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Executive summary

Project BUSHRANGER has been a flagship project for Thales Atmtralia

two decades. The Bushmaster vehicle, contracted for supply under Project
BUSHRANGER, has proven its worth around the world in military and
civilian roles, with different variations of the basic Bushmaster platform being
used by Australian and inteioaal defence forces, as well as Forestry South
Australia. In total, more than 900 Bushmaster vehicles (and variants) are
expected to have been produced by the end of 2011.

In 2008 the Australian Government launched an acquisition programme to
replacete Ar my d6s current fleet of | ight
Vehicled Light (PM\LL) category of mine and blast protected vehicles. In the
same year the Australian Government joined the United States Joint Light
Tactical Vehicle (JLTV) Developmerdd?am, which could see the PMV
manufactured outside of Australia, albeit with potentially some Australian
input. In 2009 the Department of Defence (DoD) released a Request for
Proposal for the manufacture and support of the-EMMAustralia. While a
decision has not been made, the impact of not manufacturing tHeiRPMV
Australia could have a significant impact at both the firm level and on the
economy more broadly.

The projectds i mpact on Austr e

There are 120 Australian suppliersushBhaster vehicles, providing both

goods and services to the Thales Australia production process, as well as
through life support (TLS). ACIL Tasman conducted a survey of 113 of these
suppliers to gauge the firm level impact of being involved with Bigshmas
production and TLS. Of these suppliers, 77 responded to the survey, which
represents a 68 per cent response rate. Importantly, these respondents
contributed to nearly 96 per cent ¢
supplier spend per yeand nearly the same contribution to Thales

expenditure on suppliers has been maintained in the current production perioc
(PP3).

Bushmaster suppliers are predominantly small or medium businesses with
lower end revenues, and the survey results indicabeihisivolvement with
Bushmaster has often lead to the implementation of new programs, practices
and technology transfers. Bushmaster involvement has also impacted on
business indicators, including, productivity, export potential and ability to carry
out other DoD contracts. Some of the key survey findings are shown in
Figure EQ
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Figure ES1 Key survey findings from survey of Bushmas

ter suppliers
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Source: ACIL Tasman survey of suppliers.
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Both production and TLS are

important to most suppliers

A number of suppliers
obtained a technology
transfer

Uptake of programs and
practices

Improved export potential

Sustained productivity
improvements

Improved capability to
supply DoD contracts

A win for industry and DoD

The economic impacts of the BUSHRANGER Project

Most survey respondents (70.1 per cent) were engaged in the supply of both
inputs to production and TLS of the BushmashiclesgeeFigure ES

Panel A. This suggests that these businesses will provide ongoing support to
the vehicle long after the final vehicle rolls ofptbduction line.

A technology transfer is the transfer of intellectual property, between
developers and the users (in this case the Bushmaster suppliers). A relatively
small number of respondents (1pebcent or 12 respondents) indicated that
they had had a technology transfer. However, the impact of the technology
transfer was somewhat significant for those recipients. Many of these
businesses reported an impact on the level of defence relgtprbsalets

range and opportunities for new domestic business, as well as productivity,
production costs and product or service quaéigFigure ES Panel B

For 36 suppliers (46.8 per cent of respondents), being involved with
Bushmaster played a role in the decision to implement new programs and/or
practices. Quality management and quality assurance practicetawtre b
leading programs/practices taken up as a result of Bushmaster involvement
(seeFigure ESL Panel C)This outcome no doubt reflects thengfeint

standards applied to Defence contracts.

For 29 respondents (37.7 per cent), being involved in Bushmaster had the
potential to improve their future ability to export, with four respondents
believing that their involvemdratd a very strong, positive impact on
exportabilitygeeFigure ES Panel D).

While most respondents reportddtieely stable productivity as a result of

their involvement with Bushmaster, 34 respondents (44.2 per cent) reported a
productivity increase arising from
Of these respondents 17 reported a slight increasedderate increase and

five a substantiaicrease (séegure ES Panel E).Importantly, for all bar

one respondent, the change in productivityoban sustained over time.

In terms of being able to service other DoD contracts, 51 respondents (66.2
per cent) believed that working on Bushmasters has put their business in a
better position to supply the Dal its prime contractors. This improved
Defence capability was due to factors such as better knowledge, better
resources and better capasgfigure ESPanel F).

Overall, the survey results provided strong indicators that Bushmaster
involvement had been beneficial to most supplieh&d improved their

ability to provide Defence support into the future; it haddeadtnology
transfers and/or implementation of new products and practices; it had
improved their future ability to export; and lead to a sustainable increase in
productivity. While it is recognised that all respondents may not have
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experienced positiveitcomes in all areas, most experienced an improvement
in at least one area of their business, which can be attributed to involvement
with Bushmaster production and TLS.

The projectds economy wide |1 mj

Computable general equilibrium (CGE) modelling undertaken using ACIL

T a s maasndan Glolbabdel, allowed us to estimate the direct and indirect
economic impact of manufacturing the Bushmaster vehicles in Australia, rathe
than the hypothetical scenarizeve the Bushmaster vehicles are

manufactured overseas and imported by the DoD. In addition to production
of the Bushmaster vehicles in Australia, the modelling also took into
consideration the economic impact of providing TLS in Australia.

The modellig was undertaken using a database which separately identified the
Bendigo region, the rest of Victoria, and the rest of Australia. As a result, the
impact of the program has been assessed for the Bendigo region, Victoria as
whole and Australia as a whole

The results of the CGE modelling demonstrate that the production of
Bushmaster vehicles (and their through life support) in Australia is having a
significant positive iIimpact on Benoc¢
Victoriads GrosasndtAud st rPaloidauics GrGsd
(GDP) and Gross National Product (GNP). Time series results are reported ir
Figure E and high level summary results are preseried iBS1.

Figure ES2 Direct and indirect contribution of Bushmaster production and TLS to Australian GDP,
Victorian GSP and Bendigo GRP ($2008 million)
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Data source: ACIL Tasman estimates.
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Box ES1  Summary total impact of manufacturing and supporting Bushmaster vehicles in
Australia

Bendigo

Compared to not having Bushmaster vehicles manufactured and supported in Australia, between 2002 and 2016:
A The stream of GRP is $572 million higher

A An annual average of 561 FTE jobs have been created
i Peaking at 913 FTE jobs in 2010

Rest of Victoria

Compared to not having Bushmaster vehicles manufactured and supported in Australia, between 2002 and 2016:
A The stream of GRP is $453 million higher

A An annual average of 166 FTE jobs have been created
i Peaking at 238 FTE jobs in 2010.

Victoria (i.e. Bendigo plus Rest of Victoria)

Compared to not having Bushmaster vehicles manufactured and supported in Australia, between 2002 and 2016:
A The stream of GRP is $1,025 million higher

A An annual average of 727 FTE jobs have been created
i Peaking at 1,150 FTE jobs in 2010.

Australia

Compared to not having Bushmaster vehicles manufactured and supported in Australia, between 2002 and 2016:
A The stream of GDP i s $1,132 million higher
A The stream of GNP is $1,314 million higher

A An annual average of 650 FTE jobs have been created
I Peaking at 1,023 FTE jobs in 2010.

Note: All financial values are in 2008 dollars.

Source : ACIL Tasman, Note: All financial values are  in 2008 dollars.

Bushmasterds implThe highest annual contribution to
GSP and GDP in the 2011 GRP, GSP and GDP) from combined Bushmaster production and TLS occurs
peak year in 2011, when:

A Bendigo GRP is $7néillion ($2008) higher
A Victorian GSP is $110.5 million ($2008) higher
A Australian GDP is $120.8 million ($2008) higher.

Bushmasterdss impAf ter this point in time, Thales Al
GSP and GDP in 2016 Bushmasterstoh e Do D wi | | have been final
contribution to the three economi e:
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Total impact on Australian
GDP

Bendigo and the state of
Victoria are the major
beneficiaries of the GDP

increase

Total impact on Austr alian
GNP

Employment impact

The economic impacts of the BUSHRANGER Project

Bushmaster production based on forecast export orders, continues to make a
significant contribution to the economyr &xample, in 2016:

A Bendigo GSP is $39.8 million ($2008) higher
A Victorian GSP is $82.4 million ($2008) higher
A Australian GDP is $100.4 million ($2008) higher.

This orrgoing contribution to income is derived from Bushmaster TLS activity
in Australia as welk the production for export. Furthermore, the positive
outcome is also supported by long term positive productivity gains made by
many Bushmaster suppliers, which were driven by their involvement in the
project.

Thus, for @oD capital expenditure of 8 million ($2008) to purchase
Australian made Bushmaster vehicles, the Australian economy will have
enjoyed an additional $998 million ($2008) of GDP over the period 2002 to
2016, compared to a situation where similar \welete imported by the

DoD. Once TLS is factored into the analysis, the steam of GDP value created
from the Bushmasters increases to $1,132 million ($2008) of GDP.

Victoria,as the major beneficiary of the change in GDP attributable to
combined Bushmaster production and TLS, enjoys an additional stream of
$1,025 million ($2008) of GSP over the period 2002 to 2016. Over the same
period, Bendigd the home of Bushmaster prodontd will have produced

an additional stream of $572 million ($2008) of GRP as a result of the
Governmentds decision to manufactur
Australia rather than importing a similar vehicle from overseas.

In terms of GNP, over the period 2002 to 2016 an additional stream of $1,135
million ($2008) of GNP will be enjoyed by Australians as a result of
manufacturing the Bushmaster vehicles, with an additional $179 million
($2008) of GNP raised by T&&vices. Thus the net impact of the
Government ds decision to produce at
Australia, rather than purchase and support the vehicles overseas, is a higher
stream of GNP over the period 2002 to 2016 of $1,314 million (208)d

The highest annual contribution to
Bushmaster production and TLS occurs in 2011, when Australian GNP is $14
million ($2008) higher.

The impact of manufacturing Bushmaster vehicles in Australia and providing
TLS also has a positive impact on employnmattonly directly through

Thales' employment, but also indirectly by producers supplying goods and
services into the Bushmaster sugipéyn or supplying the increased
consumption generated as a result of the additional wage and salary income i
the economy The annual averagedokct and indirect jobs created as a result
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of Bushmaster production and TLS over the period 2002 t2&tBnated
to be:
A 560full time equivalent (FTE) jobs in the Bendigo region
A 776FTE jobs across Victoria
A 709FTE jobs Australia wide.
Employment peaks in 2010, which is the penultimate year of Bushmaster
production for the DoD under the BUSHRANGER cocttrarhus, in 2010,
compared with a hypothetical situation where the DoD had purchased and
supported similar vehicles through imports:
A Bendigo employment will be around 913 FTE jobs higher
A Victorian employment will be 1,207 FTE jobs higher
A Australian eployment will be 1,091 FTE jobs higher Esgere ES).
Figure ES3 Direct and indirect contribution of Bushmaster production and TLS to FTE employment
A. Australian employment B. Victorian employment and Bendigo Region employment
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Data source: ACIL Tasman estimates.

Potential impact of manufacturing the PMV ~ -L in
Australia

CGE modelling has also been undertaken to assess the likely impact of
constructing the Protected Mobility Vehidiéght (PMVL) in Australia rather
than the DoD importing the sahwehicle from a foreign supplier.

The analysis of this scenario essentiatiived the development of a likely
cost structure for the constructi or
plant over the period 2012 to 2016. A third model scenario was then run
throughTasman Globa identify the economic contribution of the PNV

19Samed in terms of price per vehicle and
the vehicles will be different each with their own strengths and weaknesses which may or
may not af f ectcodofpérfermiagitieittasksy t o (or
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domestic construction compared to an alternative situation where the DoD
imports for the same cost a 1@0 cent foreign built vehicle.

The analysis only focused on the likely impact of the production of an initial
order of 1,300 PMVLs in AustraliaeTimpact of additional vehicle orders by
the Commonwealth, export orders for the vehicle, TLS or any additional
supplier productivity improvements which might arise as a result of the
program were not considered. The results therefore represent thenminimu
potential impacts of a domestic PMyroduction program. Summary results
can be found iBox ES2.

Box ES2  Summary total impact of manuf  acturing and supporting 1,300 PMVLs in Australia

Bendigo

Compared to not having PMVLs manufactured in Australia, between 2012 and 2016:
A The stream of GRP is $199 million higher

A An annual average of 488 FTE jobs will be created
i Peaking at 574 FTE jobs in 2014

Rest of Victoria

Compared to not having PMVLs manufactured in Australia, between 2012 and 2016:
A The stream of GRP is $33 million higher

A An annual average of 82 FTE jobs will be created
i Peaking at 96 FTE jobs in 2014

Victoria (i.e. Bendigo plus Rest o f Victoria

Compared to not having PMVLs manufactured in Australia, between 2012 and 2016:
A The stream of GSP is $232 million higher

A An annual average of 570 FTE jobs will be created
I Peaking at 670 FTE jobs in 2014

Australia

Compared to not having PMVLs manufactured in Australia, between 2012 and 2016:
A The stream of GDP is $261 million higher
A The stream of GNP is $327 million higher

A An annual average of 523 FTE jobs have been created
I Peaking at 614 FTE jobs in 2014

Note: All financial values are in 2008 dollars.

Source : ACIL Tasman, Note: All financial values are in 2008 dollars.
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PMVL production increases The modelling indicates that the construction of the PMVLs in Australia rather
GDP, GSP and GRP than purchasing simikahicles from a supplier located outside of Australia
will positively i mpact Australia®s

Bushmasters, the bulk of the growth in GDP will be generated in the Victorian
economy, in particular in the Bendigo region.

Over the five year production phase:

A Australian GDRvould be a total of $261 million ($2008) higher than in the
absence of the PMVL project

A Bendigo would experience an additional $199 million ($2008) of GRP
A Victorian GSP would increase by an additi@3aillion ($2008).

The peak year of this positive GDP impact will be 2015, in that year:

A Australiaés GDP would be $64 mill
A Victorian GSP would be $56 million ($2008) higher

A Bendigo GSP would be $48 million ($2008) highd¥i(see ESY).

Figure ES4 Direct and indirect contribution of PMV L Australian production to
Bendigo GRP, Victorian GSP and Australian GDP ($2008 millio  n)
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Source: ACIL Tasman estimates.

PMVL production increases Australia will enjoy higher GNP as a result of a decision to produce the
GNP PMVLs in Australia, rather than importing similar vehicles from a supplier

located outside of Australia. Over the fiear production phageistralian

GNP would be a total of $327 million ($2008) higher than in the absence of
the PMVL project. The peak year of this positive GNP impact will be 2015. In
that year Australiads GNP WwiguwelE8 be
5).
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Figure ES5 Direct and indirect contribution of manufacturing PMV -Lsin
Australian to Australian GNP ($2008 million)
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Source: ACIL Tasman estimates.

PMVL production increases The production of the PMVL vehicles in Australia will also have a positive
employment impact on employment (SE&ble ES). For example, nationally in 2012,
PMVL production could generate an additional 363 FTE jobs, further
increasing to 614 FTE jobs in 2015. On average, over the five year productior
period the project would create 523 FTE Australian jobs, indsth would
be generated in Victoria, with the majority of these being created in the
Bendigo region.

In all instances, 2014 is the peak year for job creation:
A 574 jobs created in Bendigo

A 670 FTE jobs created across Victoria

A 614 FTE jobs createttionally.

Table ES1 Direct and indirect contribution of manufacturing P MV-Ls in
Australia to Australian FTE jobs
Annual
2012 2013 2014 2015 2016

average
Bendigo region 336 480 574 572 477 488
Victoria 394 560 670 668 556 570
Australia 363 513 614 614 511 523

Data source: ACIL Tasman estimates.
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