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Introduction

French defence firms have recently had ample oppor-
tunities to celebrate export success, the most lucrative
example being the 2021 USD1g billion package deal
with the United Arab Emirates for the Dassault Rafale
and associated weapons systems. The average annual
value of French global defence exports between 2011 and
2020 was approximately USD8oo million higher than in
the previous decade (see Figure 1), and this sum looks
set to grow further following the signing of high-value
deals in the last three years.” However, while the value
of deliveries to all other regions has grown over the past
two decades, the value of those to Europe has declined
despite French government policies and rhetoric aimed
at boosting the figures. This is due to a variety of factors,
not least because France has secured few major export
sales to the region since the sale of Mirages to Greece
in 2000 (see Figure 2).2 Since 2017, President Emmanuel
Macron and his government have promoted a concept
of “European sovereignty” and the French presidency of

the Council of the European Union has been presented

as another opportunity to strengthen European defence
and to define ‘European strategic sovereignty’.> Arms
sales and joint European programmes will probably be
major elements of this effort, both in securing French
national and supranational objectives, during the presi-
dency and also in the longer term.

This report aims to explain France’s approach to
defence exports, why the value of French equipment
deliveries to Europe fell during the period 200120,
and what could happen next. It will explore how
French political ambition in this area did not material-
ise until relatively recently, and the factors that could
now facilitate greater success for French companies
in Europe. While the next few years of export data
are expected to show growth, it is unclear how long
this is likely to last. The report will describe possible
future scenarios, given the current political and eco-
nomic context, and will argue that the success of the
next round of European joint-development projects
will probably be critical to the long-term success of

French defence exports in Europe.

Figure 1: French defence exports (deliveries), 2001-20 (USDm)
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French defence exports: the political context

A persistent doctrine favourable to arms exports
For France, arms exports have always been considered a
core component of national sovereignty, allowing free-
dom of action both in foreign and defence policy. As in
other European countries, domestic orders alone are not
sufficient to maintain the defence industry’s high level
of technological sophistication and broad capability
over multiple sectors.

By the end of the 1950s, Paris already had an
emerging policy on the wider role of arms exports,
supported by a public consensus that remains to this
day.* Unlike in some other European countries, such
as Germany, the government does not face significant
resistance from the public concerning defence-export
policies. This has allowed successive administrations
to commit to boosting sales, allowing France to stay
among the world’s major arms exporters, with some

recent analyses placing it in the top five.5

The French arms-export-control system is structured as
follows. First, arms sales and transfers are dependent on
government approval. Companies must apply for export
licences, which are subject toamulti-departmental approval
process involving the Ministry of Defence, the Ministry
of Foreign Affairs and the Ministry of the Economy.® All
licences are assessed based on the criteria defined in the
framework of European Union and international agree-
ments. These processes have been strengthened over time.
Since 2012, France has carried out a posteriori checks fol-
lowing the grant of an export licence. These checks and
inspections aim to verify compliance with all the obliga-
tions that companies are required to fulfil when exporting
defence equipment.” However, France is committed to the
principle of non-interference with recipient states” sover-
eignty and still considers that exports should be based on
mutual trust. It therefore issues end-user certificates, but
unlike some other countries — such as Germany and the
United States — it does not conduct post-shipment controls
in the recipient country, which would involve diplomatic

and practical challenges.

The Nexter factory in Roanne, France, where Griffon and Jaguar armoured vehicles undergo final assembly.

(Photo by Nicolas Liponne/NurPhoto via Getty Images)
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Defence exports to achieve foreign-policy goals
From the French perspective, any defence export is,
above all, a political act that supports the country’s
foreign-policy priorities. Following this logic, France’s
customers can change over time, depending on the state
of diplomatic relations with potential clients. European
countries (especially the United Kingdom and Greece)
have always been among France’s customers for defence
equipment, although exports to Europe as a whole have
lagged behind those to regions such as the Middle East
(see Table 1) and Asia. Within Europe the value of deliv-
eries has varied from country to country, in accordance
with the international context and with French adminis-
trations’ political priorities. However, since 2017, those
factors have probably begun to have some positive
impact on total French arms exports to Europe, which
should now experience substantial growth.

At the political level, a ‘European’ ambition in
terms of defence exports has only materialised rela-
tively recently in France. However, at the industrial
level, privatisation started in France at the end of
the 1990s, allowing for the first major mergers and
acquisitions of companies on a European scale, such
as the creation of European Aeronautic Defence and
Space Company (EADS) and MBDA in 2000 and 2001
respectively. In 2008, the French government’s White
Paper on Defence and National Security stated that
‘for the majority of defence and security acquisitions,
[the French] strategy will be in line with European
interdependence’.® However, there was no indication
that priority would be given to exports to European
countries. It was not until 2013 that the White Paper on
Defence and National Security stated that ‘building a
European approach to defence and security is a prior-
ity’, although it would take until 2019 for these politi-
cal statements to be translated into significant contract
signings (see Figure 2). During the period 2013-20,
only 12% of French defence exports were to Europe,
marking a clear decline in comparison with 2001-12,
when the corresponding figure was 26%.*

The delay in achieving positive results is in part due
to the inevitable competition that French industry has
faced from other European countries and from the US
(especially in the combat-aircraft sector), and to the pro-

curement cycles of specific recipient countries. As for

political stimulus, even if former presidents had man-
aged to boost French global arms exports by throwing
the government’s diplomatic weight behind specific
negotiations, it was only after Macron’s election in 2017
that the political approach began to catch up with the
business impetus to export to the rest of Europe. This has
led to a new, comprehensive batch of reforms in favour
of European defence cooperation and boosting intra-
European exports. Achieving Macron’s goal of a ‘sover-
eign, united, democratic Europe’, although a relatively
nebulous concept, will not only require the strengthen-
ing of joint programmes with European countries but
also for those partners to choose European-made mate-
riel, which could be French, instead of an American
alternative.” Since Macron’s election, France has pro-
moted this as an essential component of the success of
the European defence project and as a strategic choice

that European countries should make.*

French defence exports to Europe, 2001-20
The French defence industry produces technically
advanced equipment across a range of sectors, and
most of these have been represented in France’s global
exports over the past 20 years. Sales of combat aircraft,
surface combatants, helicopters and military satellites
have been particularly strong. As well as these platforms
that are entirely or largely designed and built in France,
French manufacturers contribute subsystems and mate-
rials to products assembled in other countries, and their
value is included in the annual export figures. During
the years 2001—20, France exported defence equip-
ment worth EUR98.85bn (USD124.65bn). Of this, 18%
(EUR18.15bn (USD23.84bn)) went to other European
nations, placing Europe third among the destinations
for French defence exports, behind the Middle East and
North Africa (44% (EUR43.51bn (USD53.82bn)) and
Asia (28% (EUR26.98bn (USD34.36bn))."> By contrast,
30% (USDs50.52bn) of Germany’s exports during this
period went to other European nations.’ While there
was an overall upward trend in total French defence
exports globally in the period 2001—20, the total value
of defence export deliveries to Europe declined. After
growth in the early and mid-2000s, the value of French
deliveries to Europe began to decrease in 2008 before

dropping more steeply in 2012. The value of deliveries
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then remained stagnant (see Figure 1), but a return to
growth is now likely over the rest of the 2020s.

During the period 200120, the UK and Greece were
France’s biggest customers in Europe, receiving equip-
ment worth EUR2.95bn (USD3.8bn) and EUR2.88bn
(USD4.06bn) respectively. Germany, in third place,

(USD2.18bn)). The value of exports to Greece was
boosted by high-value sales in the early 2000s, whereas
deliveries to the UK and Germany were more consist-
ent and spread across a greater number of categories of
equipment.*® Exports to these two countries have princi-

pally consisted of subsystems and components for other

received significantly less equipment (EUR1.69bn  products, rather than complete platforms.

Figure 2: Major French defence exports to Europe, 2000-present

Order date Order date Order date Order date

2000 2005 2019 2019

Recipient Recipient Recipient Recipients
Greece Bulgaria Belgium Belgium; Netherlands
p— -

¥

Equipment Equipment Equipment _ Equipment
Mirage 2000-5 AS565MB Panther, Jaguar, Mine-countermeasures
Mk 2 AS532AL Cougar Griffon vessel
Fighter ground-attack Anti-submarine-warfare Armoured reconnaissance Ocean-going

aircraft mine-countermeasures vessel

Quantity
15

vehicle; Armoured personnel
carrier (wheeled)

Quantity

helicopter; Medium
transport helicopter

Quantity
6; 6

Value (USDm)
2,287

Quantity
3,12

Value (USDm)
est. 400

Value (USDm)

Value (USDm)
1,478
i

Deliveries

2007

Deliveries iveries

2006-11

Prime contractor
Airbus

Deliveries
2024-29

Prime contractors
ECA Group; Naval Group

Prime contractors
Arquus; Nexter; Thales

Prime contractor
Dassault Aviation

Order date Order date Order date
Recipient Recipient Recipient
Croatia Greece Greece
Equipment Equipment Equipment

Rafale Rafale Frégate de Défense et
Fighter ground-attack Fighter ground-attack d'Intervention (FDI)
aircraft aircraft Frigate

Quantity
3
Value (USDm)
3,681
Deliveries
2025-26

Prime contractor
Naval Group

Quantity
24
Value (USDm)
4193

Deliveries

2021-24

Prime contractor
Dassault Aviation

Quantity
14

Value (USDm)
1,360

Deliveries

2023-25

Prime contractor
Dassault Aviation

Source: IISS, Military Balance+, milbalplus.iiss.org
Note: Conversions to USD using in-year exchange rates
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Table 1: Major French exports to the Middle East and North Africa, 2000-present*

Order Recipient Equipment Classification Quantity Value Prime contractor(s) Deliveries
date (USDm)
2003  UAE Baynunah- Corvette 6 817 Abu Dhabi Ship Building 2008-17
class Company (ADSB); Constructions
Mécaniques de Normandie
(CMN)
2007  Morocco FREMM Frigate 1 685 Naval Group; Thales 2014
2013  Saudi Arabia CAESAR 155 mm self-propelled artillery 97 nk. Nexter 2019-22
2014 Egypt Gowind 2500 Frigate 4 1,329 Naval Group 2017-22
2015  Egypt FREMM Frigate 1 1,107 Naval Group; Thales 2016
2015 Egypt Mistral-class ~ Amphibious assault ship 2 1,054 Naval Group 2016
2015 Egypt Rafale Fighter ground-attack aircraft 24 3,884 Dassault Aviation 2015-19
2015 Qatar Rafale Fighter ground-attack aircraft 36 7,434 Dassault Aviation 2019-ongoing
2016  Kuwait H225M Heavy transport helicopter 30 1,217 Airbus 2020-ongoing
2018  Saudi Arabia HSI 32 Fast patrol boat 39 649 CMN 2020-ongoing
2019  UAE Gowind 2500 Frigate 2 840 Naval Group TBD
2021 Egypt Rafale Fighter ground-attack aircraft 30 4,812 Dassault Aviation TBD
2021 UAE H225M Heavy transport helicopter 12 955 Airbus TBD
2021 UAE Rafale Fighter ground-attack aircraft 80 19,107 Dassault Aviation 2026-30

*This does not include the sale of multinational products such as the Tiger, NHoo or A400M (see Figure 4 for the first two). It also does not list satellite exports (see Table 3).

Sources: IISS, Military Balance+, milbalplus.iiss.org

Combeat aircraft
Following the conclusion of a USD1.48bn deal with
Greece in 2000 for the sale of Mirage 2000-5s, France did
not sign an export contract for a new-build fighter air-
craft with any other country for 15 years. The Rafale was
referred to as a failure after Morocco, the Netherlands
and South Korea opted for competitors built by American
companies.’® Today, however, the narrative is very differ-
ent, with Dassault expanding production in response to
demand from new customers.”” In 2015, Egypt and then
Qatar ordered 24 Rafales each, and those deals have been
followed by additional orders from both countries (see
Table 1). A major Rafale deal with India collapsed in 2015
due to disagreement over offsets and price, after the air-
craft had been selected in preference to the Eurofighter in
India’s Medium Multi-Role Combat Aircraft (MMRCA)
competition — but then a USD8.71bn deal for 36 aircraft
was signed in 2016, with opportunities for further sales.”®
The largest export contract so far for the aircraft is a
USD19.11bn deal with the United Arab Emirates in 2021,
securing production until the end of the 2020s.

In Europe, Dassault had to wait until 2021 to enjoy

its first Rafale export success, with contracts to supply

Greece and Croatia. However, both sales involve the
transfer of second-hand aircraft. The 12 aircraft Croatia
is purchasing will come from the French Air and Space
Force fleet, although they will be replaced later, in
French service, by an order of new aircraft. Greece’s
acquisition comprises a mix of new-build and second-
hand Rafales. Although Greece has a large number of
legacy aircraft to replace, its likely purchase of the F-35
to replace the F-4 Phantom and older F-16s, alongside an
upgrade programme for its newer F-16s, could limit the
opportunities for further Rafale sales there.*

Elsewhere, the Rafale and its European competitors
the Eurofighter and the Gripen have lost numerous com-
petitions to the American F-35, with 11 European coun-
tries having selected the aircraft (12, if the cancelled
sale to Turkey is included). Alongside the success of
the F-35, the US has also continued to sell the Lockheed
Martin F-16 in Europe, with Bulgaria, Romania and
Slovakia all selecting it. As such, there are now limited
European opportunities for the Rafale. The remaining
potential customers include the Czech Republic, which
may decide on a Gripen replacement in the late 2020s;

Austria, which is considering a Eurofighter upgrade or

French defence exports to Europe: past, present and future 7



The first of a batch of six Rafale multi-role fighter aircraft delivered to Greece on 19 January 2022.

(Photo by ANGELOS TZORTZINIS/AFP via Getty Images)

replacing the aircraft, although the Gripen is reported to
be a contender; and Serbia, which has said it is negoti-
ating to acquire 12 Rafales.* It is unlikely that all three

cases will lead to contracts being signed, however.

Naval shipbuilding

France has a naval-shipbuilding industry capable of
producing a wide range of platforms, including aircraft
carriers, destroyers and nuclear-powered submarines.
As such, over the past two decades, France has enjoyed
significant and consistent export success in this area. This
is perhaps best exemplified by France being the only
country in the world that exports diesel-electric-pow-
ered submarines but does not operate them, suggesting
a high quality of design. It is also the case that in many
countries the acquisition of naval platforms is seen as less
political than the acquisition of fighter aircraft, which are
often viewed as solidifying political relationships. There
are exceptions, however — such as Australia’s attempts to
acquire new submarines, where there has certainly been
the aim of forging long-term relationships. French com-
panies are also helped by the fact that large US shipbuild-
ers often have little capacity beyond US Navy orders and

are therefore unable to compete.

However, French shipbuilders have not enjoyed any-
where near the same level of success in Europe as they
have in Asia and the Middle East. In 2000, Naval Group,
known then as DCN, sold six ex-French Navy d’Estienne
d’Orves-class corvettes to Turkey, but it was not until 2019
that French companies were able to put pen to paper
on the next naval contract of comparable significance,
when Naval Group and ECA Group were awarded a
USD2.2gbn contract by Belgium and the Netherlands
for new mine-countermeasures vessels. This has been
followed more recently with USD3.68bn-worth of con-
tracts with Greece for three frigates based on the French
Navy’s new Amiral Ronarc’h-class. Although Romania
selected another Naval Group frigate design in 2019, the
Gowind 2500, the deal is yet to be finalised and there is
speculation that Romania may have changed its mind.*

Why has France exported so few naval vessels in
Europe? The problem, as far as France (and in fact
any country wishing to export surface combatants
to the region) is concerned, is principally one of a
fragmented industrial base, with European countries
seeking to support national champions. Of the nine
European countries apart from France that have com-

missioned new-build destroyers, frigates or corvettes
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Table 2: Deliveries of new-build destroyers, frigates and corvettes to European navies, minus France, since 2000

Recipient Class Type Quantity delivered Builder/designer (if different)
since 2000

Denmark Iver Huitfeld Destroyer 3 Denmark

Germany Baden-Wiirttemberg Frigate 2 Germany

Germany Braunschweig Corvette 5 Germany

Italy Andrea Doria Destroyer 2 Italy

Italy FREMM Frigate 8 Italy

Netherlands De Zeven Provincién Destroyer 4 Netherlands

Norway Fridtjof Nansen Frigate 5 Spain

Spain Alvaro de Bazdn Destroyer 5 Spain

Sweden Visby Corvette 5 Sweden

Turkey Barbaros Frigate 1 Turkey/Germany

Turkey Ada Corvette 4 Turkey

UK Daring Destroyer 6 UK

UK Norfolk Frigate 3 UK

Source: lISS, The Military Balance; 1SS, Military Balance+, milbalplus.iiss.org; and authors' research

since 2000, only one (Norway) imported them from
abroad (see Table 2). The other countries all built
them locally — although Turkey’s Barbaros-class has
a German design, and two of its four vessels of that
class were built in Germany in the late 1990s. The
other European countries that commissioned these
types of vessels bought second-hand ships instead.
The picture for diesel-electric submarines is slightly
different in that many countries import either a design
or a fully constructed boat. Germany has enjoyed the
most success in Europe in that respect, having sold (or
currently being under contract to sell) diesel-electric
submarines to Greece, Norway, Portugal and Turkey,
beating French designs in some of those instances. A
joint design was also developed with Italy, with both
Italy and Germany now designing improved mod-
els based on that type. Poland’s Orka programme for
three boats offers a potential opportunity for French
industry to secure a rare win in Europe, although
Naval Group will have to defeat strong German and
Swedish competition to do so. The construction pro-
cess for submarines is more complex than for surface
combatants, often necessitating the import of plat-
forms. In other regions — such as the Middle East, Asia

and Latin America — there is not always the same level

of indigenous naval-shipbuilding capability, which
means more opportunities for European companies,
although this is changing. Increasingly, naval exports
to these regions involve technology transfer and local
assembly or production, meaning that exports are
now much more about selling a long-term partner-

ship rather than just a platform.

Helicopters

The helicopter businesses of France’s Aerospatiale
and Germany’s DASA were merged in 1992 to form
Eurocopter, now Airbus Helicopters, in part to better
facilitate the development of joint European projects
such as the Tiger attack helicopter and the NHgo util-
ity helicopter. However, certain Airbus designs are
still largely built on either a French or German produc-
tion line, giving the company both international and
national identities. While there has been some success
in Europe with the export of helicopters predominantly
designed and built in France such as the Cougar and
the Panther, these have been relatively small orders (see
Figure 3). The NHgo utility helicopter, in contrast, has
been ordered by six European nations as well as the four
original partner nations, with many of the aircraft com-

ing from the French final assembly line (see Figure 4).

French defence exports to Europe: past, present and future 9



Figure 3: French helicopter exports to European militaries and gendarmeries, 2000-present

Order date

2000

Recipient
Greece

==

Equipment
AS332C1 Super Puma

Helicopter type
Medium transport

Quantity 8
Value (USDm) | est. 200

Deliveries [2003-12

Order date

2005

Recipient
Bulgaria

Order date

2001

Recipient
Slovenia

Equipment
AS532AL Cougar

Helicopter type
Medium transport

Value (USDm) | 65.69

Deliveries [2003-04

Order date

Recipient

]

Equipment

AS565MB Panther, AS532AL Cougar

Helicopter type

Anti-submarine warfare (ASW); Medium transport

Quantity  3; 12
Value (USDm) | est. 400

Deliveries [2006-11

Order date

2007

Recipient
Spain

S
Equipment

AS532AL Cougar

Helicopter type
Medium transport

Value (USDm) | 54.83
Deliveries | 2010-11

*The H145 is assembled in Germany

Equipment

Helicopter type

Cuaniy QU
Value (USDm) @RS

DEINVETEI 200708

Order date

2009

Recipient
Albania

o
Equipment
AS532AL Cougar, H145*%

Helicopter type
Medium transport; Light transport

Quantity - 4; 2
Value (USDm) | 109.47
Deliveries (2012-15

Order date

2003

Recipient
Spain

Equipment
AS532UL Cougar

Helicopter type
Medium transport

Value (USDm) 48

Deliveries | 2004

Order date

2007

Recipient
Spain

b N
Equipment

AS532AL Cougar

Helicopter type
Medium transport

Luaniy — 4]
Value (USDm) = 111.77

Deliveries |2010-13

Order date

2013

Recipient
Lithuania

Equipment
AS365N3 Dauphin

Helicopter type
Search and rescue

Value (USDms) = 69.04

Deliveries 2015-16

Source: IISS, Military Balance+, milbalplus.iiss.org
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Figure 4: Export contracts for the Tiger and NH90 helicopters

.
I * |

Order date

2001

Finland

Order date

2001

Sweden

Order date

2004

Oman

Order date

2005

Australia

I~ .

Order date

2006

Spain

Order date

Order date

2001

Australia

i

Equipment: NH90 TTH

Order date

2005

Norway

s

Equipment: NH90 TTH

Order date

2003

Greece

i

Equipment: NH90 TTH

Order date

2004

Spain

i

Equipment: NH90 TTH

Order date

2005

New Zealand

Quantity

22

Helicopter type:
Attack

Aty

Equipment: Tiger

Value (USDm)

455

Quantity

20

Helicopter type:
Medium transport

Quantity

14

Helicopter type:
ASW

g,

Equipment: NH90 NFH

Value (USDm)

789

Quantity

18

Helicopter type:
Medium transport

Quantity

20

s

Equipment: NH90 TTH

Helicopter type:
Medium transport

Value (USDm)

1,000

Quantity

20

Helicopter type:
Medium transport

Quantity

24

Equipment: Tiger

Helicopter type:
Attack

Value (USDm)

2,597

Quantity

47

Helicopter type:
Medium transport

= Helicopter
type:

Medium transport;
ASW

Quantity

9

Equipment:
NH90 TTH; NH90 NFH

————

Equipment:

NHS0 TTH; NH90 NFH

Order date

2007

Belgium

———

Value (USDm)

3,742

Quantity

38; 7

Helicopter type:
Medium transport;
ASW

Helicopter
type: Quantity
Equipment: Medium transport; 4; 4
NH90 TTH; NH90 NFH ASW

Helicopter

201 8 type: Quantity Value (USDm)
Equipment: Medium transport; ]
Qatar NH90 TTH; NH90 NFH ASW 1 6' 1 2 3' 529

Value (USDm)

Value (USDm)

Final assembly line
(quantity, if not all)

France (4);
Australia (18)

Deliveries

1,311 2004-16

Final assembly line
(quantity, if not all)

France (1);
Finland(19)

Deliveries

2008-18

\

Deliveries Final assembly line

2011-ongoing

936

Italy

Final assembly line

Deliveries (quantity, if not all)
2007-ongoing France (8);
Finland (10)

Deliveries

2011-ongoing

Value USDm)

1,199

Final assembly line
France

Deliveries

201015

Final assembly line
France

Final assembly line
(quantity, if not all)

France (6);
Spain (18)

Deliveries

2005-20

Value (USDm)

1,990

Final assembly line
(quantity, if not all)

France (4);
Australia (43)

Deliveries

200717

p7
IR *
'

Deliveries Final assembly line

2011-14

Value (USDm)

an

France

Final assembly line
(quantity, if not all)

France (2);
Spain (43)

Deliveries

2014-ongoing

Deliveries

2012-15

Value (USDm)

400

Final assembly line
France

Final assembly line

Deliveries (quantity, if not all)
2021-ongoing France (16);
Italy (12 NFH)

Source: IISS, Military Balance+, milbalplus.iiss.org;
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Withits origins in the early 1980s, the NHgo—designed
by France, Germany, Italy and the Netherlands — was
intended to be a utility transport helicopter for armies
and air forces and a maritime anti-submarine-warfare
helicopter for navies, based on a common design. An ini-
tial EUR6.6bn (USD6.1bn) production contract in 2000
was followed a year later by the first export orders, and
by the time the first NHgo was delivered (to Germany)
in 2006, there were more than 300 of them under con-
tract. However, this early success disguised the fact that
development of the aircraft was not yet complete. That
each customer ordered a slightly different version of the
base design also added to production difficulties and
reduced economies of scale. This led to several rene-
gotiations of production and development schedules,
with the delays even prompting Sweden to also acquire
the UH-60M Black Hawk produced by American rival
Sikorsky. Reports of problems with aircraft availabil-
ity and core-nation order cuts gave the helicopter the
reputation of being both expensive and unreliable and,
except for a 2018 Qatar deal, there have been no further

export orders to date.

The Tiger attack-helicopter programme also origi-
nated in the 1980s, with the first production con-
tract, for the French and German militaries, placed
in 1999.2> Worth FRF21.5bn (USD3.5bn), the contract
was to supply the two countries with 8o Tigers each,
with deliveries to start in 2002. As their total require-
ment was 427 helicopters (France 212, Germany 215),
Eurocopter had the prospect of achieving significant
economies of scale and challenging the Boeing AH-64
Apache in the export market. However, both custom-
ers subsequently revised their overall requirements
and then reduced their orders. Since then, both have
complained about availability rates, although it is
unclear whether this is due more to design and man-
ufacturer issues or to insufficient funding for spare
parts and maintenance by the French and German
militaries. Given the added factor of strong competi-
tion from US designs, the Tiger has not enjoyed the
kind of export sales originally hoped for, with Spain
and Australia the only other countries to acquire the
platform (and the latter planning to retire the aircraft

early and replace it with the Apache).>

An Ariane 5 is launched on 22 April 2011 in Kourou, French Guiana, carrying a payload that includes the Yahsat 1A

communications satellite for the UAE.

(Photo by -/CSG/AFP via Getty Images)

12 The International Institute for Strategic Studies



Table 3: French military-satellite exports since 2001

Order Recipient Equipment Satellite Quantity Value Satellite supplier Launch Launch
Date type (USDm) dates vehicle
2003 Korea ANASIS-1 Comms 1 167 Alcatel Alenia Space 2006 Zenit 3
2003 UK Skynet-5 Comms 4 5,600 EADS Astrium (now Airbus) 2007-12 Ariane 5
2006 Germany SATCOMBwW Comms 2 1,179 EADS Astrium (now Airbus) 2009-10 Ariane 5
2006 Algeria ALSAT-2 ISR 2 nk. Airbus 2010-16 PSLV
2007 UAE Yahsat Comms 2 1,660 Airbus & Thales Alenia Space 2011-12  Ariane 5 &
Proton Briz
2008 Chile SSOT ISR 1 72 EADS Astrium (now Airbus) 2011 Soyuz
2009 Turkey Goktiirk-1 ISR 1 348 Thales Alenia Space 2016 Vega
2010 France & Italy SICRAL 2 Comms 1 391 Thales Alenia Space 2015 Ariane 5
2010 France & Italy Athena-Fidus Comms 1 364 Thales Alenia Space 2014 Ariane 5
2010 Vietnam VNREDSat-1 ISR 1 73 EADS Astrium (now Airbus) 2013 Vega
2013 Brazil SGDC-1 Comms 1 882 Thales Alenia Space 2017 Ariane 5
2013 Morocco Mohammed VI ISR 2 664 Airbus & Thales Alenia Space 2017-18 Vega
2014 Korea ANASIS-2 Comms 1 n.k. Airbus 2020 Falcon 9
2014 Peru PeriSat-1 ISR 1 211 Airbus 2016 Vega
2014 UAE Falcon Eye ISR 2 1,063 Airbus & Thales Alenia Space 2019-20 Vega &
Soyuz
2016 Egypt TIBA-1 Comms 1 670 Airbus & Thales Alenia Space 2019 Ariane 5

Source: IISS, Military Balance+, milbalplus.iiss.org

Satellites

France maintains a national military-satellite produc-
tion capability, from satellite buses through to launch
vehicles, as well retaining a launch site in Kourou in
French Guiana. Of the 41 European military satellites
currently operational, France operates 13. These range
from the Syracuse-series communications system to the
CERES signals-intelligence satellites.?> They are princi-
pally manufactured and launched through European
companies such as Airbus, Ariane Group, Arianespace
and Thales Alenia Space, all of which have a signifi-
cant French component and ownership. For example,
ArianeGroup (Airbus 50%, Safran 50%), the manufac-
turer of the Ariane series of launch vehicles, is primarily
based in France but also has facilities in Germany.

Most of the military-satellite market is closed to for-
eign competition. Of the over 540 military satellites
currently operational, over 470 are operated by the US,
China, Russia, India, Israel and Japan. These countries
all exclusively operate satellites constructed by local
companies, meaning there is no opportunity for Airbus

and Thales Alenia Space to make sales there, beyond

supplying components. But during the past two dec-
ades a number of countries have established their first
military-satellite capability, with most of those contracts
either going to French space firms or involving signifi-
cant work by them (see Table 3). They include Chile’s
SSOT and Morocco’s electro-optical Earth-imaging sat-
ellites, and the United Arab Emirates’ Yahsat communi-
cations satellite. As well as French technical capability
in this area, success has also been facilitated by the US
reluctance to export satellite technology, even for com-
mercial purposes.®

The picture is more mixed in Europe, due in large
part to a lack of demand and to strong local capabilities
in other countries. Sales of Airbus satellites to Turkey
(Goktiirk-1) and Spain (Paz) involved the establishment
of a local capability, but only the former significantly
involved the French side of Airbus as the satellite bus
for the latter was provided by the company’s German
space business. Both countries are now procuring satel-
lites through those new local industrial capabilities. In
Italy, Germany and the UK there are strong indigenous

industrial capabilities, although the presence of Airbus’s
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space business in the latter two countries and joint ven-
ture tie-ups with Italian companies (such as Thales
Alenia Space) have meant opportunities for French
involvement in their programmes. Other than these
five nations and France, no other European country
operates their own military satellite, although Poland
has announced an intention to sign an agreement with
France for two Earth-observation satellites.”” This is in
part because many countries derive space-based intel-
ligence and communications through systems assigned
to NATO, as well as leasing services from commercial
providers.® It is likely that this will change in future,
however, as more countries seek to establish their own

sovereign capability.

Explaining the decline

The decline in the value of French defence exports to
Europe can broadly be attributed to three factors: a
competitive market; successive French governments’
rather ambiguous political and commercial approach to
sales in Europe; and the post-2008 economic and secu-
rity environment, which persisted until the mid-2010s.
The downward trend is likely to change over the next
few years, however, as deliveries begin for major deals

signed since 2019.

A competitive market
Unlike in Middle Eastern and several Asian countries,
Europe’s big defence spenders have large domestic
defence industries that allow them to produce their own
systems. As discussed previously, this is certainly the
case for relatively expensive systems, such as combat
aircraft and surface combatants. For example, France has
exported very few armoured vehicles to other European
countries over the past two decades, in part because of
the large number of armoured-vehicle companies pre-
sent in those countries (although another factor is that
in certain categories, such as tracked armoured fighting
vehicles, French producers have no systems to offer).
Sales to Middle Eastern and Asian countries often
appear to be driven to a large degree by political con-
siderations, particularly with regard to combat aircraft,
where countries use acquisitions to help develop long-
term strategic relationships.® It is also no coincidence

that all the countries in the Middle East and North Africa

that have acquired the Rafale (or the Eurofighter) already
operated an American combat aircraft or acquired
one soon afterwards. If those countries” budgets were
smaller, limiting them to just one type of aircraft, would
they buy from Europe or from the US, the main external
guarantor of regional security? Apart from in the case
of the largest spenders, it is rare for a European country
to operate more than one type of combat aircraft. This
means that if political logic is a significant factor driving
an acquisition, it can swing towards buying American.
There is also the fact that the F-35, a “fifth generation’
fighter aircraft, has won every competition it has so far
entered, which gives an indication of the strength of
competition facing ‘fourth generation” designs, whether

European or American.

France’s ambiguous approach to sales in Europe
Over the past two decades the French government’s
approach to defence exports to Europe has been criti-
cised for lacking a political rationale: it seems they have
been driven more by a commercial logic, which con-
trasts with the French official discourse on European
defence.>® Offers from French and other European com-
panies have often lacked the elements of long-term part-
nership that some countries have found attractive when
opting for US equipment — those acquisitions often come
with opportunities to train closely with the US military
and to enjoy a strong level of interoperability, both in
terms of equipment and doctrine, with NATO’s biggest
military power. France has long had an ambivalent atti-
tude when it comes to European cooperation, promot-
ing it in some ways while blocking it in others, as if torn
between the wish to create ‘European’ systems and the
imperative of national sovereignty.

Only more recently, during Macron'’s first term as presi-
dent (2017—22), did French rhetoric change to incorporate
an offer of long-term partnership, with high-profile sales
agreed with Belgium, Croatia and Greece, although it is
unclear to what extent Macron’s declarations have helped
produce these results. It is with this in mind that the sale of
Griffon and Jaguar armoured vehicles to Belgium takes on
significance. Agreed in 2019, this is France’s first attempt
to sell equipment using its own version of the US Foreign
Military Sale (FMS) system, whereby the US govern-

ment contracts industry on behalf of foreign customers.>*
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This not only takes some of the pressure off foreign defence
ministries but, crucially, it increases the chance of those
countries securing a lower cost for their equipment as
they benefit from US military economies of scale. The sale
of these vehicles, referred to in Belgium as the Capacité
Motorisée (CaMo) [Motorised Capability] programme,
which now includes the sale of CAESAR howitzers under
a separate contract, will also see close cooperation between
the two countries in terms of doctrine and training.3* It is
possible that this sale will provide a template for other
French exports in the future. While it is often difficult to
assess the reasons behind specific procurement decisions,
it seems likely that this recent change in French rhetoric
and the change in the kind of offer being made to potential

customers has had an impact.

The economic and security environment
after 2008

Following the 2008 global financial crisis, European coun-
tries began cutting defence budgets, including funding for
procurement (see Figure 5). This was not the case in the
Middle East and North Africa, Asia or sub-Saharan Africa,
where defence budgets continued to grow.? Although
European budgets began to grow again from 2017,

French deliveries to the region have continued to decline.

Equipment recapitalisation in other European countries
since then has typically benefited local or US companies.

This decline in spending was accepted by many European
countries because of the perception that their security envi-
ronment was relatively benign in terms of any state-level
threat. By the end of the 2000s, European countries had fin-
ished or drawn down deployments to Afghanistan and Iraq,
and Russia’s short war with Georgia in 2008 was not seen
as a challenge to European security. The shrinking of pro-
curement budgets meant fewer opportunities for all com-
panies, not just French ones. For example, there was a drop
in German defence exports to European countries after 2008
(with 2011 being an exception).> Middle Eastern and Asian
countries, however, perceived their own security (whether
that of the government or the country more broadly) dif-
ferently and continued to increase their defence budgets, in
part to finance significant equipment recapitalisation.

Since then, Russia’s 2014 annexation of Crimea and its
involvement in fighting in Ukraine’s east, rising tensions
in the eastern Mediterranean and instability in the Sahel
have all changed the European calculus. In 2022, Russia’s
second invasion of Ukraine has accelerated this dynamic
and most European defence budgets are projected to
grow, although the impact of relatively high inflation will

limit real-terms growth and constrain purchasing power.

Figure 5: European (minus France) defence spending and French defence deliveries to Europe (USDm)
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What happens next?

Over the next decade it is likely that the value of French
export deliveries globally will continue to grow. The
order books of French prime contractors are cur-
rently strong and there are still many opportunities
for sales around the world. For example, ongoing
naval modernisation in Asia and elsewhere will create
requirements for frigates and their subsystems. More
countries will seek to establish a space-based military-
communications or ISR capability. French companies
are in a strong position to compete for these contracts,
albeit in a challenging marketplace that will include
not only traditional competitors but also new ones
such as Japan, Turkey and South Korea. Moreover, this
return to growth could be fuelled further by a more
politically motivated export policy and by the emer-
gence of new threats. The value of deliveries to Europe
is also expected to increase during the 2020s as deliver-
ies for high-value contracts signed since 2019 continue
or begin. The international context, which is causing
many European countries to boost defence spending,
should also lead to additional procurement competi-
tions that French companies will be able to compete
in. Looking further ahead, it seems likely that many of
the most significant export opportunities for France in
the region will be as a result of joint programmes with
other European countries, giving them an even greater

importance in terms of strategic planning.

Joint European programmes: challenges
and opportunities

Between the late 2030s and the end of the 2040s, not just
in Europe but globally, several relatively expensive plat-
forms are due to be retired, in particular combat aircraft
and main battle tanks. As unit costs have grown dispro-
portionately to defence spending, pressure to combine
efforts to create ‘European’ products to compete with
American and other designs has also increased. This
is reminiscent of the 1970s-80s, when there were the
same imperatives and motivations. With regard to com-
bat aircraft and main battle tanks, that period resulted
in European countries producing three fighters (the
Eurofighter, Gripen and Rafale) and four tanks (Ariete,
Challenger 2, Leclerc and Leopard 2A5), with only one of

those projects, the Eurofighter, being a collaborative effort.

Efforts to create a joint ‘European’ fighter aircraft
date back to the 1970s.3> Germany, Italy, Spain and the
UK would ultimately go on to produce the Eurofighter,
and France the Rafale. What led France to begin its
own programme were differences of opinion over air-
craft role and design, and over the division of work.
Similarly, France and Germany explored jointly pro-
ducing a new tank in the late 1970s and then in the
early 1990s (following the failure of German coopera-
tion with the US on a joint design in the 1960s and
with the UK in the 1970s), but these attempts were
abandoned after initial studies, with France going
on to produce the Leclerc and Germany a new ver-
sion of the Leopard 2, the 2A5.3° Elsewhere in Europe,
the UK and Italy would develop their own tanks, the
Challenger 2 and the Ariete respectively, both of which
were entered service in the 1990s.

Today, France is participating in two programmes
aimed at addressing combat-aircraft and armoured
requirements: the Systéme de Combat Aérien du
Futur (SCAF)/Future Combat Air System (FCAS)
combat-aircraft system and the Main Ground
Combat System (MGCS) tank. In both it is part-
nering Germany, with Spain also joining SCAF/
FCAS in 2019. Elsewhere in Europe, the UK has its
own future-combat air initiative, also called FCAS
or sometimes Tempest, with Italian, Japanese and
Swedish involvement. The same imperatives for
joint development exist albeit with greater urgency
today because unit and development costs have
grown further. The requirements now are also more
complicated, not just because of technical develop-
ments but also because both programmes comprise
multiple systems and technologies as opposed to a
single platform. For example, the SCAF/FCAS pro-
ject consists of both crewed and uninhabited aircraft,
as well as a combat cloud. MGCS will probably also
include uninhabited technology.?”

Although both programmes are only in their very
early stages, tensions are already appearing between
the industrial partners. As in the 1980s, issues over
workshare are slowing progress and can frustrate
political ambitions. On the SCAF/FCAS programme,
Dassault CEO Eric Trappier has been outspoken

about wanting his company to take the role of single
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Germany'’s defence minister Annegret Kramp-Karrenbauer, French defence minister Florence Parly and Spanish secretary of state for
defence Angel Olivares Ramirez sign a contract for the Future Combat Air System in Paris, 20 February 2020.

(Photo by BERTRAND GUAY/AFP via Getty Images)

industrial leader in order to direct development of
the aircraft.”®® In March 2022 he said delays in sign-
ing the latest phase of development (1B) mean he has
had to reallocate some personnel to other projects.’
Probably as much a negotiating tactic as a reflection
of genuine concerns, Dassault’s anxiety also stems
from it having a smaller share of the programme than
Airbus, even if the latter’s participation is divided
between German and Spanish sections of its business.
Germany’s decision to acquire the F-35 in March 2022
has also been seen in Paris and Merignac, perhaps
cynically, as a lack of commitment to SCAF/FCAS.+
In Berlin there is concern that France wants to assign
the most high-tech elements of the projects to its own
companies and leave German firms with the less com-
plex parts. Mutual suspicions between French and
German industrialists were perhaps best summarised
by Airbus Head of Strategy Antoine Bouvier in early
2021, when he told the French Senate that ‘when we
are in Germany, we sometimes hear that the French
want to make a French plane financed by the German
budget’, but ‘when we are in France, we sometimes
hear that the Germans want to access French technol-

ogy to develop a competing product’ .+

WE

M. Angel OLIVARES
Secretane ' Frath I Defense.

The situation with MGCS is not dissimilar, although it
is not being played out in public to the same extent. France
and Germany agreed in 2012 to co-develop a tank to replace
the Leclerc and Leopard 2 (see Figure 6), and in 2018 agreed
that France should lead development of SCAF/FCAS and
Germany MGCS.# Much like Dassault’s dissatisfaction
with its share of the programme, the two German compa-
nies involved, Krauss-Maffei Wegmann and Rheinmetall,
face the problem that they are limited to 25% each of the
programme while Nexter, as France’s sole prime industrial
representative on the programme, will get 50%.4

Delays to agreements for the earliest development work
will push back the in-service date of final systems (SCAF/
FCAS is planned to enter service in 2040 and MGCS in the
mid-2030s), and this is before technical difficulties have been
encountered. If these issues are to be solved, it will require
political leadership, as well as tens of billions of euros of
funding, to bridge the gaps and see these programmes
through. Then there is the possibility that other countries
will become involved in the two programmes, which would
require a further division of workload and possibly even
the merger of different multinational projects.# While this
would further spread out the development costs, it would

also add delays as new details are worked out.
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Figure 6: Leopard 2 and Leclerc operators (end of 2021)
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French political and industrial ambitions

At the European level, France has worked to support
and shape several political initiatives over the last five
years, including the launch of the European Defence
Industrial Development Programme (EDIDP), the
establishment of the Permanent Structured Cooperation
(PESCO) in security and defence policy, and the creation
of the European Defence Fund (2021-27).

With regard to the industrial component, this
European dimension is meant to translate ‘through
the implementation of bilateral projects built in syn-
ergy with export logic’ and ‘through projects carried
out ab initio in cooperation’.# In terms of arms exports,
President Macron reiterated their importance during his
first term in office. In June 2019, France’s then-defence
minister, Florence Parly, affirmed that in the two year’s
since Macron'’s election, French defence-exports policy
had been more orientated towards Europe, the practi-
cal results of which had already been seen in 2018 when
about a quarter of the total value of orders and export
licences came from deals with European countries, com-
pared to only about one-tenth on average during previ-

ous years (see Figure 7).4 This trend is set to be borne

out in the deliveries data over the coming years. Parly
returned to the theme in 2021, confirming that French
exports were ‘resolutely turning towards Europe’,
which she said the government viewed as “an industrial
and a strategic success’.+

So far, one could argue that these policies have
achieved mixed results. French delivery figures — a
decrease in exports to Europe over the last two dec-
ades, against the backdrop of an increase in global
arms exports — speak for themselves (see Figure 1).
Nevertheless, there has been a significant increase in the
value of orders and export licences to Europe over the
last three years: from 2018 to 2019 alone, the percent-
age of French arms orders and export licences involving
European partners rose from 25% to 45% of the total.
Breaking down the 2019 figures for deals with European
partners, 48% of their value came from the signing of
an armoured-vehicle deal with Belgium (see Figure 2).48
In 2020, European customers accounted for 29% of the
total value of orders and export licences. With the re-
election of Macron as president in April 2022, and given
the latest developments on Europe’s borders, France’s

ambitions for Europe will probably remain the same.# It
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will continue to advocate that a larger portion of the EU
budget be allocated to the European Defence Fund; to
promote the development of European funding for the
acquisition of defence equipment; and probably to pri-
oritise deeper European defence cooperation, especially
with Germany, although tensions between industrialists
could upset this.

Nevertheless, the differences of perspective between
some European countries — especially between France
and Germany - with regard to defence-exports policy
might remain a challenge and limit sales in the future.
Some would expect the Franco-German Agreement on
Defence Export Controls signed on 23 October 2019 to
give fresh impetus to continental cooperation and to
be replicated at the European level (whether through
the EU or bilaterally/multilaterally).*> However, this is
unlikely if France remains defensive when it comes to
controls, which it sees as a national, sovereign preroga-
tive. France can in fact be fiercely ‘anti-European’ when
it comes to the defence industry, and a certain scepticism
seems to remain both among industrialists and politi-
cians. French industries may seek for a rationalisation
of the Franco-German agreement — especially on the de
minimis clause which some would argue is too restric-
tive — and their confidence in the European Defence

Fund cannot be taken for granted. As one French expert

puts it, the question is whether France will choose
increased European defence cooperation, which it has
long advocated, or preserve its traditional approach to
arms exports.>* For now, it seems likely that the tension
between the national and the multinational orientations
will remain, at least in the short term.

At the same time, opportunities for French defence
exports to Europe will also depend on other European
countries’ foreign-policy and defence-industry priori-
ties, as well as on potential customers’ specific require-
ments and on how French products fare against their
rivals in competitions. Since becoming president,
Emmanuel Macron has called for Europe to end its
dependency on American defence systems and plat-
forms. The war in Ukraine could now add to this impe-
tus, or instead lead European states to invest further in
their relationship with the US. The war has revitalised
not only NATO but also a European spirit that extends
beyond the EU itself (as evidenced, for example, by the
UK’s continuing engagement on the issue, alongside the
EU). This new context will drive equipment recapitali-
sation in a significant number of European countries,
creating opportunities for defence companies in Europe
and elsewhere.

It is therefore possible to envisage at least three pos-

sible scenarios. European countries might continue to

Figure 7: France: defence-export orders and licences, 2001-20 (USDm)
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acquire a significant proportion of their defence mate-
riel from US companies, shunning what France refers to
as ‘European strategic autonomy’.> If so, the expected
growth of French deliveries in the region may not prove
to be long term. Alternatively, the current context could
support a shift towards greater European strategic
independence, and European countries might choose
to diversify their arms procurements accordingly. This
scenario would be more favourable for French compa-
nies. Or the countries of Europe could opt for the middle
ground, preserving both their European and transatlan-
tic relationships. This would mean strengthening both
their strategic defence partnership with the US and their
industrial workshare on certain joint-European devel-
opment programmes. Indeed, the export success or fail-
ure of the next round of joint-European development
programmes will impact significantly on the outcome.
Political ambitions are likely to slowly materialise at the
EU level with the implementation and development of
new initiatives — including the European Defence Fund,
launched in 2021, and the recent call for new measures

to strengthen the European defence-industrial and

Notes

technological base.>> However, if ongoing and upcom-
ing multilateral programmes are to progress and suc-
ceed, it will also require industrial partners to overcome

ongoing tensions in order to meet political ambitions.

Conclusion

As Europe’s security situation continues to evolve at a
rapid pace, the extent to which other European capi-
tals share Paris’s conception of what is required for
continental security is unclear. Some but not all of the
dynamics that have caused the value of French exports
to decline over the last 20 years are changing. Through
the 2020s, it seems likely that global French defence
exports will continue to be healthy and that systems
designed and built mostly or entirely in France will be
created that will give rise to sales opportunities in the
2030s and 2040s. However, it also seems likely that the
most expensive platforms, which would significantly
affect the total value of French defence exports, will be
jointly developed with other European countries. For
those projects to succeed, political will, industrial com-

promise and tens of billions of euros will be required.

1 In this report, unless otherwise specified, French defence
‘exports’ refers to the value of equipment delivered annually, as
published by the French government, rather than to the value of
export licences/orders issued or agreed within a particular year.

2 For the purposes of this report, ‘major’ will be defined as sales
worth at least USD40om.
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