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Squadran on the fNlight deck of HMAS
Parramatta in preparation for a refuel,
ABIS Chantell Bianchi, Royal Australian
Navy@Commonwealth of Aushralia, May 2014

An Australian Analysis
of the lFuture of lLogistics

AVM Blackburn retired from the
Royal Australian Air Force in 2008
as the Deputy Chief of the Air Force
following a career as an F/A-18
fighter pilot, test pilot and strategic
planner. His senior posts included
Commander of the Integrated
Area Defence System (IADS)
located in Malaysia, commanding
a multi-national headquarters
established to effect the Five Power
Defence Arrangements (FPDA),
and Head of Strategic Policy in
the Defence Headquarters. He

is now a consultant in the fields of
Defence and National Security.

He is the Deputy Chairman of

the Kokoda Foundation Board
and the Deputy Chairman of the
Williams Foundation Board. He
holds a Masters of Arts and a
Master of Defence Studies. He just
finished a report with former RAAF
Air Commodore Dr. Gary Waters
entitled « Australian Defence
Logistics : The Need to Enable and
Equip Logistics Transformation »,
from which stems the analysis
below about the changing nature
of logistics and which he develops
in a follow-up interview published
in this issue as well'.

By Air Vice-Marshal John Blackburn AO (Retd)

Reviewing the Australian Defence Lo-
gistics Strategy for 2010-2015, one can
recognise that a lot of good work went
into the document. Unfortunately, the
subsequent re-badging of a subor-
dinate transformation program (the
Defence Logistics Transformation
Program) into a savings/ efficiencies
program has conspired to undermine
the ability to truly transform the Aus-
tralian Defence Logistics System, at a
time of major change and in the face
of emerging challenges which are des-
cribed in the following paragraphs.

Downsizing the Logistics "Tail”

As the ADF (Australian Defence
Force) deals with the security challen-
ges of the future, it will need to opti-
mise the logistics ‘footprint’ in Areas
of Operation (AO) and decrease the
size of the logistics ‘tail’. The para-
mount goal for the military logistician
in 2035 will be to provide a responsive,
agile logistics system to support mili-
tary operations in an effective and ef-
ficient manner, A critical requirement
for such a logistics system will be that
it must operate similarly in both war-
time and peacetime environments,

across the full spectrum of military
operations.

Changes affecting logistics will oc-
cur in environments, technologies,
processes and the workforce. Envi-
ronments will change in the military,
commercial, and logistics sectors.
Technologies will change in informa-
tion technology and systems, packa-
ging and battlefield delivery, and inte-
grating logistics operations. Processes
will change in materiel requirements,
maintenance, and financial manage-
ment. The workforce will change in
terms of its age structure, its role (as
technology, outsourcing and other
changes impact), and its required
competencies.

The dynamic relationships among
logistics elements will reshape the
future structure of logistics. These
dynamic relationships will be formed
through a combination of synergy
and balancing activities among logis-
tics elements. Logisticians recognise
that numerous trade-offs will occur
between logistics processes. Rapid
transportation will allow for frequent
inventory replenishment, thereby
lowering inventory levels and redu-



cing the need for warehouses. Precise
delivery of information will reduce the
uncertainty associated with inventory.
Logisticians of the future will need to
be aware of the entire ‘bench-to-battle’
sequence of interactions that will de-
liver the needed item rapidly and effi-
ciently. Logistics decisions in one area
will need to be made with recognition
of their impact in other areas. Increa-
singly, an awareness of the cost of logis-
tics trade-offs will impact logistics de-
cision-making, especially in the notion
of trading inventory for information:
information is cheap, while inventory
is expensive. Future cost management
systens capable of accurately assigning
costs to logistics activities will be nee-
ded to permit effective cost trade-offs
and reduce total logistics costs, while
enabling logisticians to target high-
cost activities or support processes for
re-engineering action or privatisation.
Future logistics concepts will need to
address rapid response logistics, fur-
ther outsourcing, stronger military and
commercial alliances, complete supply
chain visibility, activity-based cost in-
formation, self-repairing and self-repor-
ting parts, mult-functional packaging,
and wholesale and retail fusion.

These concepts are within the reach
of technological capability that will be
available over the next decade. The
use of self-repairing and self-repor-
ting parts will greatly reduce both the
proverbial logistics *footprint’ and de-
crease the logistics ‘tail’. Multi-use pac-
kaging, in which packaging combined
with a catalyst produces either a fuel or
food product, will reduce the additional
shipments of those items into the AO.
Delivery systems with standardised
containers will provide for a seamless
transportation system from the com-
mercial vendor to the AO. The fusion of
the wholesale and retail logistics struc-
tures will provide for a swreamlined
flow of goods and equipment and com-
plete supply chain visibility.

There will be constraints on the extent
to which improvements in logistics can
be realised as budget, industry policy,
operational requirements, priorities,
levels of interoperability, and environ-
mental factors will all come into play.

Identifying the Drivers of Change In
Defence Logistics

While the challenges for the Australian
Defence Organisation (ADO) can be
deduced from these trends and drivers
of change, a number of significant and
specific challenges for future logistics
support are:

¢ Globalisation
Multi-national organisations are esta-

blishing supply chain arrangements
that aim to increase profitability, which
challenge national sovereignty and as-
sured logistics support to the warfigh-
ter. This challenge also includes global
sourcing of components and the risks
of non-supply due to disruption or dis-
pute. The impacts of globalisation must
be made as relevant to the ADO as they
are to suppliers (noting that it is the
suppliers who currently benefit most
from globalisation).

* Performance Based Logistics and
Performance Based Contracting

There are significantly fewer Original
Equipment Manufacturers (OEMs) as a
result of global industry rationalisation
in the last decade and a half. In an effort
to improve logistics support, there is
an emerging trend to use the OEMs as
primie contractors responsible for de-
livery of weapon system logistics sup-
port. This approach is favoured by the
OEMs as they are looking to increase
business by providing through life sup-
port for their equipment and associated
systems. Management of systems ma-
nufacturer logistics support is carried
out through Performance Based Logis-
tics and Performance Based Contrac-
ting (PBC).

¢ Supply Chain Reform

A supply chain is a network of facili-
ties and distribution options that per-
forms the functions of procurement of
materials, transformation of these ma-
terials into intermediate and finished
products, and the distribution of these
finished products to customers. Sup-
ply chain management is undergoing
continuous development in an effort to
provide the required level of support at
the least cost. ADO logistics areas are
focussing on effecting improvements
to their systems and processes (o bet-
ter support the war-fighter. To this end,
the ADO is looking at adopting various
supply chain reforms being introduced
in the commercial sector. The adop-
tion of these supply chain reforms
can have profound effects on how the
ADF operates and how it is logistical-
ly supported. In this respect, the focus
of Defence Logistics must be on mana-
ging core logistics processes and using
innovative ways to achieve best-com-
mercial-practice logistics oulcomes.
Simplifying maintenance and adopting
right-sized inventories are two key ini-
tiatives in this regard, which can be
supported by the PBC framework.

* Weapon Systems Technology

New technology will change both the
nature of the Weapon Systems and their
logistics support. New technology will
require changes to existing systems or
require new systems in order for the

ADF to remain operationally effective.
Additionally, changes in system design
will alter where and how maintenance
is performed.

¢ Logistics Information Technology
The further pursuit of a network-
centric approach to warfighting, mi-
niaturisation, availability of faster pro-
cessors, greater memory capacity, and
reductions in hardware costs are seeing
atrend for increased use of information
systems and decision support tools.
Additionally, new logistics information
systems will have a profound impact
on logistics delivery and business prac-
tices. The challenge will be to exploit
these technological improvements wi-
thout becoming overly dependent on
information systems, recognising their
limitations and vulnerabilities.

¢ Demographics and Workforce

The number of people available for
skilled Defence jobs in Australia will de-
cline and competition for these people
will be intense. The type of work under-
taken by the future workforce will also
change, as will the demographic profile.
A strategic approach to workforce ma-
nagement will help to ensure the logis-
tics workforce can meet its mission.
Effective workforce planning, recruit-
nment and development strategies are
vital. A career structure, certification
framework, and critical skills shortages
all need to be addressed.

* Governance Issues

The cumulative impact of the foregoing
challenges combined with the risk of
uncoordinated implementation of re-
form and efficiency initiatives have the
potential to undermine the ability of
Defence logistics to meet its directed
outcomes. Creation of new governance
structures provides an opportunity to
ensure Defence logistics governance
is consistent with whole-of-enterprise
governance and risk management for
the future.

* Future Logistics Delivery

The increasing tempo of operations de-
mands more dynamic and responsive
logistics support and adoption of lean
logistics initiatives as well as networ-
ked distribution-based logistics. Future
logistics delivery to the war-fighter must
also provide agility and modularity;
utilise open standards, e-business and
e-portals; and minimise risk through its
networked dismribution-based focus.

"The Defence Logistics Report will be released
in Australia on 27 June 2014; it will be available
for download at :
httpedwww.kokodafoundition.org.
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When Preparedness
I=cquals Survival

Australia, May 2014

An Interview with Air Vice -Marshal John Blackburn AO (Retd),

member of our Editorial Board

In the interview below, Air Vice-Marshal John Blackburn assesses the evolution of military logistics
in Australia, which unique geographic circumstances are a challenge all in itself. Expeditionary by
nature, the Australian Defence Force has been careful to limit its vulnerabilities by taking specific
decisions, such as investing in strategic capabilities and diversifying its supply chain. However, there
is now a change in the game with the increased globalization of the latter both commercially and
militarily. The change of technology brought in, in the case of Australia, with the acquisition of the
Joint Strike Fighter, means a switch in business model and therefore in logistics concept of operations.
As AVM Blackburn stresses, « in terms of military planning, we have been relying on contingency
planning for operations essentially based on individual military platforms, as opposed to assess the
right military capabilities for the desired military effect. The key message is anticipation... ». And
logistics is a big part of that anticipation's puzzle the former Deputy Chief of the Royal Air Force
is concerned about. The ongoing changing nature of logistics also means, for AVM Blackburn, a
change of culture so that logisticians keep « making things work » the way they always manage to,
but with less systemic risks involved...



1. Expeditionary by necessity

Australia has a unique geography,
i.e. a vast territory with a small and
very distributed population and in-
frastructure base, which means that

that prepares us for deployment.
Australia’s unique geography and
circumstances have indeed prepared
us to some extent to expeditionary
projection force. In addition, in the
past decade, we have had a lot of

Alr Sea Rescue Kif drop from an AP-3C Orion @ CPL Nicci
Freemaon, Commonwealth of Ausirafia, Department of
Defence, May 2014

« Preparedness, based on
certain levels of readiness ancl
sustainabllity levels, Is what
drives our stocicholdings »

any military training or manoeuver
we do in the country requires long
legs and is by nature expeditionary.
We have to take our supplies with us
in order to maintain our thin line of
supply. The support of operations in
the Northern part of Australia, where
population and infrastructure are
scarce, mostly originates from the
South Eastern part of the country.
So we do have an operating model

experience of deployment overseas,
particularly in the Middle East. We
used our own logistic system, but
also plugged into those of our Allies,
particularly the American system. It
is quite different than when we try
to be self-supporting, like we did
in East Timor. In Afghanistan, we
are part of a bigger force and it is a
very different model. Although we
do need substantive lines of supply
through the Middle East, it was ea-
sier to send forces over there than to
bring back the repairables to Austra-
lia. In the wake of Iraq and Afghanis-
tan, we acquired strategic lift vectors
- we have six C17As now — and we
are acquiring a regionally signifi-

cant amphibious ship capability. We
have some autonomy and the ability
to deploy rapidly thanks to a pretty
reasonable lift mix for a small force :
we have C130Js, KC30 tankers, soon
the MRTT once the boom will be cer-

tified, and we are acquiring C27s for
tactical lift. But the ability to sustain
our deployment is where the supply
chain comes into factor and is what
we are concerned about.

Stockholding and maintaining a di-
versity of supply have been one way
to cope with geographic isolation,
but we learned some key lessons:

=» Our stockholding policy needs
to be performance-based as op-
posed to “Best-Endeavor-based”

Preparedness, based on certain le-
vels of readiness and sustainability
levels, is what drives our stockhol-
dings. However, budget constraints
mean that you sometimes compro-
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mise these levels of stockholdings,
and therefore end up relying more on
the supply chain to respond. We are
in a similar situation regarding our
energy supply. For example, Austra-
lia’s combined dependency on crude
and fuel imports for transport and
defense purposes has grown from
around 60% in 2000 to over 90% to-
day. While our ‘just in time’ 0il and li-
quid fuel supply chains work well un-
der normal circumstances or during
small scale or short duration inter-
ruptions, the resilience of the supply
chains and associated infrastructure
under a wider range of plausible
scenarios has not been assessed. In-
deed, there are no fuel stockholdings
in government and our Government
does not mandate stockholdings in
the industry (in contrast to EU coun-
tries), which means that our civilian
infrastructure is not in a position to
support the military. Fuel contracts
to support the Northern part of the
country is “best endeavors only”,
which means that there is no penalty
for failing to deliver. We have in addi-
tion very little resilience, as imports
are only shipped through a supply

infrastructure that has single points
of failure. It has become worse in the
last decade because we are almost
fully dependent on oil refineries in
Asia and, as logisticians are already
busy with their own supply chain
issues, sustainability and supply are
assumed. We already had a waming,
while operating in East Timor, where
we were left with only a few days of
fuel in the country during that ope-
ration.

We cannot of course be fully au-
tonomous given the reality of our
supply chains. We operate on a sce-
nario-based viability period, and our
readiness defines our sustainability
levels and our stockholding. But the
challenge lies in the fact that if you
can set a level and measure whether
you can maintain it at any point in
time, how do you predict your future
preparedness levels ?

= Supply’s diversity must go
hand to hand with interoperabi-
lity requirements

We have made a conscious decision
to maintain diversity in our supply

base, which comes from the United
States, the United Kingdom - given
our traditional ties - and increasingly
from Continental Europe, with for
instance the acquisition of the Air
bus Helicopter’s (former Eurocop-
ter's) Tiger attack helicopter and the
MRHS0 Troop Transport Helicopters
and Alenia's C27. Europe as a whole
accounts for about 37% of our aircraft
platform types, while the USA repre-
sents roughly the remaining 63%. One
of the lessons we learned from such
a diversification is that when pur
chasing foreign military equipment,
we have to specify interoperability
standards from the outset. We need
to ensure we have the right data links
and that we achieve interoperability
across the force, as we are too small
of a force to have the American and
European sourced platforms wor-
king separately from each other. We
are encountering data-link issues
with the Tiger in particular which,
because it is linked to a proprietary
ground station link, cannot be direc-
tly interoperable with our other air
platforms.

John Blackburn, 2014
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Loading a Guided Bomb Unit - 24 onto an F/A-18F Super
Hornet during Exercise Stoneage, RAAF Base Amberley, CPL
Shannon McCarthy, Commonwealth of Australia, Depariment

of Defence, May 2014

Our domestic organization has im-
proved in terms of warehousing.
However, alot of commercial activity
is « just in time », which is fine com-
mercially, but in a defense organiza-
tion, you need to have a bit of « just
in case »... If you outsource without
a good contracting mechanism, it can
end up in « just in time » only. In the
90's, we did a lot of externalization,
as the Australian armed forces were
being downsized. As the RAAF went
from 23 000 down to 12 500, we out-

sourced so much that we lost our

engineering and logistics capabili-
ties. It took us ten years - and a few
incidents along the way because of a
lack of depth of supervision - to re-
cover it. The same goes in our milita-
ry health capability, which is largely

civilianized today, depriving us from
an adequate surge capability in the
case of high demand military ope-
rations. At the end of the day, short
term commercial rationalization wi-
thout understanding the systemic
risks at stake amounts to short-term
thinking; we unfortunately have been
guilty of that in some cases.

2. The Changing natfure of
logistics

The traditional challenges we met in
the past in the supply chain are no-
thing truly unique, although our geo-
graphic position does not help, since
you need very long supply chains in
the South Pacific. But, even though
imperfect, we had in the past a lo-

gistics system allowing us to support
ourselves to a greater degree. We ran
into the same issues as everybody
else: we have for instance always
been concerned about ammunition
supply or our weapons production
capability, since, no matter how large
the amount you manage to carry with
you, everybody wants them at the
same time once in operation. The
challenge we are now up against,
though, is facing the logistics system
changes associated with the coming
of the next generation equipment,
There are two major issues at stake
which we need to address:

e What are the implications of a
changing model for logistics support
as exemplified by the Joint Strike



Fighter (JSF) and its global supply
chain approach? The commonality of
spares across the supply chain means
that you do not necessarily own all
the parts yourself. It is a neat eco-
nomic concept, but because it is not
built yet, there is no evidence of how
it is going to work in a contingency.

¢ How do you build an information
system to support the new logistics
support model and interface with
an old style of supply chain manage-
ment? Integration does not seem rea-
listic, but interoperability is the key
word in this case.

The builder builds a platform/pro-
duct, but it is not their responsibility
to make the overall defense system
work. The maintenance aspects of

the contract are competed. What is
changing right now is the construct
of owning your spares and defining
a contract and support service in-
country, while you are part of a glo-
bal supply chain. In the case of the
JSF, Lockheed Martin is in charge
of a global supply chain based on
shared spares. The fighter is part of
a much bigger supply chain managed
by a system called ALIS (autono-
mous logistics information system).
The system is managed as a global
entity, not as an « Australian stove-
pipe ». So what you are talking about
is a change in the concept of support
logistics, as a result of the change in
technology. How do you interface
with a legacy logistics system such
as that in Australia is still unclear.
Will we have to manage each of these
lines as separate supply chains with

Urban environment train
the RoyaliAustralion Reg
(1RAR). Townsville

their own information system ? How
do we aggregate that to make it work
is the second question... So we have
to do some systems analysis and risk
assessment in terms of our defense
preparedness.

Until recently, you used to have much
more control; it was a slow and im-
perfect system, but you had control
over it and you knew what you had;
stocks were yours and you could
measure the pace of replenishment.
The IT systems were designed for
that and fit the Australian needs. We
cannot turn back to the old ways of
doing business, so we have to be inte-
roperable. There are advantages, and
we could probably not afford the JSF
otherwise, so the question is how do
you plug into legacy systems, which

INTERNATIONAL REACH

were never designed to operate that
way at all and what is the impact on
our preparedness and supply chain's
availability assessment. We have to
think of it as a “Fifth Generation”
logistics system trying to operate
with a Third generation logistics in-
frastructure! The JSF is not only a
Fifth Generation platform, it is also
a Fifth Generation logistics system.
Managing the supply chain is para-
doxically at risk of becoming more
complex and more compartmenta-
lized by fleet than in the past.

We also depend more on the manu-
facturers, while having, in the case of
Australia, little control over the secu-
rity of our shipping lines, which has
become totally commercial. Without
a national shipping line or a national
airline, we are totally at the mercy of

« The culture of any logistician
I have ever come across Is « to
malce It worle somehow » »

commercial transportation. So the
way to understand maritime security
is twofold: one is the threat and the
other one is the existence of poten-
tial choke points, such as the Ma-
lacca Strait. The impact of regional
conflicts on the supply chain needs to
be analyzed and we need to improve
our overall understanding of how the
supply chain functions. Our attitude
tends to be to trust the market to ad-
Just and fix everything. The resilience
of these supply chains needs to be
assessed, as distances and potential
disruptions are a big issue, while the
possibility of an unfriendly neighbor
in the future is not to be disregarded.

Department of Defence, May 2014
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3. « Making it work »

What we have been trying to look at
in the Kokoda Foundation’s defence
Logistics study that I undertook with
my coauthor Dr. Gary Waters, is what
are the underlying reasons behind
the logistics system problems and
do we have a risk-avoidance strategy
for the future ? Is there anything we
can do about it ? Our conclusion is
somewhat simplistic : the logisticians
have always been doing a very good

Job at making things work, in spite of

the limitations of the existing logis-
tics system: professional pride, pro-
fessional skills. The culture of any
logistician I have ever come across is
« to make it work somehow ». But in
doing so, with this « can do » attitude,
they sometimes manage to disguise
or repress the weaknesses in the sys-
tem or the systemic design issues. As
a consequence, outside of the logis-
ticians, very few people understand
the essentiality of the predictability
of the function, or where the vulne-
rabilities or risks are. Understanding
risk and capability limitations is not
always appreciated. In the last five
years, we had a very difficult situa-
tion where our Defence Forces were
unable to deploy our key naval capa-
bilities in support of an operation.
Because of multiple problems, barely
two out of a fleet of six platforms
were operational-ready. Instead of
the blaming game that followed,
identifying the common problems
is what will bring change. As men-
tioned earlier, in the 90’s, we almost
reduced our forces in half. That was
a significant down-sizing of the De-

fence Force and the people in charge
of that process focused on the opera-
tional capability, the platforms. In the
RAAF, we cut into and outsourced a
lot of our logistics and engineering
skillsets that went to the industry. As
a result we nearly killed the logistics
and engineering categories in the Air
Force. The subsequent result was a
significant increase in risk in terms of
airworthiness and safety. This occur-
red under an archaic concept called
the “teeth to tail ratio”, where we de-
valued the importance and essential
of the supporting or enabling func-
tions in our Defence Force.

Another problem in Australia is re-
lated to culture and control: the
services Chiefs in our case are res-
ponsible for capabilities and can
make decisions over platforms.
When you look at the support side,
there is no lead capability manager
for that function, even though it is a
critical enabler. The logistics Chief is
a two-star joint coordinator, but he
does not have the same authority as
the single service chiefs. As a result,
the logistics leadership is viewed as
being fragmented.

Capabilities have been acquired, wi-
thout checking what is vital in terms
of the logistics necessary to support
it as an end to end system. Since we
do not give logistics the same level
of priority as a ship or an airplane, it
gets managed in an ad hoc way with
a large overhead induced by having
to coordinate across a large organi-
zation without the authority. When
you do that, the results are predic-
table: you do not have a concept of

operations based on a business archi-
tecture based on logistics, you do not
get priority in the authorization sys-
tem, so things get delayed, because
there was no leading voice to say
« this is critical »,

There is an example of a critical
Jjoint project called JP2077 Phase 2D,
which was supposed to be the logis-
tics IT integrator able to integrate the
stovepipes in the logistic systems.
This project has been delayed year
after year, because its critical impact
is not widely understood. Because of
a fragmented system, we are about to
introduce our new amphibious capa-
bilities and the new JSF fleet, without
an integrated logistics information
system.

Our logistics support for operations
is good, but we lack the ability to
rethink, redesign and anticipate the
significant changes in logistics we
will face in the next decade. The new
approach brought in with the JSF
acquisition raises fundamental ques-
tions : how to integrate profound
changes in business models as a re-
sult of changing technologies, as well
as how to adapt defense and increase
interoperability. It is not solely a
change in a technical interface, itis a
shift of business model.

Anticipation is key, as well as an in-
creased cooperation among allies
in order to find common standards
and approaches aimed at reducing
our supply chain vulnerabilities. The
globalization of the supply chains
implies that we are all likely to expe-
rience the same problems...

@ LSIS Dove Smithett, Royal Australian Navy, May 2014



