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Australia’s decision to terminate a A$90 billion defence contract with France to forge a new defence alliance with
the US and UK was a shock for Europe. Ironically, the announcement came just hours before the EU debuted its
Indo-Pacific Strategy.

Only weeks before being “stabbed in the back,” Australia reassured the French of the “importance of the future
submarine program” at the high-level 2+2 bilateral mee�ng of defence and foreign ministers. However, Australian
poli�cians claim that France should not be surprised about the termina�on of the contract, given major concerns
about delays, cost, and suitability of the program for Australia’s na�onal interests. The crisis might have been
compounded by a clash between the Australian low-context culture priori�sing strict interpreta�on of contractual
obliga�ons over long-term trust, the la�er being more prominent for the French high-context culture. Nevertheless,
shouldn’t diplomacy serve to avoid such clashes?

French resentment cannot merely be explained by the loss of a significant economic deal, although defence exports
stand at the core of the French economy. In symbolic terms, France is becoming the de facto leader of the EU in
light of German Chancellor Angela Merkel’s departure. Moreover, France is taking over the rota�ng presidency of
the Council of the EU in the first half of 2022. The termina�on of the contract can thus be seen as a kick at the heart
of Europe. Its severity is demonstrated by the Quai d’Orsay’s decision to recall French ambassadors in Washington
and Canberra, an unprecedented move in the diploma�c rela�ons between these tradi�onal allies.

The direct impact of the broken deal with France might well serve Australian na�onal interests. For Australia, AUKUS
secures stealthy nuclear-propelled submarines and access to US technology. A similar partnership has been
achieved only with the UK, more than 60 years ago. He�y compensa�on of €250 million  to French company Naval
Group for termina�ng the contract demonstrates the significance of the AUKUS arrangement for Australia.

However, the indirect repercussions of the broken deal with France cannot be underes�mated. The split is crea�ng
sub-blocks of Western allies, which might significantly weaken their stance against a rising China. The crucial EU-
Australia trade nego�a�ons have also been put in jeopardy, raising broader ques�ons about the role of the EU in
the Indo-Pacific region.

EU’s Indo-Pacific “strategic autonomy”

https://au.ambafrance.org/IMG/pdf/210830_-_australia-france_2_2-_joint_statement_cle4a1241.pdf?13739/1eaa888b135a43c8cf86de4382e791a36cf2fd3c
https://www.reuters.com/world/asia-pacific/australian-documents-showed-french-submarine-project-was-risk-years-2021-09-21/
https://www2.pacific.edu/sis/culture/pub/context_cultures_high_and_lo.htm
https://www.nytimes.com/2021/09/17/world/europe/france-ambassador-recall-us-australia.html
https://www.abc.net.au/news/2019-05-15/australia-to-pay-hundreds-of-millions-if-french-sub-deal-sinks/11112952
https://www.politico.eu/article/eu-australia-trade-deal-runs-aground-over-submarine-furor/


The EU Indo-Pacific strategy is an expression of the new geopoli�cal vision of the von der Leyen Commission. It
forms part of a broader European poli�cal approach aimed at ensuring its strategic autonomy vis-à-vis the US in
global affairs. While striving to play a greater role in the Indo-Pacific through more coherent internal policies, the EU
envisages coopera�on with like-minded partners, such as Australia and New Zealand. In sharp contrast, AUKUS
excludes such coopera�on.

The EU Indo-Pacific strategy underscores the economic interdependence of the EU and the region, spanning from
Eastern Africa to the Marquises. In line with this, the EU has been pursuing a proac�ve regional trade policy through
the conclusion of free trade agreements (FTAs) with a number of Asian States (Singapore, Vietnam, South Korea,
Japan), nego�a�ng an investment agreement with China, and developing a strategic partnership with ASEAN.

The EU’s strategy further emphasises the importance of the region for achieving global green transi�on as
deforesta�on, deple�on of fisheries, and greenhouse gas emissions con�nue to increase across the region. Further,
the EU is concerned about intense compe��on in the region, which poses threats for its stability and is likely to have
direct impact on EU interests through the disrup�on of supply chains and exhaus�on of natural resources. What
ma�ers for the EU is keeping mari�me routes open, given the importance of sea lines that link Europe with Asia.

With two million French na�onals in the Indo-Pacific region, 7000 military personnel sta�oned in the area and on its
aircra� carrier, and the sheer size of its Exclusive Economic Zone, it comes as no surprise that France’s role in the
region and its own strategy is the core axis of the EU Strategy. France is also the only EU member state with
territories in the Indo-Pacific.

In contrast, the new AUKUS alliance endorses Australia’s focus on imminent threats for its na�onal security
stemming from China, and US strategic compe��on with China. Both approaches thus priori�se power rela�ons.
Opposite to this, Europe’s interests in the region go beyond constraining China’s asser�veness and are to be
achieved through interna�onal rules, which should serve to neutralise power rela�ons. Accordingly, mari�me routes
and freedom of naviga�on should be secured in accordance with interna�onal law.

The EU and Australia: two diverging strategic visions?

The FTA between the EU and Australia is one of the cornerstones of EU engagement in the Indo-Pacific. The two
sides have been nego�a�ng a trade deal since mid-2018. Despite like-mindedness on core values such as
democracy, human rights, and the rule of law, their visions of trade differ.

From an EU geopoli�cal perspec�ve, interna�onal trade is embedded in a broader poli�cal vision revolving around
sustainability and regulatory governance. In addi�on, the approach to climate change evolves around different
concep�ons about the role of trade. Australia has openly cri�cised the EU’s “heavy-handed” approach, in par�cular
regarding the proposed Carbon Border Adjustment Mechanism, which is perceived as a tariff. In contrast, Australia
favours a market-based approach focusing on “incen�ves” and technology exchange and promo�ng green
partnerships with countries in the region such as Singapore.

While for Australia trade appears to be an end in itself, its separa�on of security and economic interests seems to be
changing. Australia opposes China’s accession to the Comprehensive and Progressive Agreement for Trans-Pacific
Partnership (CPTPP), although jus�fies its posi�on by China’s non-compliance with its exis�ng interna�onal trade
obliga�ons, exemplified in its trade war with Australia.

UK’s post-Brexit realignment

Finally, while France has underplayed the role of the UK in AUKUS, the UK’s approach to Indo-Pacific undoubtedly
has a spill-over effect on EU security and trade interests. Post-Brexit, the UK is adamant in reviving its historical
presence in the region. Its first FTA was quickly concluded with Japan following the UK’s departure from the EU.

In June, Australia and the UK achieved an agreement in principle on the FTA, which is to be finalised in October. This
is to be the fastest agreement that Australia has ever concluded, as well as Australia’s most comprehensive trade
deal a�er the Australia-New Zealand Closer Economic Rela�ons Trade Agreement. The full liberalisa�on of trade in
agricultural products and renouncement of climate change ambi�ons was the price that the UK was willing to pay
for a more prominent voice in the region. In return, Australia will support the UK’s accession to the CPTPP. AUKUS
demonstrates further strengthening of Australia-UK security rela�ons.

https://ec.europa.eu/info/sites/default/files/jointcommunication_indo_pacific_en.pdf
https://researchprofiles.canberra.edu.au/en/publications/could-the-coronavirus-strengthen-rather-than-threaten-geopolitica
https://euinasean.eu/
https://www.diplomatie.gouv.fr/en/country-files/asia-and-oceania/the-indo-pacific-region-a-priority-for-france/
https://trendsresearch.org/insight/us-china-strategic-competition-in-the-asia-pacific/
https://trade.ec.europa.eu/doclib/press/index.cfm?id=1865
https://www.theguardian.com/australia-news/2021/jul/15/australian-government-stokes-fears-that-europes-new-carbon-levy-could-hurt-jobs
https://time.com/6099049/china-tpp-trade-deal/
https://www.dfat.gov.au/trade/agreements/negotiations/aukfta/australia-uk-fta-negotiations-agreement-principle
https://www.theguardian.com/uk-news/2021/sep/08/uk-dropped-paris-climate-goals-in-trade-deal-with-australia-say-green-activists


Where to from here for the EU-Australia FTA?

The evolving saga is another test for European solidarity. During Brexit nego�a�ons, member states remained
united without hesita�on. While EU ins�tu�ons and 26 member states have shown support for France, their
approach to dealing with consequences might be less consistent.

Although the trade deal between Australia and the EU could be seen as a separate issue with EU ins�tu�ons in the
lead, in reality France has a significant weight to complicate the nego�a�ons through the Council. The offer on
geographical indica�ons announced by the Australian trade minister, albeit of sensi�ve nature in trade talks, will
hardly be sufficient to regain the confidence of Europeans. It might be in the long-term interest of both sides to
suspend the trade nego�a�ons un�l the dust se�les. Indeed, the EU has postponed – for the moment at least for a
month – the 12th trade round scheduled for mid-October.

Regardless of the direct consequences of the broken deal between France and Australia, with AUKUS Australia is
moving further away from Europe.
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