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Foreword

This food-for-thought paper is intended to stimulate policy discussions on a key aspect of the 
European security and defence agenda – military capability development – during Estonia’s 
Presidency of the Council of the European Union. The paper is one of the main deliverables 
of a short study conducted by research fellows at the International Centre for Defence and 
Security, Tallinn, Estonia. The study itself was based on a review of the literature, and a size-
able number of non-attributable interviews conducted by the ICDS with representatives of the 
EU Member States, European defence industry associations, the European Commission, the 
European Defence Agency, the European External Action Service, the European Parliament, 
the European Union Military Staff, and the NATO International Staff.

The study was commissioned by the Strategy Unit of the Government Office of the Republic of 
Estonia and funded by the Operational Programme for Cohesion Policy Funds, 2014-2020, pri-
ority axis 12 “Administrative capacity”, action 12.2 “Development of quality of policy-making”.

A more detailed exposition of the background to and arguments made in this paper, as well 
as a description of the study methodology and recommendations for the Estonian Presidency, 
may be found in a companion report.1

1.  Tony Lawrence, Henrik Praks, and Pauli Järvenpää, Building Capacity for the EU Global Strategy: Companion Report  
(Tallinn: ICDS, 2017).
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Introduction

A confluence of external and internal factors 
has accelerated the EU debate on security 
and defence, bringing into sharper focus the 
European Council’s 2013 assertion that “de-
fence matters” and fuelling a determination 
to give effect to the Global Strategy present-
ed by the High Representative for Foreign 
Affairs and Security Policy in June 2016.2 A 
rash of proposals from the Member States 
and institutions has coalesced into several 
concrete initiatives at the EU level which, 
taken together, have the potential to have a 
positive and transformative impact. This en-
thusiasm is to be welcomed. A credible col-
lective and multi-dimensional response to 
the security and defence challenges facing 
the EU is long overdue.

Enthusiasm alone, however, is not enough. 
Above all, the EU’s new level of ambition will 
need to be underpinned by effective military 
capabilities. If the CSDP is to be credible and 
if Europe is to make a stronger contribution 
to transatlantic and global security, military 
capability development must be at the heart 
of the Member States’ efforts. But the re-
cord in the past years has been poor. Until 
very recently, European defence budgets 
have declined. Agreed 
capability shortfalls have 
not been addressed. 
European states have 
largely continued to 
pursue national capabil-
ity development priorities, separately from 
their partners. A fundamental shift in atti-
tudes towards capability development, in 
particular towards collaborative capability 
development, is a prerequisite for success.

This paper is intended to stimulate pol-
icy discussions on this key aspect of the 
European security and defence agenda. Its 
recommendations focus on the generation 

2.  European Union, European Council, Conclusions, EUCO 
217/13, 20 December 2013; European Union, High 
Representative of the EU for Foreign Affairs and Security 
Policy, Shared Vision, Common Action: A Stronger Europe. 
A Global Strategy for the European Union’s Foreign and 
Security Policy, June 2016.

and sustainment of the political will nec-
essary for collaborative military capability 
development.

1. The State of 
European Defence
In the pool of military capabilities available 
to underpin European security and defence 
policies, most capability areas have seen a 
long-term reduction in absolute numbers of 
troops and equipment and a concentration, 
or at least an uneven distribution of capa-
bilities, among the Member States; but the 
savings from these reductions have large-
ly not been invested in projects to address 
agreed capability shortfalls.3 ‘Criticality’ has 
thus increased in most capability areas and 
shortfalls exist in, for example, smart muni-
tions, air-to-air refuelling, Remotely Piloted 
Aircraft Systems, satellite communications, 
cyber, and intelligence, surveillance and re-
connaissance. Although the EU has more 
than 5000 personnel deployed on six mili-
tary and nine civilian missions, the European 
states are unable to conduct operations of 
any complexity without substantial support 
from the US (e.g. Libya), or without accept-
ing increased operational risk (e.g. EUFOR 
Chad/CAR).

Despite this, in its November 2016 conclu-
sions on implementing the Global Strategy, 
the Council of the EU agreed to a higher lev-
el of ambition in security and defence, in-
cluding complex military tasks such as joint 
crisis management in areas of high security 
risk, close air support and air surveillance, 
and maritime security and surveillance.4

3.  Christian Mölling, Marie-Louise Chagnaud, Torben 
Schütz, and Alicia von Voss, European Defence 
Monitoring (EDM), Working Paper FG3-WP No 01 (Berlin: 
Stiftung Wissenschaft und Politik, 2014), 11.

4.  European Union, Council of the European Union, Council 
Conclusions on implementing the EU Global Strategy in 
the area of Security and Defence, 14149/16, Brussels, 14 
November 2016, 15 (‘Annex to the Annex’).

Above all, the EU’s new level of ambition will need 
to be underpinned by effective military capabilities
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If Member States are to deliver the neces-
sary “credible, deployable, interoperable, 
sustainable and multifunctional civilian and 
military capabilities,” to realise this ambi-
tion, they will need to spend more, spend 
better, or both.5

1.1 What Do Member States 
Spend on Defence?

Defence spending is currently rising in most 
Member States, but this follows a long peri-
od of decline. Figures 1 and 2 (page 11) show 
percentage changes in the Member States’ 
military expenditure between 2015 and 
2016, and between 2009 (the year of entry 
into force of the Lisbon Treaty) and 2016.6 In 
total, the expenditure of the EU28 grew by 
2.5% between 2015 and 2016, but shrunk by 
9% between 2009 and 2016.

As most Member States are NATO Allies, 
they have committed to the NATO target 
of spending a minimum of 2% of their GDP 
on defence.7 Had the EU27 (i.e. excluding 
Denmark) achieved this guideline in 2015, 
their total defence expenditure of €200 bil-
lion would have grown by 45%, or €89 billion; 
this is almost equivalent to the combined 
defence budgets of the EU’s two largest de-
fence spenders, France and the UK.8

Figures 3 and 4 compare EU military expendi-
ture with that of the USA, China and Russia. 
Figure 3 shows that in 2016, the EU28 spent 

5.  Ibid.
6.  Information from the Stockholm International Peace 

Research Institute, https://sipri.org/databases/milex. 
SIPRI data is used here a) as it is more recent than EDA 
data and b) to allow more direct comparison with non-EU 
states. The term ‘Military Expenditure’ is SIPRI’s.

7.  Although 2% has been accepted as an unofficial guideline 
since at least 2006, it was not until the Wales Summit 
that the Allies declared their intention to “aim to move 
towards the 2% guideline within a decade”. NATO, 
“Wales Summit Declaration,” Press Release (2014) 120, 5 
September 2014, paragraph 14.

8.  European Union, European Defence Agency, National 
Defence Data 2013-2014 and 2015 (est.) (Brussels: EDA, 
2016), 4-6.

a little over 40% of the US total, a little more 
than China, and around 3½ times Russia’s ex-
penditure. Figure 4, however, demonstrates 
that while US and European military expen-
diture has declined since 2009, Chinese and 
Russian spending has increased dramatically.

1.2 How Do Member States 
Spend Their Defence Budgets?

In 2014 only 7 of the EU27 reached the 
benchmark of spending 20% of their de-
fence budgets on procurement and none 
of them achieved the benchmark of spend-
ing 2% of their defence budgets on R&T.9 
Spending on R&T, the cornerstone of suc-
cessful capability development, has de-
clined disproportionately, falling by 32% 
between 2006 and 2014.10

Meanwhile, fragmenta-
tion of both defence de-
mand and defence sup-
ply has led to EU states 
having, for example, 17 
different types of main 

battle tank compared to just one in the USA, 
29 types of destroyer and frigate compared 
to America’s four, and 20 types of fighter 
aircraft compared to America’s six.11 The un-
coordinated and inefficient use of defence 
budgets leads to a lack of standardisation, 
poor interoperability, duplication, dimin-
ished competitiveness in Europe’s defence 
industry, and the wasting of money.

More cooperation has long been recognised 
as the best solution to Europe’s defence trou-
bles. On the financial side alone, a recent 
study calculated that the unrealised efficien-
cy gains that would result from closer de-
fence cooperation – the ‘cost of non-Europe’ 
in defence – amount to €26 billion per year.12

9.  Ibid., 27, 21. The benchmarks are collective and their 
adoption on a national basis is voluntary; together, the 
EU27 achieved 17.8% and 1.02%.

10.  European Union, European Defence Agency, Defence 
Data 2014 (Brussels: EDA. 2016), 22.

11.  European Union, European Commission, Reflection Paper 
on the Future of European Defence, COM(2017) 315, 7 
June 2017, 9.

12.  Blanca Ballester, The Cost of Non-Europe in Common 
Security and Defence Policy (Brussels: European 
Parliamentary Research Service, 2013), 83. 2011 prices.

More cooperation has long been recognised as 
the best solution to Europe’s defence troubles

https://sipri.org/databases/milex
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The Member States have over the years ad-
opted several initiatives designed to stimulate 
greater cooperation, most recently Pooling 
and Sharing (NATO has launched initiatives 
with similar aims, such as Smart Defence and 
the Framework Nations Concept). They have 
established the European Defence Agency, in-
tended to play a key role in brokering greater 
defence cooperation. And they have agreed 
specific, albeit collective, targets for defence 
cooperation. Still, only 20% by value (around 
€5 billion) of the Member States’ defence 
equipment procurement is delivered through 
European collaborative projects as compared 
to an agreed benchmark of 35%, and only 
8.6% of R&T is carried out collaboratively 
against a benchmark of 20%.13

1.3 The Barriers  
to Cooperation

Operational cooperation amongst the 
Member States is more successful and 
more widespread than cooperation in ac-
quiring and supporting equipment; indeed 
there are several success stories here such 
as the European Air Transport Command, 
Belgian-Netherlands naval cooperation, and 
the broad land forces cooperation between 
Germany and the Netherlands. But real 
steps in eradicating the cost of non-Europe 
will only be made when cooperation at all 
stages of the procurement process becomes 
habitual, rather than exceptional.

Presently, though, for 
most Member States 
and most procurement 
projects, cooperation 
is not the natural ave-
nue to follow. The rea-
sons are mostly well 
known. Large political concerns over sov-
ereignty, national autonomy to act, intel-
lectual property, work share/juste retour, 
and security of supply often stand in the 
way. At a more technical level, as proj-
ects advance, it becomes harder for the 
military end user to accept changes that 
would harmonise military and technical 

13.  European Defence Agency, Defence Data 2014, 25, 27.

requirements, harder for programmers 
to adjust spending and timing plans, and 
harder for the political leadership to insist 
on the compromises that would be nec-
essary to make cooperation work. Also, 
the additional bureaucratic and financial 
overhead of a collaborative project is of-
ten perceived to make such an approach 
too expensive. While high-tech projects 
may realise longer-term savings through 
shared development costs, states are less 
convinced that savings are possible for 
Commercial off the Shelf/Military off the 
Shelf (COTS/MOTS) procurements, which 
account for the majority of procurements 
in the majority of Member States.

Issues related to defence industry also 
present obstacles to collaboration. For ob-
vious reasons of domestic policy, states 
have preferred to procure from nation-
al suppliers. The European Commission’s 
‘Defence Package’, which included Directive 
2009/81/EC requiring Member States to 
use transparent and fair competitive ten-
dering procedures in defence and securi-
ty procurement has had only limited suc-
cess in resolving this issue; in 2016, the 
Commission concluded that “a very signif-
icant share of defence procurement expen-
diture is still made outside the Directive,” 
and estimated that only 10% by value of 
contracts awarded under the Directive had 
been won by foreign companies.14

Fundamentally, though, these objections 
should not be show-stoppers. They might 
be overcome if all actors were ready to 
show courage and political will.

14.  European Union, European Commission, Report from the 
Commission to the European Parliament and the Council 
on the implementation of Directive 2009/81/EC on pub-
lic procurement in the fields of defence and security, to 
comply with Article 73(2) of that Directive, COM(2016) 
762, 30 November 2016, 4-5.

Only 20% of the Member States’ defence equipment 
procurement and 8.6% of R&T is delivered through 
European collaborative projects
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2. New Risks, New 
Opportunities

A number of issues have come together 
to give new impetus to the drive for more 
Europe in defence. Externally, threats have 
become more immediate and have changed 
in character. Russia’s aggression in Ukraine 
has led to the deployment of Allied troops 
into territories on Europe’s eastern borders 
for the first time since the end of the Cold 
War. Terrorism has led to the first invoca-
tion of the EU’s mutual assistance clause 
(article 42(7) TEU), by France following the 
November 2015 attacks in Paris. The migra-
tion crisis has stretched the capacity of many 
Member States to the south of Europe and 
threatened European cohesion. Hybrid and 
cyber warfare, and the proliferation of cheap 
information technology have added addi-
tional dimensions to conflicts.

The situation is compounded and confused 
by the diminution of cohesion in the West. 
Most strikingly, Donald Trump has blown hot 
and cold on NATO, focusing above all on the 
European Allies’ defence expenditure and, 
on his first visit to Brussels, declining to com-
mit to the principle of collective defence.

Closer to home, the UK’s decision to leave 
the Union following the Brexit referendum 
and the consequent need for the remaining 
Member States to find areas in which they 
could show solidarity has been a major factor 
in revitalising the debate on the EU’s defence 
dimension. It has also raised more practical 
concerns about whether the UK’s military 
capabilities will remain available to the EU. 
Although the UK’s current contribution to EU 
military operations is small – it contributes 
less than 5% of the total number of troops 
on EU military missions – it still accounts for 
a little over a quarter of the total defence 

expenditure of the EU27, is one of few states 
able to field a full spectrum of capabilities, 
and hosts one of five operation headquarters 
available to the EU for military operations.

These challenges demand common solu-
tions and the EU has reacted with speed and 
determination. The debate within the Union 
is no longer just about the CSDP, but about 
the much wider subject of ‘security and 
defence’. 

Several key EU initiatives have been gener-
ated or revived. These include the possibil-
ity of implementing the Lisbon Treaty provi-
sions on Permanent Structured Cooperation 
(PESCO), establishing a Coordinated 
Annual Review on Defence (CARD), and the 
Commission’s European Defence Action Plan 
(EDAP) and European Defence Fund, offering 
respectively a means for a group of  Member 

States to undertake le-
gally binding commit-
ments to each other on 
defence, a process for 
collectively reviewing 
progress and identifying 
future avenues for coop-
eration, and a means to 

provide EU-level financial incentives for col-
laborative R&T and development.15

There are also existing EU mechanisms – such 
as Pooling and Sharing, the EDA’s Capability, 
Armament and Technology programme, the 
Capability Development Plan – which are de-
signed to promote and provide practical sup-
port to all phases of collaborative capability 
development. Overall, there are no obvious 
gaps in the toolset available to the Member 
States – the problem is poor uptake. Rather 
than tinkering with existing mechanisms 
or, even, designing new eye-catching initia-
tives, the focus of effort should be on how to 
generate the political will necessary for the 
Member States to take up what is now on 
offer.

15.  Post 2020, the Commission proposes to fund collabo-
rative defence research at €500 million per year and to 
co-fund up to 20% of collaborative development projects. 
European Union, European Commission, Launching the 
European Defence Fund, COM(2017) 295, 7, 9.

The focus of effort should be on how to generate 
the political will necessary for the Member States 
to take up what is on offer
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3. Principles and 
Policies

The current agenda on European security 
and defence is too broad in scope, too fast 
moving and too detailed to be meaningfully 
addressed in a short food-for-thought paper. 
The speed of developments since the publi-
cation of the Global Strategy and the current 
focus on the details of the disparate set of 
initiatives currently on the table are them-
selves, however, good reasons to pause and 
to take a bird’s eye view. This section con-
siders some of the principles underlying 
the discussion, drawing policy conclusions 
where appropriate. It focuses particularly on 
the generation and sustainment of political 
will.

3.1 Inclusiveness and 
Effectiveness

Although some Member States had argued 
that membership of PESCO should be limit-
ed, at least in the early stages, in order to en-
sure its effectiveness, the Council has agreed 
that PESCO should be open to all Member 
States ready to make the necessary commit-
ments.16 It is not immediately obvious that 

PESCO will add value if it is simply another 
forum for all, but few Member States wish to 
be excluded, in particular if the financial in-
centives proposed in the EDAP are not equal-
ly available to those within and those out-
side. The challenge, then, is to ensure that 
PESCO can be both inclusive and effective.

Effectiveness may be enhanced in several 
ways. First, while PESCO as a whole will be 

16.  European Union, Council of the European Union, Council 
Conclusions on security and defence in the context of the 
EU Global Strategy, 9178/17, Brussels, 18 May 2017, 11.

inclusive, the second layer of governance “at 
the level of projects and initiatives” agreed 
by the Council will allow the real business of 
capability development to be taken forward 
by smaller groups of Member States.17 Here, 
a regional approach that builds on existing 
and developing regional groupings (for ex-
ample, BENELUX, NORDEFCO, the Visegrád 
Group, Germany-Netherlands) is likely to be 
valuable, in particular as working in smaller 
groups and positive experiences of pre-exist-
ing cooperation are ingredients for success 
in collaborative projects. It will be import-
ant, however, in taking forward this modular 
approach, to ensure that the concrete proj-
ects and initiatives reflect agreed priorities 
for capability development – Member States 
cannot be permitted to simply add a PESCO 
label to non-contributing projects.

Second, the TEU requires Member States to 
fulfil entry criteria to participate in PESCO. 
Clearly an inclusive PESCO cannot set cri-
teria that the Member States cannot meet. 
However, a lowest common denominator 
approach can be avoided by setting entry 
criteria in the form of sufficiently challenging 
targets to be reached by the participating 
Member States within an agreed timeframe. 

One obvious candidate 
is a commitment to work 
towards spending 2% of 
GDP on defence, reflect-
ing a similar target in 
NATO. This is undoubt-
edly a blunt instrument, 
but there is a broad cor-
relation between spend-

ing and capability and, more importantly, 
defence budgets are a clear political signal 
of the importance attached to defence. The 
EDA also has several budget-related bench-
marks that might be imported into the more 
binding PESCO framework;18 at present 
these benchmarks are assessed on an 

17.  Ibid.
18.  Equipment procurement (including R&D/R&T): 20% 

of the total defence spending; European collaborative 
equipment procurement: 35% of the total equipment 
spending; Defence R&T: 2% of the total defence spend-
ing; European collaborative defence R&T: 20% of the 
total defence R&T spending.  European Defence Agency, 
Defence Data 2014, 2.

PESCO entry criteria should take the form of 
sufficiently challenging targets to be reached by 
the participating Member States within an agreed 
timeframe
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aggregate basis, hence this also implies a 
shift from collective towards individual ac-
countability (see section 3.3 below). Input 
criteria alone, however, would not provide 
a complete picture and should be supple-
mented with binding commitments to meet 
throughput criteria (for example, the per-
centage of investment expenditure spent on 
European collaborative projects) and output  
criteria, most importantly, measures of the 
degree to which agreed capability shortfalls 
have been addressed. These criteria should 
be challenging enough 
to ensure progress, but 
achievable so as to en-
sure credibility.

Third, commitments 
need to be followed 
up by a rigorous process of peer review. 
Measuring progress against benchmarks as a 
means to stimulate capability development 
has not been particularly successful in the 
EU. A more effective system would require a 
move away from voluntarism towards obliga-
tion, and a greater focus on individual, rath-
er than collective performance (sections 3.2 
and 3.3 below). While the CARD is presently 
seen more as a tool to assess the collective 
‘capability landscape’ and to encourage co-
operation, it should in time be developed to 
address these needs.

3.2 Voluntarism and 
Obligation
 
Defence is a fundamental symbol of nation-
al sovereignty and defence cooperation will 
remain an intergovernmental and, at heart, 
voluntary process – the current agenda is 
not about creating an ‘EU army’. However, 
the record of responses to a series of volun-
tary initiatives – for example, the Headline 
Goal, the Capabilities Development Plan, 
Pooling and Sharing, and in NATO the 
Defence Capabilities Initiative, the Prague 
Capabilities Commitment and Smart Defence 
– has demonstrated that high level political 
commitment does not often translate into 
delivery. Member States should accept that 
a greater degree of obligation to each other 

is necessary if real progress is to be made.

Through its treaty basis, PESCO will inevi-
tably entail a higher degree of obligation, 
which participating Member States will need 
to accept as part of the cost of membership. 
The Member States should aim to develop 
a community in which they support and as-
sist each other in meeting the pledges they 
make within this framework. Nonetheless, 
they should be ready to take steps to deal 
with persistent laggards including, ultimate-

ly, suspension of participation (Art 46(4) TEU) 
if this initiative is to deliver on its promise.

Certainly there needs to be a step change in 
the Member States’ commitment to look for 
collaborative before national solutions to de-
fence problems – this is very much in their 
own interests as the European Defence Fund 
will be available only to projects that involve 
European cooperation. In this regard, the 
quantity and quality of information they will 
provide to the CARD process on their de-
fence plans must be enhanced as compared 
to their current provision of data to the 
EDA’s Collaborative Database. CARD’s “vol-
untary basis” must not be used as an excuse 
to avoid providing data, even if this means 
an additional – though hopefully minimal – 
bureaucratic overhead. In this case, it will 
also be important to demonstrate that CARD 
is adding value, perhaps by demonstrating 
the financial savings or capability gains from 
projects that have emerged from it – CARD 
itself must be subject to a regular review.

3.3 Collective and Individual 
Accountability

EU benchmarks for capability development 
are collective, reflecting the spirit of cooper-
ation and the search for common solutions 
prevalent in the EU. But individual Member 

Member States should accept a greater degree of 
obligation to each other
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States can hide behind collective targets. 
CARD must find ways for individual Member 
States, represented by their defence minis-
ters, to hold each other to account for the 
progress made in addressing agreed capa-
bility shortfalls. In this, the Member States 
should not be seeking to chastise each other 
(unless this is helpful for a particular minister 
in his/her national capital), but to encour-
age, learn and identify future opportunities; 
nonetheless the focus should be on individ-
ual, just as much as collective performance. 

Some lessons may be drawn from the NDPP 
and its system of bi- and multi-lateral meet-
ings, through which national defence plans 
and progress against them are studied. 
Attention should also be given to this point 
in reviewing the 2017 trial run of CARD.

3.4 Fairness for Larger and 
Smaller Member States

There is some concern amongst the small-
er Member States that the current set of 
defence proposals, in particular the EDAP, 
will favour the interests of Member States 
with sizeable defence industries. The needs 
of the smaller Member States will need to 
be addressed both to ensure the trust and 
sense of fairness required to foster the will 
to cooperate among all Member States, and 
in recognition of the fact that the financial 
contribution of these states will become 
proportionately larger after Brexit. The 
smaller defence spenders among the EU27 
– all except France, Germany, Italy and the 
UK – currently account for a little less than 
30% of the EU’s total defence expenditure, 
a figure that will increase to close to 40% 
after the UK’s departure from the EU. They 
account for 36% of national contributions to 
the EU budget, from which the EDAP’s ‘re-
search window’ will be funded and ‘capabil-
ity window’ supported; this figure will likely 

also increase after Brexit.19

In practice this means smaller states must 
be assured of opportunities to access the 
European Defence Fund and that their SMEs 
must have fair opportunities to become part 
of defence supply chains. Financial incen-
tives for cooperative defence programmes 
at the early stage of the programme life cy-
cle are more likely to lead to cooperation in 
later stages, hence smaller Member States 
cannot be left out if wider and deeper coop-

eration in collaborative 
capability development 
is to be encouraged 
throughout the EU.

Most of the smaller 
Member States do not host primes or sys-
tem integrators, hence it is essential that 
their SMEs are able to compete across the 
EU on a level playing field. The Commission 
has had limited success in implementing the 
single market in defence through regula-
tion, hence the EDAP’s emphasis on a new 
approach based on incentives. However, 
without a fuller and fairer application of the 
Defence Package, SMEs in the smaller states 
will not be able to integrate into defence 
supply chains. The Commission should thus 
place more emphasis on sticks to comple-
ment its current carrots-based approach. 
It should also, in taking forward the details 
of the EDAP, revisit, the Defence Package’s 
provisions for subcontracting, which have 
“have not been used and are considered 
ineffective”.20

Tying in with the themes of commitment 
and review present in the current proposals, 
the industrial aspects of capability develop-
ment should also be reported on and collec-
tively reviewed. The Member States’ appli-
cation of the defence directives, the level of 
inclusion of SMEs in projects, and the degree 
of cross-border sub-contracting should not 
only be monitored by the Commission and 

19.  European Union, European Commission, “EU expenditure 
and revenue 2014-2020,” http://ec.europa.eu/budget/
figures/interactive/index_en.cfm.

20.  European Commission, Report on the implementation of 
Directive 2009/81/EC, 11.

Individual Member States can hide behind 
collective targets

http://ec.europa.eu/budget/figures/interactive/index_en.cfm
http://ec.europa.eu/budget/figures/interactive/index_en.cfm
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transgressions acted upon, but a framework 
should be provided for peer review of the 
Commission’s findings amongst Member 
States. Ideally, this would take place in coor-
dination with the CARD process.

Finally, in exploring ways to incentivise co-
operation in the later stages of the equip-
ment life cycle, the particularities of pro-
curement in the smaller Member States 
should be recognised. COTS/MOTS procure-
ments dominate the defence investment 
plans of small states and the administrative 
costs of collaboration here are high, when 
compared to the savings that may accrue 
from buying in larger quantities. Common 
procurement would be greatly assisted if 
administrative costs could be covered by 
the European Defence Fund. Such financial 
support, however, should be conditional on 
the Member States looking for opportuni-
ties for cost savings not only at the procure-
ment phase, where they are likely to be lim-
ited, but in common solutions also for the 
in-service phase, for example in storage, 
spares arrangements, maintenance, oper-
ations, and arrangements for dealing with 
Original Equipment Manufacturers.

3.5 Getting Things Done and 
Getting Things Right
 
The window of opportunity for advancing 
the security and defence agenda will not re-
main permanently open. Other issues and 
crises will draw the attention of decision 
makers and momentum will fade. There is, 
then, an argument for capitalising on the 
current enthusiasm and in getting things 
done as soon as possible. On the other hand, 
some Member States, in particular their de-
fence ministries, are uncomfortable with the 
speed of progress and the lack of time they 

have to develop positions. They are unwilling 
to bless proposals whose details remain un-
clear – for example it may be hard to agree 
proposals dealing with the mechanisms for 
incentivising cooperative research and tech-

nology, when the mech-
anisms for cooperation 
later in a project life cy-
cle are undefined. And 
they remain suspicious 
of the role in defence 
of the Commission; al-
though the Commission 
has taken great care to 

point out it does not intend to be involved 
in, for example, the definition of priorities 
for addressing capability shortfalls, it is clear 
that the Commission’s involvement has both 
driven the debate forward and, through the 
EDAP, shaped its outcome in terms of the 
likely future patterns of cooperation in ca-
pability development – the Member States 
have not lost control of the process, but for 
the first time they have been required to 
share it.

The need to proceed while circumstances 
continue to allow it must be balanced against 
both the need to keep all Member States on 
board – to ensure that they have trust in the 
process and the will to commit to it – and the 
need to ensure that the details are thought 
through and offer the best chances of success. 
The aim of building more effective European 
military capability will not be well served if 
Member States feel they are left behind in the 
design of the mechanisms to achieve this aim. 
PESCO, for example, can only be launched 
once and needs to be got right.

3.6 Coherence and 
Institutional Interests

The security and defence discussion has ad-
vanced rapidly through the initiatives current-
ly on the table, but it is not clear that these ini-
tiatives form a coherent package; indeed the 
Council has noted their standalone nature.21 
Their direction is broadly the same – they 

21.  Council of the European Union, Council Conclusions, 18 
May 2017, 15.

Smaller states must be assured of opportunities  
to access the European Defence Fund and their 
SMEs must have fair opportunities to become part 
of defence supply chains
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all aim in one way or another to improve 
the efficiency and effectiveness of capabili-
ty development in EU Member States – but 
even very basic decisions about their linkag-
es have not been taken. 
Assuming that PESCO 
goes ahead, for example, 
will CARD operate inside 
or outside it? What will 
be the relationship between the EDA and the 
Commission? These and similar questions 
need to be addressed before Member States 
can be expected to sign up with confidence. 
Clear linkages between all initiatives and 
proper definitions of the roles of the institu-
tions need to be established if their natural 
synergies are to deliver maximum value.

Equally important is coherence with NATO, 
with which the EU shares a largely common 
membership. Most Member States partic-
ipate in NATO defence planning activities 
through the NATO Defence Planning Process 
and the Partnership for Peace Planning and 
Review Process; most Allies participate in 
EU defence planning activities through the 
Capability Development Plan. European ca-
pability development will strengthen both 
organisations, provided that NATO’s and the 
EU’s defence planning is complementary. 
Through CARD, the EDA can play an import-
ant role in identifying synergies and follow-
ing up on their uptake, and in providing a 
key institutional link with NATO’s planners. 
The Member States and the two organisa-
tions, meanwhile, should make efforts to 
move away from the defensive and count-
er-productive language of “no duplication” 
towards more the positive ideas of common 
goals and mutual support.

3.7 Inspiration and Substance

Political will for cooperation derives in part 
from the popular support of national par-
liaments and the voting population. While 
the initiatives currently under discussion are 
strong on substance, they contain little to 
persuade the average citizen of the value of 
an EU defence dimension. Even those famil-
iar with the subject and committed to more 

Europe in defence will find it difficult to be 
motivated by, for example, the 42 propos-
als for implementing the Warsaw Summit 
EU-NATO Declaration, or the Council’s con-

clusions on implementing the EU Global 
Strategy in the area of security and defence. 

Substance is important, but so too is commu-
nication. There is a need to develop and dis-
seminate persuasive arguments to demon-
strate that the EU can add value in security 
and defence, and that cooperation can bring 
more capability for a given amount of mon-
ey. And in the longer term, building on the 
work of the EDA, communication through 
conferences, working meetings and training 
programmes could be helpful in ensuring 
that for defence planners, procurers and end 
users think of European cooperation before 
they think of national solutions.

Conclusions

Although they have signed up to many ini-
tiatives in the EU and NATO, European states 
have largely failed to address agreed capa-
bility shortfalls and get poor value for money 
from their defence budgets. The commonly 
recognised solution, that of collaboration in 
capability development, has seen only lim-
ited success, in particular in collaborative 
equipment procurement. Declining defence 
budgets over the last decade have exacer-
bated the problem, leaving Europe’s defence 
institutions with a pressing need to catch up 
if they are to be credible in an acutely de-
graded security situation.

Nonetheless, the Member States have 
agreed a new, broader and higher level of 
ambition. The world, and in particular the 
US, will be watching closely to see wheth-
er the Member States are ready, this time, 
to provide the military capability to under-
pin this statement and their wider commit-
ments to transatlantic security.

Substance is important, but so too is communication
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The initiatives that are currently on the table 
include for the first time tools to provide fi-
nancial incentives for research and capability 
development, tools to allow Member States 
to make binding commitments to each other, 
and tools to hold them accountable for these 
commitments. These, and recent develop-
ments in the relationship between the EU 
and NATO, present the Member States with 
a real opportunity to give proper meaning to 
their new level of ambition. The key question 
is whether they are ready to take it. If they 
can find the necessary political will and cour-
age, this period will be a turning point for 
European security and defence; if they can-
not, 2017 will add another set of initiatives to 
European defence scrapheap.

There is no automatic solution for the gener-
ation of political will. However, steps may be 
taken in the context of the current work on 
security and defence that may help to nudge 
the Member States in the right direction:

• If PESCO is triggered on an inclusive ba-
sis, efforts must be made to ensure its 
effectiveness. Capabilities to address 
commonly agreed shortfalls should 
be delivered by smaller groups of 
Member States, building where appro-
priate on existing regional groupings. 
Existing collaborative projects that do 
not contribute towards common goals 
must not be labelled as PESCO projects 
to create an illusion of success.

• PESCO participating Member States 
should commit to meet challenging, 
but achievable input, throughput and 
output criteria within agreed times-
cales. These should include measures 
of the degree to which agreed capabil-
ity shortfalls have been addressed.

• Progress should be regularly and ro-
bustly reviewed; CARD should be de-
veloped over time to meet this need.

• If European security and defence is to 
become a reality, the Member States 
must accept a shift from voluntarism 

towards obligation. PESCO will entail 
a higher degree of obligation through 
its treaty basis; Member States must 
be ready to take action against partici-
pants who fail to meet their obligations.

• The Member States must also accept a 
shift from collective towards individual 
accountability; CARD must find ways for 
individual Member States to hold each 
other to account for the progress made 
in addressing agreed capability shortfalls.

• The interests of larger and smaller 
Member States must be balanced, in 
particular as they concern access to the 
European Defence Fund and opportu-
nities for their defence industries. This 
will require the Commission to place 
more emphasis on sticks to comple-
ment its current incentive-based pro-
posals and to be ready to act upon 
transgressions. A framework should 
be provided for peer review of the 
Member States’ defence contracting 
and industry record, ideally in coordi-
nation with the CARD process.

• In return, financial support in the pro-
curement phase of projects should 
be conditional on the Member States 
also looking for opportunities for cost 
savings in common solutions for the 
in-service phase

• Member States must be comfort-
able with the pace of developments. 
Cohesion should not be sacrificed for 
speed as the details of initiatives are 
elaborated.

• The current set of initiatives must be 
brought together into a coherent pack-
age, such that their natural synergies 
– and those with NATO – are realised 
and the roles of the various institu-
tions are mutually supporting.

• Greater effort must be placed on com-
municating the benefits of defence 
cooperation.
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Figures

Figure 1. Percentage Change in Member States’ Military Expenditure 2015-2016. Constant 
(2015) US$. Information from SIPRI. 

Figure 2. Percentage Change in Member States’ Military Expenditure 2009-2016. Constant 
(2015) US$. Information from SIPRI. 
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Figure 3. Military Expenditure of the USA, the EU28, China, and Russia, 2016. Constant (2015) 
US$. Information from SIPRI.

Figure 4. Military Expenditure Trends: the USA, the EU28, China, and Russia, 2009-2016. 
Constant (2015) US$. Information from SIPRI.
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