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Defence funding forecast (AU$ bn)

Australia's 2016 Defence White Paper
The 2016 Defence White Paper (DWP) states that the United States will remain Australia's 'most
important strategic partner', while pointing to concerns about China’s growing assertiveness.
Defence spending envisaged in the DWP is to increase by approximately 80% over the next ten
years, with a quarter of investments going to maritime and anti-submarine warfare. Australia has
also launched its largest-ever defence procurement programme, with French firm DCNS selected as
its international partner for the AU$50 billion (€34.3 billion) future submarine programme.

Strategic planning to guarantee the country's national security
Since 1976, Australia has published a series of defence white papers (1987, 1994, 2000, 2009 and 2013). The
latest, released on 25 February 2016, covers the next 20 years and explains the government's plans to
strengthen the country's defence capabilities 'to meet the challenges of the more complex strategic
environment Australia is likely to face in the years ahead'.

Key figures
The defence white paper seeks to fully align defence strategy and
capability plans with resources. Defence expenditure will increase
from AU$32.3 billion (€22.2 billion) in 2016-2017 to AU$58.7 billion
(€40.3 billion) in 2025-2026, including the navy's largest expansion
since World War II. Defence spending will reach 2% of GDP in
2020-2021, with the DWP noting that the '10-year funding model
will not be subject to any further adjustments as a result of changes
in Australia’s GDP growth estimates'. However, some analysts
question these figures, pointing out that they are based on long-
term economic forecasts and on projections of current trends into a relatively far future. According to the SIPRI
Military Expenditure Database, Australia was the 13th largest military spender in the world in 2015.
Cooperation between defence, national industry and research
In parallel with the DWP, the Australian government also released a ten-year Integrated Investment
Programme and a Defence Industry Policy Statement. The programme contains a breakdown of the
approximately AU$195 billion (€134 billion) investment in defence capabilities by types of expenditure:
around a quarter will go to maritime operations and anti-submarine warfare; a further quarter will be spent
on key enablers, such as military bases and training ranges. Recognising the importance of the cyber-security
sector, the DWP commits AU$300-400 million to it over the next ten years, to be complemented by
AU$230 million over a period of four years under the Cyber Security Strategy released in April 2016. The
Defence Industry Policy Statement aims at more focused and coordinated partnerships between defence
and industry; its two key initiatives will provide around AU$1.6 billion (€1.1 billion) of investment over the
next ten years in defence-related innovation.

Defence strategy with a focus on maritime security
The DWP's strategic outlook emphasises the dependence of Australia's security and economic prosperity on
the stability of the Indo-Pacific region and 'a stable, rules-based global order'. The six key drivers that will
shape Australia's security environment in the next 20 years are: 'the roles of the United States and China and
the relationship between them', 'challenges to the stability of the rules-based global order', 'the enduring
threat of terrorism', 'state fragility', 'the pace of military modernisation and the development of more
capable regional military forces', and 'the emergence of new complex, non-geographic threats'. The DWP
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declares that the 'United States will remain the pre-eminent global military power and will continue to be
Australia's most important strategic partner'. It acknowledges, however, that the development of US-China
relations will be fundamental to Australia's strategic circumstances, and states that China 'will have a major
impact on the stability of the Indo-Pacific to 2035'. The DWP identifies 'a secure, resilient Australia with
secure northern approaches and proximate sea lines of communication'; 'a secure nearer region,
encompassing maritime South East Asia and the South Pacific'; and 'a stable Indo-Pacific region and a rules-
based global order' as strategic defence interests, in line with the previous two DWPs.
Regional strategic circumstances
Although the DWP examines the global challenges to Australia's external security, such as terrorism and
cybercrime, its strategic focus is on the regional level, on 'stability in the South Pacific and ... the security of
maritime South East Asia'. The South Pacific will be confronted with problems such as slow economic growth
and climate change; the resulting instability in Australia's immediate neighborhood could have strategic
repercussions. With approximately two thirds of Australian trade passing through the South China Sea,
south-east Asia is not only a key security issue but also a source of significant economic opportunities for
Australia. Therefore, referring indirectly to China, the DWP insists on 'unimpeded trade and freedom of
navigation and overflight'. Further to the China issue, observers point out that, compared to the previous
DWPs, the references, whether indirect (being one of the 'newly powerful countries', China challenges global
order) or explicit, are more critical. As regards the South China Sea, the paper notes that 'Australia is
particularly concerned by the unprecedented pace and scale of China's land reclamation activities'. In the
case of the East China Sea, it highlights the tensions caused by 'China's 2013 unilateral declaration of an Air
Defence Identification Zone'. China's foreign ministry has responded with 'serious concern and strong
dissatisfaction' to these statements about the South China Sea and China's growing military strength.
Addressing strategic developments through strengthened partnerships
Given the importance of the regional security environment, the DWP points to the need for a more active
defence force with a 'more regular surface and airborne Australian maritime presence in the South Pacific,
South East Asia, North Asia and the Indian Ocean'. In this context, maritime military modernisation is a key
element of the paper. Similarly, the current DWP stresses even more than previous editions the significance
of strengthened regional security ties: 'The Government will increase Defence's international engagement,
particularly with the countries of the South Pacific and South East Asia, to support our collective capacity to
address common threats and security challenges.' In south-east Asia, the emphasis is on Indonesia, although
countries such as Singapore, Malaysia, Vietnam, Philippines and Thailand are also viewed as important
partners. In the wider Indo-Pacific region, the USA, South Korea, India, New Zealand, Japan and China,
among others, are mentioned as regional partners with whom security cooperation should be deepened.
Regarding global operations, Australia will continue to work with partners such as the USA, NATO, Canada
and the UK to maintain the rules-based global order. Moreover, it is the first time that a DWP acknowledges
France as a strategic partner, with particular reference to the South Pacific.

'The most advanced submarine you'll never see': the
winning bid of French firm DCNS
The DWP confirmed a rolling acquisition programme for 12 new
submarines. In the 'competitive evaluation process' initiated in March
2015, three companies were competing for the contract worth
AU$50 billion (€34.3 billion): Mitsubishi Heavy Industries (Japan), Direction
des Constructions Navales Services, DCNS (France), and ThyssenKrupp
Marine Systems (Germany). For strategic reasons and because of a better
level of interoperability with US forces, Japan seemed to be particularly
well-placed. However, the French bid promoted under the
abovementioned slogan was announced as the winner in April 2016.
One crucial issue in the context of Australia's federal elections taking place
in July 2016 was the percentage of local construction, meaning
employment opportunities and possible benefits for national industries.
The French bid is expected to create up to 3 000 jobs in Australia. The first
submarines, armed by the USA, are expected to start entering service in
the early 2030s.
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