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Current Developments in European 
Defence 

CHAPTER 1: INTRODUCTION 

1. The Committee asked the Minister for Defence Procurement, Lord Drayson, 
to give evidence on the most recent developments in European defence.  

2. In this Report we make available, for the information of the House, the oral 
evidence given to Sub-Committee C (Foreign Affairs, Defence and 
Development Policy) by the Minister for Defence Procurement, 
accompanied by Mr Andrew Mathewson and Mr Robert Regan, Ministry of 
Defence, on 19 January 2006. We thank them for their time.  

3. Key topics in the evidence are: 

• Progress during the United Kingdom Presidency of the EU. (Q 1) 

• European Defence Agency Financial Framework. (QQ 2–5) 

• European Defence Agency future Work. (QQ 6–10, QQ 12–15) 

• Research and Technology developments. (Q 11, Q 33) 

• Voluntary Code of Conduct on Defence Procurement. (QQ 17–27) 

• European Defence Capabilities. (QQ 28–32) 

4. We also take this opportunity to take note of developments since publication 
of our Report on the European Defence Agency in March 2005.1 

                                                                                                                                     
1 European Union Committee, 9th Report (2004–05): European Defence Agency (HL 76). 
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CHAPTER 2: DEVELOPMENTS WITHIN THE EDA 

5. The European Defence Agency (EDA) was established by a Council Joint 
Action on 12 July 2004.2 It has been in operation for 18 months and some 
assessment of its development to date and future potential may accordingly 
now be made. We acknowledge that it may take some years before a full 
assessment of its success becomes possible.  

Parliamentary scrutiny 

6. In our previous Report we were concerned that procedures for parliamentary 
scrutiny of the EDA were inadequate since Ministers meet as the EDA 
steering board shortly before meeting in a different capacity as the Council.3 
It was not therefore possible for us to examine papers relating to the EDA 
prior to their agreement in Council.  

7. Following our recommendation,4 the Government has agreed5 to send a 
letter before each Steering Board meeting enclosing the documentation for 
that meeting. This has enabled a greater degree of scrutiny and enabled us to 
be alerted early to new initiatives such as the Code of Conduct on Defence 
Procurement.6  

8. We welcome the Government’s agreement to submit the Steering 
Board papers and other documents relating to the EDA, including the 
Head of Agency’s Report to the December 2005 European Council.7 
These documents are invaluable to our scrutiny of the EDA and 
should continue to be submitted at the earliest opportunity.  

Staffing and budget 

9. Another concern in our previous Report was that the EDA should not be 
burdened with expectations which it has not been given the resources to fill.8 
So far this does not appear to have happened: the EDA has successfully 
focused its resources on a few key projects such as the ad-hoc group on air-
to-air refuelling and the Code of Conduct on Defence Procurement. These 
projects have enabled the EDA to take on a coordinating role rather than 
engage in expensive research and development projects of its own.  

10. However, there has been a serious set-back for EDA’s ability to plan ahead to 
future projects. It had been intended that a Financial Framework would be 
agreed in 2006 which would set a limit on the EDA’s budget for the next 
three years. This would have enabled the EDA to set its own budget, within 
the umbrella of the Framework. However, following differences in 

                                                                                                                                     
2 Council Joint Action 2004/551/CFSP. 
3 European Union Committee, 9th Report (2004–05): European Defence Agency (HL 76), paragraphs 17–22. 
4 European Union Committee, 9th Report (2004–05): European Defence Agency (HL 76), paragraph 22. 
5 For the Government Response please see http://www.parliament.uk/parliamentary_committees/lords_s_   

_c.cfm. 
6 See European Union Committee, 19th Report (2005–06): Review of Scrutiny: Common Foreign and Security 

Policy (HL 100), Box 1 and Box 9 for further information regarding the Ministry of Defence’s assistance in 
scrutiny of the Code of Conduct.  

7 Appendix 3. 
8 European Union Committee, 9th Report (2004–05): European Defence Agency (HL 76), paragraph 58.  
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understanding between different participating Member States9 over the rate 
at which the Agency’s staff should grow and at which its operational budget 
should grow, Defence Ministers at the 13 October General Affairs and 
External Relations Council (GAERC) were unable to agree a framework. A 
compromise agreement was reached on the operational limit of the budget 
for 2006. (Q 2) 

11. In his evidence to us Andrew Mathewson noted that the Government’s 
position of encouraging modest growth for the EDA differed from the 
position of some Member States who would wish to see a faster growth rate. 
(Q 2) Until those differences were resolved, he was unable to give a “good 
prognosis” for development of a Financial Framework for the years 2007–
2009. (Q 2)   

12. We are disappointed that the three-year Financial Framework for the 
EDA has not been agreed and believe that it is important for the 
Agency’s forward planning that an agreement is reached soon. The 
Government should take all necessary steps to ensure that 
participating Member States agree medium-term goals for the EDA, 
that appropriate resources be found and that a Financial Framework 
be set for 2007–2009. 

Member State Cooperation 

13. The future development of the EDA equally depends upon the support of 
the participating Member States and their willingness to participate in those 
areas of research and semi-regulation subject to the EDA’s coordination. 
However, we note that the Head of the Agency, Dr Javier Solana, has 
stressed, in his 2005 Report to Council, the need for participating Member 
States to exploit the Agency’s full potential, and expressed his 
disappointment at the lack of Member State proposals for ad-hoc 
collaborative projects.10  

14. The Minister for Europe agreed that there is a range of views from Member 
States as to “the pace of development”, but was optimistic that the current 
pace would “generate a successful outcome”. (Q 9) However, it can be 
argued that Dr Solana was less concerned with the overall pace of 
development than with the possibility that the EDA’s facilities would only be 
utilised by a few core Member States thus depriving the EDA of its potential 
to build cross-Europe military capabilities.  

15. Given the central coordinating role of the EDA it is important that all 
participating Member States fully participate in projects which have 
relevance to their defence needs and capabilities. Having encouraged 
the establishment of the EDA the Government has a particular role to 
play in helping to ensure that it becomes an effective and useful 
organisation.  

The EDA’s Work Programme 

16. In our previous Report we noted that the EDA had identified four flagship 
programmes: 

                                                                                                                                     
9 In practice this means all EU Member States with the exception of Denmark. 
10 Appendix 3.  
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• Command, Control and Communication (C3); 

• Uninhabited air vehicles (UAVs); 

• Armoured fighting vehicles (AFV); and  

• European Defence Equipment Market.11  

We are concerned that limited progress appears to have been made on the 
first three of these flagship projects.  

17. In relation to UAV and AFV the EDA has focused primarily on identifying 
“communities of interest” amongst participating Member States. However, 
in his Report to Council Javier Solana states that progress will ultimately 
depend on those States’ “readiness to follow through the logic of pooling 
their resources.”12  The EDA has identified a number of strands to follow in 
relation to the final flagship, C3, but little specific action has been taken. 

18. The EDA has led initiatives in a number of other areas including air-to-air 
refuelling, commercial/military off-the-shelf procurement, maritime 
surveillance and a long-term vision for Europe’s future capability and 
capacity needs. But, as with UAVs and AFVs, “real success will not come 
about without joint investment.”13  

19. The Minister observed that “there may be a mismatch between expectations, 
in terms of the speed at which an investment is made.” (Q 13) Significant 
impact of projects such as UAV will not come about without a considerable 
investment in both time and resources. Since those resources ultimately 
derive from defence budgets of the participating Member States, it is 
necessary to make “sure that the EDA is working on things which really do 
meaningfully add value to defence capability across Europe”. (Q 13) 

20. We reiterate the conclusion in our earlier Report that the EDA needs, 
initially, to concentrate on a few achievable tasks, and welcome the 
Government’s emphasis on ensuring that projects undertaken by the 
EDA add value to that which could be achieved by the Member States 
individually. Where these criteria are met, the Government should 
support EDA initiatives in order that they are fully developed and 
ultimately achieved.  

Code of Conduct on Defence Procurement 

21. The most significant development in the work of the EDA since publication 
of our initial Report has been the agreement of the participating Member 
States to a voluntary Code of Conduct on Defence Procurement. We 
considered that the development of such a Code should be a priority for the 
EDA14 and we recognise that the Government was instrumental in ensuring 
that the Code was adopted at the 21 November GAERC.15 

22. The Code, which will be implemented from 1 July 2006, constitutes a non-
binding intergovernmental regime to encourage competition in defence 

                                                                                                                                     
11 European Union Committee, 9th Report (2004–05): European Defence Agency (HL 76), paragraph 59–69.  
12 Appendix 3.  
13 Appendix 3. 
14 European Union Committee, 9th Report (2004–05): European Defence Agency (HL 76), paragraph 55. 
15 14172/05: Council of the European Union, 2691st Council Meeting, General Affairs and External 

Relations Council 21–22 November 2005.  
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procurement. Participating Member States who choose to subscribe to the 
regime will undertake to open up to suppliers in each others’ territories all 
defence procurement opportunities of €1 million or more where the 
conditions for application of Article 29616 are met. There are a number of 
defined exceptions, as well as the possibility that a subscribing Member State 
may dispense with the requirements in exceptional circumstances. In such a 
case the Member State must provide an explanation to the EDA in its 
capacity as monitor of the regime.  

23. As part of this monitoring role, the Agency is also tasked with developing a 
single portal for announcement of all new contracting opportunities and 
setting up a system under which subscribing Member States will report on 
their compliance with the Code. The EDA has no specific powers to take 
action against those Member States in breach of the Code, or the reporting 
system, but will alert other Member States to such breaches.  

24. All participating Member States have agreed the content of the Code, but 
they have until April to decide whether or not to individually subscribe. The 
Government acknowledge that it is important that the major States, such as 
France and Germany, subscribe to the Code or else it will become a 
meaningless document, but anticipate that the majority of participating 
Member States will accede. They are encouraging states to do so. (Q 24) No 
country has yet stated that it will not accede although, of the states with 
significant defence budgets, Spain has demonstrated some nervousness 
towards the Code. (Q 23) 

25. The Government must do all it can not only to encourage Member 
States to subscribe to the Code of Conduct on Defence Procurement, 
but also to abide by its provisions. Having played an instrumental role 
in the development of the Code, it is imperative that the Government 
lead by example and demonstrate full compliance with its provisions.  

26. Progress on the voluntary Code of Conduct was prompted partly by a 
Commission Green Paper on defence procurement which was published in 
September 2004.17 We discussed the content of this Green Paper in our 
previous Report.18 The Commission has now put forward proposals for two 
initiatives based on this Green Paper and the results of the consultation 
exercise: 

• a Communication on defence industries and markets; and 

• an Interpretative Communication on the application of Article 296 of the 
Treaty to defence procurement.19 

According to the Commission’s Annual Work Programme, the first of these 
measures would encourage the competitiveness of the European defence 
sector through “appropriate market legislation and substantial R&D 
programmes” whilst the second would seek to clarify the criteria to be used 
in order to assess whether the conditions for the application of Article 296 

                                                                                                                                     
16 Article 296 allows exemptions from open tenders for procurement where there are legitimate national 

security concerns.  
17 13177/04: Commission Green Paper on Defence Procurement COM(2004)608. 
18 European Union Committee, 9th Report (2004–05): European Defence Agency (HL 76), paragraphs 59–69.  
19 Commission Communication: “Unlocking Europe’s Full Potential: Commission Legislative and Work 

Programme 2006” COM(2005)531 pp14 and 16 respectively.  



10 CURRENT DEVELOPMENTS IN EUROPEAN DEFENCE POLICY 

have been met. It is expected that both Communications will be published in 
April 2006.  

27. It is not clear exactly how these two Communications will fit in with the 
regime of the voluntary Code of Conduct on Defence Procurement. 
However, it is clear that the Government will “not support any measures 
which would impact on the legitimate use of Article 296.” (Q 17) 

28. We agree with the Government that the forthcoming Commission 
Communications on the European defence equipment market must 
be subject to rigorous scrutiny. Accordingly, they should be deposited 
for scrutiny along with a detailed explanatory memorandum outlining 
the Government’s position at the earliest opportunity.  

Assessment 

29. Although the EDA is still in its early stages we are hopeful that it can 
play a significant role in the improvement of European military 
capabilities. However, full agreement needs to be reached between 
the participating Member States as to the extent of this role. The 
Government is well placed to, and accordingly should, encourage 
such agreement.  
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CHAPTER 3: CONCLUSIONS AND RECOMMENDATIONS 

30. We welcome the Government’s agreement to submit the Steering Board 
papers and other documents relating to the EDA, including the Head of 
Agency’s Report to the December 2005 European Council. These 
documents are invaluable to our scrutiny of the EDA and should continue to 
be submitted at the earliest opportunity. (para 8) 

31. We are disappointed that the three-year Financial Framework for the EDA 
has not been agreed and believe that it is important for the Agency’s forward 
planning that an agreement is reached soon. The Government should take all 
necessary steps to ensure that participating Member States agree medium-
term goals for the EDA, that appropriate resources be found and that a 
Financial Framework be set for 2007–2009. (para 12) 

32. Given the central coordinating role of the EDA it is important that all 
participating Member States fully participate in projects which have 
relevance to their defence needs and capabilities. Having encouraged the 
establishment of the EDA the Government has a particular role to play in 
helping to ensure that it becomes an effective and useful organisation. 
(para 15) 

33. We reiterate the conclusion in our earlier Report that the EDA needs, 
initially, to concentrate on a few achievable tasks and welcome the 
Government’s emphasis on ensuring that projects undertaken by the EDA 
add value to that which could be achieved by the Member States 
individually. Where these criteria are met, the Government should support 
EDA initiatives in order that they are fully developed and ultimately 
achieved. (para 20) 

34. The Government must do all it can not only to encourage Member States to 
subscribe to the Code of Conduct on Defence Procurement, but also to 
abide by its provisions. Having played an instrumental role in the 
development of the Code, it is imperative that the Government lead by 
example and demonstrate full compliance with its provisions. (para 25) 

35. We agree with the Government that the forthcoming Commission 
Communications on the European defence equipment market must be 
subject to rigorous scrutiny. Accordingly, they should be deposited for 
scrutiny along with a detailed explanatory memorandum outlining the 
Government’s position at the earliest opportunity. (para 28) 

36. Although the EDA is still in its early stages we are hopeful that it can play a 
significant role in the improvement of European military capabilities. 
However, full agreement needs to be reached between the participating 
Member States as to the extent of this role. The Government is well placed 
to, and accordingly should, encourage such agreement. (para 29) 
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APPENDIX 1: SUB-COMMITTEE C (FOREIGN AFFAIRS, DEFENCE 
AND DEVELOPMENT POLICY) 

The members of the Sub-Committee which conducted this inquiry were: 
Lord Bowness (Chairman) 
Lord Boyce 
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Lord Truscott 
 
 

Declarations of Interest 

Please also see the Register of Members Interests 

Lord Boyce 
Non-executive Director, V.T. Group plc. 

Lord Dykes 
Chairman, The European Atlantic Group (19 September 2005). 
Visit with British-Italian parliamentary group to Portofino, Italy (5–6 
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Chairman, Thales Holdings UK plc (and chairman or director of a number of 
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Director, Thales SA. 
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(unpaid). 

Lord Hannay of Chiswick 
Member, Advisory Board, Centre for European Reform. 

Baroness Symons of Vernham Dean 
Council of Ditchley Foundation. 
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APPENDIX 2: GLOSSARY OF ACRONYMS AND TECHNICAL TERMS 

 

AFV   Armoured Fighting Vehicles 

C3   Command, Control and Communication 

CapTechs  Capability Technology Areas 

CBRN  Chemical Biological Radiological and Nuclear 

CFSP   Common Foreign and Security Policy 

COTS-MOTS Commercial/Military Off-the-Shelf 

DTEB   Defence Test and Evaluation Base 

DTIB   Defence Technological and Industrial Base 

ECAP   European Capabilities Action Plan 

EDA   European Defence Agency 

EDEM  European Defence Equipment Market 

ESDP   European Security and Defence Policy 

EU   European Union 

EUMC  European Union Military Committee 

GAERC  General Affairs and External Relations Council 

NADs   National Armaments Directors 

NATO  North Atlantic Treaty Organisation 

NC3A   NATO Consultation, Command and Control Agency 

pMS   Participating Member States 

PSC   Political and Security Committee 

R&D Programmes Research & Development Programmes 

R&T   Research and Technology 

UAVs   Uninhabited Air Vehicles 

WEAG  Western European Armaments Group 

WEAO  Western European Armaments Organisation 
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APPENDIX 3: REPORT BY THE HEAD OF THE EUROPEAN DEFENCE 
AGENCY TO THE COUNCIL20 

The EDA has come a long way in its first year of existence. An effective and 
credible instrument is now in place, with some important advances already 
achieved—perhaps most notably by the re-addressing of Europe’s capability 
shortfall in air-to-air refuelling, and a potentially historic initiative to open up the 
defence procurement market within Europe. The challenge now is to exploit the 
Agency’s full potential (and meet growing expectations), particularly in relation to 
generating new collaborative investment projects. 

1. From initial functioning with a skeleton staff in January 2005, the EDA has 
come a long way in its first year of existence. Good progress has been make on 
most aspects of the Work Programme adopted by the Steering Board in November 
2004, and most aims set in the Guidelines issued by the Council (ref doc 
14856/04) at that date have been achieved. 

Getting established 

2. The EDA is now properly established. 80 staff are in place since Summer 2005, 
and the Agency settled last June in its own offices. 

3. The necessary business management processes have been put in place. The 
Agency Management Board has laid particular stress on integrated team working, 
to ensure that the Agency’s four main functions properly inter-connect and to 
exploit the potential of multi-disciplinary approaches. The initial Operational 
Concepts for the four functional Directorates, discussed by the relevant formations 
of the Steering Board, reflect this concept of integrated working. 

4. Particular attention has been paid to implementing promptly the Agency’s role 
in capability development. To ensure a systematic but also innovative approach to 
addressing ESDP capability shortfalls, the Agency has established six Integrated 
Development Teams (covering the entire spectrum of capability areas) and a 
growing number of associated Projects Teams. Most ECAP Project Groups are 
being migrated into this process. Active participation of Member States in these 
Teams is, of course, not only encouraged but essential. Establishment of these 
processes, as a complement or sequel to the “up-stream” processes of Headline 
Goal setting and identification of shortfalls via the catalogues, effectively completes 
the end-to-end process for capability development which ESDP requires. 

5. The Agency’s capability development process is also carefully integrated with its 
R&T processes: 12 Capability Technology Areas (CapTechs), populated with 
experts from pMS and elsewhere, have been designed to map onto the main 
capabilities domains. These R&T networks will provide a bottom-up view of 
European priorities, to be complemented by capability-driven priorities. A 
“prototype” of a European R&T Strategy and Roadmap will be considered by the 
December R&T Steering Board. 

6. The Agency has supported the Headline Goal 2010 process, in particular by 
contracting for operational analysis (by NC3A) in support of the Requirements 
Catalogue. 

                                                                                                                                     
20 14 November 2005. 



 CURRENT DEVELOPMENTS IN EUROPEAN DEFENCE POLICY 15 

Stakeholder Relations 

7. The Agency has worked hard to establish effective relations with its many 
stakeholders, starting with the pMS. Overall, a good start has been made—though, 
in keeping with its outward-facing culture, the Agency will need to work for 
continuous improvement in this area. Close relations have been established with 
relevant Council bodies (in particular with working parties such as PSC and 
EUMC), with the General Secretariat of the Council, and with the Commission. 
WEAG has been closed and the transfer of responsibilities from WEAO for R&T 
should be completed by the end of March next year, subject to Council approval 
of Administrative Arrangements with the non-EU WEAG members. Increased use 
has been made of the EU/NATO Capabilities Group for coordination with 
NATO. 

8. Particular attention has been paid to relations with the participating Member 
States, with whom intensive interaction has been ensured by eight Steering Board 
meetings in the course of the year (three at Ministerial level, five at sub-ministerial 
level: Armaments, R&T, Capabilities). I am particularly grateful for the efforts of 
those who chair these three “subordinate formations” on my behalf. Extensive 
networks with national experts in various disciplines have been created, allowing 
for direct interaction between the Agency and capitals on a day-to-day basis. A 
more detailed report of EDA’s relations with key stakeholders, as requested in the 
Council’s Guidelines, is at Annex. 

9. The Agency is also building an effective external communication strategy, 
supported by good media and other contacts, a web-site and appropriate 
information materials. The level of public affairs and media interest in the Agency 
is now consistently high. 

The Substantive Agenda 

10. As proposed in the Guidelines, the Agency has engaged on some carefully 
selected, focussed initiatives in each of its four main areas of activity, with a 
specific “flagship” project designated for each. 

11. On 21 November the Steering Board is to take an important and potentially 
historic decision on opening up the European Defence Equipment Market 
(EDEM) within Europe. The approach proposed is a voluntary, non-binding, 
intergovernmental regime based on a Code of Conduct on Defence Procurement. 
If the Steering Board decides to proceed, the effects will in time be far-reaching, in 
terms both of getting better value from defence investment and of supporting the 
elaboration of a globally competitive European Defence Technological Industrial 
Base.  

12. Two of the other flag-ships, on Unmanned Air Vehicles and Armoured 
Fighting Vehicles, have focussed primarily on identifying “communities of 
interest” amongst pMS, with a view to consolidation of demand and joint 
investment—initially in key technology areas, and perhaps subsequently in whole-
system procurement. Good progress has been made though success will obviously 
ultimately depend on pMS readiness to follow through the logic of pooling their 
resources. 

13. The final flagship, on Command, Control and Communication, has identified 
a number of important strands to pursue, with proposals now emerging for 
effective collaborations on Satellite Communications and Software Defined Radio 
in particular. 
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14. Beyond these four “flag-ships”, Agency has also done much else and led 
initiatives in the following areas: 

• Air to Air Refuelling: eleven pMS agreed—at the 13 October Steering 
Board—to work together in an EDA-supported ad-hoc group to monitor 
current developments and consider possible new approaches to filing the 
air-tanking capability gap. 

• Defence Test and Evaluation Base (DTEB): the 13 October Steering 
Board tasked the Agency to work with pMS to provide the next meeting 
of the NADs Steering Board with a progress report and roadmap for 
work on rationalising Electro-Magnetic Effects facilities, and proposals 
for further “target areas” for rationalisation work. 

• Commercial/Military Off-the-Shelf (COTS-MOTS Procurement): in the 
light of the work on the EDEM and the Code of Conduct on Defence 
Procurement, the scope of the envisaged “electronic market place” has 
been expanded beyond COTS-MOTS (starting with facilitation of 
mutual awareness and information exchange between customers and 
suppliers). A feasibility study is about to be launched. This initiative has 
particular potential value for small and medium sized enterprises. 

• Chemical Biological Radiological and Nuclear (CBRN): two studies 
have been launched and three possible areas of work have been 
identified: “Detection, Identification and Monitoring”, “Improvised 
Explosive Devices with CBRN payload”, and possibility of creating a 
“CBRN Defence Coordination Center”. 

• Maritime surveillance: the Agency is data-gathering to evaluate interests 
and willingness to participate in future action. A key axis of effort will be 
the interface between defence capabilities and assets, and European 
security and boarder control agenda. 

• Naval Defence Technological and Industrial Base (DTIB): on the basis 
of ongoing data gathering, the Agency has identified potential for 
dialogue in 2006 amongst the key stakeholders of possible future 
synergies at European level, to complement national restructuring 
efforts. 

• “Long-Term Vision”: the Steering Board is to consider on 21 November 
the Agency’s proposal—co-ordinated with the EUMC—for method, 
participation, time-lines and co-ordination for developing a “Long-Term 
Vision” for Europe’s future capability and capacity needs. 

• Indicators and Strategic Targets: the Agency will submit to the Steering 
Board on 21 November an initial set of proposed key Indicators and 
potential Strategic Targets, as well as a methodology and timelines for 
further work. 

15. As noted above on UAVs and AFVs, real success will not come without joint 
investment. The lack of concrete proposals for ad-hoc collaborative projects 
represents the main area of disappointment to date. The Agency will continue to 
work with pMS to incubate and implement such joint endeavours, especially in 
R&T. As recognised at the Hampton Court Summit, both levels of defence R&T 
spend in Europe and the amount spent collaboratively are priority areas for next 
year. 
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The Future 

16. The Steering Board has recommended to the Council to defer by one year, 
until Autumn 2006, the adoption of a three-year Financial Framework for the 
Agency. A key issue is the appropriate size of budget the Agency should have for 
R&T projects. It should be easier to decide this in a year’s time, when the 
Hampton Court initiative has been followed through and the Agency can propose 
a more substantial “business case” to the pMS. 

Conclusion 

17. The Agency has been successful in meeting many, but not all, of the 
substantial ambitions contained in its first year’s work programme. Some of the 
lower-priority work strands are still in their initial stages, through either lack of 
available capacity to pursue them, or a change of heart on the part of pMS. But, 
overall, the EDA’s first year represents significant achievement. A valuable and 
credible instrument is in place—it needs now the collective will to use it to the full 
in order to achieve our joint declared ambitions. 
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APPENDIX 4: REPORTS 
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Current Developments in European Foreign Policy (2nd Report session 2004–05, 
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HL Paper 118) 
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Session 2002–2003 Reports prepared by Sub-Committee C 

EU Russia Relations (3rd Report session 2002–03, HL Paper 29) 

EU—Effective in a Crisis? (7th Report session 2002–03, HL Paper 53) 

The Future of Europe: Convention Working Group—Reports on Defence and 
External Action (15th Report session 2002–03, HL Paper 80) 

Evidence by the Minister for Europe, Foreign and Commonwealth Office on 
European Security and Defence Policy Scrutiny, the General Affairs and External 
Relations Council of 18–19 March 2003 and the Current State of Common 
Foreign and Security Policy (19th Report session 2002–03, HL Paper 94) 

The Future of Europe: Constitutional Treaty—Draft Articles on External Action 
(23rd Report session 2002–03, HL Paper 107) 

A Fractured Partnership? Relations Between the European Union and the United 
States of America (30th Report session 2002–03, HL Paper 134) 

Current Developments in European Foreign Policy (37th Report session 2002–03, 
HL Paper 152) 
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Minutes of Evidence
TAKEN BEFORE THE SELECT COMMITTEE ON THE EUROPEAN UNION

(SUB-COMMITTEE C)

THURSDAY 19 JANUARY 2006

Present Bowness, L (Chairman) Freeman, L
Boyce, L Tomlinson, L
Dykes, L Truscott, L
Falkner of Margravine, B

Examination of Witnesses

Witnesses: Lord Drayson, a Member of the House, Parliamentary Under-Secretary of State, Mr Andrew

Mathewson, Director, EU and UN, and Mr Robert Regan, International Relations Group Leader, Defence
Procurement Agency, Ministry of Defence, examined.

Q1 Chairman: Lord Drayson, can I welcome you this is an area where there is a real common need
across Europe. Also, of course, the voluntary Code ofand your colleagues from the MoD to this meeting of

the Sub-Committee on Foreign AVairs, Defence and Conduct for defence procurement, which we have
achieved now, which we think is going to make a realDevelopment Policy and, as you know, this session is

to hear from you current developments in European diVerence to opening up the defence equipment
market within Europe. We think it will make industrydefence. I think you will find that the Sub-Committee

is particularly interested in the subject, bearing in more competitive over time and will provide better
value for money and it is consistent with the recently-mind it appears to be growing at quite a rapid rate,

and so we are particularly glad to be able to talk to announced Defence Industrial Strategy, which the
UK Government set out in the White Paper justyou directly and hear from you about this. Is there

anything you want to say, first of all, before we move before Christmas. It is also about developing new
ways of working and a key theme is making sure thatinto questions?
what we do from a military aspect is aligned withLord Drayson: Yes. I have a short statement, really
what we do from a civilian aspect, and so having theonly to summarise the key areas of progress we feel
second Headline Goal of ensuring that we have awe were aiming to make under our Presidency of the
civilian goal identifying the capabilities in terms ofEU, so if I could take you through that before you
civilian instruments, which need to work alongsideask us questions. I think the key objective for us
the military. A good example of the way in which thatunder our Presidency was the matter of capability

improvement and of course the impetus for that was has been done within the Congo we think is
absolutely right, bearing in mind the experiencethe EU’s Headline Goal of 2010. A real achievement

is setting out really in some detail the capability which we have seen in other theatres. We have seen,
therefore, that the EU capabilities are in demandrequirements that the EU will need to undertake

under crisis management missions. It is important, around the world, the requests for support from the
African Union, the peace-keeping mission in Darfurtherefore, that in succeeding Presidencies that is built

on by nations identifying their assets to meet those is a good example; the way in which the ESDP now
is being seen more actively as a key player across theEU requirements through a Forces catalogue. The

other objective which we feel we achieved was under world and undertaking missions which are having
an important strategic impact. The Planningthe area of the battle groups initiative, and the fact

that 26 nations have committed 18 battle groups with Framework is a key step going forward from here
identifying what needs to be done, who needs to do it,now 1,500 men on standby for such crisis situations I

think is a real achievement. Clearly, we have some and what it is that needs to be done we see as a key
next step and we need to recognise that the ESDPway to go and we know this is the start of a process

and we recognise that, 18 months in, we are still at an arose from our inability 10 years ago to respond to
the crisis in the Balkans. I think there was recognitionearly stage. Going forward, we believe a key matter is

the area of collaboration around science and of the real need for it and in November last year the
European Council agreed to open negotiationstechnology. The EDA is a tool for the facilitation of

this and I want to highlight just a couple of examples towards the Stabilisation Agreement for Bosnia.
EUFOR has played a key role in this, securing anwhere we have been working. We think the ad hoc

group on air-to-air refuelling is a very good initiative; environment in which we can have confidence in the
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understanding, particularly on the rate at which thedevelopment of the democratic institution in the long
term, and it has proven the EU’s ability to act in Agency’s staV should grow and at which its

operational budget should grow. Ministers decidedconcert. We look to the future of the ESDP with some
hope and some real confidence. We feel as if we have therefore, in October, to dodge this year the challenge

of setting a three-year Financial Framework andmade some very meaningful progress in the areas
which I have described. We are very happy to take instead focus on agreeing a budget just for the year

2006, and they did that; we were able to come to aany of your questions that you may have on the
detail. compromise solution particularly over the size of the

operational budget for 2006. That raised someChairman: Thank you very much. I think most of the
technical complexities, since we then had to getissues that you have mentioned are likely to be
specific Council approval to the budget, whereas if wecovered in questions. Unless any Members have any
had got prior agreement from the Council to thespecific points that they want to raise from the
framework that would not have been necessary. Thatevidence, Lord Tomlinson, we will start with you on
is one of the technical reasons why the budget wasthe budget, please.
only adopted at a later Council. The Steering Board
actually came to a final recommendation at the

Q2 Lord Tomlinson: I would like to kick oV with the Steering Board meeting on 21 November but by then
EDA budget. My understanding is that it had been it was too late to get it through the Council which was
hoped that the budget for 2006 would have been meeting on the same day, so there is a technical
agreed at the November meeting of the General element to taking it forward. We have a budget for
AVairs Council and it was not agreed finally until the 2006, which everyone is at least satisfied with; we now
12 December meeting. What were the problems have the challenge, in 2006, of seeing whether we can
leading to the delay and what sort of progress are we set up a framework, which would be the framework
making towards getting what we had always for 2007, 2008 and 2009. The requirement is to do this
understood was the objective of a three-year budget in November. At the moment there is still that
for the EDA? diVerence in vision of the Agency, which persisted
Lord Drayson: I think we need to recognise that the last year, and at the moment we still face the
EDA is still at a relatively early stage. It has been in challenge of bridging this gap between our position,
existence for 18 months and, if we think about the of relatively modest growth, step by step, and the
number of people who are on the staV, the position of some others who would wish to see a
importance that we saw of making sure that there was faster growth rate. At the moment I cannot give you
a proper scrutiny of the budgeting process, a good prognosis for that requirement. I would not
particularly going into the detail behind the headline want to give you any sort of clear prediction of that
elements of the budget, that did take some time. We work. It is the challenge we face this year to see
feel that this provides a good start to the disciplines whether we can bridge that gap and come up with an
of the development of the EDA going from here. We approach which set the framework for three years. It
think it is important to establish that there is a is important to understand that the three-year
detailed understanding for the scrutiny of the budget approach is a framework, not a budget, it is a legally-
from here on and there have been discussions binding ceiling.
amongst members in terms of the appropriate size of
the budget and the rate at which that budget should

Q3 Lord Tomlinson: Just a couple of small points toincrease, going forward over the next three years.
follow that up, my Lord Chairman. Both theYou may recall that the Secretary of State wrote to
Minister and Mr Mathewson referred to discussionyour Lordships, following the 13 October EDA
on the appropriate size. Am I correct inSteering Board, to inform you that the Steering
understanding, and if not I am sure you will correctBoard had agreed to postpone agreement for a three-
me, that when we are looking at the rate of growth inyear Financial Framework. Would you like to add
relation to staV in the operational budget we areanything to that?
more on the minimalist wing of that discussion? TheMr Mathewson: Yes. What should have happened
other question is, and I do not expect you to answerlast year is that we had agreement on a three-year
it now, necessarily, but perhaps you could send us aFinancial Framework agreed by the Council and
copy of the key for contributions to the EDA budgetthat, on the basis of Council agreement to the three-
and how it might be visualised as changing as you getyear Framework, the Steering Board was then able to
further enlargement, two of which are fairlyset the budget itself, under the legal umbrella that
imminent?would be provided by Council agreement. As the
Lord Drayson: Absolutely, we would be happy toMinister said, the Secretary of State wrote to you
provide your Lordships with that information. Iafter the 13 October Steering Board to say it was
think there is an important matter of principle thatevident that nations would not be able to agree a

three-year Framework, there was a big diVerence in you have highlighted, which is that we and many
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those things to have been resolved at the formation ofothers within the EDA believe it is appropriate to
grow carefully the EDA, building on success, the Agency. What is your prognosis for resolving

this; what is going to change in a year that has notto recognise that eVectively this is a start-up and not
to put in a budget which is not linked to the clear changed from the outset, from the start?
development of achievement of objectives. This Lord Drayson: Coming at this from our perspective, if
comes from our focus, as I said, particularly under you like, as a businessman who has been involved in
our Presidency, on developing capability, of start-ups of organisations and their development,
identifying how the EDA really is going to make a often there are two views about how you start an
meaningful contribution to the development of the organisation. One is that you start it from a small
clear understanding of where Europe can collaborate base and you grow it, based upon achievement of
to improve capability. We believe, if that is done from clear milestones, but you try to grow it as quickly as
a sound early start, with clear control over the possible, linked to the achievement of the milestones.
finances, clear control over the size and rate of Another approach is to start oV, say, with a big bang
growth, that is going to be good for the long term. with those resources and then work it out as you go.

We believe that, in the medium term, growing it in the
way in which we are planning to do it is going to beQ4 Lord Boyce: This is really bouncing around the
the most eVective. Therefore, it may appear that it issame sort of thing and I can understand the caution,
growing more slowly in the first 18 months, but webut I have to say there is nothing else other than the
believe that will embed the right approach in theEDA which is going to make all our aspirations
medium term, which then will allow the Agency towork, in my view; that is an observation and you may
have a meaningful impact. My prognosis, if you like,disagree with it. It does not seem that there is
is positive. I believe that, as the Agency really startsanything else around so it has got to happen. I get the
to make a diVerence, the fact that we have now gotimpression, and it would be useful if you could
the Code of Conduct in, we have to find the capabilityconfirm it, that you would like to advocate a three-
requirements, these are all very important things, weyear budget, but it is diYcult to see how the EDA can
have a framework to begin looking at research anddo its work, particularly R&T, if they cannot look
technology decisions, these are positive steps whichthree years ahead. Presumably, we are on the pushing
actually do not require a significant budget to achieveside of it rather than holding back. I know there are
them. The budget is going to be needed when wesome countries which are very nervous and they are
move into the next step, which is then thetrying to reign EDA back all the time, and unless we
implementation of this early strategy. We think theactually let them get on with it, and we have got some
prognosis is good.very competent people there, then I think our agenda

is just not going to be met?
Lord Drayson: I recognise the potential danger, in Q6 Lord Dykes: May I go on to the work
there not being suYcient clarity over resources, but programme details, Minister, and thank you for your
there is also a danger that if resources are put in place explanation so far. I think a lot of outside people,
before there is clarity on priorities the funds that are acknowledging the obvious enthusiasm of Nick
provided may not be used to best eVect. In particular, Witney, nonetheless would feel that an austere
taking into account your very strong point on science beginning, and a tightly-controlled beginning, with
and technology, clearly there is an opportunity for us oYcials looking very closely at the developments, is
to work together more eVectively on science and justified. If you take the Secretary of State’s letter of
technology. We need to avoid the danger of moving 2 December, with the three areas that were decided as
quickly into specific research and technology projects the starting areas, apart from the other elements of
without having clarity as to how really they fit with the 2005 work programme which are continuing,
the priorities of need that we have in terms of the namely the commonalities of requirements for
capability. We have really made progress on starting combat equipment for the dismounted soldier, the
that. We believe that taking the time to get that interoperability of the Space ground stations and of
linkage right will mean that when we do move into course the ever thorny question of strategic lift
research and technology it will be linked to the capability, and perhaps that one of the three would
defence military capability gaps that exist and that be regarded by outsiders as the most important, those
money will be spent eVectively and eYciently. are endorsed presumably, by definition, by

implication, with the budget continuing, but what
will be the actual priorities for the EDA in theQ5 Baroness Falkner of Margravine: What is slightly
coming year?worrying about this, I think, is that in the first year of
Lord Drayson: The priorities are to build upon thethe diVerences in vision, in terms of the budget
identification of those areas, to identify how there isalready, when you are talking about a fairly small, in
a fit between the existing assets in those areas, withinrelative terms, staV of 90 and a fairly small budget,

then, in terms of vision, one would have expected the Member States, and the list under the catalogue,
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lack of collaborative projects being thought about atto identify therefore where is the mismatch. There is
also an important point, I think, that we need to aim this stage, so the outlook looks a bit bleak, really,

that there is sort of a dearth of possible, practical,to keep the focus on the development of a capability
without falling into the trap of rushing into solutions collaborative suggestions being made on the ground.

Have you any comment on that?too early. For example, in the case of Space, we
approach that from the point of view of what are the Lord Drayson: I would say that we welcome energy
right solutions to provide capability relating to and ideas for new projects but also we want to see
surveillance, battle-field communications, and so meaningful progress on the projects which we have,
forth, and Space, under the umbrella term, may be an which we have identified. We believe that being clear
appropriate solution to meet military capability as to how the EDA can make meaningful progress,
need. We do not feel that, for example, in Space, we which then will reinforce the success of the EDA,
should be looking at Space just as a sort of generic which will allow the EDA to be seen as a successful
area without having real clarity as to how putting institution which has grown in the right way, which
investment in R&T in Space actually fits the military then generates a momentum of support; we feel that
capability gap. Do you wish to expand on that? the projects which exist at present provide that in the
Mr Regan: There is a range of things, from my way which I have described.
perspective, on the procurement side. There is a lot of
work to be done in terms of the European defence

Q9 Lord Dykes: Do you find that there are someequipment market, and opening up the Code of
Member States which are still very, very reluctant toConduct being the principal aspect of that, where we
see this develop, other than in a fairly marginal way;are engaged already with the EDA in putting the flesh
are there any such Member States?on the bones of the Code of Conduct. That is planned
Lord Drayson: Certainly we would not want to seeto be implemented by July and we expect to see the
this develop in a marginal way. What we would likefirst drafts in the next couple of months or so. That is
to see is that it builds with an accelerating momentuma fairly significant step forward, from our
from a base where we have clear alignment of theperspective.
resources with the objectives, and we believe that we
have achieved an agreement on that from which we

Q7 Lord Dykes: Thank you very much. Minister, do can take things forward. There is a range of views, I
you have an idea in your own mind, if you had to give think, from Member States as to the pace of
the numbers to those priorities, the three areas, which development, which I think one could expect. What
would be your favourite; the one you have just we have is an agreement on a pace of development
mentioned, the ground Space station? which we believe is one which will generate a
Lord Drayson: No. The one which would be in pole successful outcome and we will be looking to provide
position, I think, would be the strategic airlift one, for the support and energy from our side to try to ensure
two reasons. I think, firstly, because there is a very that takes place.
clear need which can be addressed without a major Mr Mathewson: If I might say something on the
research and technology breakthrough, therefore one longer-term processes. We think it is important to get
can see how the Agency could make a meaningful the longer-term processes right, so we attach a lot of
contribution much more quickly in that area without importance to the long-term vision work, thinking
having to make investment in R&T. We need to ahead about what are the sorts of things which
recognise that defence procurement and research for Europe will need, in terms of military capability, in
defence procurement can take considerable amounts 20 years’ time. On the basis of that we can start to
of time, and therefore, if one is looking at a research build an R&T strategy to deliver that. This is very
and technology project, the likelihood of that having much upstream work which will bear fruit, to mix the
an impact on military capability is likely to be metaphor, some time in the future, but clearly there
20 years away. Strategic airlift could have an impact are short-term priorities and sometimes there is a
in a much shorter timescale. tension between putting in place these longer-term

processes that deliver fruit downstream and doing
some of the short-term things. I think strategic lift isQ8 Lord Dykes: There is always the problem, with

the formation of this kind of thing, presumably, a short-term priority, we all recognise that. The
approach that the EDA might be able to bring to thisalthough this is unique and sui generis as well, that it

becomes a sort of very illustrious, institutionalised is bringing together a group of countries which have
an aspiration to acquire strategic lift and helpingthink tank within the EU framework and not

anything more, to use the wrong phrase, for heavy lift them find a way they can do it together. A model is
the ad hoc group that the EDA set up beforeand other things, down to earth. I imagine there must

be a collective ministerial will in the Council, Christmas on air-to-air refuelling. It does not require
any technological breakthrough to do air-to-airamongst Defence Ministers, to try to avoid that.

Javier Solana has complained again recently of the refuelling but perhaps countries can be helped to
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defence needs and we have set that out very clearlycome together to find a way in which collectively they
can acquire that capability. That is the challenge, I within the Defence Industrial Strategy. Therefore,

with our membership of the EDA, we do have athink, with strategic lift, not what is the technology
but how can nations collectively acquire the framework where we can see how this can be done to

align with the longer-term defence interests which wetechnology.
have, and there I think we have an opportunity
within Europe, which is to look at ways of investingQ10 Lord Dykes: Presumably, some of those
in research and technology to deliver improvedpossibilities do not require any further mandates, do
aVordability of defence capability. We have tothey, from the Council of Ministers? They can now be
recognise that there is a significant diVerence in termslaunched by the EDA?
of budgets and we have to recognise, therefore, theMr Mathewson: Yes.
way in which we can spend our research investment
to deliver a defence capability which is battle-

Q11 Lord Freeman: On the subject of R&T, and winning, which really does make a meaningful
following Lord Dykes’s question, perhaps I could ask diVerence to our security but which does it in areas
a supplementary question. Before that, can I declare where Europe can be eVective, competitive and
an interest as a Director of Telis SA, which is a deliver capability which will be aVordable for
French defence procurement company. I follow Paul Europe. We have set that out as part of our policy
Drayson’s arguments that it is important to get the within the DIS, therefore we want to encourage the
capability requirements settled before you invest EDA to identify that in the other Member States, to
substantial R&T funds and how you meet those, I am identify the areas of overlap, where we agree that
persuaded of the logic of that. What I am concerned these are areas where we can collaborate eVectively,
about is the enormous diVerence between the United and then to make that investment. That is the time for
States’s capability in R&T and that of individual the budget to be increased, for the momentum to be
countries within the European Union, and, if we are increased, because you have got real alignment of
not careful, it seems that one giant procurement of your strategy to meet your defence needs.
R&T is going to dwarf the individual methods of Mr Mathewson: If I may, Lord Freeman, another
individual countries. Therefore my question is, and I aspect on imbalance is within Europe, not in the
would be grateful if you could elaborate just a little mismatch between the US and Europe but within
bit further your comments on R&T, whether one Europe. I think the figures are that the UK and
cannot make a little bit more speedy progress on this France between them spend 75 per cent of the defence
matter, for two reasons? First of all, the very long R&T undertaken in Europe. We wanted to use the
lead times, very often in terms of delivery of EDA to try to correct that. Ministers are committed
equipment, very often help collaboration because to a programme of work on first properly
countries are already committed to specific understanding the statistics but then trying to go
requirements. Secondly, even bilateral or trilateral beyond that in setting targets for defence R&T. If we
co-operation between the British and the French or can use the EDA not to have a debate about where
the British, French and Germans, one might be able the British and French budget is best spent but to
to make faster progress within the umbrella of the initiate a debate on how we can get others, who are
EDA rather than expecting more countries to underinvesting in R&T, to do more then that will go
contribute. Cannot we make a little bit more some way towards correcting that.
accelerated progress in this field than otherwise
would be a good case?

Q12 Chairman: Minister, I am really struggling toLord Drayson: I agree with you absolutely that the
see where we are. This Committee is supporting therelative balance of the weight of the American
EDA and probably you know that we did a shortinvestment in defence research and technology,
inquiry into it and produced a report. One of thecompared with European investment, is a concern. I
conclusions we came to was that it was going tothink that the need to get improved eYciency from
succeed only if the Member States had the will tothe research and technology investment that is made
make it succeed, which was not something that if itwithin Europe is a key matter and we need to look for
did not work it would be the fault of the EDA, and itways to achieve that and we see that the EDA is a very
would not be the fault of some vague concept calleduseful vehicle to accelerate that. Also we believe that
Europe or Brussels, it would actually be the Memberthis again comes back though to being clear about the
States. I just come back to the point I think to whichstrategy that Europe adopts and we think that the
Lord Dykes referred, Mr Solana’s report and his veryUnited Kingdom has an important part to play in
specific conclusion that the lack of concretethis. Recently we have given thought, within the
proposals for ad hoc collaborative projectsMinistry of Defence, to the appropriate strategy for
represents the main area of disappointment to date.us on research and technology and the alignment of

our defence industry investments with our long-term He concludes also in this report that the collective
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important to make sure that when starting anywill has got to be used to achieve the joint ambition.
It seems to me that the agenda which he set down research project it is really clear where the added

value is, because every euro or pound that isparticularly on the flagship projects has not really
gone anywhere. They are a list of identifying things, contributed to the budget for research and

technology within the EDA is going to come out ofworking groups, there is nothing very specific here. Is
that a fair criticism, or do I read Mr Solana’s the defence budgets of the Member States. Therefore,

it is about making sure that the EDA is working onconclusions wrongly?
things which really do meaningfully add value toMr Regan: I think it is important that we develop the
defence capability across Europe, and I repeat thatEDA with as much drive as we can and there is
we feel it is important to get that right. That is one ofalways room for improvement in these matters. I
the lessons, I think, which we have learned of the waythink also we need to ensure, though, that we really
in which we are trying to improve the performance ofdo build something which is sustainable and delivers
our defence investment in research and technologyresults. We are only 18 months into this and we have
and our procurement practices, and we do not thinkachieved, we believe, a considerable amount in
this is an unreasonable approach.making sure that we have alignment. I do not sense

that there is a lack of commitment across the Member
States, but we do need to recognise that Member

Q14 Lord Dykes: Further to that, it is an illustrationStates come to the EDA from very diVerent
in your own answers of how diYcult this is, as theperspectives. It is not surprising that it may take time
politicians and the oYcials are grappling with “Whatto identify those areas where there is clarity of
should this Agency do?” and it is understandable. Iagreement on things which are relevant to all
am not being critical about that, it is inevitable, IMember States. Given the point which has just been
suppose, by the very nature of the new beast. Mrmade, in terms of the relative balance, in terms of the
Mathewson’s statistic of France and Britain togetherspend that takes place across Europe, and one thinks
is very, very vivid and the inevitable expectationabout the wide diVerence in capabilities of existing
amongst the cynics, of which idealistic members ofArmed Forces within Member States, I do not think
select committees would not be included, would beit surprising that it takes time to get clarity about
that countries like France and Britain particularly,those things which people feel, at both ends of the
and then other big countries, would carry on withspectrum, are really relevant to their needs and then
their own national projects plus substantialto move forward on projects with that clarity.
collaborative things on a bilateral basis like this after
the St Malo Agreements. All of those very useful and
indeed becoming indispensable, in a way. ThereforeQ13 Chairman: When we saw Mr Witney, the
this will be sort of just a little marginal addition to theunmanned air vehicles and the armoured fighting
total panoply, whereas its very creation suggested thevehicles and the command, control and
alternative rationale of a much more ambitious aimcommunication, they had already been identified,
should be right for this Agency. Are there anyand I think other Members may recall that I think the
particular products you would have in mind, even oncommand, control and communication project was
a putative basis, so you would not be held to it latervery high, or it seemed to be, on Mr Witney’s agenda
on maybe, where other countries can be drawn inbecause of problems which existed in Bosnia, but this
quite easily, in a way, notwithstanding their anxietiesreport now says only that it identified a number of
about budget allocations, which would fit into theimportant strands to pursue. The UAVs and AFVs
EDA’s list of activities? What about defined radioMr Solana says might come without any joint
transmission; would that appeal to some of the otherinvestment. Whilst I appreciate it is early days, these
countries which do not have big defence budgets?things were on the table right at the very beginning

and we are still writing their objectives, but nobody is Lord Drayson: That is the key question. I think one
needs to recognise, if one takes, for example, radioactually pursuing anything, or there seems to be no

real progress, and I wonder why, because there was communications, or one takes the example of
unmanned air vehicles, that those are areas whereno lack of enthusiasm for any of this in the EDA?
there are enormous research and technologyLord Drayson: I think that there may be a mismatch
investments already taking place within Memberbetween expectations, in terms of the speed at which
States, taking place also within the United Statesan investment is made. For example, if we take
themselves. Therefore, one must ask, given theunmanned air vehicles, the level of investment that
relative size that the EDA is likely to have, even at thewill be required to make a meaningful impact on
limit of the greatest speed which has been talkedunmanned air vehicle technology is very
about, if the EDA were doubled, tripled orconsiderable; the length of time in which that

research in going to have to be undertaken to deliver quadrupled in size, would that actually make a
meaningful diVerence to the defence impact of thethat improvement in military capability is a

considerable length of time. Therefore, it is development of those technologies. Where the EDA
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the mismatch between defence capabilities acrosscan make a real diVerence now is identifying those
areas which are relevant to the defence needs of the Europe now, without going into the research and

technology which is going to take a long time toMember States, particularly when looking at peace-
keeping operations now, therefore acting as a deliver benefit and will be very small relative to the

existing budgets which are taking place alreadymechanism whereby new ways can be found to
collaborate on an eYcient basis with existing assets is within a number of the Member States. We will be

very happy to provide your Lordships with themuch more valuable, in our assessment, than the
longer-term research. There are going to be areas summary that Lord Tomlinson requests, if that will

be helpful.where the research and technology can make a
contribution, but the relative amounts of money
which are involved and the timescales mean that the

Q17 Lord Boyce: I think actually we have talkeddelivery of results which is going to reinforce the
around this already. In December, the Commissionsuccess of the EDA is going to be some time in
announced the results of a study, of a consultationcoming. However, the results relating to the
they were doing regarding defence procurement. Iidentification of existing capability are much more
think the intention during the course of this year is tonear-term and do not require very significant
produce two interpretive documents on what theyresearch and technology budgets to achieve, they can
have learned, with a view to producing some sort ofbe achieved with the size of the existing Agency as it
legislation next year. I wonder, Minister, if yougrows over the next two years, and this is I think an
would like to comment on how our Government viewimportant point.
the Commission’s proposal on the next steps for
defence procurement? Will you wrap up in that,

Q15 Lord Dykes: Are you confident that the Head of because it is bound to come in, it has been mentioned
the Agency, Mr Solana, and the Chief Executive, already by Mr Regan, how those can be reconciled
Mr Witney, have the same philosophy? with the voluntary Code of Conduct? Also, and you
Lord Drayson: Yes. may not wish to comment on this particularly, how

you think Member States are going to behave as far
as the voluntary Code of Conduct is concerned? I amQ16 Lord Tomlinson: My Lord Chairman, I was
sure, as far as the UK is concerned, we will besharing your doubts. What I would find helpful is if
assiduous and conscientious, as we always are, butsomehow, in the not too distant future, we could have
would you be prepared to comment on whether youjust a few simple sheets of A5, or A4, with the subject
think other countries are really going to behave well,area that we decided, the original early goals of the
given that their track record regarding 296 has notEuropean Defence Agency, those that are now being
been exactly good?added, and showing us where the allocation of the
Lord Drayson: We believe that the Code of ConductEDA budget is going, what the particular projects
is a very useful document to improve the clarity andare, what the expectations of the projects are,
transparency of the openness of the defence marketwhether it is something they do themselves or
across Europe. The important advantage it providessomething they encourage collaboratively with other
is an agreed baseline of understanding of the Code ofMember States and how we evaluate success, so that
Conduct and the key for us really is to see how itwe have got about only eight sheets of paper needed,
delivers. We will be looking at, as you say, from theone for each of about eight diVerent areas, so that we
UK’s perspective, how the other Member Statescan have that sort of grip and see where we are going.
perform in relationship to the Code of Conduct, butI would find that very helpful indeed, particularly
we are optimistic about its impact. We see it as aagainst the background of being slightly worried. I
positive development to the opening up toasked Mr Mathewson a question because he was
competition of the defence market within Europe.visualising 20 years forward and I get worried when
We have one of the most open defence markets in thepeople are trying to visualise 20 years forward. I just
world here within the United Kingdom; we believeask you, can you find any time in the 20th century, if
that is what delivers the most eVective militaryyou had stood still and tried to visualise 20 years
capability and value for money for our taxpayers. Wehence would you have got it right? I suggest not. I am
would not support any measures which would impactencouraging the Minister to commit himself much
upon legitimate use of Article 296. We would have tomore to the here and now and much less to crystal
look at any interpretive communications in the detailball gazing, unless you find an appropriate budget
of those which are being proposed, but it is importantline to develop an eVective crystal ball?
that the emphasis is placed now on using the Code ofLord Drayson: I agree 100 per cent with the noble
Conduct to see how it performs, whilst recognisingLord Tomlinson on this point. The reason why I am
the important needs that Member States have instressing the importance of these short-term
terms of the management and development of theirobjectives is that I am emphasising the positive

impact that the EDA can have now by focusing on security and defence posture.
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feeling that has not been done as widely as may beQ18 Lord Boyce: Given how much importance you
attach to the Code of Conduct, and rightly so as well, ideal then we need to look at that further, but we need
can it be a plank for the Commission’s future defence to recognise that it is important for the MoD to use
procurements and policy if it is only voluntary; and it the channels of communication and consultation
is only voluntary? which exist. That was a channel, for example, that we
Lord Drayson: We believe that it is right to start with used for the development of the Defence Industrial
a voluntary Code which sets out principles under Strategy over the last six months and we did find it to
which people have reached agreement and then let us be a very eVective mechanism under that, but
see how it is being adhered to and let us learn lessons certainly we are prepared to learn any lessons which
from that and we really do have to see how well it you feel may be relevant. On the matter of intellectual
works. property, I think you put your finger on a very

important strategic point for both the global defence
industry and countries, whether the United States,Q19 Lord Boyce: If I may pursue that, do you
us, or members in Europe, which is that issuesenvisage therefore that eventually it may be non-
relating to intellectual property, ownership of designvoluntary, in other words, be like a sort of non-296 in
authority, are becoming much more strategicallydue course, instead of an institutionalised one?
important in defence matters because of the nature ofLord Drayson: Really we will have to see, I think; it is
the technological change. Whereas, perhaps in othertoo early to judge.
industries, where intellectual property became moreMr Regan: I think this is an iterative process that we
important earlier, and I can think of examples, it isare engaged in. You have to remember that the Code

of Conduct applies, if you like, to the right-hand side dawning on the defence industry now that intellectual
of Article 296; it is that which is normally exempted property and design authorities need to be managed
from the generality of the public procurement rules. as strategic assets because they are directly related to
That is the reason why we need to suck it and see. I the delivery of military capability. We see this as a
draw comfort from two things. One, the EDA will be fundamental plank of our strategy here within the
monitoring it and will be naming and shaming if there United Kingdom. We see this as being an important
are clear breaches of the principles set out in the Code role of the EDA to identify clarity over how
of Conduct. Secondly, there is the fact that the Code intellectual property should be managed where that
of Conduct was vigorously supported by the crosses border issues and we see this actually as a
principal defence spenders in Europe, so we have potential opportunity for the EDA to make a
buy-in from some of the major players. It will be contribution. We hope that the matter of intellectual
interesting for all of us to see, once we have property can rise up the agenda in the discussions
regulations that will apply to notification of between governments and the defence industry.
transactions, what is the proof of the pudding.

Q20 Lord Boyce: May I ask two further questions; Q21 Lord Boyce: That is extremely interesting;
one is from a rather parochial point of view. First of thank you very much indeed. I was asking you also
all, what is the sort of buy-in from UK industry? I whether we feel that the further submergence of us in
happen to know that the consultation process before

this voluntary Code of Conduct in European defencethe voluntary Code of Conduct was not that wide, for
procurement might aVect our relationship across thea variety of reasons. I know the DIC were involved,
Atlantic with America, which is already very diYcultbut the other 400 or so defence manufacturers were
in terms of intellectual property?not, other than in the last 48 hours. It may be too
Mr Regan: There is a degree of nervousness in theearly for you to say, at this stage, but now they have
United States about the EDA. I think a lot of it hashad a chance to think about it, and hopefully learn a
been based on ignorance. We have taken steps tobit more about it, are they on side? The second
brief the US trade associations, as well as thequestion is are we concerned about the exchange of
measures we took with our own industry through theinformation technology with the United States, as
DIC, on what the development was likely to mean, inthey see us backing into this Code of Conduct; will
terms of transatlantic trade. Many of the majorthat make life, which is already extremely diYcult,
American prime contractors are now represented ineven more diYcult still on IATR?
Europe and are seen to be part of the EuropeanLord Drayson: With regard to the consultation
defence industry. My sense is that they are quiteprocess, the Defence Industry Council is the main
relaxed about the implications because they will bemechanism by which the MoD communicates with
seen as a part of the European defence industry.industry and so membership of the NDIC is made up
Anything that improves the European defenceof representatives from the industry trade bodies,
equipment market is probably good in bothwhose responsibility it is to ensure that there is wide

consultation of these matters. I think if there is a competitive and value for money terms.
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Q25 Lord Dykes: Just a very quick, technicalLord Drayson: I think it is important for me to stress
though that we regard it as important to ensure that question; will the third phase, the issuing to the

regulations, be internal regulations of the Agency orwe continue to be able to collaborate eVectively both
within Europe and with the United States and we regulations of the ESDP?

Mr Regan: The Agency regulations.have set out very clearly recently that we will continue
to do that. We need to take a pragmatic approach to
what delivers defence capability and value for money Q26 Lord Dykes: In turn?
and we will continue to do so. Mr Regan: Yes; subscribing members.

Q27 Lord Dykes: Which, by the very act of
subscription, they accept; internal regulations?Q22 Chairman: Can I ask you if possibly Spain has
Mr Regan: Yes.not signed up to the voluntary Code?

Mr Mathewson: At the moment no countries have
acceded to the Code, but the Code has been adopted Q28 Lord Truscott: My Lord Chairman; just to go
by ministers and nations have been asked, by April, back to this question of processes and substance really,
to declare whether they are in or out; in fact, I think that you mentioned yourself. The ESDP Presidency
the way that the question is asked is that they have Report provided a lot of detail on the processes being
been given until April to opt out, and failing that put in place to improve capabilities, including the
there will be a presumption that they will be in. That Requirements catalogue, but there is still the question
is the timetable. We have made it very clear about the substance and delivery. I have here, as
nationally that we will accede to the Code and exhibit A, the Capabilities Improvement chart, which
others have. lists 63 diVerent capabilities. I notice that, between

2002 and 2005, 53 of those had not improved at all,
significantly, and many of those are major capabilities,
and of the 10 which have improved or have beenQ23 Chairman: Apart from Denmark, which is not
solved, as they put it here, some of them are fairlyinvolved, has not everybody indicated their
minor capabilities, I would say. At that rate ofagreement, the participating Member States?
progress, I would estimate that they will achieve theMr Mathewson: At the Steering Board in November,
2010 Headline Goal in about 30 years. My firstministers collectively in the Steering Board adopted
question is, is there any chance of EU Member Statesthe Code but then there were two further steps: by
achieving the 2010 Headline Goal in the next 50 years,April, nations to accede to the Code, i.e. to say they
and what is the current state of EU capabilities?are going to work by it; and then, by July, to
Linked to that really is a question about how theintroduce the regulations by which the Code will
Government view the development of futureoperate. At the moment no-one has said they are not
European capabilities, particularly the role of thegoing to accede to the Code. Spain was one of the
battle groups, which I think are due to becomecountries which seemed more nervous in the
operational, are they not, in January 2007?negotiation of the Code but it has not said—I do not
Lord Drayson: Answering your question directly, yes,think it has said—that it will not accede, formally.
we do believe that the Headline Goal can be achieved
within 50 years, and the reason is because we believe
that there will be an acceleration of the rate of

Q24 Lord Boyce: Just to follow on from that, I had progress, and that is in the nature, we believe, of this
not realised that there was this sort of break-point in type of organisation in the development of its impact.
April; that is very interesting. Do you have in your We expect to see an acceleration of momentum, and
mind that, come April, if countries X, Y and Z do not only by an acceleration of momentum are those
sign up, the Code unravels, depending upon who X, Headline Goals going to be achieved; so where does
Y and Z are, of course? my optimism come from? I think it comes from the
Mr Mathewson: No. I think, if countries X, Y and Z fact that there have been examples where some
were the UK, France and Germany then the Code diYcult issues have been addressed and progress has
unravels, to use your word. No; I think one can been made. I would say that the identification of the
imagine other countries being X, Y and Z, where that battle groups and the fact that such a significant
is not the case. Our expectation is that the majority, number of Member States have signed up to provide
if not all, will accede and that is our position. We will battle groups, when one thinks about the important
be pressing countries to accede and we will be considerations that have to be taken into account by
disappointed if countries do not accede; but at the Member States actually to sign up to such a thing,
moment, because we have not reached the point of because really that is quite significant, is a very good
the question being put formally, no country has sign. When we look at progress which has been made

on strategic airlift, I underline strategic airlift as anopted out.
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Q30 Lord Truscott: It is one thing about developingimportant area because we regard it as an area of
the capability of the battle groups and whether eachdeficiency in capability, which can be both addressed
country comes up with their quota to put them intorelatively quickly without the research and
the field, but what about the strategic use of the battletechnology investment, it is one which is shared
groups, is there any concept of in what sorts ofamongst the Member States, and we have seen, last
circumstances the battle groups would be used, whichmonth, 15 European nations agree to pursue a
sort of theatre-type operations? Has there been a lotstrategic airlift interim solution. Also we know that
of thought given to that?the manufacture of heavy aircraft is an area where
Mr Mathewson: It is not prescriptive. The thinkingEurope actually has a very successful industrial base.
behind the battle group concept is that this is aTherefore I think we should not be pessimistic but we
relatively small-scale intervention, so that alreadydo need to continue to apply the drive and the
determines the nature of the crisis. These are small-pressure to make sure that this acceleration of
scale, local crises at some range, I think the planningmomentum takes place.
guideline is 6,000 kilometres, so you can start toMr Mathewson: I think we would share your concern.
understand where in the world; it is intended as aWe share the underlying concern that Europe needs
short-notice, small-scale response. The thinking isto do more to develop military capability. We are
that there are crises which occur, where a rapidgoing through a transitional period of history. There
response can nip it in the bud. I think Sierra Leone,is much greater expectation on European countries
in our recent national experience, might be annow to be prepared to deploy forces, sustain forces,
example of that; where if the EU can deployat some distance, rather than the former NATO
something quickly, at small scale, it heads oV thethinking of territorial defence, or even in some cases
need for a much larger deployment down the road.neutrality, a very limited territorial defence, and this
That is what the EU is trying to do with battle groups,is posing a major challenge to some countries but
to have the ability to respond quickly, nip the crisis inthey seem to be responding pretty well. The Nordic
the bud and to spread the burden of that. At thecountries, led by Sweden, have formed a battle group.
moment the UK can do it, or France can do it; weIt will be a major achievement when a Nordic battle
want other countries to take their part in being ablegroup can deploy at some thousand kilometres and
to nip crises in the bud. It is a good concept andconduct a peace-support operation; but for Sweden
nations have responded positively to it; we need toto make the adaptation which allows it to do that is
keep up the pressure on them to ensure that, come

a challenge to them. I think all countries are going FOC next year, there is real capability and they can
through this transition, but we share the concern really go and do these jobs.
which underlies your question that ESDP should not
be just about headline numbers in a Requirements
catalogue, it is about pushing countries actually to Q31 Lord Boyce: I have a couple of questions on
develop the real capabilities, which are about that. First of all, this is becoming a bit of a jewel in

the crown, as far as EU defence is concerned; can youdeploying, sustaining, to meet both the ESDP need
reassure us that the operational eVectiveness of theand also to meet Europe’s responsibilities within
battle groups will be genuinely tested and not given aNATO. There is a way to go.
sort of political whitewash to declare them ready
when actually they are not really fit to fight? Is there
going to be quite a rigorous pass/fail exam which they

Q29 Lord Truscott: How do you see the future role are required to go through? Secondly, to enable them
of the battle groups developing? to get operating quickly, is there a happy acceptance
Mr Mathewson: So far so good, is the answer, and the from all members, including France, to employ
proof of the pudding will be in the eating. We are in Berlin Plus to launch them, if required, where they do
an initial operational capability period of the battle not have the assets to go, for example, if they want to
group. As you said, we will reach full operational have fast strategic lift or communications or some of
capability next year. Most of the places on the battle the other facilities that Berlin Plus allows? Is there
group roster have now been filled. The challenge is to really acceptance that Berlin Plus will be employed to
make sure that is real capability and we will work allow the battle groups to be deployed quickly and
bilaterally with countries. We are working very eVectively and probably sometimes over a long
closely with Sweden and the Nordic countries to range?
ensure that they understand the challenges they face Mr Mathewson: In answer to your first question, we
in deploying the Nordic battle group. I think we are starting the thinking about scrutiny evaluation
recognise that countries have a real challenge. We and assessment of the capability. There is not an
expect that nations will be able to honour the answer yet. I recognise your concern. The thinking
commitments they have taken on in declaring the behind the battle groups is that they should be able to

deploy autonomously, that the nation whichbattle group on the battle group roster.
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achieve what may be impossible, simply to ask thegenerates the battle group has the capability to
deploy it; without reliance on Berlin Plus. That is a EDA to be a broker, a broker bilaterally or

trilaterally, wherever it is possible to achieve somechallenge and they are not all yet in the position of
having achieved that. To go back to the example that modest collaboration, I hope in R&T, because I think

the long lead times are helpful there, rather thanI gave because we understand them best, the Swedes
know at the moment that they cannot deploy trying to pursue something which ultimately may be

undeliverable?autonomously the Nordic battle group. They are
looking at their options for that, including strategic Lord Drayson: If I may say so, Lord Freeman, you

have described exactly our position. We would like toair forces.
and expect to see progress in the near term which
makes a meaningful diVerence to the defenceQ32 Lord Boyce: If I may, is that part of the pass/fail

criteria; you cannot declare yourself unless you are capability that we have and Europe has. We would
like to see and we are pursuing, our agenda is toable to do flash to bang, as it were?

Mr Mathewson: Yes. The concept is that, encourage the EDA to focus on those areas where it
can make a real diVerence. You used the wordautonomous deployment, unless they are able to

deploy autonomously they have not yet achieved the broker; people have described it as a dating agency.
There are several metaphors, I think, for how thestandard. Going back to Sweden, we know they are

looking at that seriously and looking at their options, EDA functions within defence, but there is absolutely
no doubt in my mind that there is an opportunity forbut the criteria include getting yourself there, under

your own steam. the EDA to make an impact now. I would like to see
the EDA make a diVerence now. I have given
examples as to how things are starting to happen. IQ33 Lord Freeman: My question relates to the

patience of the Minister and the MoD and also goes was really encouraged by the initiative around the
strategic airlift, because it does provide a capabilityback to Lord Tomlinson’s robust “action this day”

call. If, on procurement and collaboration, on now. I hope that gives you some sense of my patience.
Chairman: Can I thank you, Minister, Lordprocurement and R&T, it is palpably not working

after a certain period of time, a year or two years, Drayson, for coming, and Mr Mathewson and Mr
Regan, and for dealing with this Sub-Committee’swould Her Majesty’s Government consider a fall-

back plan for the EDA? Rather than seeking to questions. Thank you very much indeed.

Letter from Lord Drayson, Minister for Defence Procurement, Ministry of Defence

I hope the Committee found my evidence session on 19 January useful. I thought it a helpful opportunity to
build on the excellent working relationship that is developing between your Committee and the MOD. During
the evidence session I agreed to pass on to the Committee the key for Member States’ contribution to the EDA
budget and information concerning all the projects that the EDA is currently engaged.

I have enclosed at annex the key showing Member States’ contribution to the EDA’s budget in 2006. As you
can see the United Kingdom contribution for the 2006 calendar year will be ƒ3,778,052 which equates to 17.57
per cent of Member States’ contributions. For comparison, in calendar year 2005 the figure was ƒ3,596,803
which equated to 18.07 per cent of Member States’ contributions. I would envisage that the United Kingdom
percentage contribution may be reduced slightly following enlargement. However, I am not able to provide
you with more details as contributions are re-calculated at the beginning of each year on the basis of each
Member State’s gross national income.

In respect of the other information that was requested regarding the EDA’s work programme, we are today
seeking additional information from the EDA in order to provide you with the fullest information. We are
still awaiting this but as soon as it arrives I will write again.

4 February 2006

European Defence Agency 2006 pMS Contributions
In ƒ

Participating Member
States 2006 2006 Key (per cent) Annual Contribution

Germany (DE) 16,376,649,886 20,973 4,509,125
United Kingdom (UK) 13,721,474,259 17,572 3,778,052
France (FR) 12,644,993,300 16,194 3,481,656
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Participating Member
States 2006 2006 Key (per cent) Annual Contribution

Italy (IT) 10,377,618,038 13,290 2,857,359
Spain (ES) 6,463,932,944 8,278 1,779,771
Netherlands (NL) 3,492,905,662 4,473 961,732
Belgium (BE) 2,246,445,563 2,877 618,533
Sweden (SE) 2,210,289,564 2,831 608,578
Austria (AT) 1,780,435,235 2,280 490,223
Poland (PL) 1,721,843,274 2,205 474,090
Greece (EL) 1,359,755,596 1,741 374,393
Finland (FI) 1,158,456,573 1,484 318,968
Portugal (PT) 1,025,987,484 1,314 282,494
Ireland (IE) 1,017,147,356 1,303 280,060
Czech Republic (CZ) 714,261,894 0,915 196,664
Hungary (HU) 650,820,897 0,833 179,196
Slovakia (SK) 282,872,585 0,362 77,886
Slovenia (SI) 210,319,358 0,269 57,909
Luxembourg (LU) 184,111,284 0,236 50,693
Lithuania (LT) 150,866,575 0,193 41,539
Cyprus (CY) 97,509,195 0,125 26,848
Latvia (LV) 93,289,799 0,119 25,686
Estonia (EE) 70,757,634 0,091 19,482
Malta (MT) 32,911,578 0,042 9,062
Total 24 pMS 78,085,655,533 100,000 21,500,000
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