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INTRODUCTION

‘What a difference a year can make.’ So the saying goes. In August 2019, ASPI published Strong and free? The future
security of Australia’s north.1 The report’s central thesis was that more federal government policy attention was
needed if northern Australia were to be ready to support future defence operations and contingencies.
Governments and policymakers have long recognised the strategic importance of Australia’s north to national
defence, regional engagement and power projection. However, even with that recognition, policy success has
been elusive due to short-term, siloed conceptualisations of northern Australia.2 Strong and free proposed that
the current decline in the strategic environment required a rethink on how the government ought to encourage
the development of northern Australia’s defence ecosystem—and participate in that development. Nevertheless,
a significant shift in policy seemed unlikely without a catalyst, even given the deterioration in Australia’s
strategic environment.
Over the past seven months, the Covid-19 pandemic has rocked the world, with effects and implications that
reinforce the strategic value of our north.3 In addition to its immediate health challenges, the virus’s second-order
social, economic and geopolitical impacts have exposed numerous fault lines in Australia’s national security
arrangements, across our economy, our infrastructure and the industry that we would need in future crises—
health and natural disaster crises but, as importantly, military crises and conflicts.4
In a matter of months, our governments (federal, state, territory and local) had come to the realisation that
cost-effective, globally integrated, just-in-time supply chains weren’t the resilient self-healing systems we had
hoped for. Instead, their limitations and vulnerabilities, including many supply chains’ exposure to the coercive
power of the Chinese Government because of their concentration in China, created unacceptable risks to Australia’s
wellbeing, prosperity and security.5
On their own, a number of these resilience challenges could have been partially addressed with short-term political
announcements or, as is so often the case, simply been waited out and discounted instead of being mitigated
or resolved.
However, the impacts of the pandemic, together with the more coercive way that the Chinese state is using
economic leverage internationally, seem likely to persist, even as we and others learn to live with Covid-19.
In parallel, the growing strategic, technological and economic struggle between the US and China, accelerated
by the pandemic, is driving a greater technological and economic decoupling than had been expected just a
year ago, as well as creating real risks of military conflict in coming years between China and the US, which will
almost certainly be joined by Australia and other allies and partners. The overall outcome is that Australia is facing
increasing strategic risk, and our overall national security posture in northern Australia—which is critical to our
security in this geostrategic environment—is fragile at a time when it needs to be resilient. That matters and that can
be changed.

Introduction

To the Australian Government’s credit, it has responded. In April, Energy Minister Angus Taylor led efforts to address
our national fuel security vulnerability—a vulnerability that has been talked about and gamed but not solved
under a number of governments in past years.6 In a positive contrast to that recent history, Taylor announced the
establishment of an all-new national oil reserve, with an investment of $94 million to buy the oil at a historically
low price and then store it within the US Strategic Petroleum Reserve. The reserve is one of the world’s most
cost-effective long-term oil-storage facilities. Since then, the government has sought industry input on how to
establish our own national fuel reserve.7
In June, Prime Minister Scott Morrison announced a $1.5 billion infrastructure stimulus package that would support
‘shovel-ready’ projects identified by the states and territories.8 As one would expect, the federal government has
allocated most of its infrastructure stimulus spending to Australia’s southern states, but the north didn’t miss out:
works on the Kennedy Highway in Queensland, Western Australia’s Great Northern Highway and the Victoria and
Carpentaria highways in the Northern Territory have been funded (Figure 1).
Figure 1: Australian stimulus spending

In July, in response to the deteriorating strategic context that we face, the government released its 2020 Defence
Strategic Update (DSU) and 2020 Force Structure Plan (FSP).9 Both documents, while not without faults, send
positive signals that Canberra has not only woken up to Australia’s immediate security context but is willing—
even determined—to act with the urgency that our strategic environment demands, in contrast to the 10-year
warning-time formulation at the heart of the 2016 Defence White Paper (DWP), which was all about the ‘future force’
that would appear between the 2030s and 2050s. Understandably, the DSU and FSP continue to acknowledge the
importance of northern Australia and its defence infrastructure to the ADF’s operations and force structure, even if
the investment plan in the FSP lacks the urgency that the policy front-end DSU contains.
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All those announcements illustrate a commitment by the federal government to address at least some of our
national security vulnerabilities, and that ought to mean action in northern Australia. While the messaging seems
about right, there remains a distinct lack of a coherent, long-term plan, especially for northern Australia. There are
economic sugar hits for our northern jurisdictions, but there isn’t much evidence that this spending is incubating
a scalable defence ecosystem or that it will result in revitalised, expanded dual-use national infrastructure that
creates security and economic opportunities in the north. Genuine economic opportunities and policy synergies
could well be missed due to siloed approaches pursuing either defence presence or economic development, but
not both.
When it comes to northern Australia, that lack of broader, comprehensive thinking ought not to come as a surprise.
Australian strategists haven’t engaged in any serious discourse on the role of northern Australia in defence strategy
and national security since Paul Dibb and Kim Beazley wrote about it in the late 1980s.10 There’s also little in the way
of big nation-building thinking, beyond mining, north of the 26° South parallel.
While there are few federal votes to be had in Australia’s north, and few politicians to represent those voters,
economic possibilities abound. There’s room to grow and expand, but that will require big thinking, not
stovepiped policymaking.
Without a socially and economically prosperous northern Australia, there will be insufficient industry and
infrastructure support for future defence operations, including regional engagement and power projection.
Alternatively, we can act to ensure that the north contributes to building the more regionally active, more offensively
capable ADF that the Prime Minister envisaged when he launched the DSU, and so use our strategic geography to
help deter conflict and support regional prosperity and security.

WHAT’S THE
PROBLEM?
By late 2019, Australia was already key political, military and economic terrain in a new era of major-power
competition that spans security, technology, economics and politics. At the same time, as highlighted by Robert
Glasser, climate change has continued to drive increases in the frequency and intensity of extreme weather events
and natural disasters domestically and regionally.11 We’ll need to be prepared, on short notice, to provide disaster
response and humanitarian assistance in support of our neighbours. At the same time, we need to be ready to
evacuate our citizens from across the region, if not the world, more frequently in the face of increasing natural
disasters and political turmoil.
Australia’s north has been of obvious and growing importance to our US ally (through the implementation of the
Australia–US Force Posture Review) and to our close economic and security partner, Japan, as a centre for economic
engagement on energy. Despite those developments, Australian policymakers have struggled to develop a cohesive
northern Australia strategy, which may well be an unspoken frustration for our US and Japanese partners, who
perhaps have more of a vision of what we might do together to meet common interests than we have articulated
to date.
Defence has made its mind up that most of the ADF’s capabilities are to be built, maintained and sustained in
southern Australia, while the north is to be a kind of limited domestic forward operating base from which the ADF
operates with an almost expeditionary mindset. Despite that psychology, which seems to infect planning, our
critical combat systems will, in the most likely future conflict scenarios, deploy from and perhaps even fight from
and in Australia’s north and will need to be sustained in what’s likely to be quite intense war fighting.
The ADF’s deployment from southern bases takes time. Fighting or deploying in, or from, northern Australia relies on
the right key enabling functions being in place or rapidly established. Covid-19 has tested Australia’s long national
supply chains and found them to be perilously vulnerable to kinetic and non-kinetic disruptions. Similarly, high-end
military exercises in the north with US partner forces have demonstrated Australia’s limited surge ability to sustain
highly capable forces out of the north. Constraints in fuel and advanced munitions are clear, even at the lower level
of demand in exercises, in contrast to war.
In future years, as the costs of capital investment and capability sustainment increase as a percentage of the overall
Defence organisation budget, there’s likely to be even further pressure on key enablers. Future budgetary challenges
from Covid-19’s economic impacts will aggravate existing fiscal tensions.
To date, the development of a scalable industry base in northern Australia has been left more to chance than to
strategy. The Department of Industry, Science, Energy and Resources released Our north, our future: White Paper
on developing northern Australia in June 2015, but so much has changed in terms of national security since then.12
That white paper understandably lacked a focus on national resilience and had a primarily economic theme.
The Office of Northern Australia, which is a branch in the Department of Industry, Science, Energy and Resources’
Northern Australia and Major Projects Division, has supported enhanced governance structures.13 However,
those governance arrangements by no means guarantee support for big-thinking nation-building or resilience
and national security investments. Defence planning and infrastructure investments have been largely about
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recapitalising existing defence infrastructure in the north, in which enhancements are driven mainly by the US Force
Posture Initiatives. Defence has seemed reluctant to be a party to co-development approaches that meet economic
and military needs, and there’s anxiety about the defence budget cross-subsidising other activities.
Arguably, for the better part of two decades, the long-term development of critical infrastructure in northern
Australia has been left to the whims of market forces and hasn’t benefited from a cooperative mindset that
integrates economic and security needs and opportunities. That’s hardly surprising, as the Australian Government
and its many line agencies and departments, like many others, operated with a pretty solid separation of the
security and economic portfolios. And Australia’s national policy settings assumed that market-driven economic
globalisation left little room for a strategic approach that combines security and defence goals and directions with
economic ones, in the north or elsewhere. The Covid-19 pandemic, combined with more overtly coercive use of
economic power by the Chinese state, has changed that.
The old assumptions have played out across our north in predictable ways. Since 2015, infrastructure investment
in northern Australia has been little more than an extension of existing investment in our national road network,
with little beyond that in other infrastructure areas. That shouldn’t surprise us, given that a user-pays model has
underpinned our nation-building efforts.14 While that model is effective in meeting the needs of the large population
centres in southern states, where there’s an economic revenue base from the large number of users who do the
paying, it has prevented the development of additional capacity and resilience in Australia’s north. Along with
northern Australia’s reputation as a frontier, that’s continued to restrict growth in the north compared to growth in
our southern states.
Of course, a hundred years of northern Australian policy development has shown that getting the nation-building
policies we need is no easy task. Nation-building in Australia requires collaboration across our federation’s
governments and bureaucracies and an active partnership with the corporate and financial worlds—and that takes
both imagination and sustained political leadership. The implementation of the national cabinet in response to
Covid-19 in the first half of 2020 clearly illustrates what might be possible, even if the extremely successful political
cohesion we saw over that period has frayed since.15
Some policymakers might be content to consider the Covid-19 pandemic an unprecedented once-in-a-lifetime event
that ought not to result in significant change. However, they’re wrong: this crisis has some parallels with the 2008
global financial crisis but is already creating effects well beyond the direct ones we might have predicted in a global
public health emergency. Initial stimulus spending will act as an economic life support, but Australia needs more
creative plans than merely setting favourable business conditions and watching while business responds if we’re to
‘grow back better’ and remove critical vulnerabilities that the pandemic has exposed.
The federal government, along with its state and territory partners, needs to build on some of the positive steps
already taken (on fuel security, for example) to ensure our national resilience and security. Australia’s north will
continue to be critical to the nation’s economic and military security and must receive greater focus. However,
the federal government will need to bring a far more open-minded approach to nation building if we’re to leverage
northern Australia’s full potential for our national, energy and human security.
As it begins to understand the implementation challenge that the government has set for it in the DSU, Defence
needs to think more about the north and do more there with a broader set of domestic and international partners.
Its thinking needs to reconceptualise northern Australia as a defence and national security ecosystem that’s
fundamental to building the nation and contributing to our prosperity and security through integrated approaches—
as the Prime Minister has stressed in speeches such as the one he gave to the Aspen Security Conference in August
2020.16 The policy heavy lifting needs to come from outside of Defence, but that seems unlikely, given that Australia
doesn’t have a national security adviser, a national security strategy or a national security white paper that does the
integration Scott Morrison seems to envisage.

What’s the problem?

A paradigm shift in Australia’s policy thinking on northern Australia is necessary to achieve those national security
and resilience assurances. Without change, Australia might not be as lucky facing future national challenges as
we’ve been so far, or we may find ourselves being uncomfortably reliant on the efforts of other governments for our
national resilience.
Australia needs a grand plan for nation building, and that plan needs to consider the economic opportunities and
strategic advantages of northern Australia. At the very least, northern Australia needs to be far more resilient if
it’s to support economic recovery and ADF operations at the intensity and tempo we can expect in the event of
future conflict.

9

THE CONTEXT

Navigating periods of major-power competition is nothing new for Australia, which has done so on several occasions
since federation, although not without the loss of blood and treasure. However, on this occasion, Australia is
neither a strategic backwater (as was the case during the Cold War) nor a geopolitical pawn (as was the case during
World Wars I and II) but critical political, military and economic terrain in great-power competition. The strategic
temperature in our region is rapidly rising, and with that has come a period of unprecedented risk. That the
2020 DSU states starkly that we now no longer have the luxury of 10 years warning of major conflict—a core defence
planning assumption for some 40 years—is a sobering demonstration of that risk.
The government’s current approaches to national resilience and economic recovery focus on Australia’s southern
states. Those parts of Australia north of 26° South, while critical to shaping, deterring and responding to national
security threats and to our economic development, aren’t being leveraged enough. Without a national strategy that
holistically engages with nation building, piecemeal policy efforts will continue to be what we implement, leading to
patchy results.
Interestingly, other nations see the strategic value and national resilience opportunities presented by northern
Australia. Chinese, Indonesian and Vietnamese companies have all sought to purchase agricultural holdings in our
north to assure food protein security.17 The Japanese company INPEX has established the Ichthys liquefied natural
gas (LNG) project to guarantee energy security for Japan; the then Japanese Prime Minister, Shinzo Abe, made a trip
to Darwin part of his last visit to Australia as a result.18 The US military has sought to deploy marines and create a
strategic fuel reserve in the north, too, as part of its broader strategy to disperse forces beyond its large presences in
Japan and South Korea and so enhance its resilience and ability to complicate adversaries’ choices and plans in the
Indo-Pacific.
Many hoped that the changing strategic environment might give rise to a new DWP to address some of these
decisions and test the assumptions that underpin them. Others, such as Senator Jim Molan, hoped that it would
lead to the development of a more holistic national security strategy to draw together the various opportunities.
Instead, on 1 July 2020, the government released its DSU and FSP.
Australia’s 2020 DSU and 2020 FSP committed to developing a Defence organisation capable of shaping, deterring
and responding to a range of challenges in our immediate region. Of course, the ADF’s force posture and structure
in northern Australia ought to align with broader defence policy and be guided by the threat context and mission
requirement. Both the DSU and FSP acknowledge the importance of northern Australia.
Geography is vital in economics and defence, and strategic risk is accelerating changes in how Australia, our allies,
friends and competitors understand northern Australia’s geography.

COVID-19

While this report focuses primarily on the need to ‘think big’ about nation building in northern Australia, it also
engages with the reality of Covid-19 and the lessons that this pandemic has provided. The economic, social and
geopolitical changes driven by Covid-19 will be historically significant, particularly if we’re determined to learn
lessons rather than seek to return to a past way of operating that has led to glaring weaknesses exposed over
the course of 2020. While the full health, economic, social and geopolitical impacts, and indeed duration, of the
pandemic are yet to be realised, there are already many national resilience and security lessons.
In the lead-up to the global Covid-19 crisis, Australia’s pandemic readiness policies and preparations were
underdeveloped. Pandemic risks were recognised in various government documents, such as the Gillard
government’s National Security Strategy,19 but responses to those risks weren’t effectively resourced or practised.
More broadly, beyond core infrastructure projects, our national policy framework was reliant on market forces for
investments in critical infrastructure and national resilience. That resulted in piecemeal infrastructure investments
rather than nation-building measures. An optimistic policy disposition led to a strategic miscalculation of the
likelihood and consequences of a pandemic. Unsurprisingly, much of Australia’s initial Covid-19 response was reliant
on good fortune, although leaders, medical advisers and other experts rapidly caught up and demonstrated what,
in hindsight, is global good practice.
However, beyond the successes of our direct pandemic response and the rapid, large economic stimulus that
cushioned people and businesses from the worst of the economic damage, Covid-19 has brought some painful
lessons for Australian policymakers. Thirty years of positive economic growth had led to an almost religious belief in
globalisation and good luck—a dangerous combination.
Covid-19 has already shown that market forces don’t always promote adequate national resilience in many areas,
from broadband capacity to the capacity to produce essential medical supplies (and there are obvious parallel
vulnerabilities throughout our nation’s defence supply chains that would be painfully real in a time of sustained,
intense conflict). Until now, long-term Australian funding of national resilience and responsiveness has often
seemed economically inefficient because of the comforting assumption that globalised economic arrangements
removed the need to pay for resilience. Given that assumption, it made sense for policymakers to rely on the market
to provide resilience and to see little merit in state resources being used in partnership with corporate ones to build
resilience in case global mechanisms were disrupted. That thinking applied in many sectors and was a notable
feature of thinking about critical infrastructure investments. As is so often the case, the development of surge
capacity and resilience wasn’t a commercially viable prospect, at least partly because the likelihood of calling on
that surge capacity in a time of crisis was assessed to be low.
In contrast, Japan’s massive investment in energy resilience through the INPEX LNG plant near Darwin and Sun
Cable’s proposal to build a $20-billion solar farm to supply power to Singapore show that others are thinking
strategically about northern Australia for their own prosperity and security. That should almost embarrass us into
doing so, too, when it comes to nation building in the north. Forward-leaning countries view energy resilience as
critical to national security. They also recognise that such activities are long-term investments that need to be
nurtured rather than simply left to market forces.
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Covid-19 has made it abundantly clear that Australia’s current economic policy model for nation-building
infrastructure investment is far too narrowly focused. The notion that such assets should be funded mainly by those
who directly benefit from them is reducing the country’s resilience. This policy is even more apparent in the north,
but Defence has become adept at avoiding that conclusion. In many cases, comprehensive national-security or
nation-building programs should be funding and building that infrastructure.
The debt-based Northern Australia Infrastructure Facility (NAIF), with its focus on user-pays nation-building
efforts, will do little more than generate passing peaks of economic activity. Unfortunately, that arrangement
isn’t supporting the kinds of extensive nation-building efforts needed in Australia’s north, where the Australian
Government should be considering ambitious investments in partnership with corporate and financial institutions
as well as with strategic partners such as Japan, the US and Singapore.
The ongoing challenges of managing Covid-19 and its economic impacts will continue to demand the attention of
our best and brightest policymakers for some time to come. Many of them will be happy enough to acknowledge
northern Australia’s success in dealing with the pandemic and then double down on successive governments’ policy
statements on the strategic importance of northern Australia, but continue to think of development of the north
from either an economic or a strategic perspective, not one that integrates security and economics. Such thinking
will deny the federal government an opportunity to develop a coherent long-term plan for the north that articulates
its critical role in Australia’s national security and resilience. It will also prevent Australia’s governments and private
sector creating and taking advantage of the kinds of economic opportunities the pandemic and its effects provide.
To date, northern Australia has fared well during the Covid-19 pandemic; it has had a remarkably low rate of
infection and much less social impact on its communities than many other parts of Australia. The Northern
Territory, Queensland and Western Australian governments have managed to use the north’s geographical isolation
and low population density to advantage. Wet seasons and devastating cyclones have also contributed to higher
levels of personal and supply-chain resilience in northern Australia.
However, the pandemic continues to expose substantive gaps in our national resilience, which, in the current
strategic environment, represent security vulnerabilities. Many of those vulnerabilities need urgent policy attention
that casts aside the federal government’s current siloed national security and economic policy approaches.
Similarly, the argument that state and territory governments can leave national security to the federal government
and focus instead on jobs and growth for their jurisdictions is deeply flawed.
An 18-month to two-year global Covid-19 crisis will have profound economic, social and security repercussions.
In this environment, the only strategic certainty that will prevail is likely to be the truism that geopolitics will be
increasingly unpredictable.

IS IT A DEFENCE
THING?
One of the challenges in northern development isn’t so much getting agreement on its importance but rather
getting the various siloes of activity synchronised so that the whole is more than the sum of its parts. The federal
government’s piecemeal approach to northern investment is brought about in no small part by an absence
of coordination and imagination across portfolios. That lack of cohesion is resulting in suboptimal levels of
cross-portfolio or cross-government burden sharing.
The siloed approach to northern Australia comes at the cost of economic and national security opportunities.
Australia misses out on many such opportunities in the north because of a lack of ‘big’ national security strategy and
an over-reliance on defence spending. As Defence moves into the next stages of its significant capital expenditure,
it’s likely that there will be further budgetary pressure on defence infrastructure spending and that the long overdue
recapitalisation of ageing northern infrastructure will be held out as Defence having ‘done its bit’.
Defence needs a range of critical inputs to be able to operate from northern Australia, not the least of which is a
social licence. To date, the Defence organisation has been an active economic and social contributor in northern
Australia’s centres, including Rockhampton, Townsville, Cairns, Darwin and Katherine. It’s also been a big spender
on construction across the Northern Territory through a commitment of $8 billion in infrastructure investment over
the next 10 years.20 That spend is critical to the commercial viability of several northern industries.
While Defence may need a scalable industry ecosystem and a supportive population in northern Australia, on its
own it has limited policy levers to contribute to making the region economically and socially prosperous or directly
improving the region’s resilience. Its decision-making in Northern Australia is more often than not understandably
focused on enabling its core functions and being wary of the defence budget being used as a cash cow to do things
that other stakeholders want but can’t fund.
Very often, the tyranny of budgets results in Defence’s prioritisation of capabilities, short-term savings and
capital expenditure over investments outside its bases’ perimeter fences. Without a broader national security
coordination mechanism synchronising Defence, northern development and local entrepreneurialism in favour of
nation-building, national resilience isn’t possible, even with the sums Defence is investing.

Northern Australia and the Defence Strategic Update
By mid-2019, it had become clear to most Australian national security academics and commentators that the
overoptimistic assumptions that had underpinned the 2016 DWP were no longer holding.21 In the second half
of 2019, loath to go through a full white paper process, the Morrison government initiated a review to test the
DWP’s underlying assumptions. In December 2019, Defence had finished the first draft of its internal work.22
Understandably, Australia’s 2019–20 bushfire tragedies and the onset of Covid-19 contributed to the six-month
delay in its release.
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The 2020 DSU makes all the right noises about the changing strategic context and the need for a regionally focused
ADF, combined with an urgent lift in the ADF’s offensive military power and power-projection ability. Each of the
services and domains, from space to maritime, was addressed. While some of the urgency and ambition in the policy
front end (the DSU) isn’t matched by the tempo of delivery in the back-end FSP, the mandate for change is clear. The
update also gave an obvious geographical priority and focus to Defence, in place of the previous attempt to make
global, regional and local priorities equal:
defence planning will focus on our immediate region: ranging from the north-eastern Indian Ocean, through
maritime and mainland South East Asia to Papua New Guinea and the South-West Pacific.23
While the DSU’s authors tried to play down the likelihood of conflict, their message remained clear: in the new
contested and unpredictable strategic environment, it’s more likely, and without the previously assumed 10 years of
warning time. They also made it clear that geography remains important. Unsurprisingly, then, Defence has been set
three new strategic objectives for planning:
•

‘to shape the strategic environment’

•

‘to deter actions against Australia’s interests’

•

‘to respond with credible military force, when required’.24

With a sharpened planning focus on the immediate region, the surveillance of our northern approaches and our
preparations for regional contingencies within shorter time frames will provide technical and resource challenges.
Interestingly, though, there was precious little focus in the DSU on force structure and posture as either relates
to domestic basing or, in particular, the ability of the combined system of Defence’s own and broader industry
infrastructure to sustain and supply the ADF during a period of sustained conflict (war, in a simple word).
While the DSU mentioned the need to upgrade airbases, the only mention of northern Australia was a reference to
‘a new Army watercraft base in Northern Australia’. The critical northern jurisdictions were happy enough: north
Queensland could see the possibility of new money for training grounds, regional exercises and an amphibious base;
the Northern Territory Government probably assumes that Tindal and Darwin will get some new facility spending as
well as patrol boats. This approach won’t ensure appropriate home basing and scalable defence industry or broader
infrastructure that can support our military through and in the north during a period of sustained conflict.
Of course, Defence isn’t responsible for all elements of national security and national power, nor should it be the key
player in northern nation building, but it must be an active and willing participant, including by contributing a share
of resourcing, instead of seeing itself as a boundary rider protecting the defence budget from all comers. Still, in the
absence of a broader nation-building program connecting security and economics, or perhaps a national security
strategy that does it, and given its efforts to support sovereign defence industry in southern Australia, you could be
forgiven for expecting at least some reference to building additional industry capacity in the north in defence policy
in response to Australia’s changed and deteriorating strategic environment.
Defence is responsible for ensuring that its bases and facilities are capable of supporting the forces and capabilities
the government has invested in on behalf of the nation. Yet it also relies heavily on national infrastructure and the
wider logistic support system, which is outside its control or management. Unless there’s a properly coordinated
and sustained investment strategy in those critical supporting areas that includes key corporate, federal, state and
territory governments (and key departments and organisations, one of which is Defence), Defence establishments
risk being places of isolated overinvestment that, no matter how well constructed, can’t sustain our military during
times of conflict because of the absence of broader national infrastructure and capacity. In this way, there’s no
escape from Defence joining with the wider set of national partners across government and the corporate world
to plan and fund such infrastructure and the broader industrial and logistics ecosystem Australia must have in a
post-Covid environment of strategic competition and risk.

Is it a Defence thing?

This isn’t a problem for Defence if it’s done well; nor is it the start of insurgent raids on the defence budget. Instead,
there’s an enormous opportunity here for new partnerships involving private equity investment, corporate service
providers and Defence and broader government investment and requirements. Put together, the combined
resources of the corporate and government worlds can achieve far more for our joint national needs than any subset
of that investment pool, now that the value of resilient logistics and supply systems is a more prominent planning
factor for governments and businesses alike in the post-Covid world. Energy Minister Angus Taylor’s engagement
with industry since June 2020, via a request for information on domestic oil security, illustrates this point well.

Northern Australia and the Force Structure Plan
It’s difficult to draw firm conclusions on the impacts of the 2020 FSP. It paints a compelling big picture, but a lack of
real detail leaves plenty of wriggle room for Defence and the government. As highlighted by Marcus Hellyer, the big
picture is one of an ADF that continues its steady trajectory of acquiring and deploying improved capability designed
to develop greater strategic weight. Defence’s foray into missiles exemplifies that focus.25
While the 2020 FSP provides some strategic clarity with its increased regional focus, it has also recognised the
Defence organisation’s growing role in supporting responses to domestic crises and regional humanitarian
crises and stability operations. Operation Sovereign Borders, Australia’s 2019–20 bushfire crisis and the Covid-19
pandemic show that the ADF is now at the centre of government response capabilities and options and is now an
increasingly familiar ‘go-to’ operational and policy lever. So it appears that, despite the organisation’s desired single
focus on high-end war fighting, the ADF is going to need to make substantive—and maybe growing—contributions
to Australia’s disaster response activities domestically and regionally. Passages in the DSU show that Defence
recognises this, but the FSP’s directions seem to show that that recognition isn’t resulting in structure or posture
changes with resources attached. And strategy without resources has a nasty habit of being empty rhetoric.
This broadened service demand will have impacts on readiness and capabilities—a point already recognised by
some parts of the Army.26 Without greater thought about planning, training and preparing for those wider demands
than has been evident to date—and taking some force structure steps that enable it—the impacts, including on the
ADF’s high-end war-fighting capability, are likely to be larger than the government or Defence would want.
Both geography and economics are essential to the FSP. While relationships across the region are to be more critical
than ever, there’s precious little detail within the plan on force structure or posture across Australia, or on how the
defence industry and the broader industrial ecosystem need to change to produce and support the more offensive,
regionally present ADF that the government expects. You could perhaps forgive that shortfall but for the various
sections within the FSP that refer to geography, such as:
•

the continuous ship build, and Defence’s long-term capability plan, remains intact despite the shortened
warning times: it seems economic imperatives won out on this occasion

•

‘Infrastructure enhancements to improve the capability, capacity, and survivability of Northern Australian air
bases, to boost the resilience of Australian air power’

•

‘The development of a new Army watercraft base in Northern Australia to support the expansion of the Army’s
watercraft fleet’.27

The economic focus of the 2020 FSP is evident. The plan terminates a small number of proposed 2016 DWP
projects, including a Darwin roll-on/roll-off wharf that would help big amphibious ships operate in and through
the Darwin port and a new Northern Advanced Joint Training Area. The plan hastens to add that planned
capability investments, and commensurate workforce increases, combined with the US Force Posture Initiatives
commitments, will match the 2016 DWP’s $8-billion northern Australia investment commitment in this decade.28
Those kinds of statements might in some ways be designed to appease the economically strained governments
of the Northern Territory and Queensland. However, they also reveal a focus on spending levels as opposed to
economic investment that’s about delivering sustained security and economic benefits.
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There are two significant issues here. First, while the plan assumes increased demands and shorter warning times,
force structure, posture and basing across Australia are driven more by legacy decisions and politics than by the
emerging needs in our new strategic environment. That outcome, while understandable, will have impacts on force
preparedness. For the Army, with no armoured vehicles in Darwin and the proposed movement of its remaining
helicopters to Townsville, the cancellation of a roll-on/roll-off pier means that its half-strength 1st Brigade will have
limits on its mobility at a time when the environment seems to demand increased mobility.
Second, while the FSP’s defence industry focus is admirable, it does appear to be focused on businesses operating
in southern states contributing to manufacturing. In contrast, the northern focus is on construction. All of those
arrangements lead to a two-speed defence industry. Below 26° South are the bulk of our efforts; above there are
economic sugar hits for jurisdictions in need of financial opportunities but little in the way of ongoing investment to
maintain or grow the kinds of economies needed for Australian national security and defence resilience.
Shorter warning times will see the ADF draw more on local industry capability, and it would be better policy for
plans to be changed to both recognise that and help develop local industry support as a result. Drawing on local
industry that exists simply through the happy coincidence that market decisions have created capacity relevant
to Defence might be possible in the southern states but isn’t valid for northern Australia. I’m not saying that there
aren’t profitable businesses operating in the north or that there’s no economic opportunity there, but policy efforts
since federation have failed to achieve consistent investment across the nation, and assumptions and expectations
that might have worked in more densely populated southern states don’t work in the north. Australian forces can
and should be able to operate and be sustained in the north in ways that take advantage of our strategic geography
as a ‘home team’ advantage. The risk is that we continue the policy mindset that has been in place for at least two
decades, which seems to consider northern Australia as akin to a distant forward operating base that we might
develop and operate in a supportive regional partner’s territory, rather than as an intrinsic part of our own domestic
infrastructure from which we should derive deep advantage.
The 2020 FSP doesn’t seem to acknowledge how Defence—working with broader government, corporate and
financial stakeholders that have interests in investing in more resilient national logistics, industry and infrastructure
for purposes that include but are broader than the Defence portfolio’s needs—is going to encourage the
development of the kind of scalable industry ecosystem that Defence and others can use in northern Australia.

THE DEFENCE LENS
OF NORTHERN
AUSTRALIA
Northern Australia continues to be critical to the ADF as a home base and potentially as a mounting base or
operating base in several different contingencies. To the pleasure of some governments, especially in Queensland
and the Northern Territory, this amounts to a commitment from the Defence organisation to provide the
much-needed economic sugar fix of continued infrastructure spending.
To date, as one would expect, the Defence organisation’s investment in northern Australia is focused on its own
immediate needs. Those efforts stop short of addressing Defence’s enduring need for an economically and socially
prosperous and resilient northern Australia capable of supporting a range of defence contingencies both close to
home and across the region.

Patrol boats
Over the next decade, Cairns and Darwin are likely to see an increased naval presence. For most strategists, this is a
welcome decision that will enhance maritime security in Australia’s littoral waters and maritime approaches. It will
also provide much-needed and enduring economic opportunities.
Bigger, faster and more capable Arafura-class offshore patrol vessels (OPVs) are going to replace the Navy’s
Armidale-class patrol boats (Figure 2).29 With their larger crews, they’ll bring new Defence members to the north.
They’ll also bring with them all-new demands on regional defence industry capability in Darwin and Cairns.
It won’t just be more of the same; the defence industry will face increasingly complex demands, as Defence
seems to recognise, despite thinking about maximising deeper maintenance in southern hubs.
Figure 2: The Arafura-class offshore patrol vessel

Image courtesy: Luerssen Australia Pty Ltd, online.
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The Arafura class will bring with it much-needed investment in facilities, including a substantial program of
infrastructure works at Darwin’s HMAS Coonawarra naval base (Figure 3).30 This project encompasses the
construction of a new fuel storage facility and pier, which will provide the capability for refuelling the vessels
alongside. Once complete, it will reduce the RAN’s reliance on the Landbridge-leased East Arm port facility, at least
when it comes to operating smaller types of naval vessel up to and including the OPVs. However, it stops well short
of addressing the more significant challenge: fuel insecurity in northern Australia resulting from the absence of
refining capability, limited bulk fuel shortage and vulnerable supply chains.
Figure 3: Darwin port

The defence lens of northern Australia

In May, the government announced that it would be building a further six Cape-class patrol boats for the RAN.31
The vessels will enter service between 2021 and 2023, allowing the Navy to withdraw some of its ageing Armidaleclass patrol boats from service. Darwin is the current home base for most of the Armidale class and it’s likely that a
majority, if not all six, of the new Cape-class boats will also be based there.
The RAN’s Plan Galileo will establish a regional maintenance hub in Darwin.32 The hub will provide logistic and
maintenance support to any ship, current or planned, in the fleet. Navy personnel, primary contractors, small
businesses and service providers will collaboratively operate the hub. How the hub will contribute to deeper levels
of maintenance and upgrades isn’t yet clear, as Defence policy through time has tended to focus on the deeper
industrial capacity in Australia’s south for such work, and so has constrained ambitions for what can be done in
the north.
Between the infrastructure investment and the broader ambitions of Plan Galileo, HMAS Coonawarra appears likely
to become the main operating base for patrol boats, perhaps with some increased capacity to scale up to become a
forward operating base for major fleet units.
Defence’s plan for an enhanced RAN presence in the Northern Territory is reliant on the Australian and Northern
Territory governments and the private sector playing several roles. Some of those roles are easy; for example,
Darwin will need to be ready for an increased number of defence personnel and their dependants (think schools and
recreational facilities as a starting point). Others will be far more challenging.
Defence is relying on industry investing in facilities and a specialised workforce to sustain the regional maintenance
hub. INPEX Australia’s LNG project has shown that Darwin can support an ‘if there are jobs, people will come’
model. However, unlike INPEX, Defence isn’t offering the private sector the clarity of requirements and commercial
guarantees for the private sector to jump aboard. It may be doing a reverse ‘build it and they’ll come’ approach—
hoping somebody else makes the investment so that Defence can then simply become just a customer, at least
when the price is right for specific activities.
While Defence can’t develop and implement broader national security strategy and policy, it has a lot riding on
whole-of-government engagement and the self-mobilisation of private sector investment. However, separate siloes
of economic actors somehow self-mobilising doesn’t seem likely to produce the extra capacity that Australia’s
strategic circumstances require and that would help us to sustain our military in what are now foreseeable military
conflicts in our region within the next decade.
Public and government expectations about what our national industrial ecosystem must be able to achieve in
times of disruption or conflict have changed as a result of the Covid-19 pandemic. This requires a more integrated
partnership approach from the various stakeholders than we’re used to seeing for investments and directions in
northern Australia.

Amphibious base
The Army’s amphibious capabilities will be necessary in defence contingencies in Australian and regional littoral
waters. Arguably, the preparation of those capabilities must encompass more than the peacetime consideration of
home basing. There does appear to still be a ‘more than 10 years warning time’ tone to some planning, or at the very
least a lack of whole-of-government coordination.
Already, the roll-on/roll-off wharf planned by the Defence organisation for Darwin port has been cancelled,
which seems at odds with the northern focus of the 2020 DSU. Given the need for infrastructure spending in
support of economic stimulus, a roll-on/roll-off wharf in Darwin would have served the needs of Defence and
whole-of-government economic stimulation. Looking at the logic set out in the DSU, it would be reasonable to have
expected that not only would the wharf be built but that it would be joined by other improvements to take account
of our deteriorated strategic circumstances.
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The 2020 FSP announcement of a new Army watercraft base in northern Australia to support an expansion of
the Army’s watercraft fleet is a welcome investment in the ADF’s amphibious aspirations for Australia’s territorial
waters and the near region. While the governments of the Northern Territory and Queensland are excited about
the announcement, it seems almost inevitable that it will find its way to Townsville and double down on the
Defence hub there. Since the release of the now-defunct Plan Beersheba, the Townsville-based 2RAR has been
designated as the core of the Army’s amphibious force.33 Furthermore, 10th Force Support Battalion’s 30th terminal
squadron, including its Amphibious Beach Team, along with the Army’s LCM-8 landing craft and LARC-V, are already
home-based in Townsville.
Townsville provides ready access to world-class training facilities and has proven to be an excellent mounting
base for operations in the Pacific (to date, for peacekeeping operations in Bougainville and Solomon Islands).
While Darwin presents a good alternative, especially as a mounting base, sunk costs are likely to nudge it out of
the competition. However, Darwin proved its worth during operations in Timor-Leste and would be the logical
stepping-off point for any contingencies in the archipelago to the north. The time impost of the long supply lines
to east or west coast bases would quickly prove to be unacceptable. And the benefits of being able to operate
amphibious forces easily from more than one northern location might also factor more into decision-making in the
light of the resurrection of resilience as a valuable attribute.

US presence
It has taken several years for the US Marine Corps to reach its target of training 2,500 marines in Darwin during the
dry season each year. The US Air Force has also been a regular visitor to train in northern Australia: Delamare range
is a world-class facility. There are also rumours that the US Army is looking at training opportunities in northern
Australia as it works to be able to operate from a wider range of places and bases across the Indo-Pacific as part of
the US response to the changing strategic and technological environment.
The presence of the Marine Corps, and the accompanying Enhanced Air Cooperation initiative in Darwin, are
essential expressions of America’s strategic commitment to the security of the region. The US Force Posture
Initiatives are an indispensable commitment to strengthening Australia–US ties and aim to contribute to ‘strategic
balance’. To support the US Force Posture Initiatives, Australia and the US initially committed to investing around
$2 billion in defence infrastructure and facilities at defence sites in the Northern Territory.34
At the 2020 AUSMIN talks between Australian and the US, foreign affairs and defence officials signed another 10year agreement on defence cooperation to ‘deter coercive acts and the use of force’ in the Indo-Pacific amid rising
tensions with China.35 They also announced the US Government investment in fuel storage in northern Australia, no
doubt in part to increase the capacity to sustain US Air Force capabilities on operations in the wider region, including
in times of conflict.36 It’s interesting that the US is making such an investment in Australian territory in response to
the new strategic environment, as it prompts a question: should Australian plans be changing in similar ways?

SMALL PROBLEMS

With a decade of defence spending laid out for northern Australia, and additional units home-based in the Northern
Territory and North Queensland, there’s good reason to be comfortable that Canberra understands the north’s
strategic importance, although much of this is reinvestment in ageing infrastructure and driven by the simple
need to be able to operate new systems coming into service, rather than a deep strategic reappraisal of what the
environment—and lack of warning time—require us to do in and through the north. So, despite this expenditure, the
how and why of northern Australia’s strategic importance to our defence and national security remain unclear, and
that lack of clarity and direction is hindering policy synchronisation across the federal government and between the
government and the private sector.

Where’s the Army?
Decisions on home-basing locations are significantly influenced by sunk costs, the cost of ownership of expensive
platforms and assumptions and thinking about the retention of ADF personnel. Decisions to change home-basing
locations are weighty, with long lead times and high prices. Those factors are probably why the Army’s force posture
in Darwin so often seems to diverge from what seems to be the wider defence strategy of successive governments
that seeks to take greater advantage of Australia’s strategic geography.
At present, the Army’s primary manoeuvre formations in northern Australia are the 1st and 3rd Brigades.
In Queensland, the Army’s commitment to northern Australia has been slowly growing. 2RAR Amphibious has
become a division-level capability, the arrival of 3RAR in Townsville has boosted total numbers in that city, and
capabilities have improved, especially with the formation of the 16th Aviation Brigade.
In contrast, the Army’s capabilities in the Northern Territory continue to dwindle, no matter how they’re portrayed.
The Defence organisation has divided the 1st Brigade between Darwin and Adelaide: a battalion group is located
in each. Recent discussions with Defence Department officials indicate that the 1st Brigade’s LAND 400 Phase 3
infantry fighting vehicles might not be based in the north, but near Adelaide. The argument is that northern
Australia’s wet season prohibits year-round collective and individual training. That decision needs serious
reconsideration, given the current strategic environment. It also needs to be considered in the light of the fact that
the time when the ADF might need to operate in and through the north mightn’t be the time that the Army prefers,
meaning that training and operating where it may need to be—all year round—might make sense.
Considering the climactic and environmental data for our region, we’re just as likely to deploy armoured vehicles
in conditions such as we see in northern Australia during the wet as we are to seek to deploy those capabilities into
conditions that are experienced in South Australia. That means the possibility of having to operate our armoured
vehicles in the tropics is high. While the Adelaide–Darwin railway is fully operational, a lot could ride on a single point
of failure if the Land 400 vehicles for the existing Darwin-based units aren’t based in and operated out of the north.
Adding to this manoeuvre challenge are persistent rumours that 1st Aviation Regiment will be moving to Townsville
to join 16 Aviation Brigade. While 1st Aviation Regiment operates armed reconnaissance helicopters, which have
yet to see active service, such a move would leave the Army’s Northern Territory footprint with a reduced role to
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play in contributing to regional operations. Perhaps in the light of this, 1st Brigade’s future could shift towards static
defence of the north’s airfields, ports and other critical infrastructure, although that would be a limited role for
what should be a high-performance force element. Regardless, there does seem to be a disconnect between policy
and decisions and presence on the ground. Arguably, now that Australia has less than a 10-year warning time for
conflict, Defence needs to reconsider its force structure and posture in northern Australia and its needs from the
wider industrial ecosystem there—along with Defence’s contribution to wider policy, planning and even cooperative
investment as a result.

RAN commitment
The RAN has made and delivered upon consistent commitments to spending and presence in northern Australia.
While some mariners have described northern ports as perilous, and in some cases prone to constricting navigation,
the north’s proximity makes it critical to the surveillance and patrolling of Australia’s most critical maritime
approaches.37 Those approaches are also a gateway to our northern and eastern neighbours and are essential for
our valuable energy trade, including with our Japanese strategic and economic partner.
Cash-strapped northern jurisdictions have regularly sought to use the Defence presence, including the RAN, as an
anchor client for economic developments. In many cases, the argument for this comes down to specific contracts
and capabilities based in northern Australia. Over recent years, those jurisdictions have sought to lift their focus
to a more strategic defence perspective. However, that approach is still not resulting in firm commitments from a
Defence organisation making increasing capital expenditure but facing continuing prioritisation pressures and, of
course, all against a background of a less than clear national economic future. These circumstances are preventing
the development of critical infrastructure and economic benefits.
The Northern Territory Government’s Ship Lift Project illustrates this point.38 For over a decade, the government
has seen the territory’s proximity to the Asia–Pacific region’s booming maritime industry as a potential economic
benefit. In short, Darwin could be a one-stop shop for marine maintenance and training. While it’s never spelled
out, the idea is that this kind of development could be part of an ambitious activity in regional engagement and also
even a major national security initiative that contributes to deepening regional strategic and defence partnerships.
The Northern Territory Government needs the kind of infrastructure that illustrates the credentials to underpin
its ambitions. Central to this plan has been the construction of a ship lift on government land in the East Arm of
Darwin harbour. The lift will raise vessels out of the water for servicing, repair or storage, including for safety during
cyclones.39 It will be capable of servicing large vessels used in the coastal shipping, offshore petroleum, fishing and
pearling industries, the ADF and the Australian Border Force. The ship lift will be 103 metres long and be able to lift
vessels of up to 5,000 tonnes. The facility will operate four wet berths and 20 hectares of hardstand area for repair
and maintenance works. These additional facilities will reinforce the Darwin’s marine maintenance and servicing
activities and create spin-off benefits for local businesses.
To build the $400 million facility, the territory has secured a $300-million loan from the Northern Australian
Investment Facility and external loans for the remainder. In December 2019, the Minister for Northern Australia, Matt
Canavan, talked up the benefits of the investment for Defence, saying that ‘it currently cost the Defence Department
$500,000 every time it sent a naval vessel to the ship lift in Fremantle, Western Australia for servicing.’40
So, this strategically significant investment, for which the Northern Territory Government is carrying the commercial
risk, will potentially make several substantial contributions to Australia’s national security. However, despite all of
this good news, the RAN is yet to make a formal commitment to use the facility, even though it seems likely that the
Navy will be operating an increasing number of vessels in Australia’s north.
A broader issue is how the Navy’s thinking and plans can or could work to increase the ability of Australia and our
partners’ and allies’ naval forces to operate from dispersed bases and facilities across the Indo-Pacific.

Small problems

The advantage that Australia’s key strategic geography provides for maritime forces in the Indo-Pacific is clear,
as we’re located at the hinge of the Indian and Pacific oceans and outside the dense anti-access/area-denial bubble
that the Chinese military has been seeking to create to threaten big US force concentrations in Japan, South Korea
and Guam.
At the same time, operating naval forces from Australia’s southern ports, or even Brisbane, reduces the advantage
of our geography in times of crisis and conflict, owing to the increased transit distances involved.

Resupply RAAF Base Tindal
RAAF Base Tindal, which is one of the nation’s most important bases, faces a supply-chain challenge. Resupply for
Tindal is reliant on road and air transport.
In the case of liquid fuels, all of RAAF Base Tindal’s resupply is transported via road from Darwin (Figure 4). While the
local transport industry maintains some surge capacity, that’s proven insufficient during periods of high operational
tempo (for example, during major exercises). Exercise goals may have been achieved despite those constraints, but
even major exercises don’t make the demands that real conflict does.
Figure 4: RAAF Base Tindal
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With the future development of the Beetaloo Basin looking more likely, it seems that demand for road transport
will increase, as will traffic along the Darwin to Tindal supply route. While Defence has committed to substantially
increasing the liquid-fuel storage facility at RAAF Base Tindal, that won’t resolve the supply-chain vulnerabilities,
only the holding capacity at the base. This vulnerability has impacts on the Northern Territory’s broader logistics
system because any unexpected surge in liquid-fuel consumption will draw supply from the broader community.
Until earlier this year, Defence had a plan to diversify its resupply options at Tindal. it was advancing an agenda for a
rail spur at the town of Katherine.41 The spur was to provide a link with the Adelaide–Darwin rail link, allowing for the
movement of munitions, fuel and other logistical supplies to Tindal.
In early 2020, the Parliamentary Standing Committee on Public Works heard Defence report that it would no longer
be building the spur. Instead, Defence will be relying on increasing bulk liquid-fuel storage at RAAF Base Tindal and
resupply via road from Darwin—an approach limited by the minimal road transport surge capacity. This appears to
be a suitable approach for mitigating peacetime demands for fuel, including during exercises.
For some years, the town of Katherine had planned to leverage the Defence rail investment to create a logistic
and agribusiness hub. Although Defence would be the anchor that ensured the plan’s commercial viability, the
development was set to establish alternative and complementary revenue streams, as well as short- and long-term
economic benefits for the region. This would work with some detailed planning for an expansion of the north’s rail
network to include an east–west route capable of moving agricultural and aquaculture products.
Considering the Covid-19 crisis, and the 2020 DSU, it’s clear that the rail spur project has merit for defence capability
and provides the government with an opportunity to promote economic growth and supply-chain resilience in
the north more broadly. Defence’s decisions were no doubt explicable in the face of competing internal budgetary
demands and the application of fuel-usage assumptions relevant in peacetime. Such assumptions have made
sense in defence planning for decades, so it’s not surprising that the shift away from planning on the basis of the
big strategic assumption that we’ll have 10 years warning time has yet to percolate through to this level of thinking.
But, while it’s not surprising, it’s also a poor result.
Regardless of the internal logic of Defence and other stakeholders, we still appear to have lost a combined economic
and national security opportunity. Despite this being a win–win for all, and an opportunity for promoting an
immediate economic stimulus and long-term economic activity, it seems unlikely that the NAIF or any other existing
program will realise Katherine’s ambitions or deliver the much higher capacity supply throughput to Tindal that a
rail spur would provide.
The problem here is that no single stakeholder had sufficient incentive to act alone and fund the rail spur, and every
stakeholder wanted someone else to be the first mover who would bear disproportionate costs and so enable the
others to then obtain the benefits of the investment. The predictable result is that no single actor did move first,
and so the multiple stakeholders all lose. There’s no rail spur.
This case study illustrates how the leveraging of national and economic security opportunities requires ‘big’
thinking. There’s a clear need for the different government stakeholders—ministers and agencies—to cooperate
with corporate actors and large private investment organisations (whether private equity or superannuation funds
or a combination of both) to work towards investments in infrastructure and industry ecosystems that enable
defence, other government and corporate operations that achieve national security and economic goals. This
type of planning and action goes well beyond approaches led by existing single departments and also further than
existing national infrastructure planning structures.
For Defence, a fundamental shift is to end the effect of the 10-years-warning mindset when prioritising further
investment in supply-chain resilience.

Small problems

Home basing
Most Defence officials would probably support the argument that concepts of force generation and force
deployment drive the Defence organisation’s basing decisions.42 While that might be the preferred approach,
current basing arrangements have been influenced more by sunk costs and assumptions about requirements
for the retention of ADF personnel. Furthermore, there are as many political and economic dimensions to basing
decisions as there are to the development of our sovereign defence industry and capability.
In a period of increasing strategic unpredictability and great-power competition, the concepts that inform force
basing and force posture seem to be changing. Central to US thinking, for example, is the concept of dispersal of
forces and the need to then supply and support dispersed forces from multiple locations, and locations that are
well outside the anti-access/area-denial capabilities of the US’s major-power competitor, China. Australia’s thinking
must take into account our US ally’s changed thinking and directions, particularly where they have implications for
how Australian forces and industry might work with their US counterparts, as well as for how Australian locations
and industrial support can provide advantages to the US that are in Australia’s national interests. This means going
further than the current agreed set of Australia–US Force Posture Initiatives.
More narrowly, the new strategic environment of limited warning time means that force generation and resupply
assumptions that were workable in the ‘strategic warning time’ era of the past 30 years need to be re-examined.
The likely implication is that the timeliness of deployment and logistic support has become a more important factor,
and that reliance on long supply chains, domestically and internationally, to provide what the ADF needs in our near
region north of Australia might no longer be feasible. Two implications of this new environment are that more of the
ADF needs to be able to operate more easily and quickly in our near region, and that that force needs to be able to be
supported and sustained in a deeper way out of the north than is the case now. That must involve deeper facilities
investment and deeper development of the industrial ecosystems that bases and forces will depend upon.
Long-held assumptions that ADF personnel and their families prefer postings in Australia’s major population
centres in the south, such as Sydney, Melbourne and Adelaide, perhaps also need to be retested in the light of
societal attitude change about the value of living in smaller population centres as a result of the pandemic, along
with the increased attraction of secure, well-paid employment like that available in the ADF in the more austere
economic times Australia and much of the world face in coming years. The effect of those systemic societal and
economic changes will make the north of Australia more, not less, viable for a greater Defence presence and
industry capability.

National fuel security
In February 2020, Australia held 25, 20 and 22 days of consumption cover for petrol, diesel and jet fuel, respectively.43
That falls well short of our international obligations and relies on regular resupply from extended supply chains.
The geographical distribution of existing liquid-fuel bulk storage further aggravates the problem: most of our fuel
storage is in Australia’s south, in Brisbane, Sydney, Melbourne, Perth and Adelaide. The larger populations in those
locations have supported some long-term investment in fuel storage and distribution infrastructure, which has
mitigated some, but not all, of the risk associated with long, exposed supply chains vulnerable to disruption.
Market forces, influenced over time by the economic promises of globalisation, have driven storage capacity in
those centres, so supply is reliant on just-in-time supply chains.
The story in Australia’s north, especially in the Northern Territory, is different. There, demand for petrol,
diesel and jet fuel is considerably lower than in the more populous southern states. The limited market makes
critical investments in fuel storage commercially unviable, so there’s little market competition. Continuity of
liquid-fuel supply relies on maintaining regular, scheduled maritime deliveries, with little in the way of resilience
or redundancy.
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Because of the limited quantities required and the long overland and maritime supply lines, fuel replenishment in
the north of Australia takes longer. As a result, the supply chain is more vulnerable to delays and disruptions, making
the region significantly less energy secure.
Historically and into the near term, given existing Defence plans and assumptions, that makes northern Australia
a place where the ADF must deploy with an expeditionary mindset, as it would overseas, rather than being able to
operate with deep national supply lines: an unnecessary strategic handicap to inflict on ourselves. Worse than just a
self-imposed constraint, it’s a failure to take active advantage of our strategic geography.
Oil companies argue that their flexible and responsive global supply chains mitigate the impact of limited storage in
northern Australia, but that seems overoptimistic, especially given the global supply-chain problems the world has
experienced so far during the Covid-19 crisis.
While relying on market forces to drive the development of critical fuel infrastructure may result in commercially
efficient outcomes in quiet times, it’s almost certain not to ensure the best strategic investments for Australia and
our national security and resilience in times of crisis because peacetime optimisation will lead to under-provision for
a time of crisis or conflict. The focus on efficiency in normal conditions is resulting in a premium cost for energy in
northern Australia that continues to inhibit development and create risks of supply failure.
The liquid-fuel supply chains in the Northern Territory are highly vulnerable to disruption from natural crises and
hostile actors.
The 2020 AUSMIN talks open the door to an enhanced US military presence in Australia, including the establishment
of a strategic fuel reserve in Darwin.44 The US, with Australia’s agreement, intends to establish a ‘US-funded,
commercially operated strategic military fuel reserve in Darwin’.
The AUSMIN announcement could well be an acknowledgment that the US has little confidence that the market or
the Australian Government will be able to solve fuel-supply and storage vulnerabilities in Darwin.
Ironically, an Australian consortium, led by the Airport Development Group, had proposed establishing and
maintaining a long-term fuel-supply and storage capability in Darwin. The group argued that the development
would have supported Australian and US military operations in the region, which looks true on examination of the
consortium’s proposal.
The project, which would have cost up to $200 million to build, included plans for additional fuel-storage facilities
at East Arm near Darwin. The facilities would have supported the importation and storage of large quantities of fuel
for naval operations and provided opportunities for extra aviation fuel storage, which is likely to be the core of the
US investment noted above. The proposed fuel storage facility would have been ‘capable of holding 60 million litres
of diversified fuel with the opportunity to expand to 94 million litres, bringing the total storage space in Darwin to
268 million litres’.45
Unfortunately, the Airport Development Group was unable to secure support from either Defence or the federal
government. It all stalled on who was going to pay more for their fuel (which is an example of the stakeholder
behaviour I’ve described above).
While the fuel storage announcement sounds like a win, there are challenges. The US Government’s ‘America
first’ policy probably means that a US company will need to lead any joint venture. Washington’s Miller Act
bond requirements mean that local construction firms in the Northern Territory will have to meet 100%
bonding requirements.46
The US Government’s fuel reserve announcement at AUSMIN may address this issue in the Northern Territory,
but it will no doubt be centred on US needs first. It also looks like an embarrassing demonstration that the US
understands the strategic value of our north in ways we seem to struggle to appreciate, or at least act upon.

BIGGER THINKING

Defence’s commitment to northern Australia, and its spending, are critical to Australia’s broader national security
and economic development, and an economically and socially prosperous northern Australia is essential for
our national security. The second- and third-order impacts of Defence spending serve to inoculate against the
social implications of economic recession, mitigate the possibility of foreign interference and contribute to social
cohesion. However, the Defence organisation’s current policy approach to investment in northern Australia results
in piecemeal efforts.
Defence can’t, of course, be the sole designer of the kind of nation-building investment that’s needed. It should be
part of a broader strategy, which at the very least shouldn’t have the effect of promoting sugar hits of economic
investment with little impact on underlying resilience and prosperity.
The 2019 ASPI report Strong and free? The future security of Australia’s north argued that there’s a need to
reconceptualise northern Australia—defined as those areas north of 26° South—as a single scalable defence and
national security ecosystem. The report called the concept ‘FOB North’ and outlined in broad brushstrokes the
requirements for developing that ecosystem to deliver integrated support to current and future ADF and national
security operations. The FOB North concept focuses on creating a vision of northern Australia and its defence
infrastructure being in a state of readiness to support a range of defence contingencies with little warning. The
construct was used in that report to expand thinking, although there’s some risk that the analogy might lead
to limitations in what the north can and should be able to do to support our nation’s military in times of crisis
and conflict.
Following the publication of Strong and free, there was some initial discussion of the concept of FOB North that
seemed to indicate that policymakers might just adopt a heuristic response to the idea. However, more recently,
it appears that, after some encouraging discourse, three factors stifled further progress. Some couldn’t reconcile
the short-term life of a traditional tactical FOB with the need for a scalable northern industry base (illustrating the
risk noted above). Others argued that an ADF home-based in southern Australia could defend the continent and
its maritime approaches, although perhaps without taking the changed strategic environment and its effect on
planning assumptions into account. Probably the most significant challenge, though, has been in drawing together
the various levels of government and department and agency silos and matching them up with relevant corporate
and financial actors to develop a holistic approach to developing a scalable industry base. Creating such an industry
base requires a nation-building focus from all those stakeholders, with defence spending only playing a part.
Over the past six months has come a series of unprecedented challenges: Covid-19, economic recession, global
economic challenges, a rapid decline in the global security context, new defence strategic updates and plans,
and AUSMIN announcements. Keeping ahead of these kinds of changes is hard for policymakers. It seems clear
that strategic warning times have now moved away from our comfortable and long-held assumption that we’ll
have, as a nation, more than 10 years to prepare for a future conflict. Therefore, some big nation-building efforts
are needed if we’re to address a series of critical national security vulnerabilities—at the very least energy and
munitions resilience.
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Add to this that we live in an era in which long-range precision-strike weapons are coming to the fore. To survive and
remain lethal, the ADF will need to operate across a range of dispersed facilities rather than rely on its traditional
fixed bases.
One option for Defence could involve substantial force structure and posture changes, with a northern focus.
A change in force posture would be welcomed by a range of northern jurisdictions and would be very likely to
provide value to the ADF. Moreover, it would undoubtedly lead to increased defence spending in many of these
cash-strapped locations. The solution to this problem needs to involve much more than a simple ‘Let’s head north’.
Furthermore, much more will need to be done to enhance the economic and social capacity of Australia’s north to
ensure that it could support such a change.
So, is it reasonable to expect Defence to provide the kinds of short-term economic stimulus and long-term
investments to assure a scalable industry base, let alone an economically and socially prosperous northern
Australia? Given the breadth of challenges in the 2020 DSU, the Defence organisation is likely to continue to prioritise
capital expenditure, and that spending will also have some effect as an economic stimulus policy lever. Therefore,
it seems unlikely that Defence could do much more in monetary terms without a significant policy shift towards
balancing infrastructure needs with capital expenditure.
On 5 August 2020, Prime Minister Scott Morrison provided a clear policy answer to this question in his address to the
Aspen Security Forum’s ‘Tomorrow in the Indo Pacific’ conference: ‘Security and trade policy approaches must be
well integrated, they cannot work against each other and in isolation from each other.’47
Despite a hundred years of policy efforts, and untold government investment, northern Australia remains
underdeveloped. Three decades of continuous economic growth have dampened efforts to get our nation-building
in the north right. Over the same period, the absence of immediate existential national security threats has ensured
that public discourse rarely considers force posture in terms of geographical distribution, and even more rarely runs
to thinking about how the broader industry and infrastructure ecosystem might need to operate to support our
military in times of major conflict. But that’s exactly what the ‘poorer, more dangerous and more disorderly world’
Australia is living in now requires.48
With all that’s happened to Australia over the past 12 months, now is the time to think and act more in Australia’s
north. There are other direct and indirect national security dividends to be realised. For the ADF, maintaining a
social licence to operate in the north can’t be assumed, and old planning assumptions about the retention of
ADF personnel can be rethought or, at the least, retested in the light of new societal attitudes and the changed
economic and job prospects of many Australians. For national security reasons alone, economic and social capacity
in Australia’s north needs further investment. That investment shouldn’t be viewed simply as a defence or national
security activity; those lenses ought to be combined with an economic perspective and focused on nation-building
efforts to increase the resilience of our north and, as an important outcome of that, allow more effective
deployment and sustainment of the more powerful, deterrent ADF that the government is investing in. The point
here is relatively simple: northern Australia is strategically important and has the space and opportunities to ensure
that it’s economically vital.
Although central economic planning has long fallen out of vogue, Australia’s financial future and national security
are reliant on the kinds of economic investments in northern Australia that are unlikely to be generated by the
market alone. A new national planning approach that takes in combined economic and security needs, or a national
building effort focused on national security that covers northern Australia, is needed.
While the Covid-19 pandemic crisis continues unabated, it seems that unpredictability and uncertainty will result
in a drive for Australian policymakers to revisit our geopolitical and economic assumptions more regularly. The
challenge here is adaptive rather than technical. It requires the development of a new paradigm in national security
and northern development. In sum, that will demand greater strategic agility in synchronising economic and
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national security policy, with a common goal of increasing national resilience to address vulnerabilities exposed by
the pandemic. Furthermore, that change will need to occur at a time when our financial and policymaking capacity
is already under immense pressure. Bigger and bolder thinking is needed to address national security and defence
challenges in northern Australia.
At the beginning of what looks likely to be a protracted global economic recession, it’s going to be hard to think
‘bigger’ about national security and northern development, but it’s even more important to do that now than in
quieter, more prosperous times.
Here are some examples:
•

Developing northern Australia’s rare-earth elements extraction and processing industries could provide
tremendous economic benefits and mitigate global risks from China’s current market domination.

•

Domestic production and maintenance of one or more families of missiles, using ‘fourth industrial revolution’
industry practices and the north’s space, offers economic benefits and national resilience.

•

Northern centres from Western Australia to northern Queensland offer potential sites for Australia’s future
national strategic fuel reserves, bringing with them economic stimulus and short- and long-term jobs.

Covid-19 has brought with it a global economic challenge, but, because it has occurred against a backdrop of
historically low interest rates and is driving rates even lower, there are many opportunities to be explored. A clear
nation-building strategy centred on promoting economic and population growth across northern Australia will
be critical in navigating this period of great uncertainty and critical in increasing our nation’s ability to operate—
and support our military as needed—during times of crisis and conflict. Our northern strategy needs to align
with an all-new national security strategy. Moreover, Defence needs to undertake a force structure initiative
that considers force generation and defence more than political drivers, and that applies the radically different
assumptions, concepts and plans that should flow from the end of the decades-old 10-year-warning planning
basis. For their parts, the governments of Western Australia, the Northern Territory and Queensland need to work
to address northern cultural mythology that continuously sustains the vast differences between northern and
southern Australia.
The key to making this work isn’t dated policy measures such as the NAIF. Economic responses to Covid-19 need to
focus on developing new economic models that take advantage of the various opportunities north of the 26° South
line and that understand the rivers for investment in greater industrial and infrastructure resilience in our north that
apply to large corporate actors, as well as to private equity and superannuation fund decision-makers. Success will
require policy measures that consider migration and its role in population growth. In the absence of such planning
efforts, there are risks that the Australian federation’s various jurisdictions will make bad national security decisions
because of unnecessarily narrow considerations, like Victoria’s decision to join the Chinese Government’s Belt and
Road Initiative.
Northern Australia needs people, infrastructure and investment. It needs a critical population mass that will allow
it to become sustainable and grow further. While defence spending has a place here, it ought not be considered the
sole source of national security investment in the north. While Defence isn’t the only answer, there is, of course,
room for consideration of how defence spending can assist national security and nation-building.
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This report has highlighted the vast economic opportunities in northern Australia and how they can contribute to
our national security. I’ve also made the case that, while defence spending is vital to northern economies and nation
building, it’s focused more on the Defence organisation’s more narrowly conceived portfolio capital investments
in defence establishments and facilities rather than on much-needed broader national security and economic
decisions. Instead, there’s a need for the federal government and the Northern Territory, Queensland and Western
Australian governments to take a more holistic perspective on northern Australia’s critical economic and national
security role. The cities of Townsville, Cairns, Darwin and Katherine are vital to our defence, but also to our financial
and national security. They’re most definitely more than home bases for the ADF.
The Australian Government needs an integrated national and economic security strategy that encourages
collaboration and synchronisation with state and territory governments. I offer the following recommendations
with that in mind:
1. The Australian Government needs to develop a northern security strategy, and that strategy needs to detail
policy guidance on the economic and social development of northern Australia. The strategy should specifically
focus on building national resilience.
2. The northern security strategy should form the conceptual basis for a complementary northern Australia
resilience strategy. That strategy must focus on both preparation and recovery from increasingly frequent
extreme weather events.
3. The federal government needs to give consideration to splitting the roles of the Minister for Resources, Water
and Northern Australia and establish a new role of Minister for Northern Resilience and Development. In addition
to northern Australia responsibilities, the minister should focus their efforts on developing and incubating
nation-building opportunities that synchronise economic, national security and defence efforts.
4. The government should consider appointing a deputy-secretary as a northern Australia adviser within the
Department of the Prime Minister and Cabinet to encourage more significant consideration of nation-building
and northern development in whole-of-government policy development.
5. Federal government thinking needs to be combined with state and territory government direction and plans
and, just as importantly, needs to take into account the capacities and interests of large corporate actors that
build and use infrastructure, likely new users of expanded infrastructure and industrial capabilities, and sources
of financing beyond government (private equity and superannuation funds being examples of likely available
‘patient capital’, given global economic circumstances).
6. The Defence organisation should undertake a force posture review that considers basing arrangements in
Australia and whether the current security context necessitates further changes and realignments in the
light of the ending of the 10-year-warning assumption and the supply-chain vulnerabilities exposed by the
Covid-19 pandemic.
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7. The Department of the Prime Minister and Cabinet should consider undertaking a review, in partnership
with Defence, of existing mature public and private proposals that have national security or defence value.
In circumstances in which proposals have high potential value for Australia’s national security and also provide
wider economic and resilience benefits, additional funding ought to be considered, including through partnering
with private actors on such investment.
8. The NAIF approach to northern development doesn’t support the kind of national investments needed in
northern Australia; nor does it encourage the kind of entrepreneurialism that’s required. The federal government
should consider reviewing NAIF governance arrangements so that the facility emphasises projects that
contribute to defence preparedness or national security. Private–public partnerships focused on providing
national and regional energy resilience should be given priority. For example, the development of condensate
plants in the Northern Territory could provide us with the capacity to meet some of our liquid-fuel requirements.
9. The government should consider establishing a national security fund. The fund should be used to promote
national resilience and take up sovereign opportunities that under normal circumstances would be limited
by globalisation.
10. National security and resilience need to be far more significant considerations in northern development
policymaking. As a starting point, the federal government needs to consider appointing a national security
adviser for Covid-19 recovery efforts. The adviser would need to help ensure that Australia’s Covid-19 recovery
efforts have a strong focus on building greater national resilience and security across the breadth of the
country’s nation-building efforts.
11. Most critically, the federal, state and territory governments need to develop a multistakeholder model for the
development of Australia’s economic and security ecosystem in our north to get beyond the recurring obstacles
that flow from each stakeholder waiting for another to be the critical first mover on projects that would
otherwise advance multiple stakeholders’ interests.
The opportunity from historically low interest rates for funding and the attraction of Australia as a low-risk, stable
centre for investment, combined with clear public expectations about our economic and security resilience, mean
that now is the time to act to develop Australia’s north. That’s some good news in the difficult times the world is
experiencing through the pandemic and the rise of major-power competition and the risk of conflict.
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