1

•there are significant technological spill-over effects from defence into civilian industries.
Internet, GPS, mobile phones, satellites, hybrid electric power systems, many aviation
technologies and even microwave electronics were first developed by the defence industry.
In today’s markets, technology is a blurring enabler – both on the demand and supply side.
Defence companies are stimulated to diversity into the security business with technologies
like structural materials, photonic and optical materials, sensor technology, ICT, biotech and
information security technologies:
Defence-origin technologies face however barriers and diverging processes to move to
security applications:
- the demand side of the security market is fragmented;
- standards are not harmonized across Europe, which makes business more difficult for
large trans-national companies.
-Defence companies face tough competition from security companies because those can
benefit from greater economies of scale.
The dynamics of technological development contributes to structural changes in some sectors
(biometrics) – which may help strengthen European industrial competitiveness through the
expansion of a dual-use market
The defence market is currently undergoing an important shift from an equipment-based to a
capability-based procurement approach.
Defence companies spur the development of technologies that the defence industrial base
can provide (like UAVs, advanced sensors) to better serve the civilian security market, by
making available integrated security systems for security missions, border surveillance or
critical infrastructure protection.
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In terms of both revenue and employment figures, the United States and
Europe remain the dominant players in the global aerospace industry….BUT
others are growing and investing. Will this picture look the same in 20 years
from now? Within the ICCAIA membership, we have one half of the so-called
‘BRIC’ countries in Brazil and Russia, both of which have significant presence
in our industry. How long before China, India and others challenge this
position?
Revenues 362 billion euro
Employment 1.8 million jobs
EU + US in revenue = 83%
EU + US in jobs = 65%
Keep up global leadership?
GDP Growth?

 caution: these numbers include defence aerospace
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Figures from ICCAIA members !
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36,556
A huge future opportunity exists for our industry.

+ 4% increase in production
Fleet will double in size in the next 20 years !
17,739
Definition
 100 pass
 10 tons of goods
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1. Fuel consumption down –40%
Savings!

Thanks to investments of this industry during the last 40 years !
Global Aircraft CO2 Emmissions & Efficiency:
• calculated Emissions with 1998 tech.
• Actual emissions
Global Traffic Growth & Accident Rates:
• From 1 million to 25 million
• 5-12
2. Safety Improvement
Environment: technological innovation & investment has led to an average
aircraft fuel efficiency improvement of 1% per year, mitigating a significant
part of the carbon dioxide emissions that are the result of increased air traffic.
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Safety: in spite of a huge increase in the number of aircraft and flights per
year, the number of air accidents has contnue to reduce in both absolute
terms and in terms of the accident rate per flight. However, we can not allow
this rate to plateau, continued effort is neeeded on the part of both industry
and regulators to prevent the number of accidents increasing in line with traffc
growth in the future.
This is a huge testament to the success of industry’s investment and
innovation over many years
Sustainable Aviation:

Saving weight and fuel, reduced operating cost – environment benefits
Sustainable aviation fuels
Reducing emissions and noise: new aeroplanes and engines;
operational efficiency including RNP; taxi systems; R&D
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Need new programmes

Without new programmes, European defence technological and industrial
skills will decline.
Moreover, without domestic European-driven demand, it will become
increasingly hard to gain access and leverage in export markets.
Cooperative programmes provide a number of benefits (increased
interoperability, costs and risks of research and acquisition minimized).
Demand can only be generated by the requirements of Member States and,
owing to the uniquely sovereign national characteristics of defence, it is for
Member States to decide and act accordingly.
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The 2nd and 3rd parameters are a direct of the fourth:
The decline in available resources constitutes the chief challenge for European
defence.
In addition to declining resources, European defense market is constrained by
inherent inefficiencies on the demand and supply sides.
Duplication of production was a consequence of long-time inward-looking market
policies, mostly driven by national considerations.
Collaborative acquisition projects are very slow, and do not live up to expectations
because of insufficient harmonization of requirements, and sometimes export
control restrictions conflict with industrial policy considerations.
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$$: countries that doubled mil spending between 2004-2013
$$$: “

trippled “

$$$$ “

quadrupled or more

Latin America: $$ Ecuador – Paraguay- Argentina
$$$ Honduras
Africa: $$ Algeria, Angola, Namibia, Swaziland
$$$ Ghana
Middle East: $$ Saudi Arabia, Oman, Bahrain
$$$ Iraq
Asia: $$ China, Vietnam, Cambodia
$$$ Kazakhstan
$$$$$$ (6) Afghanistan
Eastern Europe: $$ Russia, Belarus, Azerbaijan, Armenia
$$$ Georgia
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Chart shows 15 states with the highest expenditure in 2013
Military spending in 2013, for the second year in a row;
- fell in the westerns countries: US, Western + Central Europe, and Oceania,

- Increased everywhere else
Alarming details:
- US: mil expenditure fell by almost 8% since 2012 !
(bc. Decrease of overseas operations)
- China: increased by 7% - in line with its economic growth
- Russia: increased by almost 5%

“ For the first time since 2003, Russia spent a bigger share of its GDP
on the military than the USA!”
- Middle East: 4% increase - Irak, Bahrein, Saudi Arabia, Oman:

Source: SIPRI Trends World Military Expenditure, Fact Sheet April 2014
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The chart shows the share of world military expenditure of the 15 states with
the highest expenditure in 2013.
Global military expenditure fell in 2013, by 1.9 per cent in real terms, to reach
$1747 billion.
A pattern has been established in recent years whereby military spending
has fallen in the West—that is, in North America, Western and Central
Europe, and Oceania—while it has increased in other regions.

This tendency was even more pronounced in 2013, with military spending

increasing in every region and sub-region outside the West.
In fact, the total for the world excluding just one country—the United States—
increased by 1.8 per cent in 2013, despite falls in Europe and elsewhere.
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Assessing European defense spending reveals two key trends
Decline in total defense spending : 1.8% /p.a.
But: Rise in per-soldier spending
→ European defense spending decreased faster than troop numbers
1. Total defense spending decreased from 263 billion euro in 2001 to
220 billion euro in 2011
This decline affected all defense spending categories,
(with the smallest cuts made in the Operation and Maintenance (O&M)
category followed by the Equipment category.)
2. On a per-soldier basis, European defense spending increased
from 76,700 euro in 2001 to 100,800 euro in 2011
This trend holds true for all defense spending categories - except defense
R&D spending per soldier.
Source CSIS “European Defence Trends 2012”
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Comparing 2009-2013 to 2004-2008:
- Global volume of arms transfers increased by 14%
- Five biggest exporters are: US, Russia, Germany, China, France
US exports increased by 11% between those 2 periods
Still largest exporter ever.
Mostly to Asia and Oceania; and to MiddleEast
Russia’s exports increased by 28% between the 2 periods
Mostly going to India, China, Oceania
Russia is now the largest exporter of ships, accounting for 27% of world
deliveries.
China today replaces France as the fourth largest arms exporter:
Its exports increased by 212% between those 2 periods
Its global share of arms exports passed from 2 to 6%
Germany’s exports decreased by 24% between those 2 periods
But still the largest exporter of submarines and second exporter of tanks.
France’s exports decreased by 30% between those 2 periods
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- Five largest importers: India, China, Pakistan, UAE, Saudi Arabia
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US Export Control Reform = both a challenge to our competitivity + opportunities.
Challenge:
Easing of exports of US equipment to many countries:
80% of equipment on US Mil List moved from ITAR into Commerce Control List
Majority of this equipment now enjoys free circulation in most EU MS (a group of 36
countries in total) through new licensing system under STA “Strategic Trade Authorization”:
strong reduction of need for State license; STA are valid indefinitely (until revoked).
+ EU Regulatory policy developments in market policies (procurement; offsets) but
No comparable EU-wide, harmonized export control reform yet taken place in Europe!
= More competitive environment for European industry!
+ Financial constraints in the US budget – even if still biggest budget in the world- combined
with a decrease in the capacity of the US defence market to continue to serve as a growth
engine for European companies
= Even more difficult competitive environment for European industry!
Business opportunities on the US market:
European suppliers, based in the US, can respond to requests for quotes (from DOD or
large primers) without going through the need for licenses: more open, rapid exchange of
information. No need to first obtain a license before signing a contract anymore. The
Americans also lifted the restrictions for European brokers in the EU: they don’t need a
license any more.
As suppliers established in the EU, we need to lobby our own national export control
agencies, and ask them to introduce similar reforms and advantages for European industry. 13

Top Actors on the EU scene:

EU Commissioner Elisabetha Bienkowska: DG Growth
Responsible for market and enterprise policies;
Reconvening the “EC Defense Task Force”
Chairman of EU Military Committee: General De Rousiers (left)
EU Military Staff Director-General: General Wosolsobe
Head of EDA and High Representative for Foreign Affairs: Federica Mogherini
Chief Executive of EDA: Claude-France Arnould
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