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Capability development in Europe: How can the EU
defence push benefit the transatlantic partnership?

Petar Petrov and lulian Romanyshyn

Over the last five years, the EU has made significant steps in bolstering security and defense co-

operation among its member states. Traditionally viewed as the least promising area of the Eu-

ropean integration, security and defense has become a priority matter for the former and current

European Commission presidents. Europe’s willingness to flex its military muscle and to assume

greater responsibility for its defense cannot be seen in isolation from a growing number of exter-

nal security threats emanating from the conflict and instability in the Southern Mediterranean,

Russia's military adventurism and regional rivalries in the Middle East and East Asia. Internally,

the UK's departure from the EU removed a long-lasting obstacle for greater security and defense

cooperation within the EU, while the European Commission’s activism coupled with French and

German enthusiasm helped to uphold the momentum.

European security, however, is defined not only by the
EU's homegrown efforts to boost its own defense
standing, but also by the strength of its transatlantic
partnership. For the past seven decades, the US security
umbrella provided through NATO constituted the bed-
rock for security and stability on the European continent.
European leaders continue to characterize NATO as '‘an
institution of choice, and even the EU Global Strategy,
which advocates the goal of EU 'strategic autonomy/,
admits that ‘NATO remains the primary framework for
most Member States', when it comes to collective de-
fense. Yet, as the global power competition intensifies
and the US strategic priorities shift elsewhere, Europe
ceases to play a pivotal role in Washington's calcula-
tions and even the US commitment to NATO is being
questioned. Donald Trump's initial refusal to commit to
American security guarantees within NATO left many
in Europe fearful about the direction the transatlantic
community is taking. European security can no longer be
taken for granted.

The EU faces a number of hard choices to make in the
years to come. It cannot claim the mantle of independ-
ent leadership and project the image of a serious global
player, and at the same time continue to outsource its
security to the US. The EU needs to develop defence ca-
pabilities across all dimensions of the conflict spectrum
to be able to defend itself and to better protect its in-
terests and values abroad. This is a sensible response to
the perceived weakening of Washington's commitment
to its European allies, but it risks triggering the US with-
drawal from Europe altogether - a scenario which most
European leaders wish to avoid. The question therefore
is: How can the renewed defence aspirations of the EU
benefit the transatlantic partnership?

EU defence capability development initiatives post-2016
The European Security and Defence Policy has always
had a strong capability development component. Differ-
ent initiatives took shape between 2007 and 2013, but it
was not until the external and internal challenges men-
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As the global power competition intensifies and the US strategic priorities shift elsewhere, and even the US commitment to NATO is being questioned, The EU needs to develop
defense capabilities across allldimensions of the conflict spectrum to e ableitoidefend itself (photo:Hickr/Balkan Phota's)

tioned earlier that the EU and the member states took
decisive steps creating conditions for further defence in-
tegration. The EU Global Strategy (EUGS), introduced
in June 2016, called for the “gradual synchronisation
and mutual adaptation of national defence planning
cycles and capability development practices”, a process
that has direct bearing on the national sovereignty of
the member states. In November 2017, after a decade
of inactivity on the Lisbon Treaty provisions for Perma-
nent Structured Cooperation in Defence (PESCO), the
member states agreed on launching it. This is a crucial
development as PESCO creates a binding framework
of commitments undertaken by the participating mem-
ber states as set out by Protocol 10, Art.2 annexed to
the Lisbon Treaty. PESCO thus goes beyond the volun-
tarism typical for all the previous initiatives in the field
of capability development and is to be achieved by the
participating member states on two levels: (a) commit-
ment to demonstrate regular growth of their defence
budgets in real terms - investing 20% into collaborative
projects and 2% into defence research & technology pro-
grammes; and (b) investment in capability development
within the EU while working closely with the European
Defence Agency (EDA). If PESCO proves successful it
will create a full spectrum of defence capabilities which
will be owned by the participating member states who
would be then able to decide how to use them - i.e. for
national or multinational (EU, NATO, UN, etc.) opera-
tions.

Here, the Coordinated Annual Review on Defence
(CARD) process is pivotal in ensuring that the commit-
ment levels in PESCO stay high, as it encourages the EU
member states to annually deposit at EDA their defence
budget priorities and capability plans. This is indispen-
sable for the identification of common capability needs
and makes EDA a key actor to identify opportunities for
collaborative projects and avoid duplication across na-
tional programmes?. At the moment, EDA works with
the member states on the basis of the latest revision of
the 2018 Capability Development Plan, which serves as
the reference point for CARD, PESCO and the European
Defence Fund. In June 2017, the European Commission
announced the European Defence Fund (EDF) providing
sizable funding from the EU budget to support the col-
laborative development of defence capabilities. This will
be implemented on two levels: research and capability
development programmes. On the research level, the

Commission has invested €90 million by the end of 2019,
which is expected to increase to €500 million per year
between 2021 and 2027. On the capability-development
level, the Commission has initially planned to invest €1
billion per year on common projects after 2020, with the
total budget amounting to around €13 billion. However,
even before the Covid-19 crisis, possible cuts of the Com-
mission's proposed numbers were flagged up. On 27 May
2020, the Commission announced that the EDF will be
funded at about €91 billion by 2027. It is not yet a final
figure, but it becomes increasingly likely that EU-level
funding will be much lower than initially expected which
may well have negative repercussions on defence re-
search and technology development.

Decoupling, duplication and protectionism: the (not so
hidden) hurdles of the Transatlantic partnership
Defence capability development in the EU is inextrica-
bly linked to both autonomy and complementarity with
NATO and to its relationship with the US. Below we look
into the politico-strategic, military and industrial as-
pects of capability development that have direct effect
on the transatlantic partnership.

Strategic and political concerns

The development of EU security and defence capabili-
ties is fraught with broad strategic concerns about the
strength and viability of the transatlantic bond. Presi-
dent Trump's criticism of NATO as just another '‘bad deal’
for America and his initial refusal to underwrite the US
commitment to European security sent shock waves
among its European allies. 'The times when we could
completely count on others, they are over to certain ex-
tent’, bluntly declared German Chancellor Merkel shortly
after meeting Trump at the G7 Summit in May 2017
Against this background and in light of the growing calls
- especially from Paris - for European strategic auton-
omy and ‘a true European army’, the EU's new defence
momentum can be seen as a way of hedging against the
perceived imminence of US withdrawal from Europe.
Yet, although reducing dependence on the US is a sen-
sible response to ambivalence and unpredictability com-
ing from Washington, the ambitious articulation of the
EU's defence aspirations also highlighted a fear that 'a
hedge can become a wedge™, turning the US withdrawal
from Europe into a self-fulfilling prophecy.

Decoupling from NATO and the US, however, is not on
the wish list of the EU leaders. It is estimated that in

Maastricht Working on Europe (MWOoE) - Policy Briefs Collection by Studio Europa Maastricht (SEM) 2



a scenario of regional conventional conflict with Russia,
the European members of NATO would need to invest
between $288 and $357 billion over the period of 20
years if they had to defend themselves without the US
assistance®. European leaders therefore have gone the
extra mile to emphasize that PESCO and associated
initiatives would strengthen, rather than compete, with
the transatlantic alliance. Moreover, the EU and NATO
have substantially deepened their cooperation since
2016, including in the area of capability development,
acknowledging that neither organization is able to pro-
vide security to their citizens on its own. NATO Secretary
General Stoltenberg welcomed PESCO and EDF as a
means towards fairer burden sharing within the Alliance.
And despite Trump's criticism of the European allies, his
administration expanded the US military engagement
in Europe by boosting spending on the European Deter-
rence Initiative from $3.4 billion in 2017 to $6.5 billion in
2019. The preparations and planning for Defender Eu-
rope-20, a military exercise of deploying a division-size
combat force from the US to Europe, further supports
the argument that the EU’'s renewed aspirations in de-
fense render neither NATO obsolete nor the transatlan-
tic decoupling inevitable.

Another concern is that the EU's efforts at bolstering its
defence capabilities risk exacerbating strategic divisions
within Europe. A recent survey found that EU member
states are divided on the value and the extent of 'stra-
tegic autonomy' while lacking a common vision on the
role of the EU in European defence®. The Baltic states,
for example, are among those Central and Eastern Eu-
ropean countries that traditionally hold sceptical views
of the EU's CSDP and regard NATO and the US presence
in Europe as indispensable for their security. Faced with
the existential security threat on their eastern borders,
Baltic leaders view the debates on European strategic
autonomy as premature and irresponsible: it ‘'scares the
hell out of us"”. Despite the reservations, all of them have
embraced PESCO and EDF with an understanding that
both instruments complement NATO and strengthen
the European pillar of the Alliance. Lithuania currently
leads a PESCO project on cyber rapid response, while
others, including Poland and Romania, are among the
most vocal supporters of the ‘Military Mobility’ pro-
gramme (see below). The implementation of PESCO as
an inclusive platform helps to smoothen divisions among
those states who are also NATO members, as its high
participation rate provides for a forum for diverse views
to be heard and bridged which also benefits intra-NATO
cohesion.

Military concerns

Equally important are the military considerations of ca-
pability development, where the most pertinent issues
revolve around the lack of clarity on the military and de-
fence goals of the EU, and the possible duplication of
resources that exist in NATO. By stating the goals of
achieving 'strategic autonomy' and the development
of "full spectrum of defence capabilities” the EUSG is

understandably capturing the imagination of many in
Europe. However, their precise military expression is not
developed yet. It remains unclear if the EU intends to
commit to only operations in third countries or to also
be fully able to defend its own territory. Similarly, the
EU is vague when it comes to building common forces
to be used in EU operations. All calls for creating an EU
army have been on the level of political rhetoric so far.
Moreover, the closest to common forces that the mem-
ber states have to date are the EU Battle Groups, which
have been 'stand-by ready’ for over 13 years, and never
deployed. The reasons for this lack of clarity in the level
of ambition are many but at least three are noteworthy.
Firstly, developing an EU army and being able to both de-
ploy forces abroad and defend territorial Europe would
necessitate enormous investment of financial resourc-
es (as pointed out earlier), to which the EU is not ready
to fully commit yet. Secondly, it will also mean decisive
transfer of defence sovereignty on the EU level - creat-
ing a greater capacity for the EU to act collectively, but
decreasing states' national autonomy in defence - which
remains a taboo for most member states. And thirdly,
the member states have distinctive national strategic
cultures on the use of force, but are still lacking a com-
mon - EU-level - strategic vision in this regard. At this
stage the EU can realistically commmit 'strategic autono-
my' only to the lower level of EU-led crisis management
operations. This however makes the transatlantic part-
nership even more important for undertaking higher-end
military operations and for ensuring the defence of the
continent.

Avoiding duplication and competing practices with NATO
is crucial. This has been a serious concern in a number
of US administrations, including the current one. In May
2019, in a letter to Mogherini, Washington expressed se-
rious concerns over the possibility of duplicating NATO,
as a result of launching PESCO and the EDF®. The fear
is that the two initiatives can lead to producing capa-
bilities that already exist, divert defence resources from
NATO and lead to un-interoperable forces among the
allies. This can weaken NATO and undermine the EU-NA-
TO cooperation.

Such concerns however might be exaggerated as there
have been a growing number of programmes aiming at
better burden sharing and avoiding duplication. Collab-
oration between the EU and NATO in the area of capa-
bility development has existed since 2003 (EU-NATO
Capability Group). Both the NATO Strategic Concept
(2010) and the EUGS have declared the importance of
coordinated capability development and minimizing du-
plication, while the 2016 EU-NATO Warsaw Joint Dec-
laration, called for concrete action on ensuring comple-
mentarity and interoperability in hybrid threats, energy
security, cyber defence and defence capacity. A recent
example of EU-NATO cooperation that effectively tack-
les the issue of duplication is Military Mobility (MM) - a
programme that aims at creating a borderless Europe
for the transportation of military equipment and troops.
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After the Warsaw Joint Declaration, Military Mobility
was formally endorsed as a priority area of cooperation
in 2017 and confirmed in the 2018 Brussels Joint Dec-
laration. Since then the EU and NATO have agreed on
close staff-to-staff consultations, and on incorporating
NATO's military requirements to the EU’'s Trans-Europe-
an Transport Network. The European Commission and
the member states have also undertaken steps in this
area. In March 2018, the Commission proposed the Ac-
tion Plan on Military Mobility with considerable funding
of €6,5 billion for the 2021-27 period. Building on earlier
EDA recommendations, the Commission initiative tack-
les regulatory, administrative and infrastructure-related
hurdles to free mobility. At the same time, the PESCO
participating member states (24 out of 25) initiated a
joint project on Military Mobility, aimed at addressing the
legal and administrative difficulties to free movement of
military personnel and assets in the EU. In the context
of the Covid-19 pandemic, the Commission announced a
considerable decrease of its initial budget down to €1,7
billion. It is unclear yet if this figure is fixed, and how the
pandemic will affect the member states' own financing
of PESCO projects.

Air-to-air refuelling is another example of a capability
development process which has direct bearing on better
burden sharing between the EU and NATO. After the 2011
NATO operation in Libya, when the European allies relied
exclusively on US refuelling aircraft tankers, the EDA and
NATO launched a multinational program to procure the
A330 Multi Role Tanker Transport Aircraft (MRTT). The
first two aircraft, out of the total eight MRTT fleet, are
expected to be delivered by Airbus in June 2020. Last
but not least, cooperation between the EU and NATO on
hybrid threat management has progressed from mere
information exchange to joint simulations and exercises
aimed at shared threat awareness. The European Cen-
tre of Excellence for Countering Hybrid Threats in Hel-
sinki became a hub for mutual learning and expertise
sharing between the EU and NATO staff.

Industrial concerns

The US has shown reluctance to fully embrace the EU's
renewed efforts in defense cooperation. Multiple US of-
ficials expressed concerns about PESCO and EDF alleg-
ing that these initiatives could weaken NATO and fence
off American defense companies from participating in
procurement of European military equipment. As the US
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Ambassador to NATO Kay Bailey Hutchinson flatly as-
serted, 'we do not want this to be a protectionist vehicle
for the EU. And we're going to watch carefully, because if
that becomes the case, then it could splinter the strong
security alliance that we have'’?. More specifically, Wash-
ington targeted restrictions and lack of clarity on partic-
ipation of non-EU members in PESCO projects describ-
ing it as a 'poison pill"

The US fears about unfair industrial competition howev-
er are overstated. The size of the EDF is too small (less
than 1%of the EU's planned budget for 2021-2027) to
contemplate creation of pan-European defense cham-
pions on a large scale. Furthermore, PESCO rules allow
for third-state participation in its projects on a case-by-
case basis, although a precise mechanism of such par-
ticipation is yet to be finalized. More fundamentally, the
US' lukewarm attitude to the latest European defense
efforts appears at odds with its long-standing push
for greater European investment in defense and fairer
burden-sharing within NATO. It is safe to assume that
Washington's proclaimed skepticism stems from the
much more transactional approach of the Trump admin-
istration and its ideological view of Europe as a compet-
itor, rather than an ally. American concerns over Europe-
an protectionism are also slightly dubious, since the US
consistently exports more defense equipment into the
EU than vice versa, while the restrictions in accessing the
US defense market are comparatively higher, which puts
EU defense companies at disadvantage™.

The American reaction obscures numerous benefits that
the enhanced EU defense role can generate in address-
ing European structural deficiencies. Greater coopera-
tion on procurement of military equipment would help to
address duplications and redundancies in national capa-
bility development and make EU defense spending more
efficient. According to the European Commission, the
lack of cooperation between member states in the field
of defence and security is estimated to cost annually be-
tween €25 and €100 billion, with 80% of defence pro-
curement run on a purely national basis. While PESCO
and associated initiatives will not reverse these negative
trends overnight, their successful implementation could
become a stepping stone towards more cost-efficient
defence cooperation in the long run with participating
states increasingly prioritizing collaborative cross-border
projects over national ones. Addressing the fragmenta-
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tion of European defense markets by means of PESCO
and EDF will be also beneficial for meeting NATO tar-
gets, such as spending 2% of GDP on defense, of which
20% on investment. It is in the interest of the US and
NATO to have more capable set of European forces sup-
ported by more consolidated European industrial base,
even though it can imply a loss in export market share for
US defense companies.

Recommendations

All the EU capability development initiatives, which have
been introduced since 2016 create the impression of a
positive, forward going process. However, the response
of the EU to the Covid-19 crisis is already impacting the
prioritisation of defence capability development with a
visible drop in both the political willingness and the finan-
cial support for the new initiatives. This is noteworthy as
it means that even if the EU manages to sustain the po-
litical and financial support in the area (as it should), its
ability to provide for its own defence and engage globally
in the higher end of crisis management operations will
be modest at best and inexistent at worst. Both out-
comes however make the case of continued EU-NATO
cooperation in capability development more pertinent
than ever. In finding ways for achieving this we propose
the following recommendations:

The EU member states should avoid using decoupling
rhetoric when referring to PESCO and the EDF and
emphasise their direct link to creating capabilities
that can also be used in NATO. Similarly, the use of the
catch phrase 'strategic autonomy' needs to be more
often related to contributing to a stronger European
pillar within NATO. This is paramount insofar as the use
of decoupling language alienates not only the transat-
lantic partners who are not members of the EU but also
those EU member states - such as Poland and the Bal-
tic states - whose support for the continuing process
of EU defence integration is as vital as that of France
and Germany.

The EU has to translate the political ambitions of 'stra-
tegic autonomy' and "full spectrum defence capabili-
ties” in as precise and clear military terms as possible.
This will clarify what exactly the EU would be willing to
do alone when it comes to territorial defence and crisis
management operations and therefore outline the exact
parameters of EU-NATO cooperation in security and de-
fence. Clarity on these goals will strengthen the shared
understanding among the EU member states regarding
both the end-state of their defence integration and their
desired relationship with NATO.

The EU heads of states and government should keep
Military Mobility high on their political agenda and not
cut EU-level funding especially in the context of the
MFF 2020-2027 negotiations. This is a landmark pro-
ject in avoiding duplication and ensuring interoperabil-
ity between the EU and NATO. This and other success-
ful collaborative areas such as air-to-air refuelling and

hybrid threats management can become benchmarks
for best practices in transatlantic defence capabilities
cooperation.

In developing PESCO and the EDF the EU should clear-
ly communicate to the US and other non-EU NATO
members what are the rules and mechanisms for third
party participation in these initiatives. This will provide
for more transparency and clarify the added value of
enhanced EU defence cooperation for both the US and
NATO. In addition, this can bring added value for the
EU member states insofar as the economic benefits ‘at
home' can be considerable once defence spending be-
comes more efficient.

Recommendations

1. The EU member states should avoid using
decoupling rhetoric.

2. The EU has to translate the political ambitions
of “strategic autonomy” and “full spectrum
defense capabilities” in as precise and clear
military terms as possible.

3. The EU heads of states and government should
keep Military Mobility high on their political
agenda and not cut EU-level funding.

4. In developing PESCO and the EDF the EU
should clearly communicate to the US and other
non-EU NATO members what are the rules and
mechanisms for third-party participation.

Petar Petrov is an Assisstant Professor in International
Relations and EU Foreign and Security Policy at Maas-
tricht University.
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This Policy Brief has originally been published in Atlantisch
Perspectief no. 3, 2020.
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