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The European Defense Union needs more

German drive

I e Institut fiir
Europaische Politik

Germany'’s response to the Zeitenwende lacks a clear
European dimension. Berlin should use the start of the
new EU legislature to recalibrate the Strategic
Compass, get behind the European Commission’s push
for a single market for defence and reconsider its red
lines on debt-based financing.

Bolstering Europe’s security and defence is rightly a top
priority for the EU’s new legislature. Russia’s President
Vladimir Putin’s war on Ukraine is into its third year with
no end in sight. While Moscow has shifted to a full war
economy, European countries are grappling with
shortages of armament stocks and fiscal constraints.
Putin’s imperialist rhetoric suggests he may expand the
war beyond Ukraine in the vyears to come. These
developments have underscored NATO’s primacy in
European defence. Yet, if Donald Trump were to win the
US presidential election in November, European countries
would need to take on a much larger share of the burden
in defending themselves and supporting Ukraine.

In her political guidelines, re-elected European
Commission President Ursula von der Leyen promised to
bring a ‘real European Defence Union’ to life. The EU has
already broken new ground on security and defence since
February 2022. Within days of the start of Russia’s
invasion, the member states decided to jointly deliver
weapons to Ukraine and to partially reimburse them
through the off-budget European Peace Facility (EPF).
Breaking another taboo, they agreed to use the EU budget
for the first time to co-fund the joint procurement and
ramp-up of production of urgently needed defence
equipment. The EU Ammunition Initiative brought these
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instruments together with the aim of providing Ukraine
with 1 million rounds of ammunition within a year. While
the initiative has delivered only half of those rounds, the
underlying approach of pooling demand at the EU level
and providing industry with the large, long-term contracts
needed to ramp up production remains compelling. The
first European Defence Industrial Strategy (EDIS) and its
corresponding draft regulation, the European Defence
Industry Programme (EDIP), seek to extend the logic of the
above initiatives into the longer term while setting
ambitious targets for joint procurement and intra-EU
defence trade.

However, these steps, which would have been un-
thinkable before February 2022, are inadequate given
today’s challenges. Taking the European Defence Union
beyond the conceptual stage will significantly hinge on
the member states’ drive. As the EU’s largest economy and
military spender, Germany bears particular responsibility
in this regard.

Germany'’s lack of European drive

In his hallmark speech to Germany’s parliament in
February 2022, Chancellor Olaf Scholz described Russia’s
invasion of Ukraine as a Zeitenwende - a turning point for
German foreign policy. But, while he emphasised that
Europe was Germany’s ‘framework for action’, subsequent
measures have lacked a clear European dimension.
Russia’s war on Ukraine has reinforced Germany’s
tendency to focus on the United States as its most
powerful ally, and to gear its security and defence policy
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entirely towards NATO. The allocation of its €100 billion
special defence fund reflects this clear transatlantic
orientation. The largest contracts have been awarded to
US companies and almost none to companies from other
European countries or consortia without German
participation. Germany’s flagship European Sky Shield
Initiative focuses on jointly procuring German, Israeli and
US air and missile defence systems while sidelining
European options, such as the Franco-Italian SAMP/T
medium-range one. Berlin’s tendency to buy off the shelf
and from outside the EU has caused tensions with its
European partners, especially France. The government
has justified these choices with the need to urgently
procure proven systems. However, this focus on the short
term creates new and lasting dependencies while
weakening Europe’s defence-industrial base in the long
term.

Germany has also taken a cautious approach to the EU’s
recent defence initiatives. While welcoming them in
principle, it has viewed them as part of a French-led plot
to pursue national industrial interests under the guise of a
‘Buy European’ approach. Germany joined the large camp
of member states pushing for the inclusion of third-
country suppliers in joint procurement, not least because
of the urgency. It also refused to participate in the
European Defence Agency-led procurement of ammu-
nition, instead opening up its national framework
contracts to other member states. By relying on its much
larger national procurement agency, Germany under-
mined the rationale of pooling demand at EU level.

Germany’s position has also been characterised by a
deep-seated scepticism towards an expansion of the
European Commission’s powers in defence. The fact that
German nationals are strongly underrepresented in the
Commission and that the Directorate-General for Defence
Industry and Space was in the last Commission headed by
a French national did not help. In a non-paper issued
ahead of the publication of the EDIS, Germany alongside
France, Italy and Sweden pushed back against a perceived
Commission power grab. Defence Minister Boris Pistorius
subsequently expressed scepticism regarding von der
Leyen’s proposal to create the position of a commissioner
for defence, stressing that this post should not lead to any
new competences.

The underlying fear is that an empowered European
Commission would propose costly and possibly ineffec-
tive joint initiatives that would require substantial finan-
cial contributions by Germany. In fact, the EU’s recent
defence initiatives have been underfunded. With a
proposed budget of €1.5 billion from the current multi-
annual financial framework, the EDIP’s impact will clearly
be limited. When the Commission presented additional
funding options for defence in June 2024, Scholz not only
rejected debt-based funding but also what he described
as refinancing national defence budgets from the EU
budget.
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Germany’s position on the creation of a single market for
defence has also been ambiguous. The defence market’s
fragmentation is partly due to member states’ excessive
use of the national security exemption enshrined in Article
346 of the Treaty of the Functioning of the European
Union, which allows them to shield defence orders from
European competition for security reasons. While
Germany did not excessively resort to this exemption in
the past, the previous government announced in 2020
there would be a more systematic use of it to protect
‘national key technologies’ The current government has
reaffirmed its intention to resort to Article 346 ‘wherever
possible’. The National Security Strategy adopted in 2023
reconciles the protection of ‘key technologies at national
and European level’. The government is preparing a new
National Security and Defence Industrial Strategy and,
according to a leaked draft, it aims to develop a vision for
a strategic consolidation of Europe’s defence-industrial
base while maintaining and strengthening German key
technologies. However, it remains unclear what this
would mean in practice.

Making the European Defence Union a reality

In the coming months, work on a real European Defence
Union may get off to a slow start. The EU’s new leadership
team in Brussels will take time to settle in. France,
traditionally a driving force behind European defence, is
distracted by domestic turmoil. The Hungarian Council
Presidency will unlikely be very dynamic on defence
issues or on supporting Ukraine. Other member states
seem paralysed as they await the uncertain outcome of
the US presidential election. Yet, the dire battlefield
situation in Ukraine is a stark reminder that there is no
time to waste. Germany should take the driving seat to
make the European Defence Union a reality. The following
three steps should be considered.

Recalibrate the Strategic Compass: The European
Defence Union needs a clear compass and roadmap.
Shortly after the start of the invasion of Ukraine, the EU
agreed on the Strategic Compass for Security and
Defence, a brainchild of Germany’s 2020 Council
presidency. While many of its elements remain valid, the
underlying threat assessment is outdated and all its
deliverables are already due by 2025. Germany should
push for an immediate update of the joint threat
assessment, followed by a revision of the Strategic
Compass. The aim is not to produce more paper but to
forge a joint vision for the European Defence Union and
agree on a new set of deliverables. The revised Strategic
Compass should, among other things, upgrade the EU’s
hybrid toolbox, update operational scenarios for the EU
Rapid Deployment Capacity, provide a much more
focused list of joint capability priorities and set out a more
ambitious approach to investment (see more below).
Finalising the revision by mid-2025 would mean that it
could be taken into account during negotiations on the
next multi-annual financial framework, which are due to
start at that time.
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Work on the engine: Germany should get behind the
European Commission’s push towards a single market for
defence, the engine of a European Defence Union. It
should reach out to other EU members for a frank debate
on a division of labour regarding key technologies. This
will be highly contentious as the resulting consolidation
would create defence-industrial winners and losers
among and within member states. The discussion should
address ways to compensate potential losers. A better and
more widely shared understanding of national and
European key technologies could pave the way for a
gradual liberalisation of the defence market through a
restriction of the scope of the national exemption clause
to such sectors. Real work on the European Defence
Union’s engine will also require sending more qualified
German staff to the European Commission. Increasing
Germany’s representation in relevant units, notably in
support of the new defence and space commissioner,
would counter Berlin’s fears of French dominance while
enhancing EU knowledge among the traditionally NATO-
minded German defence staff.

Fuel up: How far the European Defence Union can travel
will depend on funding. Spending more on defence at the
national level is essential, but many member states lack
the fiscal capacity to increase or even maintain current
spending levels. Germany’s announcement that it will
reduce military aid to Ukraine from 2025 in the face of
competing priorities is a case in point. The combination of
unequal fiscal space and purely national strategies risks
further fragmenting the EU’s defence-industrial base.
Member states may consequently miss out on economies
of scale, with potential annual savings estimated at €22
billion. EU-level funding for joint research, development
and procurement could help counter this trend. In their
recent European Parliament election manifestos, Germa-
ny’s governing parties and the opposition Christian
Democrats seemed to accept this logic by agreeing that
EU-level funding for security and defence should be
increased in the next EU budgetary cycle. However, this
cycle will begin in 2028, by which point a re-elected Trump
could have withdrawn US capabilities from Europe and
Putin could have expanded Russia’s war beyond Ukraine.
Germany should therefore consider the option of a time-
limited, debt-based fund, acting as a financial bridge
towards the EU’s next multi-annual financial framework.
This fund should address urgent priority items that meet
the criteria of European public goods. Air and missile
defence are examples of areas where several member
states, including Germany, still face shortages.
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While more German drive alone will not guarantee the
European Defence Union’s success, it is undeniably
essential. Germany cannot afford to wait for the outcome
of the US presidential election to act. Instead, it should
seize the limited window before its own elections in the
autumn of 2025 to turn this Defence Union into a real
enabler of a stronger European pillar within NATO.
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