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Abstract

European policymakers face difficult trade-offs when aiming to increase economic
growth and industrial competitiveness, stepping up efforts in green and digital
economies, and coming to terms with new security realities requiring increased
investments. As European and several national elections in 2024 have shown, this
is not an easy circle to square. This paper makes an argument for the European
Union to develop a coherent and overarching approach to security investments
aligned with the current green and digital agendas and based on a broadening

of two of Europe’s unique, long-standing policy frameworks. The first is the area
of research and innovation policy, where the nature of the multi-level governance
between the EU and its Member States has been one of “shared parallel
competence”, implying that EU Member States can carry out national science

and research policies in parallel to the EU. This institutional set-up offers the
opportunity to broaden, in a relatively straightforward way, the current European
Research and Innovation Area (ERA) into a European Defence Research and
Innovation Area (EDRIA). The second framework is the EU's regional, so-called
cohesion policy, which could be described as Europe’s “secret” weapon. The
integration of security issues into European regional policies represents, in the
current insecure international geo-political environment, a logical, new expression
of intra-regional European solidarity, and offers the opportunity to enlarge current
cohesion policy towards a European territorial security policy.

Introduction

The past decade has seen a significant change in the global geo-political context
in which the European Union (EU) operates. The wave of socio-economic and
technological disruptions and geopolitical tensions could even be said to be
shaking the foundations of the EU itself.

For an institution that received the Nobel Peace Prize for demonstrating how
openness in trade and economic integration amongst individual nations would not
just bring economic growth and welfare but also peace, this change represents

a fundamental challenge, even an existential threat. In his 2012 Nobel Peace
Prize acceptance speech, José Manuel Durdo Barroso, then the president of

the European Commission, highlighted the particular role of openness: “As a
successful exam


https://www.nobelprize.org/prizes/peace/2012/eu/lecture/




opening up to dual-use opportunities (that is, enabling the development of the
military use of civilian research and the development of civilian applications of
military research as proposed in the White Paper “On options for enhancing
support for research and development involving technologies with dual-use
potential™) in these two priority areas are likely to incentivise the innovation
dynamics associated with Europe’s large internal market implementation
opportunities. The civilian military separation has prevented Europe from reaping
the full spill-over benefits from European military procurement, the latter having
been constrained to national procurement initiatives. This explains why, contrary to




Five years ago, at the start of the present outgoing Commission, the internal and
external openness of such policies were heralded as having directly contributed
to the EU’s global position in research and innovation. As the external expert
group RISE concluded in 2019 on the ERA: “Europe is a global R&l powerhouse.
Its scientific base has significantly strengthened over the past decade, including
through EU action (e.g. European Research Council). It rates among the top
worldwide. With only 7% of the world population, Europe is responsible for 20%
of global R&D investment and 30% of the most excellent world-wide research. It
is the leading economy in terms of public investment in R&D. The 2019 European
Innovation Scoreboard shows the EU's innovation performance has improved for
four years in a row and, for the first time ever, Europe is now outperforming the
United States. European companies lead the world in industrial sectors such as
pharmaceuticals, chemicals, mechanical engineering and fashion. Paris, Berlin or
Barcelona and other European cities now rank among the most attractive start-up
ecosystems worldwide...” (European Commission 2017).

Today, five years later, this optimistic vision on Europe’s world position in research
and innovation has changed radically. The COVID-19 pandemic, the outbreak

of a devastating war on Europe’s own borders with the Russian invasion in
Ukraine, and the spike in energy prices, suddenly brought Europe’s foreign




to address threats to its economic sovereignty”, then it “must learn to think as a



https://www.ons.gov.uk/economy/governmentpublicsectorandtaxes/researchanddevelopmentexpenditure/bulletins/ukgovernmentexpenditureonscienceengineeringandtechnology/2022

The total amount of all public government allocations to R&D for the EU-27
amounted in 2022 to some €117 billion, compared to €161 billion for the US and
€86 billion for Japan. At the individual EU member country level, these figures are
much smaller: they range from €43 billion per year in Germany to €4.1 billion in
Sweden, €445 million in Croatia and €37 million in Malta. As Figure 1 illustrates,
the amount of public funds that Germany spent on R&D in 2022 was as much as
France, Italy and Spain (the next largest EU spenders) combined. By contrast, the
public R&D budgets of most of the smaller EU Member States represented less
than 1 per cent of Germany'’s public R&D investment. To these national public
budgets should be added the European Horizon programme (a total budget of
€95.5 billion over the period 2021-2027).

Why are these absolute differences in European countries’ size of their public
R&D budgets important?'® The answer is that they matter particularly because
they enable even smaller countries to cover all relevant research fields so as

to “absorb” nationally world-wide contributions to knowledge advancement, let
alone contribute to it. For the vast majority of countries in Europe, the public R&D
budgets are insufficient to cover all relevant research fields. As an interesting
thought experiment, one might consider the H2020 average annual budget of €13
billion euro as the minimum scale benchmark covering all relevant research areas
and topics in the EU. If this figure were included in Figure 1, it would illustrate
that, apart from the UK, only France and Germany within the EU today have the
budgetary room for manoeuvre to cover all relevant research areas.

Looking at total (both public and privately funded) research in relative terms — that
is, as a percentage of GDP — the EU's R&D intensity has been slowly increasing.
However, it currently lags behind not just the US and Japan, but since 2019 also
behind China, as illustrated in Figure 2.
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Table 1. Government budget allocations for R&D in defence by country (in

million euros)
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security needs and to enhance the Union's strategic autonomy”. The plan included
the proposal for a EDF launched in June 2017 which has been functioning since
January 2021 with a total budget of €7.953 billion for the period 2021-2027. One
third aimed at funding competitive and collaborative defence research projects
through grants, and two-thirds complemented Member States’ investments by
co-financing the costs for defence capabilities development following the research
stage.

Not surprisingly, most EU countriest, both small and large, are currently

members of NATO. NATO, as an intergovernmental military alliance, has a very
different political purpose. Today it fulfils the missing European defence research
coordination role, benefitting the US as the country with the largest industrial
military sector estimated by the Stockholm International Peace Research Institute
(SIPRI) at some $916 billion and also the largest defence research sector,
estimated at some $90 billion, as highlighted above in 2023.

In short, while there are many similarities in the national fragmentation of total
public research funding and defence-related research funding in Europe, the
civilian research sector has clearly benefited in recent decades from the gradual
expansion of a large array of complementary European research policy initiatives
enhancing the opportunities for knowledge diffusion and research collaboration
across public and private agents, as encapsulated by the framework programmes
and the concept of the European Research Area. By contrast, research in defence
did not receive such benefits; it remained, even after the creation of the EDF,
primarily a national prerogative.

There is little doubt that one of the main reasons for this concerns the absence

of any specific European policy framework for enhancing the benefits of Europe’s
large integrated market for individual Member States’ own security. The military
sector remained largely absent in the European integration project as the project
took form and became institutionalised following the Second World War. Although
the first steps were made in the midst of the Cold War, the European integration
project appeared primarily as a peace project. That feature was also what was
most clearly recognised in the granting of the Nobel Peace Prize to the EU in
2012, as mentioned in the Introduction. Hence, the peaceful exploitation of nuclear
power, as with the setting up of Euratom (a forerunner of the European Community
of Coal and Steel), became fully part of the European project. The same applies
for the development of civil aviation with the development of the Concorde and the

11 Twenty-three countries are currently members of both the EU and NATO. Four EU Member States —
Austria, Cyprus, Ireland and Malta — are not members of NATO.

creation of Airbus. Dual-use military applications of civilian technologies remained
explicitly outside of the European scope of action; they were eliminated from any
of the framework research support programmes of the EC when they were first
developed in the 1980s and subsequently renewed and enlarged to the current
Horizon Europe R&D support programme.

The Treaty on the European Union actually restricts the use of the EU budget
for defence (European Court of Auditors, 2023). The EU action in the field of



advances, as exemplified by the role DARPA and other organisations played in
the emergence of the digital revolution (Mazzucato 2013 and 2021). Europe, or
its Member States, have failed to develop similar public organisations and their
respective collaboration with other funding organisations, both at the European
and national levels. As we saw during the COVID-19 pandemic, in some areas,
European countries in close collaboration with the European Commission can
overcome the lack of such public sector capabilities. However, this seems to

be more the case during an immediate crisis rather than based on a sustained
capability.

In short, there is little doubt that the fragmented European defence market has
not contributed in any way to the overall competitiveness of Europe’s defence and
security industries, on the contrary.

While the recent EUR 7.9 billion European Defence Fund (EDF) mentioned above
can be considered as a first milestone for collaborative military R&D programmes
across Members States, the EU still lacks a longer-term strategy for the EDF*®

In the next section we turn to the issue of how to design such a strategy within the
framework of an EDRIA complementary to the two strategic goals of the current
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with the expansion of the EU to include the Eastern European countries and the
realisation of a so-called peace dividend. That disarmament process was also

part of a professionalisation of military forces and of the dismantling of military
facilities in many of the (Western and Eastern European) internal border regions.
Many of those regions became now also more centrally located European regions;
others remained from a European perspective peripheral regions: regions on
Europe’'s outside borders. This was particularly the case for the Southern European
countries and the EU’'s new East European member states.

From a historical perspective, the creation and development of national defence-
oriented industrial policies can be considered as national “cohesion” policy tools
avant la lettre. It was accompanied with an explicit industrial policy aimed at
creating a defence industrial and technological base (DITB). It involved territorial
“specialisation”, with an attempt to exploit the border region’s natural absolute




These shifts would allow, first, for market expansion and integration in security-
and defence-related national expenditures (for example, through much

broader dual-use allowances in R&D and procurement); second, by introducing
conditionalities to such investments, governments can advance their green and
digital growth agendas; and third, by integrating territorial development goals into
defence programmes, governments address regional imbalances in their societies.

The reflections presented here are likely to raise many questions and debates,
not just at the level of European and individual member states policy makers, but
also within the science, technology and innovation community itself. Philosophical
and ethical questions concern the need for and nature of the shift from spending
Europe’'s so-called peace dividend from an “open science, open innovation and
open to world” knowledge system now into a more security and fairness based
“Europeanisation” of research and cohesion?!®

Hopefully, the reflections presented here will also contribute to broader discussions
on how to integrate security in the economic narrative of European integration — a
narrative that was always dominated in the past by industrial and technological
competitiveness and more recently by sustainability and digitalisation but is today
in need of a broader perspective, including fairness and, therefore, also security.

18 The response from universities and different public research organisations, the main public stakehold-
ers in the European framework programmes, to the consultation launched by the European Commission
(2024) following its white paper on “options for enhancing support for research and development involving
technologies with dual-use potential dual use” accurately illustrates the complexity of issues involved once
the exclusive focus on civilian research in the current Horizon Europe would be removed. These range from
ethical assessments of the possible risk of military misuse of research, to human rights aspects for individ-
ual researchers retaining the option to prevent military applications of their research, to even a restriction
on the participation of a large number of German universities (a total of some 70) that have civilian clauses
in their statutes. See the overview of responses to the White paper by Martin Greenacre (2024) in Science
Business.
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