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EXECUTIVE SUMMARY

In a context of rising tensions in the Indo-Pacific,
Australia’s defense policy has become increasingly
assertive. Given the political and technological trans-
formation underway, policymakers consider geogra-
phy no longer to be a sufficient buffer for their coun-
try’s security. They now consider Australia a ‘frontline’
state, should there be a conflict in the Indo-Pacific.
For Germany and for Europe — key US allies and part-
ners in the region — it is important to gain a better
understanding of the strategic dynamics driving Aus-
tralia’s defense decision-making processes as well as
the implementation of those decisions.

Until 2016, Australian defense policy had followed
a back-and-forth evolution, similar to the Europe-
an experience, between territorial defense and ex-
peditionary operations. As in Europe, Australia’s de-
fense policy was shaped by the fact that the country
was under the protection of the United States. In ex-
change, as alliance politics dictate, it acted as a reli-
able junior partner in US-led coalitions and military
endeavors. Over the last six years, however, Austra-
lia gradually moved from a world where the main
threats appeared to be non-state actors to a securi-
ty environment in which state-to-state conflicts and
major wars seem more likely. Like Europe, Australia
therefore renewed its focus on territorial defense —
only that it is looking at China instead of Russia.

The shift in strategic thinking and related acceler-
ation of military modernization culminated in the
AUKUS announcement of September 2021: Austra-
lia declared that it was entering into a new securi-
ty agreement with the United States and the United
Kingdom to obtain nuclear-powered submarines and
to cooperate on defense technology in other domains
as well, such as hypersonics and military applications
of quantum technology. The new Labor government
elected in May 2022 supports the AUKUS announce-
ment. Although during the election campaign, Labor
was accused by its opponents of being ‘soft’ on Chi-
na, the overall trajectory for the Australian Defence
Force is not expected to change. This has been con-
firmed during the new governments’ first weeks in
power of the new government.

This report leads to three main conclusions: First,
Australia’s defense build-up should not in itself be
viewed as a factor of destabilization in the region.
Seen from Canberra, the defense policy shift is a re-
sponse to China’s military modernization. Austra-
lia's ongoing major procurement programs, including
AUKUS, are aimed at building a sufficiently credible
deterrence to prevent other parties in the region from
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undertaking military action. This approach, howev-
er, does require good diplomatic communication with
Australia’s neighbors as there is a risk that Australia’s
defense policy shift could contribute to a security di-
lemma in the region and feed into the threat percep-
tions of other regional powers.

Second, the 2020 Defence Strategic Update re-
centers Australia’s strategic interests on its neigh-
borhood. It encompasses maritime Southeast Asia
and expresses concerns about the militarization of
the South China Sea, but does not mention Taiwan.
At the same time, the AUKUS announcement fur-
ther strengthens Australia’s alliance with the Unit-
ed States, which enhances Australia’s security but is
also likely to come with even deeper alliance obliga-
tions. These would probably include contributing to
a potential Taiwan contingency, should mainland Chi-
na invade and the United States intervene. However,
this remains speculative given that any scenario will
depend on the conditions of an invasion and on reac-
tions from other US allies, above all Japan.

Third, the latest developments in Australia’s de-
fense policy should remind Europeans that the Unit-
ed States is indisputably Australia’s most import-
ant ally, followed by Japan. Nonetheless, Australia
remains a key like-minded partner for Germany and
Europe in the Indo-Pacific. Australia shares the same
values and interests in maintaining the internation-
al rules-based order.

The report concludes on recommendations, including
intensifying the Europe-Australian dialogue on con-
ventional deterrence against coercive great powers.
Both Europe and Australia are facing an important
challenge in their respective regions, with Europe cur-
rently learning a painful lesson vis-a-vis Russia. The
discussion on conventional deterrence should cover
three main aspects which correspond to three stag-
es of conflict outbreak scenarios: (i) Think about how
to operationalize deterrence and conflict prevention
in the Indo-Pacific; (ii) Reflect on the triggers for con-
flict in the context of China’s threshold warfare activ-
ities; (iii) Anticipate on how to react in cooperation
in case of conflict outbreak. The discussions and any
follow-on implementation would likely involve dip-
lomats and militaries, or both, and could take place
to some extent within the framework of the existing
NATO-Australia partnership.
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2 — RELEVANT STAKEHOLDERS IN AUSTRALIA'S DEFENSE ESTABLISHMENT

PRIME MINISTER

Commander-in-Chief of Australia’s
Armed Forces

MINISTER FOR DEFENCE

MINISTER FOR DEFENCE INDUSTRY/
MINISTER FOR SCIENCE AND TECHNOLOGY

MINISTER FOR VETERANS’ AFFAIRS/
MINISTER FOR DEFENSE PERSONNEL

ASSISTANT MINISTER
FOR DEFENCE

SECRETARY

* ASSOCIATE SECRETARY

* DEPUTY SECRETARY
(STRATEGY, POLICY, INDUSTRY)

* CHIEF OF DEFENCE
INTELLIGENCE

* CHIEF DEFENCE SCIENTIST

* DEPUTY SECRETARY
(CAPABILITY, ACQUISITION,
SUSTAINMENT)

* CHIEF OF NUCLEAR-POWERED
SUBMARINE TASK FORCE

CHIEF OF THE
DEFENCE FORCE

* VICE CHIEF OF THE
DEFENCE FORCE

* CHIEF OF NAVY

* CHIEF OF ARMY

* CHIEF OF AIR FORCE

* CHIEF OF JOINT OPERATIONS
* CHIEF OF JOINT CAPABILITIES

Source: Australian Department of Defence, Defence Budget Portfolio 2022-23, March 2022,
https://www.defence.gov.au/sites/default/files/2022-03/2022-23_Defence_PBS_00_Complete_0.pdf, p.10.

(Accessed July 25,2022) | Legend: This chart is correct as of March 2022
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Introduction

Thanks to its location, Australia has long been insu-
lated from global tensions and conflict. Even within
the Indo-Pacific region, Australia appears placed at a
safe distance from regional hot spots. Darwin, Aus-
tralia’s northernmost major city, is situated 5,700 km
from Pyongyang, 4,300 km from Taipei, and 2,000
km from Cuarteron Reef, China’s southernmost mili-
tary post in the South China Sea. In recent years, giv-
en the political and technological transformations
underway, Australia’s policymakers no longer con-
sider geography to be a sufficient buffer for Aus-
tralian security. In their eyes, Australia has become
a ‘frontline‘ state in a potential conflict outbreak in
the Indo-Pacific. As if to illustrate this point, in May
2022, the Australian Defence Force (ADF) spotted a
People’s Liberation Army Navy (PLAN) intelligence
gathering ship operating off the Western coast of
Australia.!

Several elements have contributed to eroding the
traditional concepts of Australia’s defense think-
ing: Military technology has jumped, providing mis-
sile systems with longer range targeting capabilities;
China has been modernizing its military which allows
the People’s Liberation Army Navy much greater
power projection; and China has engaged in import-
ant land reclamation activities in the South China
Sea. As a result, key concepts like the ‘ten-year stra-
tegic warning period, and the ‘sea-air gap’ no longer
appear valid.

For decades, Australian defense decision-mak-
ers had relied on the notion that the country would
have a ‘strategic warning’ should the regional situa-
tion deteriorate. This was based on the observation
that states in the region which might harbor malig-
nant intent would need a decade at least to develop

https:
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the necessary level of military capabilities to be able
to attack Australia.? Given the rapid pace of military
modernization in the Indo-Pacific, this thinking has
been overturned.?

The ‘air-sea’ or ‘sea-air’ gap north of Australia de-
notes the maritime and air space separating Aus-
tralia from Southeast Asia which contains the most
important waterways of communication and trade
between Australia and Indonesia. This was long the
focus of Australian defense thinking as a zone the
ADF was geared to protect, as any attack on Austra-
lian territory would likely have come from this di-
rection.* However, recent advances in military tech-
nology, as well as new forms of conflict beyond the
traditional battlefield, have significantly narrowed
this gap if not closed it altogether.

Underpinning these changes in Australia’s tradition-
al defense narratives is the worsening relationship
with the People’s Republic of China (PRC). This de-
terioration occurred in several domains such as Chi-
na’s land reclamation activities in the South China
Sea and bullying of neighboring states, Chinese in-
terference in Australian politics, and its increased in-
fluence in South Pacific states. Foreign policy analyst
Ashley Townshend has listed the various steps lead-
ing to the current degraded state of diplomatic rela-
tions between China and Australia, from Australia’s
welcoming the international legal arbitration ruling
in favor of the Philippines against China’s claims in
the South China Sea in 2016 to Australia’s calls for an
independent assessment of the origins of the coro-
navirus in 2020.° In response to the latter, China ap-
plied trade sanctions against Australian goods.$

Among other considerations, this worsening rela-
tionship and heightened threat perception led to the
announcement of the AUKUS security agreement
between Australia, the United Kingdom, and the
United States in September 2021. This new pact re-
volves principally around Australia’s procurement of

news.defence.gov.au/media/media-releases/imagery-chinese-naval-vessel-operating-west-australian-coast

https:

sldinfo.com/wp-content/uploads/2018/03/ASPI-MANAGING-RISK-FINAL-NOVEMBER-2017.pdf

https:

sdsc.bellschool.anu.edu.au/sites/default/files/publications/attachments/2021-09

centre-of-gravity-60-the-challenge-of-warning-time.pdf

https:

researchcentre.army.gov.au/sites/default/files/sp306_tyrann

of dissonance-michael evans.pdf

https:

www.defenceconnect.com.au/key-enablers/4249-understanding-australia-s-strategic-moat-in-the-sea-air-gap

https:

www.smh.com.au/politics/federal/cheap-wine-and-a-retail-foe-australia-ready-to-take-china-to-wto-over-tariffs-20210528-p57w4t.html
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nuclear-powered submarines from either the Unit-
ed States or the United Kingdom - the decision will
be made public in March 2023. The then Australian
Prime Minister Scott Morrison said when he an-
nounced the AUKUS agreement that Australia was
not seeking to acquire nuclear weapons.’

Indeed, Australia has benefitted from US extended
nuclear deterrence ever since the Cold War, thanks
to the ‘Australia, New Zealand and United States Se-
curity Treaty’ (ANZUS) signed in 1951. ANZUS guar-
antees the United States’ military protection to Aus-
tralia. In return, Australia has proven a key US ally in
the Indo-Pacific and elsewhere, joining Washington
in all its wars from Vietnam to Iraq. The US ‘nucle-
ar umbrella’ is implicit from the ANZUS Treaty, ac-
cording to which the parties to the treaty promise
to assist each other in case of aggression.® The con-
cept of ‘extended deterrence’ is still mentioned in the
2016 Defence White Paper (2016 DWP),° while the
2020 Defence Strategic Update (2020 DSU) states
that “only the nuclear and conventional capabilities
of the United States can offer effective deterrence
against the possibility of nuclear threats against Aus-
tralia. But it is the Government’s intent that Austra-
lia take greater responsibility for our own security™°
This does not necessarily imply that ‘extended de-
terrence’ no longer applies to Australia but rather, as
will be explored in this report, that Australia intends
to enhance its own military capabilities.

DGAP RrerPORT

Australia’s
Strategic
Update

GREAT POWER COMPETITION
AND THE AUSTRALIAN
THREAT PERCEPTION

Continuity and Change in Australian Defense
Policy as Reflected in the White Papers

Similar to developments in Europe, Australian de-
fense policy has moved back and forth between ter-
ritorial defense and expeditionary operations. In an-
other parallel to Europe, it was shaped by the fact
of US protection. In exchange, as alliance politics
dictate, the country needed to act as a reliable ju-
nior partner in US-led coalitions and military en-
deavors. Thus, during the Cold War, one of Austra-
lia’s main objectives was to demonstrate willingness
to fight against Communism, which prompted Can-
berra to send Australian soldiers to the Vietnam War.
Once that war was over, the focus returned to terri-
torial defense.?

With the end of the Cold War, the absence of major
threats led to a de-prioritization of defense on the
political agenda. Budgets declined, and the focus in-
creasingly shifted to operations other than war. In the
post-9/11 world, Australia’s involvement with US-led
operations in the Middle East can be read both as part
of its alliance management with the United States
and as a sign of Australia’s continued focus on expe-
ditionary operations. Successive ‘Defence Updates’ in
2003, 2005, and 2007 defined fighting terrorism and

7 Prime Minister of Australia, “Joint Leaders Statement on Aukus”, Media Statement, September 16, 2021,

https:

pmtranscripts.pmc.gov.au/release/transcript-44109, (accessed July 6, 2022). Additionally, Australian legislation prohibits the production of

electricity from nuclear power in the country, although it does hold research nuclear reactors

[o0]

https:

“ANZUS at 70: Extended nuclear deterrence”, The Strategist, (Australian Strategic Policy Institute, September 7, 2021),

9 Australian Department of Defence, “2016 Defence White Paper”, 2016,
https:

www.aspistrategist.org.au/anzus-at-70-extended-nuclear-deterrence/ (accessed May 20, 2022).

www.defence.gov.au/sites/default/files/2021-08/2016-Defence-White-Paper.pdf p.121 (accessed May 20, 2022)

10 Australian Department of Defence, “2020 Defence Strategic Update”, July 1, 2020,

https:

www.defence.gov.au/about/publications/2020-defence-strategic-update, p.27 (accessed May 20, 2022)

11 Rod Lyon, “Defence update signals Australia’s waning faith in US extended deterrence”, The Strategies (Australian Strategic Policy Institute: July 6,

2020), https:

www.aspistrategist.org.au/defence-update-signals-australias-waning-faith-in-us-extended-deterrence/ (accessed May 20, 2022)

12 This was summarized, in short, into two opposing doctrines, “forward defence” and “the Defence of Australia”; see Mike Winnerstig, “Australian

Security and Defence Policy — Geopolitics and Jobs”, Studies in Asian and Middle Eastern Security, FOl Memo 5704, May 2016; https:
download/18.7fd35d7f166c56ebeObdf1c/1542369110881/Australian-security-and-defense-polic

www.foi.se,
FOI-Memo-5704.pdf (accessed May 20, 2022).
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3 — AUSTRALIA'S MILITARY EXPENDITURE

MILITARY EXPENDITURE IN
CONSTANT (2020) US$M.

40,000

35,000

MILITARY EXPENDITURE

30,000 AS PERCENTAGE OF GDP

25,000

20,000

15,000

10,000

5,000

A A

2,0%

.‘I 9% | 9%. .

2,0%

Source: SIPRI Military Expenditure Database, https://milex.sipri.org/sipri | *Forecast: Australian Department
of Defence, Defence Budget Portfolio 2022-23, March 2022, https://www.defence.gov.au/sites/default/
files/2022-03/2022-23 Defence PBS 00 Complete O.pdf, p.12.), (Accessed May 27, 2022)

other non-conventional threats as priorities. Like in
Europe, the 2008 financial crash also led to cuts in
Australia’s defense budget (Figure 3). The 2009 and
2013 Defence White Papers still focused on coun-
terterrorism and other non-conventional threats
(e.g., piracy), although the 2009 iteration did include
statements on the strategic consequences of China’s
rise.” The 2013 White Paper was constrained by the
post-financial crash economic policies."

This trend was reversed in 2016. Like Europeans,
Australians gradually emerged from a world where
the main threats had been non-state actors and

woke up to an increasing risk of state-to-state con-
flict and major wars. What Russia was to Europe,
China became to Australia, leading to a renewal of
the focus on territorial defense. It is worth noting,
however, that Australian policy declarations do not
name China as a ‘threat’ but speak more generically
about a ‘hostile major power.

The 2016 White Paper: A first step

Between 2013 and 2016, Australia’s strategic environ-
ment began to change dramatically. Continued region-
al military modernization meant that Australia’s tech-
nological edge vis-a-vis its neighbors started to erode.

13 Nicole Brangwin, et. al.,
August 20, 2015), https:

“"Defending Australia: a history of Australia’s defence white papers”, Research Paper Series, 2015-16 (Parliament of Australia:
parlinfo.aph.gov.au/parlinfo/download/library/prspub/4024138/upload binary/4024138.pdf;fileType=application/pdf

(accessed May 20, 2022).

14 Mike Winnerstig, “Australian Security and Defence Policy — Geopolitics and Jobs”, Studies in Asian and Middle Eastern Security, FOl Memo 5704, May

2016; https:

'www.foi.se/download/18.7fd35d7f166c56ebeObdflc/1542369110881/Australian-security-and-defense-polic

FOI-Memo-5704.pdf,

p.2 (accessed May 20, 2022).
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The People’s Republic of China (PRC) engaged in in-
creasingly bold activities in the South China Sea,
with land reclamation and build-up of military facili-
ties peaking between 2013 and 2017. These enhance
the People’s Liberation Army Navy'’s power projection
and facilitate the undertaking of nuisance activities
against other South China Sea claimants.!s As a re-
sult, the 2016 Defence White Paper (DWP) addressed
the South China Sea issue in detail.”” Overall, howev-
er, the 2016 DWP still “accorded equal priority to lo-
cal, regional and global missions and commitments”'®

The policy document established three strategic de-
fense interests: (1) “a secure, resilient Australia, with
secure northern approaches and proximate sea lines
of communication;” (2) “a secure nearer region, en-
compassing maritime South East Asia and the South
Pacific;” (3) “a stable Indo-Pacific region and a rules-
based global order™ To defend these interests, the
maritime dimension is crucial. As Sheryn Lee from
the Swedish Defence University* explains, “The re-
gion is largely a maritime theatre, and most flash-
points involve maritime territory, features, and re-
sources. Moreover, navies have been the predominant
way to project military power well beyond states’ bor-
ders, particularly in maritime Asia”* Accordingly, the
2016 DWP gave priority to naval capabilities, planning
to use a quarter of all investments toward the ‘mari-
time and anti-submarine warfare capability stream.*
This includes plans to buy twelve submarines (already
under consideration since the 2009 Defence White
Paper), nine frigates, and twelve offshore patrol ves-
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sels. Besides these naval platforms, the 2016 DWP also
announced the procurement of P-8A Poseidon mari-
time surveillance aircraft and MQ-4C Triton surveil-
lance unmanned aircraft to enable the Australian De-
fence Force (ADF) to monitor and intervene in the
South China Sea. This implied the upgrade of facilities
in Northern Australia to host the new fleet of P-8A
aircraft. Other domains to be prioritized were ballistic
missile defense, amphibious warfare capabilities, and
the monitoring of space activities.?®

The overall objective of the 2016 DWP was for Aus-
tralia to maintain military superiority over potential
attackers in the region. Significant investment plans
were included to that effect, in contrast to previous
White Papers, as observers pointed out.” The pledg-
es included: a ten-year funding plan, including in-
creasing defense spending to two percent of GDP by
the financial year 2020-2021. The proportion of the
defense budget allocated to equipment purchases
was scheduled to rise from 29 percent to 39 percent
in the decade leading to 2025.2° According to ASPI's
Cost of Defence Database, capital spending amount-
ed to 33.5 percent of total defense spending for the
fiscal year 2022-23.7

The 2020 DSU: increased technological

and geopolitical concerns

The 2016 DWP was revised and superseded only
a few years later when the 2020 Defence Strategic
Update (2020 DSU) was published (see the list of pri-
mary sources in the annex).

15 Derek Grossman, “Chapter 12. Military build-up in the South China Sea”, in The South China Sea. From a Regional Maritime Dispute to Geo-Strategic
Competition, eds. Leszek Buszynski and Do Thanh Hai (London: Routledge, 2020), pp.182-200,

https:

www.rand.org/pubs/external publications/EP68058.html (accessed May 20, 2022).

16 Gregory B. Poling, “The Conventional Wisdom on China'’s Island Bases is Dangerously Wrong", War on The Rocks, January 10, 2020,

https:

warontherocks.com/2020/01/the-conventional-wisdom-on-chinas-island-bases-is-dangerously-wrong/ (accessed May 20, 2022)
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By 2020, Australia’s geopolitical outlook had wors-
ened even further, and the 2020 DSU was the re-
sult.?® It mainly narrowed the focus of the ADF’s oper-
ations from the wider Indo-Pacific defined in the 2016
White Paper to Australia’s more immediate neighbor-
hood, contributing to a renewed prioritization of ter-
ritorial defense. Even then, the geographical scope of
ADF priorities still reaches from the Northeast Indian
Ocean (e.g., Bangladesh, Sri Lanka, the Maldives)* to
the Southwest Pacific (e.g., Kiribati and the Cook Is-
lands).*® However, Australia did end its naval presence
in the Middle East and its participation in the Interna-
tional Maritime Security Construct.®!

A key force behind this change was increasing uncer-
tainty regarding US engagement in the region during
Donald Trump’s presidency. Again, this is close to the
experience in Europe, where Trump’s attitude toward
US allies stimulated a debate over strategic autono-
my. Even though the United States increasingly con-
centrated on China as its new major strategic rival, the
Trump administration’s transactional diplomacy creat-
ed unease in Canberra. The United States required its
Asian (and European) allies to fund more of their own
defense in exchange for security guarantees. At the
same time, Sino-US tensions continued to rise across
all domains. Finally, multilateralism in Asia did not mit-
igate these risks, given the divisions within ASEAN, the
only regional organization with some political weight.*

The PRC'’s increasingly assertive behavior, combined
with the quick pace of technological advancement,
deepened concerns in Australia regarding the mili-
tary balance in the region. China’s acquisition of lon-
ger-range missiles means that Australia’s geograph-
ical location is no longer sufficient as a protection.
The ‘sea-air gap’ defense policy tenet cannot be up-

https:
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held any longer. By 2018, China was considered to
be the most advanced country regarding hypersonic
missiles technology as shown by the flight test of the
DF-17 missile.3®* The US Department of Defense’s 2019
China report doubled its assessment of launchers for
ground-launched cruise missiles in Chinese invento-
ries and tripled its assessment of launchers for in-
termediate-range ballistic missiles as compared to
its 2018 data.** The DF-26 IBRM reportedly entered
service in 2016 and has an estimated range of 4,000
km.* According to the US-China Economic and Se-
curity Review Commission, it would have the capac-
ity to reach Darwin if launched from South China
Sea outposts. Darwin is the capital and largest city of
Australia’s Northern Territory and where US Marines
rotate annually since 2011 (Figure 4).3® The notion of
a ten-year strategic warning time also fell apart as
China has been catching up on Australia’s military
technological advantage.*” While it would still be dif-
ficult for the PLA to project conventional military
force against Australia, the changing military balance
in the region has become the key concern.

For its procurement plans, Australia continues to fo-
cus on naval platforms. The 2020 DSU dedicated 28
percent of future capability investment to the mari-
time domain. This was accompanied by additional in-
creases in defense spending to sustain this capability
investment. According to the 2020 DSU, funding for
defense will reach AUS73.7 billion (US$51.28 billion)
by 2029, up from AUS41.7 billion (USS$29.01 billion) in
2020. Over ten years, this should add up to AUS270
billion (USS187.79 billion) in capability investment, as
compared to AUS195 billion (USS$135.62 billion) fore-
seen in the 2016 DWP for the same time.* According
to May 2021 budgetary documents, allocations were
on track with this projected trajectory (Figure 3).
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IMPLEMENTING THE SHIFT — MAJOR
ARMS PROCUREMENT PROGRAMS

Planned and Ongoing Procurement

Since the 2016 DWP

How do these policy shifts translate into military
transformation and modernization? While the adapta-
tion of force structure covers many different dimen-
sions, from leadership and training to logistics and in-
frastructure, this study will focus on the most tangible
aspect, which is weapons procurement. The analy-
sis centers on the capability requirements fulfilled by
Australia’s largest equipment programs (Figure 4).

Combat Aircraft

In 2002, Australia selected the Lockheed Martin's
F-35 to replace its McDonnell Douglas F/A-18 and
General Dynamics F-111 fleets that are being retired.
As of early 2022, the RAAF retains one squadron of

F/A-18.% Initial operating capability for the F-35 was
achieved in December 2020, and all 72 aircraft are
expected to be in service by 2023.%° As a 5th gener-
ation combat aircraft, the F-35 is one of the world’s
most advanced combat aircraft in terms of sensors
and electronics. It is designed to provide pilots with
a full picture of their environment, locating targets
and determining whether they are friends or foes.*
The Australian Parliament considered that the F-35
continues to meet Australia’s defense needs even af-
ter the policy shift described in the 2016 DWP. It not-
ed that, industrial considerations aside, the F-35s’
technological advancement in terms of stealth and
situational awareness capability is unique. At the
same time, the F-35 enables the Royal Australian Air
Force (RAAF) to build a network-centric, digitally in-
tegrated force. Employing this combat aircraft also
facilitates interoperability in alliance frameworks. As
a result, the Parliament concluded that “the F-35A

39 International Institute for Strategic Studies, ‘Australia’, The Military Balance 2022,
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www.defence.gov.au/project/joint-strike-fighter-aircraft

41 Douglas Barrie, “F-35 situational awareness: sensing isn't enough”, [ISS, March 19, 2019,

https:

www.iiss.org/blogs/military-balance/2019/03/f-35-situational-awareness (accessed May 22, 2022)
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is the only aircraft able to meet Australia’s strategic
needs for the foreseeable future. (...) The commit-
tee accepts that the F-35A will provide the air com-
bat capability outlined by the Defence White Paper,
and will be able to defeat airborne threats, prosecute
attacks against both land and sea surface targets and
support Australia’s land and maritime forces.*? With
the F-35, the ADF will have one of the most techno-
logically advanced air combat fleets of the region.
The RAAF remains limited in size, but the combina-
tion of F-35 combat aircraft with other enabling as-
sets and long-range missiles contributes to making it
a modern air force.

Maritime Operations

With the Hobart-class guided missile destroyers,
the Royal Australian Navy (RAN) is also acquiring ad-
vanced military capabilities, even if, due to delays in
the program, the first ship is not expected before the
mid-2030s.%

Australia commissioned the three Spanish-designed
ships (Navantia) between 2018 and 2020 to fulfil var-
ious roles: contribute to air-defense; protect accom-
panying ships, coastal land forces, and coastal infra-
structure from aircraft and missile attack; support
both surface and undersea warfare; and carry heli-
copters for surveillance.* The three Hobart-class air
warfare destroyers replaced the four Adelaide-class
frigates which had been in service since the 1980s.%
The Hobart-class’s air defense capabilities are de-
rived from its Aegis Combat system, its AN/SPY
1D(V) radar, and SM-2 missiles.*® The Aegis combat
system fuses radar and fire control data, rendering
the Hobart-class vessels interoperable with ships in

Country Report: Australia

other navies equipped with the same system. In 2021,
Australia ordered US-built Tomahawk cruise missiles
and in 2022 the Kongsberg Naval Strike Missile (NSM)
for its Hobart-class destroyers.” The NSM is expect-
ed to double the current maritime strike range of
the ships, the current Harpoon missiles having an
estimated range of 124 km. The Tomahawk have a re-
ported range of 1,200 to 2,500 km.* Both missile an-
nouncements show the increasing preparedness of
the RAN for combat engagement.

In 2018, the Australian Department of Defence se-
lected BAE’s Type-26 ‘Global Combat Ship’ design for
its future procurement of nine Hunter-class frigates.
The Hunter class will also be equipped with the Ae-
gis combat management system. Their primary role
will be anti-submarine warfare.* The selection of the
Type-26 shows that Australia wants a platform able
to perform in high-intensity warfare.

Surveillance and Reconnaissance

The RAAF took delivery of twelve Boeing P-8A mar-
itime patrol aircraft between 2016 and 2019.%° In ad-
dition to surveillance and reconnaissance, these sys-
tems have an anti-submarine/anti-surface warfare
role. To enhance the area covered by the P-8A, the
airbase infrastructure on the remote Cocos (Keeling)
Islands is being renovated. Once completed, this will
allow the RAAF to patrol the northern Indian Ocean.™
The ADF plans to combine the use of its twelve P-8A
aircraft with up to six Northrop Grumman MQ-4C
Triton surveillance drones.> The unmanned MQ-4C
can relieve the manned P-8A from prolonged and re-
petitive surveillance missions. The P-8A can thus be
dispatched for other tasks such as anti-submarine

42 Parliament of Australia,
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5 — AUSTRALIA'S KEY STRATEGIC EQUIPMENT ACQUISITIONS

SYSTEM NAME AMOUNT APPROVED APPROVED STATUS STRATEGIC
AND TYPE PROJECT PROJECT RELEVANCE
EXPENDI- EXPENDI-
TURE AUD TURE USD

F-35 Lightning 72 15,796 1,591 46 delivered as 5th generation aircraft;

JSF aircraft of March 2022 provides the ADF with
one of the most tech-
nologically advanced
air combat fleets in the
Indo-Pacific

Hobart Class 3 9,094 6,673 3 delivered as Air defence role; to

destroyers of March 2022 be fitted with Aegis
combat system and
Tomahawk cruise
missiles

Hunter Class frigates 9 6,056 4,444 Under procure- Anti-submarine warfare

ment — design role; to be fitted with
phase Aegis combat system;
AN

P-8A Poseidon Maritime 14 5,639 4138 12 delivered as Surveillance and

Patrol & Response of March 2022 reconnaissance; anti-

Aircraft System submarine warfare

Nuclear-Powered Sub- 8 n.k. n.k. Under procure- Potential deployment in

marines Design based
on Virginia class (US) or
Astute class (UK) subs

BSH

I e A A A
~ oo

ment — design
phase

all Indo-Pacific without
detection; deterrence
role

(Market exchange rate 2021, 1 USD =1,363 AUD)

Sources: Australian Department of Defence, Defence Budget Portfolio 2022-23, March 2022, https://www.defence.gov.au/sites/default/
files/2022-03/2022-23_Defence_PBS_00_Complete_0.pdf, See p.101, Table 54, “Top 30 Military Equipment Acquisition Program Approved Projects by
2022-23 Forecast Expenditure (Gross Plan)”; Australian Department of Defence, Defence Budget Portfolio 2021-22, March 2021, https://www.defence.gov.
au/sites/default/files/2022-02/2021-22_Defence_PBS_00_Complete.pdf See p.105, Table 54, “Top 30 Military Equipment Acquisition Projects by 2021-22
Forecast Expenditure (Gross Plan)”; SIPRI Arms Transfers Database, https://www.sipri.org/databases/armstransfers, accessed May 27, 2022.

Source for Exchange rate: Derived from IMF World Economic Outlook database, April 2022, https://www.imf.org/en/Publications/WEO/weo-
database/2022/April (accessed May 27, 2022)
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and anti-surface missions.>® The P-8A are today for
instance used in Operation Gateway, which con-
ducts maritime surveillance patrols in the North In-
dian Ocean and South China Sea as part of Australia’s
commitment to preserving regional security in South
East Asia. It is part of the Australian-Malaysian de-
fense cooperation (Figure 6).>*

Space and Precision-Guided Weapons

The ADF is also investing in key areas of modern
warfare such as space. The 2020 DSU insisted that
Australia should develop independent capabilities,
“including communications satellites and ground
control stations that will be under sovereign Austra-
lian control™® The goal is to create a self-reliant ca-
pability for satellite imagery.*® This is accompanied
by increasing efforts to develop space capabilities
with the creation of the National Space Agency in
2018 and the establishment of a Space Division with-
in the RAAF in 2022.5

Related to space and satellite positioning are guid-
ed weapons systems, another priority for the ADF.
The 2020 Force Structure Plan links the two do-
mains: A ‘self-reliant geospatial-information and in-
telligence capability’ will support precision-guided
weapons. In addition, the document sets out objec-
tives for Australia’s domestic armaments industries.
They are to develop local manufacturing capabilities
of precision-guided missiles as well as explosive ord-
nance to ensure a sufficient supply for the ADF.5 In
March 2021, the government launched the ‘Sovereign
Guided Weapons Enterprise.” This led to the selec-
tion of two US firms in April 2022, Lockheed Mar-
tin and Raytheon Technologies, to lead the effort for
the development of local capabilities in Australia. The
announcement provided little details as to the types
of missiles that would be developed. In August 2021,

the Department of Defence also announced that
Australia would join the US-led Precision Strike Mis-
sile co-development program.®

AUKUS: Leveraging the US and UK Partnerships

In September 2021, the Australian government en-
tered a new security agreement with the United
States and the United Kingdom (AUKUS). Through
AUKUS, Australia will procure nuclear-powered sub-
marines from either one of these two partners, can-
celling the ongoing program it had with France for
conventional submarines.

The Rationale Behind AUKUS

Terminating the Attack-class submarine purchase
from France was a key strategic decision. Diplomat-
ically, AUKUS marks an even tighter defense coop-
eration between Australia, the United Kingdom, and
the United States. At the same time, it put another
partner, France, on the sidelines. Militarily, the ac-
quisition of nuclear-powered submarines is a step up
for the RAN. While the Australian government had
some complaints about how the French shipbuild-
ing firm Naval Group implemented the contract, the
two key grievances - spiraling costs and delays - do
not appear to have been the key factors behind the
decision. When it comes to costs, the French-built
submarines were expected to reach AUS90 billion
over the course of their lifetime. Estimates from the
Australian Strategic Policy Institute (ASPI) put the
costs of the nuclear-powered submarine program
at AUSI116 billion to AUS71 billion.®® Any delays ap-
peared to have been resolved by Naval Group by Sep-
tember 2021,%! and urgency could not have been a
determining factor in the decision since the nucle-
ar-powered submarines will be delivered later than
the Attack class (2040 at the earliest, against 2033-
35).92 Local industrial content will also likely be less
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significant under the AUKUS arrangement than with
the French contractor.®® Putting timelines, costs, and
industrial drivers aside, strategic considerations re-
main. Naval Group’s offer had been selected in 2016,
and since then, Australia’s threat perceptions have
become much more acute. When the United States
and the United Kingdom became willing to provide
nuclear technology to Australia, the superior military
advantages of nuclear-powered submarines - which
will be discussed in the next section - became more
attractive to the political leadership in Canberra.

So did the strengthened partnership with the Unit-
ed States. From a US perspective, Australia has an in-
creasingly important role to play in any possible In-
do-Pacific conflict. As Lee and Schreer note, Australia
“could serve both as a logistical hub for American long-
range strike aircraft and submarines, and also as a ma-
jor arsenal for American strategic logistics and for bat-
tle damage repairs.” ® As the United States only has a
sparse military presence in the Indian Ocean, deploy-
ing from Australia’s Northern Territory could facilitate
operations.® The United States also enjoys access to
several Australian military facilities (Figure 4).%

Nuclear-Powered vs Conventional Submarines

In a December 2021 report, ASPI pointed out that nu-
clear-powered submarines have longer endurance
and time on station. Conventional submarines could
not move from Australia to Northeast Asia without
refueling, but nuclear-powered submarines can be
deployed in the entire Indo-Pacific region.”’ The con-
ventional submarines, which are powered by diesel
engines, need to resurface on a regular basis to re-
charge their batteries, while nuclear-powered sub-
marines may not need refueling for decades.®® The
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ASPI report further notes that nuclear-powered sub-
marines can navigate at high speed for a longer pe-
riod than diesel-powered variants; they can also car-
ry a higher number of weapons. As put by Marcus
Hellyer, nuclear-powered submarines “are far better
suited to the kinds of operations Australia conducts
in the vast expanses of the Indo-Pacific (...) [Nuclear
submarines] will shape the calculus of any potential
adversary across regions, and that’s what deterrence
is all about.”® AUKUS aligns with the 2020 DSU inso-
far as it is clearly aimed at building a credible deter-
rence vis-a-vis China.

The Contents of the Announcement

AUKUS was announced on September 16, 2021. It con-
tains a far-reaching agreement on technology transfer.
Only with Britain did the United States ever agree to
a similar sharing of nuclear propulsion know-how for
naval vessels, and that agreement dates back to 1958.
Besides the decision on nuclear-powered submarines,
AUKUS proposes cooperating in the domains of cyber,
artificial intelligence, quantum technologies, and un-
dersea systems.” Joint work on these emerging mili-
tary technologies will contribute to further improv-
ing interoperability between forces. Since September
2021, trilateral working groups at different levels are
exploring the various dimensions of AUKUS.” A nucle-
ar propulsion sharing agreement was signed in No-
vember 2021 and entered into force in February 2022.
In April 2022, further announcements were made:
Training had started for Australian personnel in nu-
clear science and engineering; Australia confirmed
preexisting plans to establish a submarine base on the
east coast of the country; and discussions with the In-
ternational Atomic Energy Agency had begun. On oth-
er areas of cooperation, the state parties also claimed
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to have made some progress on undersea capabilities,
quantum technologies, artificial intelligence and au-
tonomy, cyber capabilities, hypersonics and count-
er-hypersonics capabilities, and electronic warfare.”
It is worth noting that Australia has been doing re-
search and development of hypersonics technologies
for a decade and prior to AUKUS had already part-
nered with the United States for joint research on this
type of weapon systems.™

Next Steps for the AUKUS Submarine Program

The details on which partner Australia will choose for
its future submarine capability continue to be scant.
The choice is between the US-built Virginia class with
7,900 to 10,000 tons and a crew of over 130 sailors and
the UK-built Astute-class with 7,400 tons and a crew
of 98.™ The choice of design not only has consequenc-
es for delivery schedules and local content. The Aus-
tralian government will also need to build a nuclear
infrastructure, albeit a limited one, since some local
workforce capacity and infrastructure will be neces-
sary to operate and maintain the nuclear reactors of
the future submarines. Nuclear safety regulations and
training to abide by them will also be required.” An-
other key challenge will be the recruitment and train-
ing of the submarine crews. Furthermore, despite Aus-
tralia’s planned increases in military spending (Figure
3), the procurement of nuclear-powered submarines
will add pressure to the overall budget as they are ex-
pected to be more expensive than the Attack-class
subs that were initially ordered.

Australia’s Domestic Armaments Industry

Australia’s Defence White Papers have long revolved
around the concept of ‘self-reliance.’ This is under-
stood to be distinct from ‘self-sufficiency, which
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would involve producing the full range of weapon
systems domestically. Nevertheless, the latest itera-
tions of Australia’s defense policy statements in 2016
and 2020 allocate significant funding for the support
of domestic arms-manufacturing firms. Alongside the
2016 Defence White Paper, a Defence Industrial Pol-
icy Statement was published.” Investing in domestic
arms production capabilities was seen as part of Aus-
tralia's new emphasis on a more robust defense pos-
ture. It was followed by a Defence Industrial Capa-
bility Plan and Defence Export Strategy in 2018. The
former list sovereign capabilities that Australia wish-
es to develop locally.” These policy documents sig-
naled to international arms suppliers that to obtain
contracts with the Australian Department of Defence,
they will need to invest in local industrial capabilities.
For instance, with regards to the Attack-class subma-
rine contract, one of the key points of discussion be-
tween Naval Group and the Australian Department
of Defence was the commitment to local knowledge
transfer. The French shipbuilder eventually com-
mitted to spending 60 percent of the sums allocated
through the contract locally.”

Currently, Australia still is the world’s fourth largest
arms importer (2017-2021). The United States account-
ed by far for the largest proportion of these imports,
supplying over 65 percent of Australia’s imports.8° Al-
so, most of Australia’s largest weapons manufacturers
are foreign-owned subsidiaries as Australian Defence
Magazine’s top 40 Defense contractors list shows.®
Building up local production capabilities is therefore
likely to take a long time. The concept of self-reli-
ance will also be quite relative given that Australia’s fu-
ture submarine capabilities will rely extensively on the
United States and the United Kingdom.

73 United States White House

“Fact Sheet: Implementation of the Australia — United Kingdom — United States Partnership (AUKUS)”, Statements and
www.whitehouse.gov/briefing-room/statements-release!

2022/04/05/fact-sheet-implementation-of-the-australia-

releases, April 5, 2022, https:

united-kingdom-united-states-partnership-aukus (accessed May 27, 2022)

74 Marcus Hellyer, “Making sense of Australia’s salvo of missile announcements”, Australian Strategic Policy Institute, April 7, 2022,

https:

www.aspistrategist.org.au/making-sense-of-australias-salvo-of-missile-announcements,

(accessed May 27, 2022)

75 Nick Childs, “AUKUS: Plotting Australia’s new submarine course”, International Institute for Strategic Studies, September 23, 2021,

https:

www.iiss.org/blogs/military-balance/2021/09/aukus-plotting-australias-new-submarine-course (accessed May 27, 2022)

76 Marcus Hellyer, “Submarines that don’t need refuelling still require a nuclear industry”, Australian Strategic Policy Institute, September 30, 2021,

https:

www.aspi.org.au/opinion/submarines-dont-need-refuelling-still-require-nuclear-industry (accessed May 27, 2022)

77 Australian Department of Defence, “Defence Industry Policy Statement”, 2016,

https:

www.defence.gov.au/sites/default/files/2021-08/2016-Defence-Industry-Policy-Statement_O.pdf (accessed June 18, 2022)

78 Australian Department of Defence, “Defence Industrial Capability Plan”, 2018,

https://www.defence.gov.au/business-industry/capabilit

-plans/defence-industrial-capability-plan; Australian Department of Defence, “Defence

Export Strategy”, 2018, https:

www.defence.gov.au/business-industry/export/strategy (all accessed June 18, 2022)

79 “"Naval Group commits to 60 per cent local contract spend to boost Australian industry”, Australian Defence Magazine, March 23, 2021,

https:

www.australiandefence.com.au/defence/sea/naval-group-commits-to-60-per-cent-local-contract-spend-to-boost-australian-industry

(accessed June 18, 2022)

80 Stockholm International Peace Research Institute (SIPRI), Arms Transfers Database, https:

(accessed June 18, 2022).

www.sipri.org/databases/armstransfers

81 Ewen Levick & Kylie Leonard , “ADM's Top 40 Defence Contractors 2021", Australian Defence Magazine,

https://www.australiandefence.com.au/industr:

top-40/adm-s-top-40-defence-contractors-2021 (accessed June 18, 2022).



https://www.whitehouse.gov/briefing-room/statements-releases/2022/04/05/fact-sheet-implementation-of-the-australia-united-kingdom-united-states-partnership-aukus
https://www.whitehouse.gov/briefing-room/statements-releases/2022/04/05/fact-sheet-implementation-of-the-australia-united-kingdom-united-states-partnership-aukus
https://www.aspistrategist.org.au/making-sense-of-australias-salvo-of-missile-announcements/
https://www.iiss.org/blogs/military-balance/2021/09/aukus-plotting-australias-new-submarine-course
https://www.aspi.org.au/opinion/submarines-dont-need-refuelling-still-require-nuclear-industry
https://www.defence.gov.au/sites/default/files/2021-08/2016-Defence-Industry-Policy-Statement_0.pdf
https://www.defence.gov.au/business-industry/capability-plans/defence-industrial-capability-plan
https://www.defence.gov.au/business-industry/export/strategy
https://www.australiandefence.com.au/defence/sea/naval-group-commits-to-60-per-cent-local-contract-spend-to-boost-australian-industry
https://www.sipri.org/databases/armstransfers
https://www.australiandefence.com.au/industry/top-40/adm-s-top-40-defence-contractors-2021

September 2022

Country Report: Australia

DGAP RrerPORT

6 — AUSTRALIA'S KEY ALLIES AND PARTNERS

COUNTRY FORM OF COOPERATION KEY AGREEMENT/FRAMEWORK
£ United States Alliance ANZUS, AUKUS, Five Eyes
< New Zealand Alliance ANZUS, Five Eyes, FPDA

() Japan Partnership
q’é_ United Kingdom Partnership
Kl
® India Partnership
-w
6‘/ Singapore Partnership
g Malaysia Partnership
t*) Canada Partnership
@ NATO Enhanced Opportunity Partner

Source: Author’s own selection and analysis

THE ‘ALLY DOWN UNDER'’

Australia’s defense policy relies to a large extent on
its alliances and partnerships in the region and be-
yond. Both the 2016 and 2020 defense policy papers
stress the importance of regional partnerships. The
section below provides a brief overview of Australia’s
key partners from a defense standpoint (Figure 6).

The United States:

Cornerstone of Australia’s security

As exemplified by AUKUS, the United States is Aus-
tralia’s most important military ally. In 1951, Austra-
lia, New Zealand, and the United States signed the
ANZUS Treaty which extends Washington’s nucle-
ar umbrella to Australia. The Treaty’s fourth article
states that “each Party recognizes that an armed at-
tack in the Pacific Area on any of the Parties would
be dangerous to its own peace and safety and de-
clares that it would act to meet the common danger
in accordance with its constitutional processes.”s?

Quad, ACSA, RAA
AUKUS, Five Eyes, FPDA
Quad

FPDA

FPDA

Five Eyes

Individual Partnership and Cooperation
Programme (IPCP)

Australia is also a member of the 1956 ‘Fives Eyes’ in-
telligence sharing agreement with the United States,
the United Kingdom, Canada, and New Zealand. Aus-
tralia is the only US ally which has fought with the
United States in all its military operations.®

New Zealand

In the region, Australia’s first and foremost ally is
New Zealand. While ANZUS no longer covers the
US-New Zealand part of the treaty, Wellington still
participates in the Five Eyes agreement and the Five
Power Defence Arrangements (FPDA) with the Unit-
ed Kingdom, Malaysia, and Singapore. Bilateral de-
fense cooperation is cemented by the 1944 Canberra
Pact, and the 1991 Closer Defence Relations agree-
ment (CDR). The latter was updated in 2018 when
the two countries announced steps for more effec-
tive combined operations, through, inter alia, agree-
ments for logistic support and sustainment as well
as for command, control, and communication.?
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The Quad

Australia is a member of the ‘Quadrilateral Security
Dialogue’ or ‘Quad, an informal defense cooperation
framework with the United States, Japan, and India.
The Quad was originally formed in 2007 but Austra-
lia withdrew a year later so as not to raise concerns in
Beijing. The grouping was reestablished in 2017. It pro-
vides the framework for the Malabar naval exercises
as well as for multilateral exchanges and information
sharing.®® The Quad is brought to life with bimonth-
ly meetings at ministerial working level and annual
meetings of the four nations’ foreign ministers.

Japan

Japan and Australia signed in 2007 a Joint Declara-
tion on Security Cooperation, which encompass-
es issues such as counterterrorism, disarmament,
counter proliferation, peace operations and hu-
manitarian assistance, and disaster relief. Australia
and Japan further signed an Acquisition Cross Ser-
vicing Agreement (ACSA) related to defense logis-
tics and an Information Security Agreement, both of
which entered into force in 2013. The defense rela-
tionship was elevated to a ‘special strategic partner-
ship’ in 2014, and the ACSA was revised in 2017.5¢ A
Reciprocal Access Agreement (RAA) negotiated from
2014 onward was signed in January 2022.8” Besides
the United States, Australia is the only other coun-
try with which Japan has such an agreement.?® The
relationship can be considered as a ‘quasi-alliance.’®

Southeast Asia

Southeast Asia features heavily in Australian defense
considerations, given the relatively close geograph-
ic location and the importance of maritime routes for
Australia’s supply and trade. Also, Australia fears that
a conflict in the South China Sea could lead to desta-
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bilization in the Indo-Pacific. For all these reasons,
Australia has long nurtured development and mili-
tary aid relations with Southeast Asian nations. How-
ever, these relations are now entering a new phase as
Southeast Asian countries reached a more advanced
development stage. Australia’s strongest ties in South-
east Asia are with Singapore and Malaysia.*® The three
countries are part of the Five Powers Defence Ar-
rangement (FPDA) of 1971 alongside New Zealand and
the United Kingdom. At the bilateral level, Singapore’s
armed forces share access to military training areas
and facilities in Australia, while Australia and Malaysia
have established a Joint Defence Programme which
provides the framework for the RAAF’s Operation
Gateway, allowing Australian military aircraft to patrol
the Indian Ocean and the South China sea for search
and rescue and counter piracy roles.”!

Relationships with Indonesia were long strained, but
recent Australian defense policy documents recog-
nize the importance of cooperation with Jakarta.*
Joint training had temporarily stopped in 2017% be-
fore the two countries signed a defense coopera-
tion arrangement in 2018, updated in 2021.** The two
countries also engage in joint exercises.

Australia participates in the ‘ADMM Plus’ meetings,
which brings together defense ministers from ASEAN
and its dialogue partners referred to as ‘plus coun-
tries.! This forum meets annually since 2017.

Pacific Island Nations

Australia has strategic interests in the South Pacif-
ic and has maintained economic assistance as well
as military training relations with most of the island
states.” One of the most extensive defense coopera-
tion programs is with Papua New Guinea, the largest

japan.embassy.gov.au/tkyo/Strategic-partnership.html

https://www.mofa.go.jp/a_o/ocn/au/paged4e 001195.html

https:

www.eastasiaforum.org/2022/01/06/security-relationship-with-japan-is-only-the-beginning-for-australia,

https:

www.airforce.gov.au/news-and-events/news/reflecting-p-3-orions-service-histor:

(accessed May 27, 2022).

https:

www.eastasiaforum.org/2020/07/20/missing-pieces-in-australias-security-strateg

https://www.bbc.com/news/world-asia-38504188

https:

thediplomat.com/2021/09/australia-indonesia-agree-to-ramp-up-defense-relationship/+&cd=3&hl=en&ct=clnk&gl=se

https://www.forumsec.org/who-we-arepacific-islands-forum
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and geographically closest of the Pacific Island na-
tions.”® Both the 2016 DWP and the 2020 DSU pro-
posed greater Australian engagement in the South
Pacific through the continuation of existing initia-
tives and establishment of new ones: the Maritime
Security Programme, the Pacific Patrol Boat Pro-
gramme, and the Pacific Step-Up.

These relationships are of increasing relevance in the
redefinition of the balance of power in the Indo-Pa-
cific. Indeed, China is also expanding its influence in
the region both economically and politically. The Sol-
omon Islands dropped recognition of Taiwan in 2019
in favor of mainland China. In early 2022, a security
agreement between China and the Solomon Islands
sparked fears that the PRC could establish a military
base in a country located only 2,000 km from Aus-
tralia and adjoining major shipping lanes.”” This is-
sue was considered important enough for Australia to
play a role in the 2022 electoral campaign.

Europe

Australia is an ‘Enhanced Opportunities Partner’ for
NATO. The ADF joined the NATO counter-piracy op-
eration Ocean Shield off the coast of Somalia, the
NATO mission in Iraq, and the International Securi-
ty Assistance Force (ISAF) operations in Afghanistan.
While the defense relationship with the United King-
dom is close, even more so with AUKUS, the cancel-
lation of the Attack-class submarine order has dam-
aged cooperation with France for years. In France’s
February 2022 update of its Indo-Pacific strategy,
Australia is no longer considered a strategic part-
ner.”® Meanwhile, cooperation with Germany inten-
sified as the two countries signed onto an ‘enhanc-
es strategic partnership’ in June 2021.%° After Russia’s
invasion of Ukraine, Canberra signaled its solidarity
with Europe by providing an aid package to Ukraine
and applying sanctions against Russia. Australia al-
so sent Bushmaster vehicles, M777 howitzers, and
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M113 armored personnel carriers to Ukraine.'® Bei-
jing’s support for Moscow in its war against Ukraine
contributes to the rising concerns regarding Chi-
na’s geopolitical objectives.!! This also led NATO and
Australia alongside New Zealand, Japan, and South
Korea, to intensify their cooperation.

96 Australia Department of Foreign Affairs and Trade, “Stepping-up in Papua New Guinea’,
https://www.dfat.gov.au/geo/papua-new-guinea/stepping-up-in-papua-new-guinea (all accessed May 27, 2022)

97 Australia Department of Foreign Affairs and Trade, “Solomon Islands country brief”, https://www.dfat.gov.au/geo/solomon-islands/solomon-
islands-country-brief; “Solomon Islands confirms China security draft, alarming Australia”, BBC, March 25, 2022, https://www.bbc.com/news
world-australia-60870238 ; Damien Cave, “Why a Chinese Security Deal in the Pacific Could Ripple Through the World", New York Times, April 20, 2022,

https://www.nytimes.com/2022/04/20/world/australia/china-solomon-islands-security-pact.html; Euan Graham, “Assessing the Solomon Islands’ new
security agreement with China”, May 5, 2022, https://www.iiss.org/blogs/analysis/2022/05/china-solomon-islands (all accessed May 27, 2022).

98 France Government, “France’s Indo-Pacific Strategy”, February 2022,

https://www.diplomatie.gouv.fr/IMG/pdf/en _dcp a4 indopacifiqgue 022022 v1-4 web cle878143.pdf (accessed May 27, 2022).

99 Australia Department of Foreign Affairs and Tade, “Enhanced Strategic Partnership between Australia and the Federal Republic of Germany”,
https://www.dfat.gov.au/about-us/publications/international-relations/enhanced-strategic-partnership-between-australia-and-federal-republic-

germany (accessed May 27, 2022).

100 Dylan Malyasoy, “Australia sends more armored vehicles to Ukraine”, Defence Blog, May 19, 2022,
https://defence-blog.com/australia-sends-more-armored-vehicles-to-ukraine/ (accessed May 27, 2022).
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AUSTRALIA'S THREAT
PERCEPTION

Australia’s perception of its strategic environment
has changed dramatically in just a few years. Chi-
na’s military modernization and its aggressive be-
havior with neighboring countries - including in-
terference in Australian politics - has considerably
influenced the assessment of decision-makers in
Canberra. The People’s Liberation Army is fielding
increasingly capable armament systems, including
intercontinental ballistic missiles, that could reach
the north of Australian territory if launched from the
South China Sea islands where China has built mili-
tary infrastructure.

HQ-9 surface to air missiles (SAM) systems and YJ-
12B ground-launched anti-ship cruise missiles were
deployed to several of the islands (Fiery Cross, Mis-
chief, and Subi reefs, as well as Woody Island) in
2016-2018.1°2 Such technological and geopolitical
changes mean that Australia is no longer protected
thanks to its geographical location alone. Instead, it
is increasingly becoming a “frontline state” in poten-
tial conflicts arising in the Indo-Pacific. This has led
Australia’s armed forces to refocus on territorial de-
fense and immediate regional interests, accompa-
nied by an increase in military spending to fund their
own modernization program.

This shift is embodied by the AUKUS announce-
ment in September 2021, with which Australia stat-
ed its intention to procure nuclear-powered sub-
marines from the United States or Britain instead of
conventional diesel-electric submarines from France.
AUKUS also means entering an even closer alliance
with the United States, which agreed to share the
technology for nuclear propulsion with Canberra,
alongside cooperation in other advanced military
technologies. Australia’s intensifying defense efforts

https://amti.csis.org/chinese-power-projection
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and its defense diplomacy concerning cooperation
formats such as the Quad can also be read as at-
tempts to embed the US presence in Asia by demon-
strating its own reliability as an ally.

The question of relations with China figured prom-
inently in Australia’s recent election campaign, with
the Liberal Party trying to depict the Labor Party as
pro-China, and conversely, Labor accusing the in-
cumbent Liberal government of being overly milita-
ristic.1® Despite the campaign trail accusations, and
even if the new Labor government lead by Anthony
Albanese uses a less assertive tone in diplomatic rela-
tions with Beijing, it is unlikely to dramatically change
course on Australia’s approach to China’s rise.!*

IMPLICATIONS FOR
REGIONAL STABILITY

Building a Credible Deterrence Against China
Australia’s defense build-up should not in itself be
viewed as a factor of destabilization in the region.
Seen from Canberra, the 2016 DWP and 2020 DSU
are a response to China’s military modernization.
Australia’s ongoing major procurement programs, in-
cluding within AUKUS, aim at building a sufficient-
ly credible deterrence position to prevent other par-
ties in the region from undertaking military action
to achieve their goals.’® This deterrence policy is not
only pursued by way of strategic arms procurement
but also by deepening defense cooperation with
like-minded states. This approach, however, will re-
quire good diplomatic communication with Austra-
lia’s neighbors. While Japan or India have expressed
positive reactions to the AUKUS announcement, this
was initially not the case for Indonesia and Malay-
sia. There is a risk, however, that Australia’s defense
policy shift could contribute to a security dilemma in
the region.

Non-Proliferation Concerns

AUKUS raises questions with regards to non-prolif-
eration regimes. The Non-Proliferation Treaty allows
for enriched uranium to be removed from the Inter-
national Atomic Energy Agency inspections when in-

https://www.reuters.com/world/china,

australian-government-playing-dangerous-game-over-taiwan-opposition-2021-11-23

https:

www.ft.com/content/f8e0026d-9963-404b-82b4-cf1a69469305

https:

ad-aspi.s3.ap-southeast-2.amazonaws.com/2021-12/What%20is%20

AUKUS%20and%20what%20is%20it%20not.pdf?Versionld=uAcnyQeum5IlvEdiJYXSRW5SubMT2 AMLV
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tended for “a non-proscribed military activity,’ which
includes the propulsion of naval vessels. Australia,
however, would be the first state to take advantage
of this loophole. There are concerns that it may be
setting a precedent and cause other states to use the
same logic and engage in activities that can be ex-
empted by safeguards. At a time when internation-
al laws and norms are increasingly contested and
tested, this risk cannot be overlooked. As the United
States and its allies proclaim their attachment to the
international rules-based order, creating what could
be perceived as a double standard may not send the
right signal. Australia, however, is closely coordinat-
ing with the IAEA to build strong safeguards arrange-
ments and ensure that AUKUS does not set a prolif-
eration precedent.

The Consequences of Alliance Politics

The 2020 DSU refocuses Australia’s strategic inter-
ests on its neighborhood, which encompasses mar-
itime Southeast Asia. While it expresses concerns
about the militarization of the South China Sea, it
does not mention Taiwan. Yet, the AUKUS announce-
ment further tightens Australia’s alliance with the
United States, which enhances Australia’s security
but likely also comes with even deeper obligations.
Compounded by the fact that Australia has been in-
volved in all the United States’ major conflicts, this
would likely mean that in a conflict over Taiwan,
Australia would be called on to contribute to a pos-
sible US intervention. It is worth keeping in mind,
however, that Australia’s nuclear-powered subma-
rines will not be in service before 2040, while the US
Department of Defense sees 2027 as the key date in
China readying its military for a Taiwan contingen-
cy.%¢ The best path of action, for Australia and other
stakeholders, remains to engage in efforts to prevent
such a conflict from happening. At the same time,
they need to build a credible deterrence to back up
their diplomatic efforts and safeguard Taiwan’s secu-
rity. Much of this remains speculative, given that any
scenario will depend on the conditions of an invasion
and on reactions from other US allies, above all Japan.
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IMPLICATIONS FOR
GERMANY AND EUROPE

The latest developments in Australian defense pol-
icy decisions should remind Europeans, if that was
needed, that the United States is indisputably Aus-
tralia’s most important ally, followed by Japan. Euro-
pean defense relationships will remain secondary for
Australian defense policy thinking. AUKUS is also an-
other reminder for Europe that the United States are
looking toward the Indo-Pacific as the next theater
of great power competition, notwithstanding Russia’s
war against Ukraine. The United States may not be
ready to put boots on the ground in Ukraine, but that
does not mean that they will not do so in the event
of a Chinese invasion of Taiwan. Since Australia - and
Taiwan - have shown their support for Europe and
Ukraine during this war, the favor will be expected to
be returned if such a situation arises.

Overall, Australia remains a natural partner for
Germany and Europe in the Indo-Pacific, sharing
the same values and interests in maintaining the in-
ternational rules-based order. As Germany’s former
defense minister Annegret Kramp-Karrenbauer put
it, Australia is a “rock of stability” in Asia.!”” Hence,
the Europeans should not perceive Australia’s de-
fense policy shift and associated major weapons pro-
curement projects as destabilizing for the region but
rather as offering additional areas of cooperation
where they can engage with a like-minded partner.

https://media.defense.gov/2021/Nov/03/2002885874/-1/-1/0/2021-CMPR-FINAL.PDF,

china-us-australia-competition/zh-hant/dual,

https://cn.nytimes.com/opinion/20210930/aukus-

https://www.aspistrategist.org.au/australia-considering-next-generation-us-and-uk-designs-for-nuclear-submarines

https://www.aspistrategist.org.au/germany-plans-a-greater-peace-and-security-role-in-the-indo-pacific/ (accessed May 27, 2022).
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Policy
Recommen-
dations

How can countries possessing only conventional ca-
pabilities deter a coercive great power? The paral-
lels between Russia’s war against Ukraine and a po-
tential conflict in the Indo-Pacific have already been
drawn elsewhere. Europe and Australia face some-
what similar challenges. The discussions on making
the best use of conventional deterrence should in-
volve diplomats, the military, or both. Some of these
discussions could also take place in the framework
of the NATO-Australia partnership. That would seem
all the more appropriate as NATO stepped up its di-
alogue with Australia, Japan, New Zealand and South
Korea in June 2022. The discussions should progress
through three stages:

Deterrence: Both sides should discuss conventional
deterrence, with the Europeans sharing the lessons
they have learned over Russia’s invasion of Ukraine.
Such exchanges - with subsequent operationaliza-
tion of the results - would contribute to reinforcing
the sense of common purpose between Europe and
Australia. In parallel, both sides should envisage sta-
bilizing initiatives such as engaging with ASEAN and
non-Western allies in the region. Europe can support
Australian renewed efforts in this domain.

Triggers: As China is using threshold warfare tactics
to advance its interests in Indo-Pacific, the ques-
tion as to what would trigger a response from other
stakeholders is becoming increasingly difficult. Such
threshold /grey zone warfare is destabilizing as it
pushes the boundaries of what is acceptable further
and further. Europeans and Australians could joint-
ly work on scenarios to define what events would be
likely to trigger their engagement in a conflict and
how they would react.

https:
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Outbreak: The third stage of discussions between
Europe and Australia could focus on organizing joint
tabletop/wargaming exercises. These would be based
on scenarios detailing the outbreak of a conflict in the
South China Sea. In a scenario illustrating an invasion
of Taiwan, both sides should concentrate on their re-
spective reactions and on ways to cooperate.

Other possible areas for further engagement and co-
operation should address the strategic importance of
South Pacific states, a topic that the new Labor gov-
ernment in Canberra takes very seriously. Given that
Australia has a unique understanding and partner-
ships with South Pacific states, it could contribute to
raising awareness in Europe of the strategic impor-
tance of these relationships. So far, their small size
and remote location - as viewed from Europe - have
frequently put them under the radar.

Progress on the South Pacific could also help mend
fences between Paris and Canberra, given France’s
particular geographic position and interest in the
South Pacific. While the reconciliation process has
begun after Australia paid Naval Group the cancella-
tion fee for the Attack-class submarine deal,'°® more
could be done to swiftly mend the bilateral relations
between France and Australia. The spat weakened the
European Union’s Indo-Pacific strategy as France, one
of the most militarily capable states in Europe, was
one of the driving states behind this policy document.

Germany and other EU member states should help the
reconciliation between Paris and Canberra by looking
to develop military cooperation initiatives that do not
revolve around defense industrial contracts (e.g., ex-
ercises, training, knowledge-sharing). They could pos-
sibly use existing EU frameworks to bring Paris and
Canberra to the same table on these topics.

Another issue for cooperation with Paris would be en-
gagement on nuclear non-proliferation. This could al-
so be done via the International Atomic Energy Agency,
as Australia is currently seeking to step up its nucle-
ar safety know-how and train up a new generation of
skilled personnel in this area. French engagement
would be particularly useful since France is the only EU
country operating nuclear-powered submarines.

www.bloomberg.com/news/articles/2022-06-11/australia-reaches-579-million-settlement-with-naval-group
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