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Main messages

The review

The EU’s security situation has changed drastically over the past few years. Russia’s
full-scale war of aggression against Ukraine that began in early 2022, but also geopolitical
turmoil with conflicts on the rise around the globe and the erosion of the global
multilateral order, have led EU member states to realise that the EU needs to become
more capable in the fields of security and defence. This has marked a shift in EU defence
policy, from crisis management and crisis responses outside the EU towards a greater focus
on member states’ defence readiness.

There is consequently an urgent need to ramp up European defence production
capacities and for the member states to strengthen their own capabilities in this area.
However, the European defence technological and industrial base (EDTIB) has been
affected by years of underinvestment and insufficient cooperation between member
states. This has led to insufficient stockpiles of ammunition and missiles, long
manufacturing lead times for defence products, strong dependence on non-European
suppliers and bottlenecks in transport networks. In response to the situation, the EU
launched several initiatives for member states to collaborate and pool their efforts to
strengthen the EDTIB.

The aim of this review is to provide an update on the EU defence landscape since our
2019 review on European Defence, and to highlight risks, challenges and opportunities
associated with recent EU initiatives in the area. We intend to provide our stakeholders
with relevant information and analysis of the EU’s defence policy and its latest
developments, in particular on significant issues related to financial management,
governance, transparency and accountability. We also refer to key messages from our
previous work on the topic.


https://www.eca.europa.eu/en/publications?did=51055

While acknowledging that there is a broadening of security and defence approaches in
the EU encompassing hybrid threats, cyber security and civil preparedness, these fall
outside the scope of this review. Similarly, our review does not focus on areas such as
security of supply of critical raw materials, intelligence and secure communication through
space-based technologies — although we recognise their importance for defence.

Our review brings together information from the institutional and non-institutional
stakeholders responsible for implementing the EU’s defence policy: EU players, the defence
industry and a number of EU defence policy experts. We examined EU legislation, policy
papers, reports and previous audit work, along with studies from research institutions,
think tanks and academia. We had discussions with the European Commission, the
European External Action Service, the European Defence Agency, the General Secretariat
of the Council, representatives from the European defence industry, NATO and policy
experts.

The review covers the period from 2020 to July 2026. We have emphasised the most
recent changes and have taken into account the latest developments in EU defence policy.

This is not an audit report; it is a review mainly based on publicly available information
or material specifically collected for this purpose.

Challenges and opportunities

The Treaties firmly anchor defence within the sovereignty of the member states, with
decisions to be taken unanimously and with limits on supranational EU action
(paragraph 22). However, especially since 2022, both the member states and the EU
institutions have taken action to strengthen the EU’s defence (paragraphs 27-31).

The member states have sharply increased their defence spending, which grew by
approximately 79 % between 2020 and 2025. They have allocated this money to increase
their military capabilities and to support Ukraine (paragraphs 32-34). In addition, they have
called upon the Commission and the High Representative of the Union for Foreign Affairs
and Security Policy, who is also Vice-President of the European Commission, to launch the
necessary initiatives for the EU to achieve defence readiness by 2030. The central strategic
documents that support this new level of ambition are the Strategic Compass for Security
and Defence and the White Paper for European Defence — Readiness 2030
(paragraphs 28-29).


https://www.eeas.europa.eu/eeas/strategic-compass-security-and-defence-1_en
https://www.eeas.europa.eu/eeas/strategic-compass-security-and-defence-1_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:52025JC0120

Although the EU budget is prohibited from funding operations with military or defence
implications, it may be used to strengthen the EDTIB through industrial policy for defence
(paragraphs 20-26). EU defence expenditure remained relatively modest until 2021, with
an allocation of €590 million. However, as of 2021, there has been a significant increase as
the EU has launched a range of instruments aimed to foster greater cross-border defence
cooperation and encourage member states to jointly develop and procure capabilities and
products within the EU and associated countries. Each instrument targets specific
objectives at different stages of the capability development lifecycle. Some of the
instruments were emergency measures put in place after the start of Russia’s full-scale war
of aggression against Ukraine, but they have transformed into long-term programmes to
strengthen European defence. In the 2021-2027 period, €11.3 billion has been allocated to
defence-related programmes and an estimated €20.6 billion redirected from other funds
towards defence objectives. Additionally, up to €150 billion in loans will be made available
to member states. Defence funding at EU level is expected to rise further in the upcoming
budget cycle, depending on the approval of the proposed 2028-2034 budget. All of this
marks a pivotal moment for the EDTIB, as — for the first time — its development and
integration are a core objective of the European industrial strategy (paragraphs 36-39, 41).

We have identified several opportunities, challenges and risks associated with the
above developments.

e The challenging security context paired with increased level of funding opens up
opportunities to expand the EDTIB’s capacities, drive innovation and dual-use
technologies, and develop new forms of cooperation such as defence clusters and
capability coalitions, while strengthening strategic partnerships, particularly with
Ukraine (paragraphs 55-56, 72-73).

e Despite ambitious EU plans and rising spending, achieving defence readiness by 2030
is challenging, due to ongoing major constraints. Insufficient coordination among
various EU funding streams, as well as between EU and national funding, together
with the absence of an effective, top-down EU planning process may lead to
fragmented investments, duplication or persistent capability gaps. Funding may still
be inadequate to address agreed defence priorities and the allocation of additional
funding does not immediately translate into operational capabilities, as these require
time to develop (paragraphs 57-63).

e Incentivising member states to source their defence systems from European suppliers
through EU preference clauses could be a way to reduce dependencies on
non-European suppliers in the long term, but it would have to be balanced with
short-term operational needs (paragraphs 55-59).



If it is not implemented adequately, increased funding carries implementation risks,
such as having a limited impact on addressing capability gaps due to high inflation
rates, or having spending targets without related performance requirements. It can
also result in bottlenecks of materials, key components or skilled staff, making it
difficult to use the allocated funds (paragraphs 64-67).

The increasing use of debt-financed defence spending, EU-backed loans and the
activation of flexibility clauses may undermine fiscal sustainability by slowing public
debt reduction, increasing contingent liabilities and placing additional pressure on the
EU budget headroom, in the absence of proper provisioning (paragraphs 65, 68).

The EU’s defence policy is characterised by a complex institutional framework and a
multilevel governance structure. This creates significant coordination challenges
across the different players and increases the risk of overlapping responsibilities. The
financial accountability arrangements are equally complex, and vary depending on
the funding instrument and entity involved. The absence of an audit mandate for all
bodies and instruments involved limits the ECA’s ability to fully perform its role of
external auditor (paragraphs 76-81).



A closer look

A changing context and growing EU ambition

Triggers for change

In recent years, several events have changed attitudes towards defence across the EU.
The result is a new and evolving policy landscape also shaped by the global security
situation, which is generally deteriorating.

Russia’s full-scale war of aggression against Ukraine began on 24 February 2022 and
represented a watershed moment for European defence. The return of conventional,
high-intensity warfare in its neighbourhood affected the EU both economically and
politically. The war resulted in a drop in EU GDP growth compared to pre-war forecasts,
and an energy and cost-of-living crisis that drove up inflation rates*. Furthermore, more
than 4.5 million Ukrainian refugees fled to EU member states”. Politically, the war pushed
defence issues to take centre stage in the EU in a way that has not been seen in Europe
since the end of the Cold War.

1 Economic impact of Russia’s war on Ukraine: European Council response, European

Parliamentary Research Service, February 2024.

2 Ukraine Refugee Situation, United Nations High Commissioner for Refugees.


https://www.europarl.europa.eu/RegData/etudes/BRIE/2024/757783/EPRS_BRI(2024)757783_EN.pdf
https://data.unhcr.org/en/situations/ukraine

Long before the war in Ukraine started, insufficient cooperation between member
states had already generated inefficiencies in the development of defence capabilities. The
EDTIB had been affected by years of underinvestment (known as the “peace dividend”)?,
and access to financing continues to represent a significant constraint today, particularly
for small and medium-sized enterprises (SMEs)*. According to the Joint communication on
the Defence Investment Gaps Analysis and Way Forward published in May 2022, the
Commission estimated that if all member states had spent 2 % of their GDP on defence
from 2006 to 2020, this would have meant an extra €1.1 trillion for defence spending. In
addition, the European Parliamentary Research Service (EPRS) estimated that the cost
arising from the lack of common EU-level action (referred to as the “cost of non-Europe”)
in defence spending ranges from €18 billion to €57 billion per year®.

Russia’s war against Ukraine exposed major defence vulnerabilities across EU member
states, reflecting these decades of underinvestment. EU stockpiles of ammunition and
missiles were insufficient when faced with the demands of supporting a partner engaged
in high-intensity warfare (Box 1). The industry faces decades of low-rate production’ and a
limited surge in industrial capacity to replenish stocks?, exacerbated by long manufacturing
lead times for defence products. In addition, our 2025 report on military mobility found
that the bottlenecks in transport networks affect military mobility, thereby limiting the
ability of European forces to move efficiently around the continent. For an overview of
relevant ECA products, see Annex IV.

3 Sebastian Clapp, “EU Member States' defence budgets”, EPRS, March 2026, p. 1.
European Commission, “Access to equity financing for European defence SMEs”, 2024, p. 9.

JOIN(2022) 24, Joint communication on the Defence Investment Gaps Analysis and Way
Forward, p. 5.

Marco Centrone and Meenakshi Fernandes, Improving the quality of European defence
spending. Cost of non-Europe report, European Parliamentary Research Service,
November 2024.

Hannah Aries, Bastian Giegerich and Tim Lawrenson, The Guns of Europe: Defence-industrial
Challenges in a Time of War, International Institute for Strategic Studies, 19 June 2023.

EU military support to Ukraine, European Commission, 24 April 2026.


https://eur-lex.europa.eu/resource.html?uri=cellar:c0a8dcda-d7bf-11ec-a95f-01aa75ed71a1.0001.02/DOC_1&format=PDF
https://eur-lex.europa.eu/resource.html?uri=cellar:c0a8dcda-d7bf-11ec-a95f-01aa75ed71a1.0001.02/DOC_1&format=PDF
https://www.eca.europa.eu/en/publications?ref=SR-2025-04
https://www.europarl.europa.eu/RegData/etudes/ATAG/2026/785659/EPRS_ATA(2026)785659_EN.pdf
https://op.europa.eu/en/publication-detail/-/publication/54753f9f-aea9-11ee-b164-01aa75ed71a1/language-en
https://eur-lex.europa.eu/resource.html?uri=cellar:c0a8dcda-d7bf-11ec-a95f-01aa75ed71a1.0001.02/DOC_1&format=PDF
https://www.europarl.europa.eu/RegData/etudes/STUD/2024/762855/EPRS_STU(2024)762855_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/STUD/2024/762855/EPRS_STU(2024)762855_EN.pdf
https://www.iiss.org/online-analysis/survival-online/2023/06/the-guns-of-europe-defence-industrial-challenges-in-a-time-of-war/
https://www.iiss.org/online-analysis/survival-online/2023/06/the-guns-of-europe-defence-industrial-challenges-in-a-time-of-war/
https://commission.europa.eu/topics/eu-solidarity-ukraine/eu-assistance-ukraine/eu-military-support-ukraine_en
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Box 1

155mm artillery ammunition: bridging the gap between battlefield
demand and EU industrial capacity

Artillery remains central to the war in Ukraine, driving sustained demand for 155mm
ammunition. In 2022, Ukrainian forces fired around 6 000-8 000 shells per day

(180 000-240 000 per month)°. More recent estimates point to 150 000-200 000 per
month, compared with up to 600 000 for Russia™.

Comparatively, EU production was limited to 300 000-400 000 shells per year in 2022,
reflecting decades of downsizing in European defence industrial capacity.

In March 2023, the Council of the EU agreed on a three-track approach consisting of
(1) reimbursing EU member states for ammunition and missiles donated to Ukraine
from their existing stocks, (2) the joint procurement of 155mm artillery ammunition
and their components as well as missiles, and (3) ramping up the industrial support,
notably through the Act in Support of Ammunition Production (ASAP), with a target of
one million shells within 12 months.

Despite delays, output has increased. Member states delivered one million artillery
ammunitions (155mm shells and missiles) to Ukraine in November 2024,
eight months after the March 2024 deadline which had been set in March 2023.

Source: European Parliamentary Research Service, Reinforcing the EU’s defence industry, March 2026.

Hybrid attacks have increasingly affected European infrastructure and have also

intensified in recent years. These include sabotage, the disruption of critical infrastructure,

cyberattacks, foreign information manipulation and interference, and attempts to

undermine democracy and electoral processes'?. The combination of conventional warfare

and hybrid attacks has led the EU and its member states to put greater emphasis on the

need to ramp up traditional defence capabilities along with bringing together the internal

and external security dimension, and a “whole-of-society” approach to security and

preparedness.
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SWD(2024) 515, Commission staff working document for EDIP.

Euromaidan press, “Frontline report: Europe moves fast—for once—and floods Ukraine with
shells”, 2 May 2025.

Francesco Bortoletto, “EU managed to deliver one million shells to Kyiv”, EU News,
20 November 2024.

Russia’s hybrid activities: EU sanctions, European Council, Council of the European Union,
21 April 2026.


https://data.consilium.europa.eu/doc/document/ST-7632-2023-INIT/en/pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32023R1525
https://www.europarl.europa.eu/RegData/etudes/BRIE/2023/749805/EPRS_BRI(2023)749805_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=SWD:2024:515:FIN
https://euromaidanpress.com/2025/05/02/frontline-report-the-eu-promised-ukraine-2-million-shells-by-2026-most-have-already-arrived/
https://euromaidanpress.com/2025/05/02/frontline-report-the-eu-promised-ukraine-2-million-shells-by-2026-most-have-already-arrived/
https://www.eunews.it/en/2024/11/20/eu-managed-to-deliver-one-million-artillery-shells-to-kyiv/
https://www.consilium.europa.eu/en/policies/sanctions-against-russia-hybrid-threats/
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In addition to the war in Ukraine, the global security has also deteriorated in other
respects. Geopolitical turmoil with conflicts on the rise around the globe, such as the wars
in the Middle East and the erosion of the global multilateral order'®, have driven the need
for strategic autonomy in the EU. The worsening of the security situation has occurred in
parallel with changes in Europe’s security and defence architecture. While the North
Atlantic Treaty Organization (NATO) remains a cornerstone of collective defence for those
EU member states that are also NATO allies, the EU’s drive to strengthen strategic
autonomy and ensure greater burden-sharing within NATO has increased. For the 23 EU
member states that are also NATO allies, this has led to increased commitments for
defence expenditure’* and the need to coordinate the enhancement of their defence
capabilities within both NATO and the EU.

The war in Ukraine has also highlighted the fragmentation and complexity of the
defence industry’s value chains and its strong dependence on non-EU suppliers. From the
onset of the war in Ukraine until June 2023, 78 % of defence acquisitions by EU member
states were sourced from outside the EU, with the US alone representing 63 %'°. Although
there are various metrics to measure this dependency, they consistently demonstrate that
a substantial share of EU defence spending goes to non-EU suppliers, particularly to the
United States'® /. Historically, the US has exported considerably more to the EU than the
EU has to the US'é. While early signs may indicate a reduced reliance on US weapon
purchases’’, the EU increased its purchases from the US in the years following the start of

13 Foresight report 2025 — Resilience 2.0 — Empowering the EU to thrive amid turbulence and

uncertainty, European Commission, 2025.

4" The Hague Summit Declaration issued by the NATO Heads of State and Government

participating in the meeting of the North Atlantic Council in The Hague 25 June 2025.

5 JOIN(2024) 10, Joint communication on a new European Defence Industrial Strategy.

6 Juan Mejino-Lépez and Guntram B. Wolff, “Europe’s dependence on US foreign military sales

and what to do about it”, Bruegel, 13 October 2025.

17" Alex Burilkov, Katelyn Bushnell, Juan Mejino-Lopez, Thomas Morgan and Guntram B. Wolff, “Fit

for war by 2030? European rearmament efforts vis-a-vis Russia”, Bruegel & Kiel Institute for the
World Economy, June 2025.

8 Daniel Fiott, The poison pill - EU defence on US terms?, European Union Institute for Security

Studies, June 2019.

19" Giuseppe Spatafora, “The foreign policy-first president? US external action under Trump 2.0 —in

data”, European Union Institute for Security Studies, February 2026.


https://www.nato.int/en/about-us/organization/nato-member-countries
https://commission.europa.eu/strategy-and-policy/strategic-foresight/2025-strategic-foresight-report_en
https://commission.europa.eu/strategy-and-policy/strategic-foresight/2025-strategic-foresight-report_en
https://www.nato.int/en/about-us/official-texts-and-resources/official-texts/2025/06/25/the-hague-summit-declaration
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52024JC0010
https://www.bruegel.org/policy-brief/europes-dependence-us-foreign-military-sales-and-what-do-about-it
https://www.bruegel.org/policy-brief/europes-dependence-us-foreign-military-sales-and-what-do-about-it
https://www.kielinstitut.de/fileadmin/Dateiverwaltung/IfW-Publications/fis-import/eef51261-68bf-4883-b1e9-ed0fb74a92ed-Kiel_Report_no3.pdf
https://www.kielinstitut.de/fileadmin/Dateiverwaltung/IfW-Publications/fis-import/eef51261-68bf-4883-b1e9-ed0fb74a92ed-Kiel_Report_no3.pdf
https://www.jstor.org/stable/pdf/resrep21114.pdf?refreqid=fastly-default%3Ac2a9587960e26b944e3d13b172920820&ab_segments=&initiator=&acceptTC=1
https://www.iss.europa.eu/sites/default/files/2026-02/2026-02%20GS%20The%20Foreign%20Policy-First%20President.pdf
https://www.iss.europa.eu/sites/default/files/2026-02/2026-02%20GS%20The%20Foreign%20Policy-First%20President.pdf
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Russia’s full-scale war of aggression against Ukraine?°. This has led to calls for the European
surge in defence spending to be increasingly directed towards the EDTIB.

The call for a stronger industrial base is situated in the context of rapid technological
developments and increased global competition for resources. Innovations — such as
guantum technologies, biotechnology, neurotechnology, advanced materials and
robotics — will become increasingly prominent within the next decade?'. These can be used
for both civilian and military purposes and often require the same resources. Strategic raw
materials are equally as important for green and digital technologies as they are for
defence and aerospace applications®?. The EU currently relies heavily on imports of these
materials, often from a single non-EU country?:. In this way, vulnerabilities in the EDTIB are
related to the broader issues of strategic autonomy and security of supply. This means that
other policy areas are increasingly incorporating defence-related perspectives. These
multiple, interacting factors have created a sense of urgency with regard to defence.

Governance framework anchored in the Treaties

The EU institutions, bodies, agencies and the member states have taken action to
strengthen the EU’s defence since the start of Russia’s full-scale war of aggression against
Ukraine. These actions are taking place against the backdrop of a governance framework
shaped by the Treaties. The role of the EU institutions has traditionally been limited in the
field of defence. The Treaty on European Union (TEU), as amended in 2007% and in force
since 2009, introduced the common security and defence policy (CSDP) and defined more
explicitly the current roles for institutional players in relation to defence. The Treaty on the
Functioning of the European Union (TFEU) complements the TEU, and governs how the EU
operates its internal market and economy, serving as the legal basis for EU defence
industry instruments (Figure 1).

20" Juan Mejino-Lépez and Guntram B. Wolff, Europe’s dependence on US foreign military sales and

what to do about it, Bruegel, 13 October 2025.

21 Foresight report 2025 — Resilience 2.0 — Empowering the EU to thrive amid turbulence and

uncertainty, European Commission, 2025.

22 Special report 04/2026: “Critical raw materials for the energy transition — Not a rock-solid

policy”.
2 Ibid.
2 Treaty of Lisbon amending the Treaty on European Union and the Treaty establishing the
European Community.


https://www.bruegel.org/policy-brief/europes-dependence-us-foreign-military-sales-and-what-do-about-it
https://www.bruegel.org/policy-brief/europes-dependence-us-foreign-military-sales-and-what-do-about-it
https://commission.europa.eu/document/download/bdba60f0-abb3-42f8-b5be-fd35d693b289_en?filename=SFR2025-Report_web.pdf
https://commission.europa.eu/document/download/bdba60f0-abb3-42f8-b5be-fd35d693b289_en?filename=SFR2025-Report_web.pdf
https://www.eca.europa.eu/ECAPublications/SR-2026-04/SR-2026-04_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007L/TXT
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The CSDP forms part of the common foreign and security policy (CFSP) and deals with
matters related to the EU’s security, including a “progressive framing of a common defence
policy that might lead to common defence”. Overall EU foreign policy is steered by the
European Council (consisting of the heads of state or government). Within the Council of
the EU, defence and security are the responsibilities of the Foreign Affairs Council
(consisting of the ministers of foreign affairs, and ministers of defence when defence
matters are on the agenda). The European External Action Service (EEAS), including the EU
Military Staff (EUMS), is the diplomatic branch of the EU and acts under the authority of
the High Representative of the Union for Foreign Affairs and Security Policy, who is also
Vice-President of the European Commission (HR/VP)%. The European Defence Agency
(EDA) is an EU agency, established in 2004, which operates under the authority of the
Council of the EU and supports the Council and the member states in their efforts to
improve the EU’s defence capabilities.

% Council Decision 2010/427/EU on establishing the EEAS.


https://www.eda.europa.eu/what-we-do/eda-in-short
https://eur-lex.europa.eu/eli/dec/2010/427/oj/eng
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Figure 1 | The EU’s defence policy and governance framework

SUPRANATIONAL
TEU Legal basis
Common security and defence EU policy on defence industry
policy (CSDP) and space
Framework for the military and defence \ Framework for strengthening the
aspects of EU policy EDTIB

Crisis management

Civilian missions
Military operations

Defence cooperation

Capability planning and development
Common procurement
Research and development
PESCO
Mutual assistance

Key players

European Council European Commission
Member states set political direction and (mainly DG DEFIS)
appoint HR/VP Funds, regulates and coordinates

HR/VP
Responsible for shaping and conducting CFSP; Foreign
Affairs Council Chair; Head of the EEAS; Head of the EDA

Foreign Affairs Council (defence ministers)
Adopts CSDP-related decisions; co-legislator for EU rules on
defence industry policy

EEAS (including EUMS) European Parliament
Diplomatic service of the EU; supports HR/VP Co-legislator for EU rules on defence industry policy

EDA
Coordinates EU defence capability development
and cooperation

@ Interaction between the intergovernmental and supranational levels via committees, participation in meetings, etc.

ASAP - Act in Support of Ammunition Production, CFSP - common foreign and security policy, DG DEFIS - Directorate-General for Defence
Industry and Space, EDA - European Defence Agency, EDF - European Defence Fund, EDIDP - European Defence Industrial Development
Programme, EDIP - European Defence Industry Programme, EDIRPA - European defence industry reinforcement through common procurement
Act, EDTIB - European defence technological and industrial base, EEAS - European External Action Service, EUMS - EU Military Staff, HR/VP - High
Representative of the Union for Foreign Affairs and Security Policy / Vice-President of the European Commission, PADR - Preparatory Action on
Defence Research, PESCO - Permanent Structured Cooperation, TEU - Treaty on European Union, TFEU - Treaty on the Functioning of the
European Union, SAFE - Security Action for Europe

Source: ECA, based on information from the Commission, Council and Parliament.
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The current legal framework provides opportunities for the member states to
collaborate in the area of defence policy on a voluntary basis, while mainly limiting the
Commission’s competences to defence industry policy. As defence is a core expression of
national sovereignty, member states retain a leading role and EU defence policy remains
fundamentally intergovernmental, with specific rules and procedures which are different
from those of other EU policies. Consequently, defence remains firmly anchored in the
member states, with limits on supranational EU action. This means that the Council takes a
central position with regard to EU defence policy and is a key decision maker, with
decisions relating to the CFSP and the CSDP generally to be taken by unanimity.

The CSDP is the EU’s framework for crisis management and defence cooperation,
enabling member states to undertake CSDP civilian and military missions and operations
outside the EU as part of the EU’s integrated approach to external conflicts and crises?®. It
supports peacekeeping, conflict prevention and the strengthening of international security,
often in cooperation with international organisations such as the United Nations (UN) and
NATO. The EU has launched numerous civilian missions and military operations abroad
under the CSDP. Civilian missions are financed through the EU budget and rely on
capabilities provided by member states (Article 42 TEU). Pursuant to Article 41(2) TEU,
expenditure arising from operations with military or defence implications cannot, in
principle, be financed by the EU budget. The costs of military missions and operations are
therefore financed primarily by the participating member states through specific
intergovernmental mechanisms and national contributions. The funding arrangements
vary depending on the mission or operation concerned?’.

The member states’ collaborative framework also includes several treaty-based
initiatives and entities that are funded off-budget through member states’ contributions.
This includes, for example, the EDA, which is a key player in supporting the development of
defence capabilities and promoting defence collaboration in the EU and the Permanent
Structured Cooperation (PESCO). Activated in 2017 by 23 member states, and now
numbering 26 participants, PESCO is a treaty-based cooperation framework to jointly plan,
develop and invest in capability development and enhance the operational readiness,
interoperability and effectiveness of the armed forces through legally binding
commitments. The PESCO secretariat is made up of representatives from the EDA and the
EEAS —including the EUMS. In the 2017-2025 period, PESCO has generated a total of

%6 The Common Security and Defence Policy, EEAS, 24 September 2025.

27 Bruno Bilquin, EU missions and operations abroad, European Parliamentary Research Services,
29 October 2024.


https://www.eda.europa.eu/what-we-do/eda-in-short
https://www.pesco.europa.eu/
https://www.pesco.europa.eu/
https://www.pesco.europa.eu/
https://www.eeas.europa.eu/eeas/common-security-and-defence-policy_en
https://epthinktank.eu/2024/10/29/eu-missions-and-operations-abroad/
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83 collaborative projects (74 of which are still ongoing) across land, maritime, air, space
and cyber domains.

Article 42(7) TEU forms the legal basis for the EU’s mutual assistance clause. Once
activated by a member state which has been attacked on its territory, the other member
states have an obligation of aid and assistance by all means in their power. This assistance
must be consistent with commitments under NATO (for those member states that are also
NATO allies) and cannot be contrary to the specific character of member states’ security
and defence policy (for those that are not NATO allies). The clause has only been invoked
once, by France, following the terrorist attacks in November 2015. EU member states
regularly hold scenario-based discussions and carry out exercises to increase
understanding on the implementation of the clause, boost readiness and build resilience.
Since March 2026, after Cyprus was targeted by drones during the war between Iran, Israel
and the United States, discussions on how to operationalise the clause have intensified in
order to tackle challenges linked with its practical application?®.

The TFEU empowers the Commission to support the competitiveness of the European
defence industry. This policy domain allows the Commission to facilitate cooperation
between member states in defence research, development and production, without
encroaching on member states’ prerogative to determine their own national defence
priorities and strategies. By promoting defence industry policy, the Commission can play a
role in strengthening the EDTIB through initiatives that encourage joint investment. With
regard to defence, the Treaties effectively position the Commission mainly within its more
traditional competences linked to the internal market, trade and industry. By means of
Council decisions and Council conclusions, the member states may task and invite the
Commission to take further initiatives in the defence sector.

Increasing level of EU ambition

Especially since 2022, EU member states have increasingly recognised that the EU
needs to become more capable in the fields of security and defence. This marked a shift in
EU defence policy, from crisis management and crisis responses outside the EU towards
greater focus on member states’ defence readiness.

On 11 March 2022, only two weeks after the start of Russia’s full-scale war of
aggression against Ukraine, EU heads of state or government put forward the Versailles
Declaration, which called for the bolstering of EU defence capabilities and further decisive
steps towards building European sovereignty. The Strategic Compass for Security and

% EU to game out bloc’s mutual assistance clause in case of attack, Politico, 17 April 2026.


https://www.eeas.europa.eu/eeas/article-427-teu-eus-mutual-assistance-clause_en
https://www.consilium.europa.eu/media/54773/20220311-versailles-declaration-en.pdf
https://www.consilium.europa.eu/media/54773/20220311-versailles-declaration-en.pdf
https://www.eeas.europa.eu/eeas/strategic-compass-security-and-defence-1_en
https://www.politico.eu/article/eu-defense-exercise-mutual-assistance-clause/
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Defence followed a short time later, setting out a plan to increase the EU’s strategic
autonomy and make the EU a stronger and more capable security provider for its citizens.
Elaborated under the lead of the HR/VP in close cooperation with the Commission and the
EDA, the Strategic Compass was approved by all 27 member states on 22 March 2022 and
set a significant benchmark for European security and defence policy as a member
state-driven overarching framework. In response to the Council’s call for a greater ambition
with regard to EU defence, the Commission and the HR/VP presented an analysis of the
defence investment gaps which needed to be closed to achieve these new ambitions.

To support this new level of ambition, the Commission and the EEAS (including the
EUMS) are also working to complement and multiply member states’ individual defence
efforts with a view to “building a true European defence union”?°. The Commission and
the HR/VP have presented several initiatives and strategic documents intended to achieve
defence readiness by 2030 (Figure 2). The central strategic document is the White Paper
for European Defence — Readiness 2030, which lays out options for member states to
collaborate and pool their efforts in closing the capability gaps and strengthening the
EDTIB. According to the Defence Readiness Roadmap 2030, defence readiness entails
developing and acquiring the capabilities that are needed for modern warfare. This
requires Europe to have an industrial base for defence, to give it a strategic advantage and
the necessary independence — with cutting-edge innovation and fast, mass production at
critical times®°.

2% Europe’s choice. Political guidelines for the next European Commission 2024—2029,
Ursula von der Leyen, 18 July 2024.

30 JOIN(2025) 27, Joint Communication on Defence Readiness Roadmap 2030.


https://www.eeas.europa.eu/eeas/strategic-compass-security-and-defence-1_en
https://commission.europa.eu/publications/defence-investment-gaps-and-measures-address-them_en
https://commission.europa.eu/publications/defence-investment-gaps-and-measures-address-them_en
https://commission.europa.eu/document/download/e6d5db69-e0ab-4bec-9dc0-3867b4373019_en?filename=White%20paper%20for%20European%20defence%20%E2%80%93%20Readiness%202030.pdf
https://commission.europa.eu/document/download/e6d5db69-e0ab-4bec-9dc0-3867b4373019_en?filename=White%20paper%20for%20European%20defence%20%E2%80%93%20Readiness%202030.pdf
https://defence-industry-space.ec.europa.eu/document/download/9db42c04-15c2-42e1-8364-60afb0073e68_en?filename=Joint-Communication%20_Defence-Readiness-Roadmap-2030.pdf
https://commission.europa.eu/document/download/e6cd4328-673c-4e7a-8683-f63ffb2cf648_en?filename=Political%20Guidelines%202024-2029_EN.pdf
https://defence-industry-space.ec.europa.eu/document/download/9db42c04-15c2-42e1-8364-60afb0073e68_en?filename=Joint-Communication%20_Defence-Readiness-Roadmap-2030.pdf
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Figure 2 | Timeline of relevant strategic documents and initiatives

Document authors:
@ Commission

@ Council

% HR/VP
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i y
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Defence Industry Transformation @ .
Roadmap European Defence Industry Programme
(EDIP)
. Proposal for a military mobility regulation

Source: ECA, based on information from the Commission, Council and Parliament.

To bolster the core defence strategic framework, the Commission and the HR/VP are
also working on an “holistic” approach to be prepared for conflicts and crises, linking
defence and security. As a recent step in that direction, the 2025 preparedness union
strategy complements the strategic goal of defence readiness. The strategy focuses on
three approaches: an integrated all-hazards approach, a whole-of-society approach and a
whole-of-government approach. This entails preparing for all types of hazard, instead of
addressing them separately. It also means involving all sectors, organisations and citizens,
to ensure coordination and collaboration across government agencies and departments,
while linking the external dimension of security to preparedness measures in the EU.


https://commission.europa.eu/topics/preparedness_en
https://commission.europa.eu/topics/preparedness_en
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The emergence of new technologies which are relevant for both civilian and military
use, and general concern for the resilience of value chains, have also prompted the EU to
consider how to capitalise on civilian-military synergies®*. The evolving nature of modern
conflict, which relies increasingly on disruptive technologies, makes having the
technological edge a decisive factor for military superiority.

EU actions: moving towards preparedness and an
increasingly structured approach

Sharp increase in member states’ defence spending and surge
in EU financial instruments

Since 2022, additional financial resources have been mobilised both at EU and
individual member state levels to address the effects of years of underinvestment. In
response to Russia’s war of aggression against Ukraine, collective annual EU defence
budgets have risen sharply, from €262 billion in 2022 to a combined total of €418 billion
in 2025 (Figure 3). In 2026, member states’ budgets should reach an estimated €454 billion
altogether. Overall, member states’ combined defence spending (in constant prices)
increased by 78.6 % between 2020 and 2025,

31 COM(2025) 484, Commission Communication on the 2025 Strategic Foresight Report.

32 EDA, Defence Data 2025-2026.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52025DC0484
https://eda.europa.eu/docs/default-source/eda-publications/2026-eda_defencedata_webpublic.pdf
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Figure 3 | EU member states’ defence expenditure
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Source: ECA based on EDA, Defence Data 2025-2026 (for the absolute values) and EDA defence data portal
(for the % of GDP).

In 2014, NATO allies agreed to spend at least 2 % of their annual GDP on defence®:.
In 2025, NATO allies committed to higher targets of 3.5 % for core defence spending and
1.5 % for defence and security-related spending (for example to protect critical
infrastructure, defend networks, ensure civil preparedness and resilience, innovate, and
strengthen the industrial base for defence), bringing the total to 5 % of annual GDP
by 2035. Figure 4 shows the defence expenditure of EU member states as a percentage of
GDP for 2024. According to the EDA, all EU NATO allies met or exceeded the 2 % defence
expenditure target>* in 2025.

3 Wales Summit Declaration, NATO, 5 September 2014,

* Defence expenditures and NATO’s 5 % commitment, NATO, 10 April 2026.


https://eda.europa.eu/docs/default-source/eda-publications/2026-eda_defencedata_webpublic.pdf
https://eda.europa.eu/publications-and-data/defence-data
https://eda.europa.eu/docs/default-source/eda-publications/2026-eda_defencedata_webpublic.pdf
https://www.nato.int/cps/en/natohq/official_texts_112964.htm
https://www.nato.int/en/what-we-do/introduction-to-nato/defence-expenditures-and-natos-5-commitment
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Figure 4 | EU member states’ defence expenditure in 2024
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34 These increased resources are used to strengthen national military capabilities and
address long-standing capability gaps (paragraph 29). At the same time, a portion of this
expenditure has been channelled towards military support for Ukraine, either through
bilateral assistance or through the European Peace Facility (EPF) (Box 2). In this regard,
€6.4 billion out of the approximately €75.2 billion that the EU and the member states have
mobilised in military support for Ukraine in the 2022-2025 period?” is channelled through
the EPF.

% EU military support for Ukraine, European Council, 24 April 2026.


https://eda.europa.eu/docs/default-source/brochures/2025-eda_defencedata_web.pdf
https://www.consilium.europa.eu/en/policies/military-support-ukraine/
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Box 2

The European Peace Facility (EPF)

The EPF was set up in March 2021 as a fund outside the EU budget. It consists of
two pillars.

e Assistance measures: increasingly used to support the delivery of lethal and
non-lethal military equipment to partner countries (e.g. ammunition, missiles,
protective equipment, first aid kits).

®  Operations: finances the common costs of CSDP military missions and operations
(the majority of the costs are borne by the participating member states). One of
the major ongoing missions is the EU military assistance mission to Ukraine
(EUMAM Ukraine) (Box 5).

The total financial support allocated via the EPF for the 2021-2027 period amounted
to €17 billion, approximately two thirds of which was allocated to Ukraine.

Source: ECA, based on European Peace Facility - Consilium.

The EDTIB remains highly fragmented, dominated by “national champions” which
primarily serve domestic markets, but also maintain primary export markets outside the
EU3®. In 2021, only around 18 % of the member states’ total defence equipment was
collaboratively procured, and 7 % of defence research and technology expenditure
collaboratively spent. This is well below the respective 35 % and 20 % benchmarks (which
are not translated into binding national targets) set in November 2007 by the EDA’s
Ministerial Steering Board®’. Both collaborative defence equipment procurement and
collaborative research and technology spending have been lagging behind their
benchmarks since they were set*. However, since 2022 the EDA has not consistently
reported on the status of collaborative procurement because of incomplete data from the
member states. The EDA has stated that EU instruments will likely lead to an increase in

3% George, M., et al., Trends in International Arms Transfers 2024, Stockholm International Peace

Research Institute, March 2025.

37 Press release “EU Ministers adopt Framework for Joint European Strategy in Defence R&T

(Brussels, 19 November 2007)” and Defence Data Portal.

38

Defence Data 2020-2021: Key findings and analysis, European Defence Agency, 2022
(Figure 12).


https://www.consilium.europa.eu/en/policies/european-peace-facility/
https://www.sipri.org/sites/default/files/2025-03/fs_2503_at_2024_0.pdf
https://www.consilium.europa.eu/ueDocs/cms_Data/docs/pressData/en/esdp/97140.pdf
https://www.consilium.europa.eu/ueDocs/cms_Data/docs/pressData/en/esdp/97140.pdf
https://eda.europa.eu/publications-and-data/defence-data
https://eda.europa.eu/docs/default-source/brochures/eda---defence-data-2021---web---final.pdf
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collaborative procurement, but that improved tracking in the member states would be

essential to assess the impact of the financial support mechanisms®°.

Through various initiatives over the last few years, the EU has mobilised a range of

financial instruments intended to foster greater cross-border cooperation within the

defence sector, and encourage member states to jointly develop and procure defence

products and capabilities (Figure 5). Each instrument targets specific objectives at different

stages of the capability development lifecycle.

Joint research and development of defence equipment: Preceded by two precursor
programmes“’, the European Defence Fund (EDF) finances collaborative research and
development projects involving consortia from at least three member states. Its aim is
to strengthen the EDTIB and reduce fragmentation. Within this instrument, the EU
Defence Innovation Scheme proposes a targeted set of measures to attract and
support start-ups and SMEs. The EDF has a budget of €7.3 billion under the 2021-
2027 multiannual financial framework (MFF), of which €1.5 billion is directed towards
the Strategic Technologies for Europe Platform initiative. By April 2026, 281 projects
had been selected under calls launched between 2021 and 2025%.

Industrial production capacities: The manufacturing phase and industrial ramp-up
are the next logical steps after the research and development phase. The Act in
Support of Ammunition Production (ASAP) is endowed with €500 million and is
intended to reinforce and ramp up ammunition production across Europe. Its main
objective is to support the urgent delivery of ammunition and missiles to Ukraine and
help member states replenish their stocks. In March 2024, the Commission selected
31 projects for 2024 and 2025 to assist European industry in five areas: explosives,
powder, shells, missiles and testing capacity.

Cooperation in defence procurement: The purpose of the European defence industry
reinforcement through common procurement Act (EDIRPA)*? is to support more
efficient defence procurement, with €300 million of funding from the EU budget. In
November 2024, five proposals were selected in three priority areas (ammunition, air

39 Defence Data 2024-2025, European Defence Agency, 2025.

40" The Preparatory Action on Defence Research (PADR) and the European Defence Industrial

Development Programme (EDIDP).

41 European Defence Fund (EDF) - Official Webpage of the European Commission. - Defence

Industry and Space.

42

defence industry through common procurement (EDIRPA).

Regulation (EU) 2023/2418 on establishing an instrument for the reinforcement of the European


https://defence-industry-space.ec.europa.eu/eu-defence-industry/european-defence-fund-edf-official-webpage-european-commission_en
https://strategic-technologies.europa.eu/index_en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32023R1525
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32023R1525
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L_202302418
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L_202302418
https://eda.europa.eu/docs/default-source/brochures/2025-eda_defencedata_web.pdf
https://defence-industry-space.ec.europa.eu/eu-defence-industry/preparatory-action-defence-research-padr_en
https://defence-industry-space.ec.europa.eu/eu-defence-industry/european-defence-industrial-development-programme-edidp_en
https://defence-industry-space.ec.europa.eu/eu-defence-industry/european-defence-industrial-development-programme-edidp_en
https://defence-industry-space.ec.europa.eu/eu-defence-industry/european-defence-fund-edf-official-webpage-european-commission_en
https://defence-industry-space.ec.europa.eu/eu-defence-industry/european-defence-fund-edf-official-webpage-european-commission_en
https://eur-lex.europa.eu/eli/reg/2023/2418/oj/eng

24

and missile defence, platforms and the replacement of legacy (outdated) systems),
involving a total of 20 member states, with an average of six participants per project.

Figure 5 | Funding instruments for the EU defence industry, financed or
guaranteed by the EU budget as of 2026
@ Research and development

@ Ramp up of production capacities
@ Joint procurement
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PADR - Preparatory Action on Defence Research

EDIDP - European Defence Industrial Development Programme

EDF - European Defence Fund
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EDIP - European Defence Industry Programme

EDIRPA - European defence industry reinforcement through common procurement Act
SAFE - Security Action for Europe

Source: ECA, based on information from the Commission, Council and Parliament.

The European Defence Industry Programme (EDIP) introduces a distinct approach
within the set of EU defence instruments managed by the Commission. The EDIP combines
regulatory, financial and coordination measures in a single instrument (Annex I).
Amounting to €1.5 billion over the 2026—-2027 period, it “aims to achieve defence
industrial readiness by bridging the gap between short-term emergency measures, such as
the EDIRPA and ASAP, and a structural, long-term approach”.


https://defence-industry-space.ec.europa.eu/eu-defence-industry/edip-forging-europes-defence_en
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Unlike the previously mentioned EU defence instruments, which are in the form of
grants, the €150 billion Security Action for Europe (SAFE) adopted in May 2025 provides
loans on favourable terms — financed through EU borrowing on capital markets — to
member states on the basis of national defence industry investment plans and subsequent
loan agreements and operational arrangements. Nineteen member states*? expressed
interest in participating as of early 2026, and by mid-April 2026 the Council had adopted
implementing decisions for all of them except Hungary. The beneficiary member states
repay the loans typically over long maturities of up to around 45 years**. At the same time,
these loans are provided under certain conditions, such as having a common procurement
requirement, rules on component origin, establishment and control of contractors
(Annex Il), and contribution to objectives such as ensuring interoperability and
interchangeability across the EU. Taken together, these elements reinforce the
Commission’s role in shaping the EU’s industrial policy for defence. Annex Il presents an
overview of the EU funding by member state and instrument, based on available data.

In view of the next 2028-2034 MFF, the Commission has proposed consolidating
several existing defence instruments into a single funding vehicle, the European
Competitiveness Fund (ECF)“°. This configuration reflects the EU’s intention to streamline
current fragmented initiatives while prioritising investments to strengthen resilience and
support the defence industry base — throughout the whole investment journey, from
research and development to procurement and maintenance. The allocation within the
ECF for resilience and security, the defence industry, and space, constitutes the fund'’s
largest component, representing around €125 billion (in current prices) out of a total of
€234 billion, i.e. approximately 53 % of the proposed overall allocation. In addition, the
proposed European fund for the 2028-2034 period also includes supporting defence
capabilities and security as one of its specific objectives.

43 Belgium, Bulgaria, Czechia, Croatia, Cyprus, Denmark, Estonia, Finland, France, Greece, Hungary,
Italy, Latvia, Lithuania, Poland, Portugal, Romania, Slovakia, Spain. Security Action for
Europe — Commission website.

4 Council Regulation (EU) 2025/1106 on establishing the Security Action for Europe (SAFE)
through the Reinforcement of the European Defence Industry Instrument.

45 Proposal for a Regulation of the European Parliament and of the Council on establishing the

European Competitiveness Fund (ECF), including the specific programme for defence research
and innovation activities, 16 July 2025.


https://defence-industry-space.ec.europa.eu/eu-defence-industry/safe-security-action-europe_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52025PC0565R(01)
https://defence-industry-space.ec.europa.eu/eu-defence-industry/safe-security-action-europe_en
https://defence-industry-space.ec.europa.eu/eu-defence-industry/safe-security-action-europe_en
https://eur-lex.europa.eu/eli/reg/2025/1106/oj/eng
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52025PC0555
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Most of the above defence funding instruments include clauses that refer to the “EU
preference principle”. This principle requires that defence products and components
funded by EU instruments must be predominantly sourced from entities established and
operating within the EU or associated countries, to strengthen the EDTIB and reduce
reliance on third countries (i.e. countries other than EU member states and associated
countries). The clauses also specify who should be able to make changes to the product
design and who owns the intellectual property (Annex Ii).

Updated rules to facilitate access to funds and improve
military mobility

Recent changes to existing EU rules have focused on simplifying access to funding for
defence initiatives, either by simplifying rules or by allowing unspent funds from other
programmes to be redirected to defence, including military mobility. The changes are also
intended to remove regulatory barriers to military mobility. Two examples follow below.

e Since 2025, member states have had the possibility to support defence and dual-use
investments through cohesion policy funds. Member states consequently
reprogrammed €11.9 billion of 2021-2027 cohesion policy funds to strengthen their
defence industry capabilities, military mobility, civil preparedness and skills
development?®,

e Member states have also the possibility to redirect unspent post-COVID Recovery and
Resilience Facility (RRF) funds towards defence®’. For instance, in May 2025, the
Commission approved Poland’s request to repurpose nearly €6 billion of RRF funds
for defence-related investments by the end of 2026,

Annex Il presents an overview of the EU funding by member state and instrument, based
on available data.

% European Commission press release, “€34.6 billion in cohesion policy funds reallocated to

address EU’s strategic priorities”, 25 March 2026.

47

Article 5 of Regulation (EU) 2025/2643 establishing the European Defence Industry Programme
(“EDIP Regulation”).

4 “Brussels approves Poland’s use of post-COVID funds for defence”, Euronews, 27 May 2025.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32025R1914&qid=1782974524693
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32025R1914&qid=1782974524693
https://ec.europa.eu/commission/presscorner/detail/en/ip_26_709
https://ec.europa.eu/commission/presscorner/detail/en/ip_26_709
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L_202502643
https://www.euronews.com/my-europe/2025/05/27/brussels-approves-polands-use-of-post-covid-funds-for-defence
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There have also been other significant changes to the EU regulatory framework.

e  Changes were made to make it easier for five existing EU programmes and
initiatives*’ to support projects with dual-use or defence applications, in particular
through the “mini-omnibus for defence”°.

e The Defence Readiness Omnibus proposed further simplification of legal and
administrative frameworks relating to defence preparedness, such as accelerating
permit-granting for defence readiness projects and easing environmental
requirements.

e Inparallel, by mid-2026, 18 member states°' had been granted additional fiscal
flexibility by activating the national escape clause (NEC). The NEC allows a member
state to temporarily exceed budgetary limits (during the 2025-2028 period) where
this results from increased defence expenditure, while still respecting certain
conditions (for example, maximum additional spending of up to 1.5 % of GDP per
year beyond the normal fiscal trajectory). If all member states were to use this
flexibility to the maximum allowed level, the Commission estimated that the NEC
could create around €650 billion in additional fiscal space for defence spending across
the EU over the period>?. The actual use of the NEC is, however, likely to be much
lower®3,

Beyond the mobilisation of additional funding, both the Commission and the
European Investment Bank (EIB) have introduced adjustments to existing regulatory
frameworks to facilitate and accelerate investment in defence-related activities. In line with
the proposals endorsed by EU leaders at the Special European Council of 6 March 2025,
the EIB’s Board further broadened the eligibility criteria for financing the European security
and defence sector, with a view to limiting exclusions>*. Furthermore, since the adoption of

4 Strategic Technologies for Europe Platform, European Defence Fund, Digital Europe Programme,

Horizon Europe, Connecting Europe Facility.

0" Council of the EU press release, “EU investments in defence: Council and Parliament agree to

support faster, more flexible and coordinated investments in European defence”,
5 November 2025.

1 Austria, Belgium, Bulgaria, Croatia, Czechia, Denmark, Estonia, Finland, Germany, Greece,

Hungary, Latvia, Lithuania, Poland, Portugal, Slovakia, Slovenia, Spain.

2 Sebastian Clapp, “EU defence funding”, EPRS, October 2025.

>3 The National Escape Clause in practice: Early evidence from the 2025 European Semester.

>4 EIB steps up financing for European security and defence and critical raw materials, EIB,

21 March 2025.


https://defence-industry-space.ec.europa.eu/eu-defence-industry/defence-readiness-omnibus_en
https://www.consilium.europa.eu/media/tzkadtec/20250306-european-council-conclusions-en.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32024R0795&qid=1767799981808
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021R0697&qid=1767800180834
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021R0694&qid=1767800082066
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021R0695&qid=1767800129707
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021R1153&qid=1767799730138
https://www.consilium.europa.eu/en/press/press-releases/2025/11/05/eu-investments-in-defence-council-and-parliament-agree-to-support-faster-more-flexible-and-coordinated-investments-in-european-defence/
https://www.consilium.europa.eu/en/press/press-releases/2025/11/05/eu-investments-in-defence-council-and-parliament-agree-to-support-faster-more-flexible-and-coordinated-investments-in-european-defence/
https://www.europarl.europa.eu/RegData/etudes/ATAG/2025/777937/EPRS_ATA(2025)777937_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/BRIE/2025/779841/ECTI_BRI(2025)779841_EN.pdf
https://www.eib.org/en/press/all/2025-156-eib-steps-up-financing-for-european-security-and-defence-and-critical-raw-materials
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the €8 billion Strategic European Security Initiative in March 2022, the EIB has supported
investment in dual-use security and defence. It does this by financing research, innovation
and infrastructure projects with both civilian and military relevance, including in areas such
as space, cybersecurity, artificial intelligence and critical infrastructure protection.

Complementing the funding for transport infrastructure through the Connecting
Europe Facility (CEF) for the 2021-2027 period, the Commission and the HR/VP presented
a Military Mobility Package in November 2025. The aim of the package is to facilitate the
movement of military personnel and assets across member states (Box 3). To support
related investments, the Commission’s proposal for the next MFF (2028—2034) emphasises
a tenfold increase in the available budget for military mobility, from €1.7 billion under the
current MFF to a proposed budget of €17.7 billion under the future CEF.

Box 3

Military mobility package

EU member states’ ability to respond to crises is constrained by continuing obstacles
to the cross-border movement of military personnel and equipment. Military mobility
has therefore been identified as a key priority in both the White Paper for European
Defence — Readiness 2030 and in the Defence Readiness Roadmap 2030, and has also
been identified as a priority area for EU-NATO cooperation. The Commission and the
HR/VP launched an Action Plan on military mobility in March 2018, which was revised
in 2022 (Action Plan 2.0).

However, design weaknesses and mixed results hampered the implementation of
Action Plan 2.0, as highlighted in our 2025 special report on military mobility which
recommended improvements in different areas including governance, funding
predictability and the selection of dual-use infrastructure projects. Consequently, in
November 2025, the Commission and the HR/VP proposed a military mobility package
to tackle these challenges. The package combines a proposal for a regulation with a
joint communication and sets out measures intended to streamline cross-border
procedures and improve coordination.

Developed in close coordination with the EDA, and after consultation with NATO, the
package aims to set up an EU-wide military mobility area by the end of 2027, as a first
step towards progressively achieving a “military Schengen”.


https://transport.ec.europa.eu/news-events/news/commission-moves-towards-military-schengen-and-transformation-defence-industry-2025-11-19_en
https://commission.europa.eu/document/download/e6d5db69-e0ab-4bec-9dc0-3867b4373019_en?filename=White%20paper%20for%20European%20defence%20%E2%80%93%20Readiness%202030.pdf
https://commission.europa.eu/document/download/e6d5db69-e0ab-4bec-9dc0-3867b4373019_en?filename=White%20paper%20for%20European%20defence%20%E2%80%93%20Readiness%202030.pdf
https://defence-industry-space.ec.europa.eu/eu-defence-industry/readiness-roadmap-2030_en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52018JC0005
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52022JC0048
https://www.eca.europa.eu/ECAPublications/SR-2025-04/SR-2025-04_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52025PC0847&qid=1786517781449
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52025JC0846&qid=1785478902110
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Evolving governance framework

Although the governance framework for EU defence policy remains primarily defined
by the Treaties (paragraph 20), the increasing prominence of defence matters has been
reflected in several recent developments.

e The Commission set up the Directorate-General for Defence Industry and Space
(DG DEFIS) in January 2020, marking the first Commission directorate-general
specifically dedicated to space and defence industry policy.

® In 2024, the Commission assigned — for the first time — a specific Commissioner
portfolio for defence and space, signalling a stronger political prioritisation of this
area.

e The European Parliament reinforced its oversight in December 2024 by upgrading the
Subcommittee on Security and Defence (SEDE) to make it a full committee, increasing
its legislative, oversight and institutional powers.

e The EEAS has been restructured since 2022 and a defence policy unit has been
created. The CSDP dimension was strengthened with a Security and Defence
Partnerships unit, and an integrated and strategic planning unit for civilian and
military missions.

e In 2024, the EU Ministers of Defence adopted the EDA’s new long-term review, which
expanded the EDA’s core tasks, with a stronger focus on supporting member states
through the full military capability development cycle. In October 2025, the European
Council called for the EDA to be strengthened further so that it can fully exercise its
role in the fields of defence capability development, research and acquisition.

Taken together, these developments demonstrate that the EU increasingly considers
defence as a distinct policy area. Consequently, EU institutions have established dedicated
governance structures, reinforced political oversight, and expanded parliamentary scrutiny.
This is a significant shift from the previous approach, under which defence was primarily
treated as a component of external action.


https://eda.europa.eu/docs/default-source/documents/2024-long-term-review-of-the-european-defence-agency.pdf
https://www.consilium.europa.eu/media/d2nhnqso/20251023-european-council-conclusions-en.pdf
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Council decisions in the field of defence are generally adopted unanimously, allowing

any member state to block or limit action at EU level (paragraph 22). Nevertheless, both

the European Parliament>> and several EU member states°® have advocated for a broader

use of qualified majority voting, arguing that such a shift would strengthen the EU’s

capacity to respond to geopolitical challenges. In a context of growing geopolitical urgency

following Russia’s war of aggression against Ukraine, member states and EU institutions

have increasingly explored treaty-based flexibilities to facilitate decision-making while

preserving political unity (Box 4).

Box 4

Decision-making flexibilities provided for in the Treaties

Article 31(1) TEU allows a member state to abstain from a vote and qualify its
abstention through a formal declaration (“constructive abstention”). This mechanism
means that a decision can still be adopted without requiring the abstaining state to
apply it. Since February 2022, this provision has been used in the context of decisions
related to EU support to Ukraine, including the establishment of the EUMAM Ukraine.

Flexibility has also emerged through the increasing use of the TFEU legal bases for
defence industry policy initiatives, such as ASAP, the EDIRPA and the EDIP, which have
been adopted under internal market provisions and are therefore subject to qualified
majority voting rather than the requirement for unanimity that generally applies
under the CSDP framework.

Article 20 TEU allows a group of member states to proceed when unanimity cannot be
reached. In this case, a decision authorising enhanced cooperation will be adopted by
the Council as a last resort. Council Decision (EU) 2026/258 of 29 January 2026
authorised enhanced cooperation for the establishment of a €90 billion loan to
Ukraine, allowing 24 member states to proceed without the participation of the

3 others (Hungary, Slovakia and Czechia), which opted out. However, the practical
mobilisation of EU budget guarantees and any amendment to the MFF Regulation
necessary to provide budgetary backing were separate steps governed by the MFF
procedure, which requires unanimity in the Council.
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European Parliament resolution of 28 February 2024,paragraph 21.

Joint article by the foreign ministers of Belgium, Germany, Luxembourg, the Netherlands,
Romania, Slovenia and Spain: “It’s time for more majority decision-making in EU foreign policy”,
Politico EU, 12 June 2023.


https://eur-lex.europa.eu/eli/dec/2026/258/oj/eng
https://www.europarl.europa.eu/doceo/document/TA-9-2024-0105_EN.html
https://www.auswaertiges-amt.de/en/newsroom/news/qualified-majority-voting-2601328
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The development of a defence partnership with Ukraine and
closer links with NATO and other partners

Defence cooperation between the EU and Ukraine has intensified significantly since
Russia’s full-scale invasion of Ukraine. It consists of military support for the Ukrainian
armed forces, joint procurement by member states for Ukraine under the EDIRPA and the
EDIP, and the delivery of ammunition and missiles, financed through the EPF (Box 2). It also
incorporates training for Ukrainian soldiers through the EUMAM Ukraine (Box 5), and the
possibility for Ukraine’s defence industry to participate in the EDF, the EDIP (including its
dedicated Ukraine Support Instrument) and SAFE projects. These successive steps resulted
in formalising a new framework for long-term security cooperation, namely the Joint
Security Commitments, signed between the EU and Ukraine on 27 June 2024.

In November 2025, the Council and the European Parliament agreed that Ukrainian
companies would be able to participate in EDF projects and receive funding once the EDF
association agreement enters into force. The EU Defence Industry Transformation
Roadmap (published in November 2025 — Figure 2) describes how to further leverage the
lessons learned from Ukraine’s wartime experiences, particularly by strengthening the role
of the EU Defence Innovation Office in Kyiv and by monitoring military technological
developments and innovation, including through BraveTech EU. BraveTech EU is expected
to accelerate the development, testing and deployment of advanced defence solutions,
fostering direct collaboration between Ukrainian and EU companies.

Box 5

EUMAM Ukraine

The EUMAM Ukraine aims to strengthen the capacity of the Ukrainian armed forces to
defend Ukraine’s territorial integrity. All mission activities are located on EU soil. So far,
24 EU member states have offered training modules and personnel. The mission has
expanded significantly since its launch in 2022. By July 2026, more than 95 000
Ukrainian soldiers had been trained, compared to around 75 000 by early 2025. The
mission is financed through the EPF (Box 2) which also supports the provision of lethal
and non-lethal equipment used for training. As of November 2025, funding allocated
under the EPF amounted to approximately €610 million, including €435 million for
common costs and €175 million for equipment.

Source: EU Military Assistance Mission in support of Ukraine (EEAS) and EU military support for Ukraine,
(Council).


https://www.consilium.europa.eu/media/oredhmis/eu-ukraine-security-commitments-en.pdf
https://www.consilium.europa.eu/media/oredhmis/eu-ukraine-security-commitments-en.pdf
https://data.consilium.europa.eu/doc/document/ST-15092-2025-INIT/en/pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52025DC0845&qid=1785503404008
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52025DC0845&qid=1785503404008
https://defence-industry-space.ec.europa.eu/eu-defence-industry/bravetech-eu_en
https://www.eeas.europa.eu/eumam-ukraine_en?s=410260
https://www.consilium.europa.eu/en/policies/military-support-ukraine/#training
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The White Paper for European Defence — Readiness 2030 considers Ukraine as a
strategic partner and calls for an integration of the respective defence industries. Ukraine’s
status as an EU candidate country potentially embeds defence cooperation in a
longer-term perspective. The relationship between the EU and Ukraine is not one-way, but
is rather a form of strategic cooperation that enables the EDTIB to expand through joint
production, research and innovation. While providing significant opportunities for
capability development, this cooperation also tests the EU’s ability to align on long-term
strategic objectives.

The EU and NATO share common security challenges. As emphasised in the White
Paper for European Defence — Readiness 2030, “EU-NATO cooperation is an indispensable
pillar for the development of the EU’s security and defence dimension”>’. To fulfil its tasks,
NATO maintains a full-spectrum deterrence and defence posture, including nuclear,
conventional and ballistic missile defence capabilities. It has a clear political-military chain
of command®8, supported by a structure composed of permanent multinational
headquarters at strategic, operational and tactical levels.

Relations between the EU and NATO were formalised in 2001 and are built on
three joint declarations (2016, 2018 and 2023). Cooperation between both organisations in
the form of structured dialogues covers a wide range of issues, such as resilience, emerging
and disruptive technologies, the defence industry and military mobility>°. The structured
dialogue on military mobility has been in place since 2018 and is often quoted as a
successful example of the cooperation between EU and NATO®C. Both organisations also
regularly coordinate on matters relating to Ukraine.

Cooperation between NATO and the EU with regard to military support for Ukraine has
deepened significantly. In addition, in January 2023 both organisations reaffirmed their
joint commitment to strengthening and expanding their cooperation. In June 2025, NATO
allies committed to investing more in defence (paragraph 33 and Figure 4).

7 White Paper for European Defence — Readiness 2030, European Commission, March 2025,

p. 18.
8 Richard D. Hooker, Jr., “A new NATO command structure”, Atlantic Council, May 2024.

9 Eleventh progress report on the implementation of the common set of proposals endorsed by

EU and NATO Councils on 6 December 2016 and 5 December 2017.

0" Sebastian Clapp, Monika Kiss and Mathias Gullentops, “Military mobility”, EPRS, July 2025.


https://commission.europa.eu/document/download/e6d5db69-e0ab-4bec-9dc0-3867b4373019_en?filename=White%20paper%20for%20European%20defence%20%E2%80%93%20Readiness%202030.pdf
https://commission.europa.eu/document/download/e6d5db69-e0ab-4bec-9dc0-3867b4373019_en?filename=White%20paper%20for%20European%20defence%20%E2%80%93%20Readiness%202030.pdf
https://commission.europa.eu/document/download/e6d5db69-e0ab-4bec-9dc0-3867b4373019_en?filename=White%20paper%20for%20European%20defence%20%E2%80%93%20Readiness%202030.pdf
https://www.nato.int/en/about-us/official-texts-and-resources/official-texts/2016/07/08/joint-declaration
https://www.nato.int/cps/en/natohq/official_texts_156626.htm
https://www.nato.int/en/about-us/official-texts-and-resources/official-texts/2023/01/10/joint-declaration-on-eu-nato-cooperation
https://commission.europa.eu/document/download/e6d5db69-e0ab-4bec-9dc0-3867b4373019_en
https://www.atlanticcouncil.org/wp-content/uploads/2024/05/A-New-NATO-Command-Structure.pdf
https://data.consilium.europa.eu/doc/document/ST-10323-2026-INIT/en/pdf
https://www.europarl.europa.eu/RegData/etudes/BRIE/2025/775860/EPRS_BRI(2025)775860_EN.pdf
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The EU has also been working on greater cooperation with selected partners, including
through security and defence partnerships, 12 of which had been concluded by late
March 2026°*. While not defence agreements as such, these partnerships establish regular
consultation and structured dialogues between these partner countries and the EU on a
wide range of defence issues, including military mobility, hybrid and cyber threats and
maritime security.

Challenges and opportunities arising from the
evolving EU defence policy

Developing defence capabilities
Watershed moment for the EDTIB

The post-2022 EU policy agenda represents a launchpad for the EDTIB. One key factor
is the notable increase in defence spending across member states (paragraph 32). This
surge in demand creates a structural opening for the European defence industry to expand
its production capacity, increase investment in research and development and reduce
strategic dependencies on non-European suppliers. Moreover, integrating defence and
dual-use aspects into other areas such as artificial intelligence and quantum technologies
has the potential to boost EU progress and reduce dependencies on non-EU countries.
Recent conflicts in the Middle East have raised concerns about the United States’ capacity
to supply weapons to EU member states and Ukraine in a timely manner, given the
significant drawdown of its own stockpiles. This could trigger the EU to reduce its reliance
on non-EU suppliers, particularly those based in the US®.

In addition to member states’ increasing expenditure on defence, EU funding is made
available through different instruments (paragraph 36) to incentivise cross-border
cooperation and collaborative procurement between member states’ national defence
industries, encouraging them to function increasingly as a coherent, interoperable whole

61 Ghana (24 March 2026), Australia (18 March 2026), Iceland (18 March 2026), India
(27 January 2026), Canada (23 June 2025), United Kingdom (19 May 2025), Albania
(18 December 2024), North Macedonia (19 November 2024), South Korea (4 November 2024),
Japan (1 November 2024), Norway (28 May 2024), Moldova (21 May 2024).

62 Luigi Scazzieri and Giuseppe Spatafora, Assessing the damage: What the Iran war really means

for Europe’s defence, European Union Institute for Security Studies, 9 April 2026.


https://www.consilium.europa.eu/en/policies/security-defence-partnerships/
https://www.iss.europa.eu/publications/commentary/assessing-damage-what-iran-war-really-means-europes-defence
https://www.iss.europa.eu/publications/commentary/assessing-damage-what-iran-war-really-means-europes-defence
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(EDTIB integration). For the first time, EDTIB development and integration is a core
objective of the European industrial and security strategic framework.

Ambitious goal to achieve defence readiness by 2030

Despite ambitious EU plans (paragraph 27-31), achieving the goal of defence readiness
by 2030 is challenging. While acknowledging that the EU can make substantial progress
towards this goal by 2030 (as demonstrated by the increased spending on defence and the
rapid expansion of ammunition production), think-tanks and defence analysts consistently
highlight ongoing major constraints: fragmented national systems, industrial bottlenecks,
slow political coordination and continued reliance on the United States. While the EU and
its member states may gradually become stronger players within NATO, achieving strategic
autonomy and the ability to independently sustain high-intensity military operations
by 2030 will be challenging®®. The annual defence readiness report, due in October 2026,
will provide the first set of information on progress and the current state of play.

Although defence budgets have risen, these increases may nonetheless still be
insufficient to achieve the desired goals. For example, in an area such as military mobility,
where an assessment of capability gaps has now been carried out, available EU funding
remains limited in relation to identified needs. According to Commissioner Kubilius’s
statement in March 2025, investment requirements for adapting transport infrastructure
to military standards amount to around €70 billion — while only €1.7 billion was allocated
under the CEF for 2021-2027, and the proposed budget for 2028-2034 is €17.7 billion. In
our opinion on the EDIP, we highlighted the risk that the proposed budget of €1.5 billion
may not be commensurate with the proposal’s objectives.

EU preference clauses (paragraph 40) aim to reduce strategic dependencies and build
long-term industrial resilience within the EDTIB. Yet, as the 2024 Coordinated Annual
Review on Defence report observed, many member states turned to non-European
manufacturers in 2022-2023 to rapidly address capability gaps because the EDTIB was
perceived as lacking in capacity and had longer lead times. Strict sourcing requirements
can delay procurement processes and increase costs precisely when operational readiness
is most urgent. Off-the-shelf acquisitions from non-European suppliers can deliver faster
and at a lower cost in the short term. However, they can also have a negative long-term
impact on the overall coherence and future developments of EU armed forces, replicating
interoperability problems, and creating dependency and security of supply risks. The core

% Progress and Shortfalls in Europe’s Defence: An Assessment, International Institute for Strategic
Studies, September 2025.

4 EPRS briefing, Military mobility, July 2025.


https://www.eca.europa.eu/ECAPublications/OP-2024-02/OP-2024-02_EN.pdf
https://eda.europa.eu/docs/default-source/documents/card-report-2024.pdf
https://eda.europa.eu/docs/default-source/documents/card-report-2024.pdf
https://www.iiss.org/publications/strategic-dossiers/progress-and-shortfalls-in-europes-defence-an-assessment/
https://www.europarl.europa.eu/RegData/etudes/BRIE/2025/775860/EPRS_BRI(2025)775860_EN.pdf
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challenge, as the CARD report underlines, is striking the right balance between short-term
operational priorities and long-term strategic investments.

Lack of a harmonised EU capability development planning process

According to the EDA, capability development planning is a process led by the member
states to establish the necessary military forces and equipment to meet their objectives or
to counteract threats. The EU does not have a common fully fledged planning process
beyond CSDP missions and operations, but several coordination tools are managed at
intergovernmental level to facilitate collaborative capability development between the
member states (Box 6).

Box 6

Capability development planning tools relevant for the EU

Coordinated by the EUMS, the Capability Development Mechanism (CDM) was
established in 2003 as a military-driven process to identify the military requirements
necessary to meet the EU’s needs for CSDP missions and operations. The CDM is
undergoing a revision to develop the EU Defence Capability Planning Process,
intended to become the EU’s standard framework for capability planning. It aims to
support identification of military capability shortfalls beyond the CSDP focus, covering
member states’ most urgent needs for the full spectrum of operations.

The EDA has been producing and updating a capability development plan since 2008,
in close collaboration with the member states and with contributions from the
European Union Military Committee and the EUMS. The plan provides a picture of
European military capabilities and helps member state defence planners to identify
priorities and opportunities for cooperation.

Launched in 2017, the Coordinated Annual Review on Defence is a two-year cycle that
provides member states with an overview and analysis of the EU defence landscape,
and proposes recommendations for collaborative opportunities in capability
development and acquisition. It is conducted by the EDA, in cooperation with the
EEAS and the member states.

NATO’s defence planning process is a structured, recurring process, based on common
goals and operational scenarios to determine and allocate the capabilities that the
allies require. This process applies to EU member states that are also NATO allies.


https://eda.europa.eu/what-we-do/eu-policies/autonomous-systems/capability-development
https://www.europarl.europa.eu/RegData/etudes/ATAG/2024/759619/EPRS_ATA(2024)759619_EN.pdf
https://eda.europa.eu/what-we-do/all-activities/activities-search/capability-development-plan
https://eda.europa.eu/what-we-do/EU-defence-initiatives/coordinated-annual-review-on-defence-(card)
https://www.nato.int/en/what-we-do/introduction-to-nato/nato-defence-planning-process
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The 2023 update of the capability development plan identified 22 key priorities. They

I”

range from “traditional” gaps in strategic enablers (such as air-to air refuelling, command
and control) for which dependence on non-EU suppliers is substantial, to newly identified
gaps evidenced by warfare conditions observed in Ukraine (such as low-cost drones and air

defence systems).

Differently from the NATO top-down planning process, capability planning in the EU is
neither cyclical nor linear, but largely follows a bottom-up logic, with member states
identifying their own needs. Experts have noted that no publicly available document fully
explains the process®®, and that defence planning had remained stuck at a national, rather
than at a European level®®. This can lead to fragmented investments, duplication or
ongoing capability gaps. The challenge therefore lies in steering national spending towards
collectively agreed priorities, and ensuring that resources are directed towards filling the
most critical gaps for European defence readiness as a whole. In our 2019 review on EU
defence, we highlighted the lack of an effective EU planning process as a performance risk
associated with EU defence programmes.

The defence readiness roadmap 2030 mentions nine “initial priority capability areas”.
It also acknowledges the need for a more systemic approach that would successfully turn
shared priorities into coordinated national decisions and industrial output. To that end, it
states that the EUMS is carrying out a classified overview to provide insights on capability
shortfalls, which will be updated on an annual basis. This will feed into the EDA’s existing
defence planning frameworks such as the coordinated annual review on defence®’. At the
time of writing, this new process had not yet been formalised.

Challenges linked to funding

Increased budgets within a limited timeframe

While increased funding may present opportunities for industry, it also carries risks.
Member states are rapidly boosting their defence spending to meet targets set by
organisations like NATO (Figure 4), in addition to their own national benchmarks. However,
these input-focused targets lack performance requirements and do not align with the
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principles of economy, efficiency, or effectiveness®®. This approach can lead to higher
expenditure that may only have a limited impact on the capability gaps that exist. In the
current, rapidly evolving security context, it may also prioritise immediate operational
needs over long-term strategic investments, both moving away from collaborative,
intra-EU procurement and potentially further increasing reliance on defence equipment
from non-EU suppliers.

As mentioned in paragraph 42, 18 member states activated the NEC for additional
defence spending. Analysis carried out by the European Central Bank®® shows that there is
a risk it will take longer for government debt to drop due to this NEC activation. Already
in 2018, we reported on the risk that convergence towards public debt targets may not be
reached due to the extensive use of the Commission’s discretionary powers and flexibility
clauses’®.

Increased defence sector budgets must be considered within the context of defence
cost inflation, which frequently exceeds general inflation rates. Even significant increases in
budgets may only yield modest gains in actual capability improvements’. The
comparatively higher inflation rate is a long-term trend, characteristic of the defence
sector, with its roots in technological competition which is highly reliant on innovation. This
means that even for an increasing or constant defence budget, the relatively high inflation
rate can hamper the purchasing power of the member states’?.

In addition, increased budgets create certain bottlenecks that can make it difficult to
use the allocated funds. Reliable access to materials, key components and skilled
personnel are vital for the defence industry to absorb the increased funds. Security of
supply is crucial, particularly in times of crisis’®. Innovation depends on reliable access to

8 |s EU defence ready to secure peace? ECA Journal 02/2025 (pp. 57-62).

8 Medium-term fiscal-structural plans under the revised Stability and Growth Pact, European

Central Bank, March 2025.

70" Special report 18/2018: “Is the main objective of the preventive arm of the Stability and Growth

Pact delivered?”

7L NATO’s new spending target: challenges and risks associated with a political signal, Stockholm

International Peace Research Institute.

72°C(2024) 4822, Commission staff working document for a European Defence Industry
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3 Guidance note - Security of supply, European Defence Agency.
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materials and components for the industry’“. Furthermore, the defence industry struggles
to both attract and retain qualified staff, facing fierce competition for talent from the
civilian sector. Security clearance procedures — such as citizenship requirements — not only
restrict movement within the EU but also hinder access to global talent pools’>. Unless
these structural conditions are met, allocated funds might not translate into expenditure.

Financial implications of EU loans

The EU is increasingly using loans backed by the EU budget. In the field of defence,
there is the SAFE instrument of €150 billion (paragraph 38) and the €90 billion loan to
support Ukraine (of which €60 billion is for defence) (paragraph 48). For such loans, the
Commission borrows the necessary funds on the capital markets. We have repeatedly
warned that, in the absence of provisioning, any losses relating to the loans will have to be
covered by the EU budget margin known as “headroom”’®. This could potentially result in
a call for additional contributions from member states. Moreover, loans that are backed by
this budget margin are continuing to increase, putting yet more pressure on the
headroom. In this context, in our opinion 04/2026 we noted that the Commission may
need to reassess whether the newly proposed own resources ceiling of 1.8 % in the
framework of the new 2028-2034 MFF would still be adequate.

Multiple funding instruments

For the 2028-2034 period, the Commission presented a budget of around €125 billion
within the proposed ECF for the resilience and security, defence industry, and space policy
window. Even in the absence of an indicative breakdown by sub-policy and
sub-component, this clearly represents a significant increase which confirms the EU’s
strategic direction in the field of defence. The ECF will group the four instruments (ASAP,
the EDF, the EDIRPA and part of the EDIP) under one programme, thereby covering all the
investment cycle phases.

As we noted in our opinion 01/2026, several of our audits identified shortcomings in
the coordination between EU and national funding streams. Under the current proposal,
the ECF would coexist with other EU instruments supporting the same sectors and similar
types of investment, such as the European Fund and the CEF. We noted that some
investments, such as in military mobility, are also eligible for funding under other EU

74 COM(2025) 845, Commission Communication on EU Defence Industry Transformation

Roadmap.
> Ibid.
76

Opinion 07/2026 concerning the proposal for a Regulation of the European Parliament and of
the Council establishing Global Europe, paragraph 66.


https://www.eca.europa.eu/ECAPublications/OP-2026-04/OP-2026-04_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52025PC0555
https://www.eca.europa.eu/ECAPublications/OP-2026-01/OP-2026-01_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52025PC0565R(01)
https://defence-industry-space.ec.europa.eu/document/download/513de692-d08c-40cc-80c3-cb6611ace178_en?filename=EU-Defence-Industry-Transformation-Roadmap.pdf
https://www.eca.europa.eu/ECAPublications/OP-2026-07/OP-2026-07_EN.pdf
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instruments. It would therefore remain a challenge to properly target the EU funds, ensure
complementarity and avoid overlaps with national funding instruments.

New funding mechanisms

The Financial Regulation provides for the implementation of EU funding instruments
using a delivery model known as financing not linked to costs (FNLC)’’, which was initially
rolled out on a large scale in 2021 through the RRF, and has since also been applied in the
EDIRPA and the EDIP. ASAP uses lump sums based on cost estimates, which is, in essence,
similar to the FNLC approach. According to the Commission’s proposal for the 2028—

2034 MFF, the ECF (paragraph 39) will also rely heavily on FNLC. FNLC ties payments to the
fulfilment of specific conditions or the delivery of results, rather than to actual costs
incurred. Our review on lessons to be learned from the RRF revealed weaknesses and
challenges associated with the introduction of FNLC, including the absence of clear targets
and milestones, thus limiting the programme’s “performance-based approach”, and
leading to an increased risk of double funding. Furthermore, the fact that the Commission
had not collected information on actual costs meant that efficiency could not be measured
in the RRF. The transparency and accountability of programmes such as the EDIP and the
EDIRPA will thus depend on how FNLC is operationalised. The above-mentioned concerns
are extremely relevant when extending FNLC to the sensitive domain of defence, where
access to evidence is restricted due to classified information. Limited information on
underlying costs can also create practical challenges for verifying and confirming
compliance with certain EU preference clauses (Annex Il).

New approaches to EU defence cooperation and
preparedness

New cooperation models are reshaping the EU defence landscape. PESCO was
designed to enhance cross-border defence collaboration between member states
(paragraph 24), but the Council “emphasises the need for improved project quality” /%, and
experts note that PESCO could be more useful and visible’®. In November 20242°, to
reinforce the central role of PESCO, the Council recommended strengthening links
between PESCO and the instruments in support of the EDTIB (for example, the EDF and the

7 Article 125(1) of Regulation (EU, Euratom) 2024/2509 (Financial Regulation).
8 Council Conclusions on the PESCO Strategic Review, 18 November 2024,

79" Maxime Cordet, EU Defence Series: PESCO Must Step Up, International Centre for Defence and
Security, 7 March 2025.

80 Council Conclusions on the PESCO Strategic Review, 18 November 2024,


https://www.eca.europa.eu/ECAPublications/RV-2025-02/RV-2025-02_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32024R2509&qid=1780473460360
https://data.consilium.europa.eu/doc/document/ST-14375-2024-INIT/en/pdf
https://icds.ee/en/eu-defence-series-pesco-must-step-up/
https://data.consilium.europa.eu/doc/document/ST-14375-2024-INIT/en/pdf
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EDIP). The 2025 PESCO Projects’ Progress Report highlights how these projects may
contribute to the implementation of the defence readiness agenda. In parallel, defence
clusters outside the EU framework have gained momentum, allowing groups of states to
pool resources and develop specific capabilities (Box 7). In the Defence Readiness
Roadmap 2030, the Commission and the HR/VP also call on member states to form
capability coalitions to close the existing critical capability gaps. In July 2026, following a
call for expression of interest to member states, the Commission proposed five large-scale
industrial projects (European defence projects of common interest) that focus on the
following priority areas: drones and counter-drone systems; maritime and seabed
defence; space; air and missile defence; as well as strengthening security along the

EU's Eastern Flank.

Box 7

Examples of member states cooperating in small groups

PL-DE-NL military transport corridor: a trilateral initiative launched in January 2024
between Poland, Germany, and the Netherlands, designed to improve the rapid
movement of NATO and EU forces across Europe. In 2025, it served as a basis for a
broader regional cooperation format involving additional countries®! through the
Central Northern European Military Mobility Area.

The armoured vehicle and manoeuvrability coalition for Ukraine: launched by Poland
and Germany in March 2024, with the participation of multiple NATO and EU
countries. This coalition focuses on ensuring maintenance and repair, training
personnel and developing operational doctrine for the use of armoured vehicles.

Belgian-Dutch naval cooperation, encompassing coordinated procurement, joint
training and maintenance, and shared command. One of their recent cooperation
projects (2023) involves the joint acquisition of anti-submarine warfare frigates®? &3,

81 Belgium, Lithuania, Luxembourg, Slovakia, Czechia.

82 What Are the Main Drivers of Member States’ Defence Procurement Practices? The Dutch Case,
ARES, October 2024.

8 The power of the few: How clusters can strengthen European defence, European Union Institute
for Security Studies, 20 February 2026.


https://eda.europa.eu/docs/default-source/pesco-files/2025-pesco-projects-progress-report_public-release-updated.pdf
https://www.iss.europa.eu/sites/default/files/2026-02/Brief_2026-03_Power%20of%20the%20few.pdf
https://www.iss.europa.eu/sites/default/files/2026-02/Brief_2026-03_Power%20of%20the%20few.pdf
https://defence-industry-space.ec.europa.eu/eu-defence-industry/readiness-roadmap-2030_en
https://defence-industry-space.ec.europa.eu/eu-defence-industry/readiness-roadmap-2030_en
https://prismua.org/wp-content/uploads/2025/10/Maksak_EU_Ukraine_Defense_industries.pdf
https://ec.europa.eu/commission/presscorner/detail/en/ip_26_1516
https://ec.europa.eu/commission/presscorner/detail/en/ip_26_1516
https://www.defensenews.com/global/europe/2024/01/31/europeans-set-up-corridor-for-rushing-nato-troops-eastward
https://www.pravda.com.ua/eng/news/2024/03/18/7447069/
https://www.damen.com/insights-center/news/contract-signed-for-new-anti-submarine-warfare-frigates
https://www.iris-france.org/wp-content/uploads/2024/10/ARES_2024_10_104_Defence_Procurement_Practises_Netherlands_Comment.pdf
https://www.iss.europa.eu/publications/briefs/power-few-how-clusters-can-strengthen-european-defence
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The EU has also been using innovative ways to support Ukraine. Through its off-budget
instrument, the EPF, the EU has delivered military aid to Ukraine while respecting
Article 41(2) TEU (paragraph 23). In addition, the military training mission EUMAM Ukraine
(Box 5) is the first military CSDP training mission on EU soil and serves as a potential model
for future CSDP missions®* 2°. More recently, under the EDIP, the EU established a
dedicated Ukraine Support Instrument designed to support the gradual integration of
Ukraine’s defence technological and industrial base into the European defence industry
ecosystem.

Partnerships with NATO and coordination with partners — especially through security
and defence partnerships (paragraphs 51-54) — further expand the EU’s strategic reach.
Growing uncertainty over US security commitments since 2024, including signals of
conditional NATO support and increased burden shifting, has bolstered the EU’s drive to
strengthen strategic autonomy?®®. This increased ambition in defence and the rapid scaling
up of capabilities could reinforce the EU-NATO relationship. NATO defence spending
targets are driving significant increases in member states’ budgets, while EU initiatives in
defence and industrial capacity support the fulfilment of NATO capability goals®’. In
particular, NATO’s updated defence spending targets (paragraph 33) align closely with the
EU’s increased emphasis on defence preparedness.

Modern defence challenges are no longer confined to the military domain. The EU
increasingly welcomes a “whole-of-society approach”, integrating defence with civil
protection, cybersecurity, space, dual-use technologies and critical infrastructure
(paragraphs 16 and 30). The preparedness union strategy (2025) explicitly promotes
resilience by involving citizens, communities, civil society organisations, academia and the
private sector — alongside traditional defence players. This approach creates opportunities
to foster innovation, industrial development and comprehensive security, but is also
challenging because of fragmentation across member states, uneven resilience capacities,
and the need for complex coordination across policy areas, players and levels of
governance®?,

8 Davide Genini, How the war in Ukraine has transformed the EU’s Common Foreign and Security

Policy, Yearbook of European Law, 2025.

8 Into the breach! EU military CSDP missions and operations, European Union Institute for

Security Studies, 7 March 2024.

86

European defence, strategic autonomy and NATO, EPRS, February 2024.

87

NATO Defense Spending Tracker, Atlantic Council.

8 Horan H., Vandoren P., Fiott D. and Feldhusen J., Assessing Europe’s Resilience and Preparedness

in an Era of Strategic Risks, The Hague Centre for Strategic Studies, December 2025.


https://www.consilium.europa.eu/en/policies/security-defence-partnerships/
https://www.consilium.europa.eu/en/policies/security-defence-partnerships/
https://commission.europa.eu/topics/preparedness_en
https://academic.oup.com/yel/advance-article/doi/10.1093/yel/yeaf003/8112000
https://academic.oup.com/yel/advance-article/doi/10.1093/yel/yeaf003/8112000
https://www.iss.europa.eu/publications/briefs/breach-eu-military-csdp-missions-and-operations
https://www.europarl.europa.eu/RegData/etudes/BRIE/2024/759601/EPRS_BRI(2024)759601_EN.pdf
https://www.atlanticcouncil.org/commentary/trackers-and-data-visualizations/nato-defense-spending-tracker/
https://hcss.nl/wp-content/uploads/2025/12/Assessing-Europes-Resilience-and-Preparedness-in-an-Era-of-Strategic-Risks-HCSS-2025.pdf
https://hcss.nl/wp-content/uploads/2025/12/Assessing-Europes-Resilience-and-Preparedness-in-an-Era-of-Strategic-Risks-HCSS-2025.pdf
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Complex governance and accountability arrangements

Evolving institutional framework and governance

The EU’s defence policy is characterised by a complex institutional framework®® and a
multi-level governance structure, combining EU-level initiatives with predominantly
national decision-making (paragraphs 20-22 and 47). This hybrid system, involving both
supranational and intergovernmental elements, creates significant coordination challenges
across the different players, and increases the risk of overlapping responsibilities and an
unclear division of competences. As highlighted on several occasions by the European
Parliament, ensuring coherence and clear governance arrangements remains a key
challenge®®.

In our special report on military mobility, we observed similar issues and
recommended improving the governance arrangements for military mobility in the EU by
streamlining coordination between the EU, member states and other stakeholders. We
also recommended enhancing existing synergies and interaction between the EDA, PESCO
projects, the Commission and the EEAS to minimise the risk of overlaps. In the framework
of the ECF, the Commission proposes to establish several advisory bodies but has not
further clarified their responsibilities or the coordination between them. In our opinion on
the ECF, we highlighted the risk for complex governance and accountability.

The rapid expansion of EU defence initiatives since 2021 has significantly increased the
responsibilities of the Commission’s DG DEFIS, which manages the aforementioned key EU
defence instruments (the EDF, ASAP, the EDIRPA, SAFE and the EDIP). This expanding and
diverse portfolio requires the Commission to handle complex programme management,
coordination with member states and industry, and evolving industrial policy objectives.
The accumulation of emergency and medium- and long-term instruments increases
operational complexity. It may also strain coordination mechanisms and established
procedures for financial control and performance monitoring, especially given DG DEFIS’s
limited staff resources. In January 2026°*, with 286 staff (209 in 2023, of whom 48 % were
non-permanent®?), DG DEFIS represented 0.9 % of the Commission’s total staff (0.6 %

89

Review 09/2019: “European Defence”.

% European Parliament resolution of 12 March 2025 on the White Paper on the future of

European defence; European Parliament report on the implementation of the CSDP.

91 Key Figures on Commission Staff, 1 January 2026.

92 Special report 24/2024: “EU Civil service — A flexible employment framework, insufficiently used

to improve workforce management”.


https://www.eca.europa.eu/ECAPublications/SR-2025-04/SR-2025-04_EN.pdf
https://www.eca.europa.eu/ECAPublications/OP-2026-01/OP-2026-01_EN.pdf
https://www.eca.europa.eu/ECAPublications/OP-2026-01/OP-2026-01_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/REW19_09/REW_EU-defence_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX%3A52025IP0034
https://www.europarl.europa.eu/doceo/document/A-10-2025-0011_EN.pdf
https://commission.europa.eu/document/download/3e50bd10-3030-44b7-b147-17eebb6c06ee_en?filename=2026%20HR%20Key%20Figures.pdf
https://www.eca.europa.eu/en/publications?ref=SR-2024-24
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in 2023%), far less than most other directorates. In our 2023 special report on the
preparatory action on defence research, we found that, in its analysis of staffing needs

for 2021-2027 to implement the EDF, “DG DEFIS underlined the risk of a lack of capacity to
evaluate proposals properly and manage projects soundly if it does not obtain the needed
posts”.

Beyond DG DEFIS, many different Commission directorates-general can be involved in
defence-related topics on an ad hoc basis, such as the Directorate-General for Regional and
Urban Policy (DG REGIO) when cohesion funds are redirected to defence. In the field of
military mobility there are three Directorates-General®*, as well as the Commission’s
Secretariat-General and the CINEA executive agency. Due to the blurred boundaries
between security and defence, several additional directorates-general are also concerned
by issues such as preparedness and cybersecurity. The Commission’s capacity to deliver
effectively consequently depends on its ability to prioritise, streamline processes and
ensure coherence across instruments, as well as delegating where necessary (for example,
through indirect management). As we indicated in our special report on the preparatory
action on defence research, “The use of indirect management, e.g. by EDA and OCCAR,
which has already been tested, could help alleviate the resource constraints faced by DG
DEFIS.” In 2025, the Commission entrusted the EDA with indirect management for over
40 EDF projects worth around €300 million®>.

Accountability and transparency

The European Parliament oversees the spending of the EU budget and is one of the
co-legislators with regard to market-oriented development of defence (industries) at EU
level, along with the Council. However, it has no legislative power over the CSDP and no
formal oversight for off-budget instruments such as the EPF. In its annual reports on the
implementation of the CSDP, the European Parliament has repeatedly called for greater
parliamentary scrutiny and accountability with regard to the CSDP and the growing
number of defence initiatives“®.

% HR key figures, European Commission, 2023.

% Directorate-General for Mobility and Transport (DG MOVE), Taxation and Customs Union
(DG TAXUD), Communications Networks and Content and Technology (DG Connect).

% Pioneering defence cooperation at EU level: the European Defence Agency, ECA Journal 02/2025
(pp. 30-34).

% 2018 and 2024 annual reports on the implementation of the CSDP, European Parliament.
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&1 EU defence policy includes complex financial accountability arrangements that vary
depending on the instrument and entity involved (Table 1). The ECA’s mandate pertains
specifically to EU funds. Where defence is financed through alternative channels, different
audit arrangements apply.

Table 1 — Current external audit arrangements in the field of defence

B Audits National
ECA College of External audit

Does not audit auditors auditors Lo
institutions

EU-funded instruments (EDF, ASAP, EDIRPA,
EDIP, cohesion funds, RRF, CEF, etc.) and loans
guaranteed by the EU budget (e.g. SAFE)

EDA

EU funds managed by the EDA

EIB

Operations funded or guaranteed by the EU
budget, managed by the EIB

European Peace Facility

Civilian CSDP missions

Military CSDP operations, common costs

Military CSDP operations, costs borne by
individual member states

ASAP - Act in Support of Ammunition Production, CEF - Connecting Europe Facility, CSDP - common security and defence policy, EDA - European
Defence Agency, EDF - European Defence Fund, EDIP - European Defence Industry Programme, EDIRPA - European defence industry
reinforcement through common procurement Act, EIB - European Investment Bank, RRF - Recovery and Resilience Facility, SAFE - Security Action
for Europe

Source: ECA.
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The ECA does not have an audit mandate for all the bodies and instruments that are
involved with EU defence policy. This limits our ability to fully perform the role of external
auditor of the EU°’. As we have noted previously, we consider that the ECA should be
appointed to act as the external auditor of all bodies set up to implement EU policies”®,
including intergovernmental structures that are of key relevance to the functioning of the
EU®°.

In the security and defence sector, access to information may be constrained by
confidentiality issues, national security laws, or rules on classified information. While
international auditing standards grant auditors full and unrestricted access to relevant
information, documents and staff necessary for the performance of their duties, working
with classified information may affect the outcome of an audit. Where a significant share
of the audited material is classified, producing a meaningful report that is suitable for
publication becomes inherently difficult. While security concerns and related appropriate
handling of classified information are of utmost importance in the field of defence, it
should be noted that the inability to refer to concrete information or illustrative examples
restricts clarity and limits the precision with which findings can be communicated*®° 9%,

This review was adopted by Chamber lll, headed by Mr George-Marius Hyzler, Member of
the Court of Auditors, in Luxembourg at its meeting of 14 July 2026.

For the Court of Auditors

Tony Murphy
President

97 Review 03/2025: “Opportunities for the post-2027 Multiannual Financial Framework”.
% Review 09/2019: “European Defence”.

% ECA 2026-2030 strategy.

100 Hervé-Adrien Metzger - Setting the Scene.

191 Lene Schmidt, Danish National Audit Office, “How to reveal the big picture when almost every
detail is classified?”, ECA Journal 02/2025 (pp. 63-66).
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Annexes

Annex | — EDIP — an integrated toolbox for EU
defence

Regulatory tools

The Structure for European Armament Programme provides a voluntary legal
framework for member states and associated countries to cooperate across the
defence equipment lifecycle. These structures are legal entities eligible for EDIP
support.

European defence projects of common interest are collaborative industrial projects
designed to strengthen the EDTIB and develop critical capabilities.

Financial tools

The Fund to Accelerate defence Supply chain Transformation aims to de-risk
investment and expand manufacturing capacity, particularly for SMEs and small
mid-caps.

The EDIP extends the logic of ASAP to broader segments of defence industry
production and of the EDIRPA through common procurement actions. Common
procurement actions aim to reduce the fragmentation of the European defence
market and to increase interoperability by incentivising member states and Norway to
jointly procure European defence products. The EDIP dedicates €240 million to
support these common procurement actions®.

The Ukraine Support Instrument, with a specific budget of €300 million, contributes
to the recovery, reconstruction and modernisation of the Ukrainian defence
technological and industrial base.

1

Common procurement actions, European Commission, March 2026.


https://defence-industry-space.ec.europa.eu/document/download/abcd2ad5-e3ef-48e9-ac0a-c84c57fb7169_en?filename=EDIP%20-%20CPA%20factsheet%20v4.pdf&prefLang=pl
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Coordination tools (governance, cooperation and market facilitation)

e Adefence security of supply board will support the monitoring of supply risks and
coordination between member states, the Commission, the HR/VP and the EDA.

e A European military sales mechanism is designed to facilitate joint procurement and
improve the availability of defence products.

By bringing together these different levers, the EDIP aims to address systemic
challenges affecting the EDTIB in a more coherent and long-term manner.
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Annex Il — EU preference clauses in defence
funding instruments

Instrument

EDF

ASAP

EDIRPA

SAFE*

EDIP

Eligibility conditions
regarding the
establishment and control
of contractors

In the EU, Iceland,
Liechtenstein, Norway or
Ukraine

Participation of
third-country controlled
entities possible but under
strict conditions

In the EU, Iceland,
Liechtenstein or Norway

Participation of
third-country controlled
entities possible but under
strict conditions

In the EU, Iceland,
Liechtenstein or Norway

Participation of

third- country controlled
entities possible but under
strict conditions

In the EU, Iceland,
Liechtenstein, Norway or
Ukraine or in third countries
based on agreements with
the EU

Participation of

third- country controlled
entities possible but under
strict conditions

In the EU, Iceland,
Liechtenstein, Norway or
Ukraine

Participation of

third- country controlled
entities possible but under
strict conditions

Origin of components

Cost of components
originating outside the EU,
Iceland, Liechtenstein or
Norway will be

maximum 35 %

Cost of components
originating outside the EU,
Iceland, Liechtenstein,
Norway or Ukraine will be
maximum 35 %

Cost of components
originating outside the EU,
Iceland, Liechtenstein,
Norway or Ukraine will be
maximum 35 %

Control over design
and intellectual

property

Results must be free
of third- country
restrictions

No support for
products subject to
third-country
restrictions

Freedom of design
is only required for
specific products

Freedom of design
is required
(derogation for
ammunition and
missiles until 2033)


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02021R0697-20251223&qid=1777910432006
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32023R1525&qid=1777910652249
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32023R2418&qid=1777910715538
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32025R1106&qid=1777911129273
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32025R2643&qid=1777911050620
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Eligibility conditions

e Control over design

Instrument . rigin of componen and intellectual
strume establishment and control Origin of components B —
of contractors property
General article on “EU preference” that allows eligibility conditions to be set,
ECF EU-origin thresholds to be defined and freedom of design to be required for each

work programme

* Canada is the first non-EU country to sign a bilateral agreement with the EU on the participation of Canadian
companies and products originating from Canada in procurement under the SAFE instrument.

Source: ECA, based on Regulation (EU) 2021/697 (EDF), Regulation (EU) 2023/1525 (ASAP), Regulation
(EU) 2023/2418 (EDIRPA), Council Regulation (EU) 2025/1106 (SAFE), Regulation (EU) 2025/2643 (EDIP) and
Commission proposal COM/2025/555 (ECF).


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52025PC0555&qid=1777911193947
https://www.consilium.europa.eu/en/press/press-releases/2026/06/15/safe-council-concludes-agreement-with-canada/?utm_source=brevo&utm_campaign=AUTOMATED%20-%20Alert%20-%20Newsletter&utm_medium=email&utm_id=3318

Annex lll — Overview of EU funding allocated to
defence during the 2021-2027 period by
country'! and by funding instrument as of
April 2026

Member state
Loans | Grants

Total in billion euros
0 0-1 1-3 3-15 15-20 >20 X No funding received

Sweden
Norway* Poland
Czechia . ; Finland
Denmark 0 0 Estonia
Germany ° 0 Latvia
RV
Netherlands K © Lithuania

e, H o 0

Ireland Slovakia
Belgium ‘ Hungary
Luxembourg Romania

Portugal d @ Bulgaria
Spain ‘ 0 " Cyprus
France X O “ Greece
x 0
Austria | Croatia

Italy Slovenia
*Non-EU country Malta

Total grants(?: €14.4 billion Total loans®: €155.1 billion

Amount of funding by instrument (in billion euros)®:

. - e @ @
8.7

0.3 0.5 1.7 . 11.9
EDIRPA ASAP CEF RRF Cohesion

policy

ASAP - Act in Support of Ammunition Production, CEF — Connecting Europe Facility, EDIRPA - European defence industry reinforcement
through common procurement Act, RRF - Recovery and Resilience Facility, SAFE - Security Action for Europe

Map: Administrative boundaries: © EuroGeographics © OpenStreetMap | Cartography: Eurostat — IMAGE, 04/2026
The boundaries and names shown and the designations used on this map do not imply official endorsement or acceptance by the European Union.
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(%) The logic behind the EU defence programmes is to provide funds to strengthen the EDTIB. The funding

should not as such be seen as support to individual member states.

(%) Grants:

- ASAP, EDIRPA, and CEF funds are assigned to member states according to beneficiary allocation.

- Cohesion policy funds are allocated directly to member states.

EDIRPA and several ASAP projects are carried out by consortia involving partners from several member states.

Due to the absence of data, funding is featured as allocated to the country of the coordinator and does not

take into account the fact that other project participants may be located in other member states.

(3) Loans:

- Data may be incomplete as only a few member states have published the amount of RRF funds that have
been redirected for defence purposes. This means that other member states may have allocated funds for
defence, without such information being made public. It is also impossible to distinguish between defence
and non-defence funds allocated for dual-use purposes.

- In the case of Belgium, the figure for the RRF includes a small proportion of grants (<1 %).

- The RRF figures for Poland and Spain include space activities that could be counted as dual-use and not
necessarily pure defence spending.

- For SAFE, the figures are based on what member states have requested, which may differ from the
definitive allocation. For Hungary, the Commission has not yet finalised the investment plan assessment
process, and the figure should thus be viewed as a maximum.

() Data on EDF funding by country is not included because it is not publicly available.

Source: ECA, based on Commission data for: ASAP, EDIRPA, CEF, SAFE, cohesion policy, RRF and special
report 04/2025.


https://defence-industry-space.ec.europa.eu/document/download/9d7b317f-5220-4e37-8f87-982f43b668b1_en?filename=07%2006%202024%20ASAP%20Award%20Decisions.pdf
https://defence-industry-space.ec.europa.eu/document/download/1037b222-2ad0-470e-a84a-17d499965133_en?filename=EDIRPA%20Award%20Decision_Redacted.pdf
https://www.eca.europa.eu/ECAPublications/SR-2025-04/SR-2025-04_EN.pdf
https://defence-industry-space.ec.europa.eu/eu-defence-industry/safe-security-action-europe_en?prefLang=pl
https://ec.europa.eu/regional_policy/policy/how/programming-and-implementation/mid-term-review_en
https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/country_overview.html
https://www.eca.europa.eu/ECAPublications/SR-2025-04/SR-2025-04_EN.pdf
https://www.eca.europa.eu/ECAPublications/SR-2025-04/SR-2025-04_EN.pdf
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Annex IV — Relevant ECA publications

Report code
Special report 18/2018

Review 09/2019

Special report 10/2023

Opinion 02/2024

Special report 24/2024

Review 02/2025
Review 03/2025

Special report 04/2025

Opinion 01/2026

Special report 04/2026

Opinion 07/2026

Title

Is the main objective of the preventive arm of the Stability and
Growth Pact delivered?

European Defence

The Preparatory action on defence research — Some lessons learned,
but value as a testbed for increasing EU defence spending reduced
due to time constraints and limited results

Opinion concerning the proposal for a Regulation of the European
Parliament and of the Council establishing the European Defence

Industry Programme and a framework of measures to ensure the

timely availability and supply of defence products (EDIP)

EU Civil service — A flexible employment framework, insufficiently
used to improve workforce management

Performance-orientation, accountability and transparency — lessons to
be learned from the weaknesses of the RRF

Opportunities for the post-2027 Multiannual Financial Framework

EU military mobility — Full speed not reached due to design
weaknesses and obstacles en route

Opinion concerning the proposal for a Regulation of the European
Parliament and of the Council on establishing the European
Competitiveness Fund (“the ECF”), including the specific programme
for defence research and innovation activities, repealing Regulations
(EVU) 2021/522, (EU) 2021/694, (EU) 2021/697, (EU) 2021/783,
repealing provisions of Regulations (EU) 2021/696 , (EU) 2023/588,
(EU), and amending Regulation (EU) [EDIP]

Critical raw materials for the energy transition — Not a rock-solid policy

Opinion concerning the proposal for a Regulation of the European
Parliament and of the Council establishing Global Europe


https://www.eca.europa.eu/Lists/ECADocuments/SR18_18/SR_EUROPEAN_SEMESTER_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/REW19_09/REW_EU-defence_EN.pdf
https://www.eca.europa.eu/ECAPublications/SR-2023-10/SR-2023-10_EN.pdf
https://www.eca.europa.eu/ECAPublications/OP-2024-02/OP-2024-02_EN.pdf
https://www.eca.europa.eu/ECAPublications/SR-2024-24/SR-2024-24_EN.pdf
https://www.eca.europa.eu/ECAPublications/RV-2025-02/RV-2025-02_EN.pdf
https://www.eca.europa.eu/ECAPublications/RV-2025-03/RV-2025-03_EN.pdf
https://www.eca.europa.eu/ECAPublications/SR-2025-04/SR-2025-04_EN.pdf
https://www.eca.europa.eu/ECAPublications/OP-2026-01/OP-2026-01_EN.pdf
https://www.eca.europa.eu/ECAPublications/SR-2026-04/SR-2026-04_EN.pdf
https://www.eca.europa.eu/ECAPublications/OP-2026-07/OP-2026-07_EN.pdf
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Definition/explanation
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ASAP
CEF

CFSP
CSDP

DG DEFIS
ECF

EDA

EDF

EDIP

EDIRPA

EDTIB
EEAS
EIB

EPF
EPRS
EUMAM
EUMS
FNLC

GDP

HR/VP

MFF
NATO
NEC
PESCO
RRF
SAFE

SDP

Act in Support of Ammunition Production
Connecting Europe Facility

Common foreign and security policy

Common security and defence policy
Directorate-General for Defence Industry and Space
European Competitiveness Fund

European Defence Agency

European Defence Fund

European Defence Industry Programme

European defence industry reinforcement through common
procurement Act

European defence technological and industrial base
European External Action Service

European Investment Bank

European Peace Facility

European Parliamentary Research Service

EU military assistance mission

EU military staff

Financing not linked to costs

Gross domestic product

High Representative of the Union for Foreign Affairs and Security
Policy / Vice-President of the European Commission

Multiannual financial framework
North Atlantic Treaty Organization
National escape clause

Permanent Structured Cooperation
Recovery and Resilience Facility
Security Action for Europe

Security and defence partnership



SME

TEU

TFEU

Small and medium-sized enterprise
Treaty on European Union

Treaty on the Functioning of the European Union

54
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Term
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Definition/explanation

Defence capability

Defence readiness

European defence technological
and industrial base

Financing not linked to costs

Headroom

Indirect management

Possession of the means — such as personnel, equipment, command
structure and operational readiness — necessary to meet a specific
defence objective.

Ability to anticipate, prepare for and respond to defence crises,
including high-intensity warfare.

Collective term for government, industry and research players in
Europe working together to develop, produce and maintain military
equipment, technologies and capabilities.

Funding delivery model based on the fulfilment of legal conditions or
the achievement of results rather than actual spending.

Difference between the own resources required to finance the EU
budget and the own resources ceiling, which is a higher amount up to
which the Commission is entitled to request funds from member
states to meet additional obligations such as those arising from EU
debt.

Method of implementing the EU budget whereby the Commission
entrusts implementation tasks to other entities (such as non-EU
countries and international organisations).
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Russia’s war of aggression against Ukraine and the
deterioration in global security have triggered a shift in the
EU’s defence policy. Confronted with insufficient stockpiles,
long manufacturing lead times, dependence on
non-European suppliers, and logistical bottlenecks, both
the EU and its member states have significantly increased
their funding for defence. This marks a pivotal moment for
the European defence technological and industrial base, to
expand production capacities, foster innovation and
strengthen partnerships.

This review presents the developments in the EU defence
landscape from 2020 to mid-2026, with a particular focus on
recent EU initiatives in the area, including financial
instruments and regulatory changes. It highlights
opportunities, challenges and risks associated with financial
management, governance, transparency and
accountability.
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