BUILDING INTEGRITY IN DEFENCE ESTABLISHMENTS: FOUNDATION MODULE

PROCUREMENT EXERCISE

INTRODUCTION

Defence procurement consumes about $1.7 trillion annually and is widely regarded
as the source of many corruption scandals. Military procurement is probably the
easiest area in which unscrupulous politicians or senior officers can be involved for
substantial personal gain. By its very nature, procurement is commercially sensitive
and equipment capability is often highly classified thereby excluding all but those
closest to a project. It is therefore relatively simple for those in authority, or part of
the procurement process, to influence what is acquired, whether it is necessary and
capable or not.
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SITUATION

You are members of the immediate staff of a newly appointed reformist Minister of
Defence who is attempting to reduce corruption and build integrity, particularly within
the procurement process. You have recently attended an Anti Corruption Course,
and the Minister’'s secretary advises you that the Minister has just received a note
from the Chief of the Air Staff regarding the acquisition of some new aircraft. The
Minister has asked for advice on whether the procurement represents best practice
or if there is any bribery or corruption potential likely from the acquisition.
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EXERCISE REQUIREMENTS

1. Discuss with your group any issues you identify with the letter — are there any
omissions and inaccuracies? What additional questions might you suggest the
Minister asks of the Chief of Air Staff? (20mins)

Fliedhz 8o s 2P FLEF 487 2w 24 PAVIELE
? IERINE MAR T E D £ ? (20 2 48)

2. Identify the key areas of corruption risk should this procurement go ahead as
outlined and nominate a spokesperson (20mins)
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3. Groups will present their findings (20mins)
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20 June 2016
Dear Minister of State

| have the honour to report that we continue to experience considerable difficulties
with our operations to counter the illicit smuggling of drugs. You will be all too aware
that our current combat fleet has been in service in country for some 35 years now
and even on entering the inventory were cascaded surplus equipment. Regrettably
the serviceability of both types has fallen considerably during the last 12 months of
operations due to the lack of spare parts availability; this has been compounded by
the increasing costs of many line replacement units, especially radios. Our
operational edge has been further eroded as you will note that 3 weeks ago
smugglers utilised a Beech twin which, according to commercial data, has an
Indicated Air Speed of 175 knots (speed) at sea level, some 25 knots faster than the
Cessna 150 aircraft that are normally encountered.
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| have therefore set in train procurement action to rectify the situation and seek your
agreement that you will raise the matter with Parliament for formal endorsement. You
will recall that there has been some debate over turboprop and turbofan in the press
but that agreement for airframe acquisition has been approved in principle by
Parliament and therefore formal transfer of funding to my military budget is therefore
requested. The procurement strategy is outlined below but | would be pleased to
present this to you in more detail either in writing or verbally if you fell that this would
be helpful.
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The existing fleet of 24 Cessna 137 jets currently have an availability daily of some
20 percent which, | am sure that you will agree is unacceptable for a front line force
engaged in combat operations. | therefore believe that we need a modern fleet of
turboprop aircraft with speeds in excess of the 175kts we are currently encountering
and strongly recommend airframes with a maximum True Air Speed 15-20% greater
at sea level. Naturally, we need airframes that are capable of flight across the entire
terrain spectrum with the ability to take off and land at our higher bases which are at
8000 feet above sea level in the mountains.
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I am well aware that there is growing interest both in the US and Europe, especially
the OECD, in anti corruption activities and have therefore set in train a competition,
for possible candidates to replace our fleet with 24 new build combat aircraft. There
will be a full assessment by specialist pilots from my staff to confirm that the
candidate aircraft fly at the speed declared by the manufacturer and that it can take
off and land from all of our current operational airfields. | view this performance in
particular as critical, and the operational imperative will carry some 75% of the
assessment weighting in the competition. Indeed, in recent times we have suffered in
combat availability due to aging airframes and therefore | hope that we will have the
opportunity to evaluate a range of airframes including newly developed types, this will
give us the cutting edge of production and on one possible airframe permit us to be
the launch customer — a highly prestigious achievement!
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Turning to the detail of the airframe acquisition, in particular you will be aware that
our current fleet is inefficient and consumes considerable quantities of fuel; the new
airframes therefore MUST use less fuel per hour as this is a hugely important issue.
In addition to the funding for the airframes, each of the manufacturers, or
consortiums, will be requested to provide advice on training and spares packages
and | feel that we must ensure spares availability for at least 10 years following
contract signature. Furthermore, | will seek best advice from current manufacturers
on specialist equipment although one areas that | am adamant about is protect of my
pilots from small arms fire and therefore self sealing fuel tanks are an essential safety
requirement.
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Further, in accordance with current National legislation, | can confirm that there will
be a requirement for a full offset package against the acquisition which will be
approved by the Ministry for Economic Affairs, and | am pleased that there will be a
team of 5 civil servants dedicated to this task for the next 6 months, or until contract
signature, whichever is the longer.
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As to detail of timings, you will, of course, agree that we need to progress the
acquisition with the greatest degree of speed, coupled with careful handling to ensure
that we get precisely the correct tools for the task. | have therefore set the following
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timelines to my staff: outline technical specification completion by 5 July; international
notification of competition 6 July with declarations of interest required by 5 August;
formal tenders, following clarification of any issues arising, would be required by 21
September; an in country fly off would take place in 5 October and contract award
scheduled for early November. Offset negotiations would be complete by 2
December and depending upon availability | would expect the new airframes to start
arriving about 3 to 6 months later.
BTSSR KA D R T pE R

TP 5P @ % H R i

TP 6P " REE A

81 Hp P HHE T gpk LY SR

9% 21 p  ABMHREZHEZ BRER

107 5p : Rp =&

117 +a @ z2F 4k

127 2p :"/EXQEF

ATA|FAS R X 36 B 2 P o

| have the honour to be, Sir,

Your obedient servant,
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