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SUBJECT MATTER
1.
This European Commission Communication launches the European Defence Fund
(EDF). The EDF aims to encourage cooperation in the development and acquisition of
defence capabilities by way of using EU financial resources in support of member states
defence budgets.
2.
The EDF is divided into two funding ‘Windows’. The first is the Research Window,
whereby the EU will fund collaborative defence research up to 100% of the project’s costs.
This consists of a Preparatory Action for which the Commission aims to secure a total
budget of €90 million over the years 2017, 2018 and 2019. This Action will then inform the
launch of a European Defence Research Programme with a proposed budget of €500m
per annum commencing in 2021 under the next Multiannual Financial Framework (MFF).
Negotiations for the next MFF are due to begin in 2018.
3.

The second is the Capability Window, itself divided into two elements:

A European Defence Industrial Development Programme (EDIDP) through
which the EU will fund up to 20% of the costs of the development of defence
capabilities, rising to 30% for projects developed in the framework of Permanent
Structured Cooperation; with member states contributing the rest.

Secondly, an EU Financial Toolbox to be used by member states to support
the joint acquisition of capabilities. An ad hoc Committee will be established to
develop a standardised set of financial instruments and the Commission will set up
an internal Task Force to act as a ‘one stop shop’ providing support to member
states on collaborative projects.

4.
Under the EDIDP the Commission aims to spend €245 million in 2019 and €255
million in 2020. Through this co-financing activity, the Commission hopes to leverage at
least a further €2 billion of member states defence spending over those two years. Under
the next MFF, the Commission aims to secure €1 billion per annum for the DIDP,
leveraging at least a further €4 billion of member states defence spending per annum.
You will receive a separate Explanatory Memorandum on the Commission’s proposed
Regulation for the EDIDP.
SCRUTINY HISTORY
5.
MOD submitted an Explanatory Memorandum 12773/13, COM(2013) 542
(Commission Communication: Towards a More Competitive and Efficient Defence and
Security Sector), on the Commission’s July 2013 Communication, to both Commons and
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Lords EU committees on 22 August 2013. The Lords EUC sub-committee C cleared the
document from scrutiny on 10 October 2013 following correspondence with Ministers.
After considering the opinion of the Defence Select Committee and requesting more
information from MOD, the House of Commons European Scrutiny Committee
recommended the Communication for debate (Reports 13, 22 & 27, 13/14). The debate
took place on 12 March 2014.
6.
MOD subsequently submitted a further Explanatory Memorandum 11358/14,
COM(2014) 387 (Implementation Roadmap for Communication COM (2013) 542;
Towards a More Competitive and Efficient Defence and Security Sector) to both Commons
and Lords EU Committees on 15 July 2014. The House of Lords EU sub-committee
cleared the document from scrutiny on 9 September 2014. The House of Commons
European Scrutiny Committee, having sought the opinion of the Defence Committee,
recommended the Roadmap for debate in the European Committee B (reports 9 & 18,
14/15). The debate took place on 10 November 2015.
7.
On 21 February this year the MOD submitted Explanatory Memorandum 15160/16,
COM(2016) 950 (Commission Communication: European Defence Action Plan) to both
Commons and Lords EU Committees. The House of Lords EU sub-committee cleared the
document from scrutiny on 22 March 2017. The House of Commons European Scrutiny
Committee cleared the document from scrutiny but requested further information. It also
drew the document to the attention of the Defence Committee. The additional information
was provided in July 2017.
MINISTERIAL RESPONSIBILITY
8.
The Secretary of State for Defence has overall responsibility for policy on Defence
research, capability and procurement. The Secretary of State for Foreign and
Commonwealth Affairs, the Chancellor of the Exchequer, Secretary of State for
International Trade and the Secretary of State for Business, Energy and Industrial Strategy
also have an interest.
INTEREST OF THE DEVOLVED ADMINISTRATIONS
9.
Defence is a reserved matter under the UK’s devolution settlements, but the
devolved administrations have an interest in European defence industrial policy and have
been consulted in this Explanatory Memorandum.
LEGAL AND PROCEDURAL ISSUES
10. There are no legal or procedural issues arising from this Communication. There are
legal issues associated with the EDIDP Communication which are addressed in a specific
Explanatory Memorandum submitted concurrently.
APPLICATION TO THE EUROPEAN ECONOMIC AREA
11. None.
SUBSIDIARITY
12.
Defence is a national competence, however, action at the European level is
appropriate here as the resources involved in developing defence capabilities are regularly
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too high for countries to pursue individually so cooperation is often a necessity. Moreover,
while the defence industry is becoming increasingly international there is still significant
duplication and fragmentation across national borders, which impedes the internal market
and adds significant costs to defence. Action at the European level can reduce these
barriers thus strengthening the UK and European Defence Technological and Industrial
Base.
POLICY IMPLICATIONS
13. The Government broadly welcomes the EDF. The additional research spending in
particular should help counter the significant decline in Europe’s R&D expenditure in
contrast to potential adversaries. The Research Preparatory Action was first agreed by
the December 2013 European Council and since then the UK MoD has been heavily
involved in its development, ensuring a strong role for member states in its governance.
Similarly, we have helped ensure the first calls for proposals under this Action are for
meaningful technological challenges and that the UK defence industry is well placed to
contribute.
14. The Government also welcomes the focus on incentivising cooperation that should
help reduce unnecessary duplication in capabilities and the defence industry that has
weakened Europe’s contribution to defence. While there are a number of positives to
cooperation including the increased economies of scale and the sharing of technological
expertise, history has shown the barriers are equally formidable. To reduce these barriers
will take long term coordinated action, and while the primary responsibility lies with
member states, the Commission and its EDF can play an important supporting role.
15. At the same time, the Government does have concerns over the balance of
responsibilities in the EDF between member states and the Commission. On the one hand
the EDF highlights that it will be used to support of member states capability priorities and
that the Commission will not own the resulting defence capabilities, a point which has been
the key demand of the UK. On the other hand, it appears that many of the implementation
decisions, including programme priorities, will be made by the Commission, with member
states only being able to block on the basis of Qualified Majority Voting. It is unclear what
powers the Coordination Board, which will oversee the Research and Capability Windows
and will comprise the member states and Commission, will have. Other member states
have expressed similar concerns.
16. The Government is also concerned over the potentially protectionist nature of some
of the proposals, which could undermine broader alliances and the ability to develop the
most innovative capabilities required to sustain operational advantage. The Preparatory
Action on Defence Research is only open to undertakings from the EU and Norway. The
EDIDP is only open to EU undertakings. Such undertakings are defined in the EDIDP as
those which are more than 50% owned by EU member states or EU nationals. Such a
constraint runs counter to the need to attract new investment and ideas into defence.
17. More broadly, the Government believes that it is important that the EDF is used in a
way that strengthens NATO as well as the EU. Recently, there have been a number of
positive steps to enhance EU-NATO Co-operation and it is important that these are
maintained in the defence industry and research sectors. It is also essential that the EDF
does amplify existing defence expenditure as intended and does not lead to nations
reducing their own national defence budgets. The Government also believes it is important
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that the EU continues to prioritise the opening of the defence market, with too much
procurement across the EU still not competed.
18. The Government intends to ensure our interests and priorities are addressed as the
EDF develops and as the EDIDP proceeds through the legislative process. We will
continue to work with our allies, including our Letter of Intent partners, France, Germany,
Italy, Spain and Sweden, who share many of our industrial interests.
19. Turning to the matter of our exit and our future involvement to the EDF. As it stands
the EDF will only be available to EU member states and EU undertakings save Norway
whose undertakings can participate in the Preparatory Action. There is a risk that the EDF
could be used in a way that disadvantages the UK and the UK defence industry through
for example incentivising cooperation that excludes the UK or in practical terms preventing
proposals from consortia that include UK companies in their supply chains from bidding for
EU funds.
20. The level to which we participate in the EDF and its two respective Windows post our
exit will be a matter for our negotiations. The Government believes that it is in both ours
and the EU’s interests for us to have a positive relationship on the EDF. The UK has the
largest defence industry in Europe, servicing our Armed Forces who test those capabilities
in the most demanding operational environments. We have one of the most open defence
markets in the world, playing host to a number of international companies at the forefront
of technological developments, and we compete more of our defence procurements by
value than any other country in the EU. The UK defence industry is inextricably linked
with the European Defence Technological and Industrial Base.
CONSULTATION
21. In addition to consulting member states, the Commission has consulted the defence
industry closely, in particular through the Aerospace and Defence Industries of Europe
trade organisation of which the UK Aerospace Defence Security and Space trade
organisation is a member.
IMPACT ASSESSMENT
22.

None.

FINANCIAL IMPLICATIONS
23.
There are no new or additional financial commitments resulting from the EDF.
Participation in capability development programmes is voluntary and therefore a Member
State decision. The EU budget up to 2020 is fixed and any elements of the EDF requiring
funding post-2020 will be a matter for the EU member states or participating third countries
at that time.
TIMETABLE
24.
The EDF communication was published on 6 June 2017. The Commission is
expected to continue engaging regularly with the Member States to develop and
implement the EDF in the coming years.
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Harriett Baldwin MP
Parliamentary Under Secretary of State and
Minister for Defence Procurement

5

