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‘Sinews’ stretched

‘Thousand
cuts hack
Aust future
capabilities

NBERRA — The govern
‘ ment-funded Australian
StrategicPolicy Insti tutehas
pleaded with the Defence Depart
ment not to put pro curement on hold
while it swesats out the new Defence
Capabil ity Plan. TheDCPisnot due
be fore the end of the year.

ASPI recallsthehi atusbeforethe
last White Paper (which ASPI di rec-
tor Hugh White sub stantially wrote)
when dl Defence procurement
ground to ahalf. It saysthisvac uum,
in part, can be blamed for the sow
deliveryof capability, which is one

Sinews, to Page 2

=| Solomons prog ress. (Above) Malaita leader Jimmy Rasta,
wear ingwrap around sun glassesand 7.62 cal i brebelt for

hisMAG 58 ma chine gun with members of his Ea glesforce,
handed in their weapons at a cer e mony. (At left): No, not
tor ture. At the Guadalcanal Amer i canMemorial inHoniara,

Ser geant Greg Prit chard, Pipesand Drums 2RAR, plays for
Se phen Zaku, a vet eran scout who aided USMarinesdur ing

the Bat tle of Guadal canal.

Painting QF black —an I mpulse?

SYDNEY— It could be our nasty,
paranoid mind but the sud denrash
of mediare portsof rude Qantas
staff, dip pingin-flight standards
andindustrial problemsseems,
somehow, coor di nated. Thetrigger
was CEO Geoff Dixon an nouncing
astudy for ano-frillsdo mesticair-
line run ning on a low-cost base.
Histrig ger inturn wasthelift
ing of Vir gin Blue' smar ket share
over 30 per cent on some routes.
Some time ago Dixon named this
figureashis“lineinthesand” .
Not that the complaintsaren’t
credi ble. Thereisanatti tudein
Qantas, unfor tunatelyamongboth

flight and ground staff who arein
contact with the public, of vast su-
periority.Occasionallyitbreaks
out and bruisesthecustomers.

Obvi oudly, theair linewon't tol-
er ateit and will stamp it out. But
unionsdon’t seemto have grasped
that theair lineindustry has
changeddramati callyinthepast
cou ple of years and the good times
have ceased toroll. An sett staff
did n't—and look what hap pened
to them.

(Handsup every onewho was

of fended that thetravel lingpublic
Qantas, to page 2 |
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Swift, from P1

of thefaultsitslat est paper criticises
and the rush of ap prov als, af ter the
White Paper, probably contributed
to problemsinmanagement.

The paper, Sinews of War: The
DefenceBud getin 2003 and howwe
got there, critically analysing the
Defence budget, says the increases
thisyear takecare of op er ational ex
penses. But it doubts whether
enough is being allocated to take
careof futureequip ment needs.

White in the past has used the
“train crash” metaphortoil lustrate
the way big-ticket procurements
have been al lowed to run to gether
because of lack of investment in
past years. To this now, he adds the
term “ death by athou sand cuts’.

The paper's summary reads:
“Government’s Defence Capability
Plan (DCP) looksdecid edly shaky:
$210 mil lionworth of spend ing has
been deferred over the last two
years and an other $642 mil lion ‘re.
sched uled’ from the next four.

“Defence underspent the funds
available for investment by about
$200mil lionfortwoyearsinarow.

“...thisisnot (yet) awhole sale
scaling back. However, if left un-
checked, it could eventu ally mean a
death by a thousand cuts for the
Government’s plans for the future
ADF.

“

. .some capability gaps will

Sinawn of swar—anWans mansy

emerge as equip ment planned for in
theWhite Paper ar riveslate.”

But it's not merely the fault of
the government: “The reductionin
planned capi tal invest ment doesnot
reflectareduced commit menttode
fencespending by the Gov ern ment.
In fact, al indications are that the
money is available — if only De
fence can pro vide an assur ancethat
it will be spent.

“Unfortunately, . . . escalating
costs mean that we can't af ford the
capabilities sought with the funds
set asideand the changing strategic
environment has sparked a debate
ontheforcestructurepri ori tiesthat
under pinit.

“Thus, as it stands, the DCP is
undeliverable,unaf fordableandun
certain. Accordingly, the Govern
ment has prom ised are view of the

DCPduein Oc to ber thisyesr. . .

“If theis sueswith the DCPwere
not enough, Defence hashad major
problems with managingitsbudget
over thelast two bud get years. . . .in
2001-02 $777 million accumulated
inthebank andadministrativeover-
heads grew to unsustainable levds
while the Services went short of
money for logistics. This reflects
lax bud get disci plineandafail ureto
al locatefundstopri orities.

“This year's budget shows en -
couraging signs that greater fiscd
disci plineisinplace. .. But it will
be some time before these initia
tives take effect and they may be
some thing less than a com plete so-
lution.”

Snews sets out three impera
tives:
 Delivernewcapabil i tiesontime
¢ Improvetheunder standingof the

cost of capability; esablish fi -

nancial discipline and “enable

anddemandaccountability”.
« SortouttheDCPandthestrategic
pol icy that under pinsit. The review
of the DCPneedsto do far more than
just jug glethecur rent set of projects
into anew pack age. Tobecredi ble
the review must provide an
achievable program of capitd
investmentunderpinned by a clear
state ment of our strategic andforce
structurepri ori ties. Thisneedstobe
accompaniedby arenewed funding
commitment.

Qantas, from Page 1

was illegitimately milked, as if by
right, to fund benefits which the
failedair linecould not!)

Mediareportshave seized on
Dixon’ san nounce ment that Qantas
would study a low-cost car rier asif
it were an ac cepted fact. Ap par -
entlyitisstill tentative.

Dixon’ sannouncement should
send a shiver through Vir gin Blue
which, asit ex pandson to “ thin”
routes, must be seeing its own costs
rise. It could also head off potential
rivalssuchasSingaporeAir lines.

Qantasal ready hasan in-house
model for anop er ation, thefailed

Impulse. Impulsewastruly a vir
tual air line.

It farmed outitsmaintenance
and itsbag gage han dling. We never
got to the bot tom of how its flight
staff wereemployed butindi cations
arethey werework ing through ala
bour-hire operation.

Impulse’ s passenger handling
was even slicker than Vir gin's.

If Qantas takes the plunge, it
could dust off the shelved Im pulse
(whichheldanAir lineOper ator’s
Cer tifi cate—achievement of which
ledtoacostly delay for Vir gin
Blue) and also build on the highly
successful AustralianAir linesexpe-
ri ence. CEO DenisAd amsand his

team have leaped through those
start-up hoops.

Weflew Impulse on several oc-
casionsandwereimpressed with
theseat ing comfort of itsBoeing
717s, now fly ing in Qantas colours,
par ticularlyifyou could get aberth
in one of the two-seat rows of the
five abreast cabin. With itsrange,
comfortandflexi bil ity, the717 has
turned out to be an un der-estimated
aeroplane.

Wehavenothing butad mi ration
for what Vir gin Blue hasdone and
weareim pressed with its pro fes
sional ismand spirit. But thefun
may go out of it if Qantas launches
a new ri val. —John Stackhouse
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(CANBERRA — DSTO and Tenix,
thelargest Australian-owned De
fencecontractor, havesigneda
strategicindustry al li ancetofor-
malisea15-year relationshipof
turning con ceptsand R& D into
commerce.

Thethree-year agree ment was
signed by DSTO Chief De fence
i entist Dr lan Chessell and Tenix
Defence CEO Rob ert Salteri dur-
ing National Sci enceWeek.

Theal li ancewill creategreater
col laborationinAustralianDe
fence re search and movesthe two
or gani sationsintoamorestrategic
partner ship.

Tenix will continuetoinvestr
gatethemar ket potential of prod
uctsandser vicesorigi nally

devel opedfor defenceindustries,
andindoing so, becomere spon s
blefor real isingthecommer cial
potential for thesetechnol ogies.

Chessell said that theal li ance
will en sure DSTO and Tenix can
enhanceprogramsinnaval war-
fare, landminedetection and coun
ter-terrorism.

“ ByteamingwithanAustralian
owned companytocommer cial ise
defencetechnol ogiesand concepts,
theintel lectual capi tal andother
economicbenefitsderivedfrom
DSTO programmeswill stay in
Augtralia.

“Last year alone, Tenix helped
to deliver close to $250,000 in roy-

al tiestotheFederal Government
fromturningtechnol ogiesand
DSTO conceptsintocommerce,”
Chessell said.

“We hope to see many more ex-
citingprojectsorigi natefromthe
al li ancewith DSTO, aswehavein
the past withini tiativessuch as
JORN, theLaser Air borneDepth
Sounder, Datagate and en hance-
ments to the ANZAC Class frig-
ates,” Salteri said.

“Theal li ancewill al low Tenix
and DSTO to align their re sources
andex per tiseand shareinfor ma
tionmoreef fectivelytomaxi mise
oppor tunitiesof strategicsignifi
canceto Defence.”

Ferrawins JSF machining work

BRisBANE - Lightweight metal
machining specialist Ferra Engi
neering is the the sixth Australian
com pany to win work on the global
Joint Strike Fighter pro ject.
Lockheed Martin and Northrop
Grumman selected Ferra as a pre
ferred sup plier tothe JSF project. As
a result, tier-one subcontractor
Marvin Engineering has selected
Ferraasasolesourcesup plier for the
manufactureand assembly of al ter-
native misson equipment weapon
adaptorsduringthedecade-longsys
temdevel opmentanddemonstration
and low rate initid production
phases of the JSF pro gram.
FerraEngi neeringemploys110at
its facility in Bris bane and is one of
Australia sleadingmanufacturersof
light metal com po nentsfor thetele-
communications’  eectronics, de
fence/aerospace and automotive
industry sectors.
It also hasapresencein the US.
Marvin En gi neeringisone of the
biggest precison-machining firms
in the US, special isingintheengi-
neering desgn and manufacture o
aerospace components including,
pylons, adaptors, bulkheads, and
other structural components.

Marvin and Lockheed Mar tin ex
ecutivestoday signeda US$20 mil-
lionMemorandumof Understanding
with FerraEngi neeringfortheAME
adaptorwork.

Ferra has the potential to secure
ad di tional work dur ing the full pro.-
duction phase vadued between
US$77-$177 mil lion.

Metal Storm tests
40mm system

BRisBANE - Metal storm saysiit
hassuccessfully completed” another
impor tant stageinitsprod uct deve-
opment program in preparation for
planned firing demonstrations in
AustraliaandtheUS’.

The company successfully con
ducted a livefire test of a
“rapid-reload multi-shot cartridge’
for its 40mm pod system and 40mm
projectiles usng an “eectronic in-
ductive ignition sysem”, which
elimi natesin-barrel contacts.

The 40mm multi-shot cartridge
providesasimplemeansfor rapidre-
load of both single-barrel shoulder
fired weap ons and larger multi- bar-
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rel Metal Storm pod systems.

The inductive ignition equips
Metal Storm with a choice of firing
systems, including a hard wired
elec tronic system and ashielded in-
ductivesystem. Inductiveigni tionis
alsoresistant tomoistureor for eign
mat terinthebar rels.

Metal Storm’ sdi rector of sci ence
andinnovation, Mike O’ Dwyer, said
the tests will be re fined and the sys-
temswill then bein cludedin hison
goingmulti-barrel poddevel opment.

“Thetested car tridges are built to
load four 40mm gre naderoundsin
each and this may later be in creased
to five or six 40mm rounds,”
O'Dwyer said.

“We have recently demonstrated
our 16-barrel 40mm grenade pod,
andstacked' ex plosive' flash-bangs.

“Metal Storm’s electronicindue
tive ignition system can be devet
oped to communicate  with
intel li gentprojectiles, providingtar
get up datesto each projectile, inthe
bar rel and duringflight.

“These developments [will] se-
cure our technology as the ‘smart’
delivery systemfor‘intel ligent’ pre
jectiles. This enhancesour abil ity to
fire either lethal or less-than-lethal
muni tionsfrom the one multi-barrel
system and switch from one to the
other injust afrac tion of asec ond.”



Why RAAF must have the F-111s

y Dr Carlo Kopp

ELBOURNE — The move to
get rid of the F-111s ech oesthe
man trathat “ no threat will existto
Australiafor thenext 10-15
years’ . Ineffect, thisar gu ment
betsthe farmon the near re gion
remaining stable, cohesiveand
alignedwith Australia—aremark
able con clu sion given what we ob
serveontelevi siondaily.

Australiawill run a seriousrisk
ifitretirestheF-111without a
crediblereplacementcapabil ity.

Thecentral issue, asidefromthe
mili tant, Islamicter ror movement,
istheprolifer ationofadvanced
Russian missileand fighter tech-
nology.

These are considerations dis-
tinct fromthe* bread and but ter”
issueof providingdiggersonthe
groundwithsustainableprecision
heavy fire supportinany
Timor-likeregional contingency or
anylarger oper ationtoroot out
ter ror istsintheregion—atheme
repeat edlyraised by Cabi net last
year.

Storm clouds over theforce horizon

The Su-37's Co braroutine at the
Moscow! nter national Air Show

Soear heading thethreat to Aus
tralia’ sregional posi tionarethe
su perb, 750-nautical mileradius
Sukhoi SU-30 Flanker fight ers,
Russia’ sequivalenttotheBoeing
F-15E/K mod els. With buddy re fu

el ling, itiscapableof
crossing the sea-air

gap.

The Su-30s now be-
ing sold in Asia are like
thead vanced Su-35+
and Qu-37 fight ers, most
using 2D thrust
vectoring, canards,
phasedar rayradars
andWesternavionics.

Equipped with sec-
ondgener ationvari ants
of the Vympel
R-27/AA-10 Alamo,
R-73/AA-11 Archer,
R-77/AA-12 Ad-
der/AMRAAM-ski
air-air missilesSu-30s
out per formthe F/A-18
familyfight ersacross
theboard. Theyareagenuine
chal lenge for the both F-15 and
the new JS-.

To next page

Global Hawk
OK for airspace

SAN DIEGO - As Northrop
Grumman’ s Global Hawk UAV en-
ters first phase commercia produc
tion, the FAA has granted a
Certificate of Authorisation to
USAF tofly theRQ-4 Global Hawk
innational air space. Thecer tif i cate
is the first US COA granted for an
unmannedair system.

The high dtitude, long endur
ance Global Hawk has been fly ing
inrestrictedair spacedur ingtake-off
andlanding beforequickly ascend-

ingtoal ti tudeshighabovecommer
cia air traf fic. The COA paves the
way for it to support homeland de-
fencemissionsinnational air space.

Virgin getsits
very own 737

BRISBANE - Virgin Blue Air-
lines has taken deliv ery of itsfirst
owned aircraft, a US$62 million
Boeing 737-800deliv eredfrom Se-
dtle.

The aircraft arrivedinAustralia
af ter a brief stop-over in New Zea-

land whereit re ceived itswinglets.

Virgin will buy an other nine air
craft over the next 12 months.

Virgin Blue secured the finane
ing through the Royal Bank of Scot-
land, with support from the US
Import/Ex portBank.

Chief Executive Brett Godfrey
said the financed purchase “bal-
ances our fleet of leased and owned
arcraft”.

Virgin Blue's existing fleet is
leased through various lessors, in-
cluding Boullion, CIT, GECAS,
ILFC and Tombo. Thear rival of the
first owned air craft takesthefleet to
32.
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(Contd) Why RAAF must have the F-111s

| From previous page

The Sukhois can be used as
bomb ers, armed with stand off
weaponsequivalenttothe
AGM-142 — such as the Raduga
Kh-59M, TV guided bombs like the
GNPP KAB-500/1500Kr, Har poon
cloneanti-shipmissileslikethe
Zvezda Kh-35U, and the unique
Zvezda Kh-31 Kryp ton long-range,
ramjetanti-radiationmissiles. It
can also carrythemassive, su per-
sonic, sea-skimming Raduga Kh-41
Moskit/Sun burnand MBRPA
Kh-61 Yakhont anti-shipping mis
siles.

Thus Su-30s can pro videro bust
preci sionstrike, defence suppres-
sionandseacontrol.

Chinaisbuild ing up aforce of

350—poss bly upto 500 Sukhois—
rival ling the USAF F-15fleet. In
dia hasor dered almost 200.

Closer tohome, Malay siahas
or dered 18 Su-30MKMsand Indo
nesiafour Su-30Kls, alead-in
batch for a planned TNI-AU fighter
fleet of about 50 Sukhois.

RussiansourcesclaimJakarta
alsoisshop ping for the
S-300PMU/SA-10E/SA-20 Grum
blesur face-to-air missilesystem—
anissueinitsownright.

Theacqui si tionof advanced
weap onsbymar ginallystablena
tions like Indonesiashouldbeof
genuineconcern; evenmoreso, the
stagger ingnumbersbeing pur-
chased by China.

Threatrequiresbothcapabil ity
andintent.HistoricallyAustralia

has had thetech ni cal edgeand ca
pabil ity hasbeenlacking. Thisis
all changing now.

Given that the F-111 isthe only
ADF asset capableof outranging
the Sukhoi fighter and has the ter-
rain-following ra dar to evade ad
vanced SAMs, prudent strategic
planning requireskeepingthe
F-111sin ser vicefor aslong as
possi bleasinsur anceagainst polit
i cal instabil ityinaneighbour hood
armingwithtop-tier weap ons.

To base long termforce struc-
turingdecisionson the premise
that theinstabil ityinthenear re
gionwill soon sub sideissimply not
rational. Thear gumentthat
broader PacRim strategiccircunr
stancesdonot justify retainingthe
F-11lisalsonotrational.

Taipel makes
sub payment

T AIPEI - Taiwen has kickstarted

itsplanto ac quireeight conventiona

submarines from the United States
with US$3 mil lion and will make an-

other $7.5 pay ment shortly. The US
originally wanted Tai wanto makea
$333mil lionadvance.

The hefty down-payment de mand
drew complaints from Taipe,
prompting reportsthat theplancould
bekilled or Tai wan could opt for sec-
ond-hand submarinesfromtheinter-
nationa market.

InOctober Washingtonwill brief
Tal pei ontheavail ablesubmarines.

The US Navy has briefed four US
companiesthat havethecapabil ity to
bid as prime contractors, athough
only Northrop Grumman and Gen-
eral Dy namicsareex pectedtobid.

But the United States has not built
conventional submarines for more

than 40 years and designinganen
tirely new one would be prohibi

tively expensive without foreign

participation.
Taiwan navy’'s submarine fleet
consists of two 50-year-old

Guppy-class diesel-electric  boats,
which are both in very poor condr
tion, and two Dutch Hai-Lungclass
boatscom missionedin 1987/88.

Fiji rebel a
wanted man
SUVA — Fijian LieutenantCol onel

prospect of extradition from New
York to face desertion charges. A
Court of Appeal over turned aHigh
Court ruling that Tarakinikini had

resigned hispost.

During George Speight’'s 2000
coup that bought down PrimeMinis
ter Mahendra Chaudhry, Taraki-
nikini wasmar tial law spokesman.

He lost his post later in 2000
amidst vagueal legationsthat hewas
involved in the coup and a military
mutiny inNovember 2000.

Hetook up a post with the United
Nations Peacekeeping Office in
New Y ork but last year mil i tary com-
mander Commodore  Vorege
Bainimarama ordered him home to
facefurtherinvesti gation.

Tarakinikini insteadresignedand
re fused to come home and last year
won court action say inghisresigna
tionwaslegal.

The military appesled and in a
rul ing the Court of Ap peal quashed
the lower court ruling and effec
tively declared Tarakinikini absent
without leave.

k=

HeadsUp is free. Invite your colleagues to e-mail us
to go on thedistribution lists.
You are also free to circulate HeadsUp on your local area networks.
Please acknowledge HeadsUp, if you are quoting any material,
which otherwise you are freeto do.

HeadsUp 274 — Page 5



\\/ASHINGTON-ThePentagon
hasde ployed a newtypeof naval
strikeforceintendedtoprojectfire
power and man power glob ally.

Five Navy ships, led by the am
phibi ousassault shipUSSPeleliu,
set sail from San Diego and are to
be joined by two more ves sels from
Hawaii, includingtheat tack sub-
marine USS Greeneville, for an
eight-monthmission.

Theseven shipsof Ex pedi tiorr
ary Strike Group One carry about
2200 Marinesand 2800 sail ors.
Pedliu carries helicoptersand
Har riers. The other ships may have
morethan 200 sat € lite-guided
Tomahawkcruisemissiles.

ThePentagon planstodeploy
another Expeditionary SrikeGroup
inthe Pacificand oneinthe At lan-

Russian gover nor
diesin crash

V LADIVOSTOK —Thegov er nor
of Russia sFar East ern Sakhalinls
landand 19 othersdiedinaheli cop
ter crash. Searchersfound the wreck
of the Mi-8 helicopter on a remote
hillside after a three-day search,
hampered by bad weather.

Control lerslost track of thechop-
per fly ing from the Kamchatka pert
insula to an idand in the Kuriles
chain north of Japan.

The body of Sakhalin governor
Igor Farkhutdinov wasidenti fied.

Farkhutdinovnegotiated produc
tion shar ing deals with some of the
world’s biggest oil firms, which
have pledged billions of dollars in
the off shore sec tor of Sakhalin, one
of Russia syoungest ail prov inces.

The wreck was found some 115
km south of Petropavliovsk-
Kamchatsky, the city on the
Kamchatka peninsula from which
theheli copter departed.

There were 20 peo ple aboard the
governor’s helicopter. Prosecutors
havelaunched aninvesti gationinto
alegedirregularitiesconcerningthe
flight.

Anchorsaway for punchy USfleet

tic in the next year.

Until now the Navy has de-
ployedthree-ship Amphibi ous
Ready Groups, such as the one now
car rying Marines off the coast of
Liberia,or bigger air craftcarrier
battlegroups.

AnExpeditionary SrikeGroup
adds four ships — a cruiser, de-
stroyer, frigateand submarine — to
theolder for mationto provide” a
dramaticimprovementincapabil-
ity” , a Navy spokes man briefed.

“ Itsenhancedcapabil i tiesin
cludeextensiveland-attack cruise
missiles, sur face-firesup port, urt
dersea war farecapabil i tiesandthe
abil ityto project power ashorevia
Tomahawksandair craft,” hesaid.

M oscow air show
pullsthe crowds

Moscow - French and Italian
fighters drew a giant red and blue
heart in the sky to wel come an esti
mated 100,000 visitors to the first
public day of the Moscow Inter na
tional Air Show.

Organisers  expected up to
600,000 visitors during the three
days the air show is open to the pub
lic. Fifty air craftwill beondisplay at
the Zhukovsky air field out side Mos
cow, including an American B-52
bomber and F-15 fighter.

In the closed sessions,the Urds
Optical and Mechanical Plant con
cluded acon tract withaMalay sian
firm to supply maintenanceservices
ontheopti cal and electronic equip
ment of MiG-29 fight ers, while the
USNexel Enter prisesand the Rus
sian Systemscom pany agreed to de
velop a system to defend civil
air craftfrommissileat tacks.

Contracts with German and In-
dian companieswerealsosigned.

Theair show isheld ev ery second
summer. Thisyear, some500 par tie
i pantsfromthe US, France, Britain,
China and Chile took part.
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AnExpeditionaryStrike
Group, withitsin creased punch,
should be able to put Marines
ashoreinhostilecondi tionsthat
may have deterred the smaller,
less-capable ARG.

The spokes man said the seven
shipsareon” aWest ern Pacific
deploy ment” but would not iden
tifytheir desti nation.

Thecreation of theESG is
part of Defense SecretaryDonald
Rumsfeld’ s* transfor mation” of
theUSmil i tary fromonebuilt
with the Cold War in mind into
one better able to tackle 21st cen-
turythreats, said Lieutenant
Commander Danny Hernandez, a
Navy spokesman at thePentagon.

Russia’splane
firmsto merge

M oscow - Russia's main air
craft constructorswill mergeintoa
singlecompany withintwoyearsas
the aviation industry restructures,
Russian Space Agency chief Yury
Koptev said.

“Wewill createsix holding com-
paniesin 2004-2005: theen ginein
dustry, avionics, armaments for
air craft and somemajor aeronautic
constructors,” Koptev said.

Speaking at the annua Russian
airshow, Koptev said Russiashould
“createamainholding company en

compassing llyushin, Tupolev,
Sukhoi and MiG” —four of Russia’'s
topair craftconstructors.

Koptev said awork ing group by
De cem ber will draw up aplan for
mergingtheair craftconstructors.

The state sold off 40 per centof
its shares in the aviation sectorin
successiveprivatisationsfol lowing
thecol lapseof theSoviet Union.

But hestill wantscom peti tionto
be maintained. “ We must not be-
comehostagesto asinglecom pany
that would dictate its prices and
techni cal specifications,” hesaid.



M OSCOW-RussianPresi dent

Vladi mir Putinisun happywith
the combat readi ness of the court
try’ sarmed forces, DefenceMinis
ter Sergei Ivanov disclosed.

Ivanov acknowl edgedthat there
had been prog ress“ in some ar-
eas’ but more needsto be done.

“We will do all we can to see
that shipsgo ing to sea areno lon-
ger areasonfor cel ebrationbuta
regular occur rence,” hesaid.

Ivanov hailed thenaval ex er-
cisesnowtaking placeoff Russia’'s
Pacific coast which he noted were

Putin grumbles over readiness

unprecendented in their scale.

“ Exer ciseson such a scale have
not been held in our coun try for
the past 15 years. Theyinvolve 11
Russianministriesandagencies,”
he said.

Atotal 75war ships, over 20
air craft and 30,000 sol diersand
ex pertsaretaking partintheexer-
cisesthat beganMonday.

SouthKorean and Japanese
shipsand planesarealsotaking
partintheexer cises,andattaches

fromthe United States, Can ada and
Chinahavebeeninvited.

Russia’ sarmed forces are till
hamper ed by stategies, meth ods
and structuresin her ited fromthe
So viet era and has suf fered fromse-
verefi nancial diffi cul tiessincethe
col lapseoftheSoviet Union.

The 1.1 mil lion-strong con scrip-
tion-basedarmyinparticularis
workingtowardsthecreationof a
pro fessional corpsthat should com
prise some 136,000 troops by 2007.

USbidders
eyeMTU

STUTTGART —Daimler Chrysler
AGsaysitistakingtofiveinvestors
about the sale of its MTU
aero-engine busi nessMTU as gov-
ernment opposition to a foreign
takeover threat enedtodelay adeal.

The car-maker expects to raise
€1.5bil lionfromthesaeof MTU, a
defence supplier that the govermr
ment wantstostay in Ger manhands.

DaimlerChrysler spokesman
Hartmut Schick said the comany
wantsa“ Europeansolution” thatthe
Ger mangov ern ment wouldfind that
acceptable.

MTU is in several engine ali
ances with Rolls-Royce.

The government has grown in-
creasingly con cerned about defence
technology faling into foreign
hands after the world’'s leading
maker of non-nuclear submarines,
HDW, was sold to the US investor
OneEquity last year.

MTU Aero Engines is adso a
mem ber of thecon sor tiumchosento
build engines for Europe's new
A300M mil i tary transport.

USpri vate eq uity firmsKohlberg
Kravis & Roberts (KKR), the
Carlyle Group, the Blackstone
Group and British buyout firm
Doughty Hanson have put in bids.

Schick said Daimler also had to
talk to MTU part ner Pratt & Whit
ney beforeenteringdetailednegott
ationswithbidders.

Daimler might bewill ingto keep
ami nor ity stakein MTU for afew
years as part of a European deal
along the lines of the merger that
created EADS, Europe's largest
aerospace firm and owner of plane
maker Airbus.

MTU employs more than 7000
people in plants in Munich,
Hannover and Brandenburg state.

Japan seeks
TE7 work

TOKYO — The Japanesegov ern
mentislikelytodesignateBoeing's
new 7E7 “Dreamliner” asanational
project. Japan’ shigthree heavy ma
chinery makers Mitsubishi,
Kawasaki and Fuji —arelob by ing to
get state subsidies and low-interest
|oans.

Boeing's 777 and 767 planes
were both designated national pro-
jects.

The makers and the industry
body, Japan Aircraft Development
Corp, have requested that the gov-
ernment earmark funds to support
theprojectinnext year’ sbud get.

The 200-250-seat 7E7 is touted

HeadsUp 274 — Page 7

asahighly €f fi cient air craft that will
usecomposites.

The three Japanesemak ers, along
with It aly’s Alenia Aeronautica and
US's Vought AircraftIndustries, are
candidates to work on the 7E7 air-
frame.

Last month, Nihon Keizai
Shimbun reported that Mitsubishi
Heavy would design and make the
mainwingsfor thenew air liner.

Mitsubishi al ready makesfuselage
pan elsfortheB767.

Montreal airport
honours Trudeau

M ONTREAL - Canada will re
nameMontreal’ sair port af ter for mer
Prime Minister Perre Trudeau.
Transport Minister David Collenette
said the new name will take ef fect on
September 9. The proposal was ap-
proved by Tru deau’ stwo sons.

Trudeau, PM from 1968-79, who
died from cancer three years ago at
80, supported a unified Canada and
helpedinstill arolefor Quebecandits
Francophonecul ture.

Prime Minister Chretien, who is
from Que bec and served un der Tru-
deau, said most Quebecers would
wel come the change. Chretien, about
to retire, issaid to belook ing for his
ownnational monument.



