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Abstract. This article examines the European Defence Industrial Strategy and its implementation tool, the European Defence Industrial
Programme, as the European Union's response to the changed geopolitical reality following Russia's aggression against Ukraine. The
analysis demonstrates how the return of full-scale conventional war to the European continent has exposed deep-seated structural
weaknesses in the European defence industry, including its fragmentation, insufficient funding, and dependence on external suppliers.
The primary objective is to analyse the mechanisms through which the aforementioned strategy seeks to address these challenges and
transform the concept of strategic autonomy into a tangible and long-term sustainable economic and industrial project. Through a
qualitative and comparative analysis of key EU documents and academic literature, the author not only identifies the main opportunities,
such as strengthened political will and technological innovation, but also points to important limits and barriers, including national
protectionism, financial dilemmas, and supply chain dependencies. The conclusion suggests that for a positive outcome, the strategy
must be supported by a stable, long-term financial framework, a re-evaluation of ESG criteria, the promotion of dual-use technologies,
etc. Its success is decisive for strengthening European economic and industrial competitiveness and increasing the level of its security
and defence.
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1. Introduction

In recent years, the European Union (EU) has found itself in a fundamentally altered geopolitical reality, shaped
most significantly by Russian aggression against Ukraine and the associated return of war to the European
continent (Belan, 2023; Chopin & Naim, 2023; Wiesner, & Knodt, 2024; Ivan¢ik & Andrassy, 2025). This event
marked a turning point not only in security but also in economics and industry. It became apparent that the
European defence industry was unable to respond quickly enough to the rapidly growing demand for
ammunition, combat vehicles, weapon systems, and modern technologies. A lack of stockpiles, long production
cycles, and persistent market fragmentation exposed the limitations of a system that had long been characterised
by underfunding and a reliance on external suppliers, particularly the United States (US) (Ivan¢ik & Necas,
2023; Monaghan, 2023; Mejino-Lopez & Wolff, 2024a).
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A fundamental problem is that the industrial dimension of defence has for decades been viewed as a secondary
issue within the European sphere. Political discussions about the EU’s Common Security and Defence Policy
focused predominantly on strategic autonomy, operational capabilities, and the relationship with NATO, while
the industrial and economic base of defence was left to the competence of individual Member States. As a result,
the European Defence Technological and Industrial Base is fragmented, suffers from insufficient investment,
and often duplicates production capacities instead of leveraging synergies. This is also one of the reasons why
EU Member States do not possess sufficient military capabilities and capacities (Gusti & Grevi, 2022; Jur¢ak
& Ivancik, 2023; Tanghe, 2025).

It is precisely for this reason that the European Defence Industrial Strategy (EDIS) was adopted in 2024
(European Commission, 2024a) and a proposal for its implementing instrument — the European Defence
Industry Programme (EDIP) — was prepared (European Commission, 2024b). This represents the EU’s first
comprehensive attempt to systematically strengthen the resilience, innovative capacity, and competitiveness of
the European defence industry. The strategy aims not only to increase the share of intra-European defence trade
but also to ensure that by 2030, at least half of public defence procurement comes from European sources and
that at least 40% of procurement is conducted collaboratively (European Commission, 2024a).

From the aforementioned context, the research problem addressed by this article also emerges: How does the
EU, through its defence industrial strategy, address the challenges of fragmentation, funding, and
competitiveness within its defence industry? The answer is not straightforward, as while the strategy is at the
beginning of its implementation phase, its significance is undeniable. For the first time in the history of European
integration, the EU has decided to approach defence not only as a political and security issue but also as an
industrial and economic one, with clear objectives, measurable indicators, and financial frameworks.

The primary aim of this article is not merely to assess the content of the strategy itself, but also to analyse the
mechanisms by which the EU, through its new instruments—specifically the European Defence Industrial
Strategy (EDIS) and the European Defence Industry Programme (EDIP)—is responding to structural challenges
in the defence industry. Furthermore, it aims to draw broader implications for the future development of the
European defence industry: whether the EDIS will become the foundation for deeper integration or remain
merely a political framework without significant economic impact.

Methodologically, this article relies on a qualitative and comparative analysis, which is one of the most
frequently used approaches in the fields of economics, international relations, and security studies. The
combination of a qualitative analysis of EU documents and academic works by reputable authors, alongside a
comparative approach, makes it possible to identify not only the formally declared goals but also the actual
limitations and barriers to the implementation of the defence industrial strategy. This approach also reveals the
differences between Member States, whose defence industrial interests are often conflicting—for instance,
between France, which supports strong industrial integration, and the countries of Central and Eastern Europe,
which tend to favour rapid acquisition of military equipment from non-European partners due to urgent security
needs.

2. Geopolitical Framework and the Need for Defence Industrial Integration

Russia's full-scale invasion of Ukraine in February 2022 fundamentally redefined Europe's security reality.
After more than three decades of relative peace and stability, the continent once again found itself in a state of
large-scale conventional war. This conflict not only threatened the sovereignty and existence of a neighbouring
state but also exposed the structural deficiencies of Europe's defence architecture (Borell, 2022a, 2022b). While
the European Union responded with unprecedented political, economic, and military support for Kyiv, the
reality quickly demonstrated that political declarations and financial packages alone were not enough. The key
limitation proved to be the insufficient manufacturing capacity of the European defence industry (Fernandez,
2023; Mejino-Lopez & Wolff, 2024a).
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Since the end of the Cold War, European Member States have relied heavily on the United States (US) as the
primary guarantor of security (Nec¢as & Kollar, 2018; Brhlikova & Koénerova, 2020). This has been evident
not only within NATO but also in specific procurement decisions. As much as 78% of all defence purchases by
Member States after February 2022 went to non-EU suppliers, with 63% of these being deliveries from the
United States (Goldstein, 2024; Mejino-Lopez & Wolff, 2024b). While this immediately bolstered the military
capabilities and capacities of NATO's European flank, it also exposed Europe's strategic vulnerability: a
dependence on non-European suppliers in an area existentially linked to the EU’s security and defence (Ivanéik
& Andrassy, 2025; Soler, 2025).

NATO remains the fundamental pillar of transatlantic collective defence, with the US providing a decisive share
of military capabilities and capacities, from heavy combat vehicles and intelligence capabilities to strategic
transport and satellite systems (Kompan & Hrnéiar, 2021; Scazzieri, 2024; Raik et al., 2025). Despite this, the
guestion of whether Europe can rely exclusively on transatlantic ties is appearing more and more frequently in
European political discourse. This is not about denying NATO's importance, but about recognising the essential
need to build Europe's own industrial and technological capacities. These would allow the continent to respond
even if American attention and resources were shifted elsewhere, for example, to the Indo-Pacific (Fiott, 2024;
Bomassi, 2024).

From a geopolitical perspective, a paradox exists: Europe is part of the most successful defence alliance in
history, yet it is the weak link in that alliance from an industrial standpoint. This creates a situation where
security policy and industrial reality are at odds with one another. Politically, the EU is capable of making
decisions to increase defence spending and support Ukraine, but its economic and industrial base is unable to
effectively translate these decisions into reality—for example, in the form of mass production of ammunition
or heavy equipment in a short timeframe (Mejino-Lopez & Wolff, 2024a, 2024Db).

Long-term underfunding of European armed forces (Ivancik & Necas, 2023) and the persistent fragmentation
of the defence industry are among the key factors that have conditioned the current deficit in defence capabilities
and capacities. After the end of the Cold War, many European countries began to systematically reduce defence
spending, relying on the so-called peace dividend—the belief that the security environment had stabilised and
that a conventional war on the continent was highly unlikely in the future (George & Sandler, 2021; Ristvej et
al., 2022; Grand, 2024; Juréak & Ivancik, 2023). This approach led to a dramatic decline in investment in
research, development, and production capacities (Ivan¢ik & Necas, 2023), which subsequently translated into
an inability to respond to the sudden increase in demand for military equipment after 2022 (Grand, 2024). For
example, between 1990 and 2015, defence expenditures by EU Member States decreased by an average of more
than 20%, with most funds directed towards operations and salaries rather than modernisation or innovation
(Cepparulo & Pasimeni, 2024).

The fragmentation of the European defence industry is another factor undermining its effectiveness. Europe has
more than a hundred defence technology manufacturers, who often produce similar systems in parallel. For
instance, there are over ten different types of armoured personnel carriers that vary by country of origin, but not
necessarily by quality or capability. Such duplication not only results in higher costs but also complicates
interoperability among the armed forces of the Member States. While the United States has a centralised
approach with a few large defence companies capable of ensuring mass production, the European model is
fragmented and nationally oriented, which reduces its competitiveness (Béraud-Sudreau & Scarazzato, 2023).

Past efforts to address this fragmentation have been made. The European Defence Agency (EDA) was
established in 2004 to promote cooperation in defence procurement and capability development, but its results
have so far been very limited, as Member States continue to protect their national industrial interests. Between
2021 and 2022, only approximately 18% of all investments in defence capabilities in Europe were carried out
through joint projects, which indicates a low level of cooperation (European Commission, 2024a). The national
preference for "domestic champions” and concerns about losing sovereignty over key technologies have
prevented the creation of a truly unified European defence market.
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This combination of underfunding and fragmentation has manifested itself in specific crisis situations. When
the Union decided in 2023 to massively increase ammunition deliveries to support Ukraine, it became clear that
European production lines were unable to even double their output in a short timeframe, whereas Russia was
capable of increasing its artillery ammunition production to several million rounds per year (Flis et al., 2025).
This situation did not just reveal a temporary problem but a structural deficit that had accumulated over three
decades of neglecting the industrial dimension of defence.

In this context, the concept of strategic autonomy, which for many years was primarily a subject of political-
security debate, is increasingly being interpreted in an economic and industrial context. While in the past,
strategic autonomy was mainly associated with the EU's ability to conduct military operations independently of
NATO or the United States, today its material foundation is coming to the forefront: the capacity of the European
defence industry to ensure the supply of weapons, ammunition, and technology in a time of crisis. In other
words, autonomy is not merely a matter of political will but, above all, a question of production capacity,
innovation potential, and effective funding (Anghel et al., 2023; Beaucillon, 2023).

This shift in understanding has profound implications. Without a strong industrial and technological base, the
EU would remain dependent on external suppliers and would be unable to fulfil its own political ambitions in
the area of defence. The concept of strategic autonomy is therefore transforming into a requirement to build a
competitive European defence market in which joint projects and cross-border procurement are the rule, not the
exception. The EDIS is a direct manifestation of this shift: it defines quantitative targets, such as increasing the
share of European supplies on the domestic market to more than 50%, and at the same time establishes a
framework for joint investment in research and development (European Commission, 2024b).

The economic and industrial dimension of strategic autonomy is also closely linked to the issue of the long-term
sustainability of Member States' defence budgets. While most European countries announced an increase in
defence spending after 2022, these commitments often encounter political and fiscal limitations. If the EU's
defence policy is to be effective, it must rely on economies of scale, joint procurement, and an integrated
industrial base that reduces duplication and increases the return on investment. Strategic autonomy thus ceases
to be an abstract political goal and becomes a practical economic requirement, without which the EU cannot
face current or future threats (Anghel et al., 2023; Beaucillon, 2023).

In conclusion, the geopolitical framework that emerged after 2022 clearly revealed the interconnectedness
between security policy and industrial capabilities. The need for defence industrial integration is not merely the
result of academic considerations or bureaucratic processes but a direct response to the reality of war, which
has shown the limits of the previous European model. If the European Union has the ambition to secure its
security and defence not only politically but also practically, and to contribute to stability in its neighbourhood,
strategic autonomy must be understood and realised as an economic-industrial project.

3. The European Defence Industrial Strategy and its Economic Objectives

The European Defence Industrial Strategy (EDIS), unveiled in March 2024, represents a historic milestone in
the European Union's approach to defence. For the first time, the EU has decided to address the issue of defence
not only as a political and security matter but also as an industrial and economic one. The strategy is a direct
response to the long-standing structural weaknesses of the European defence industry, which were fully exposed
following Russia's invasion of Ukraine. While past EU initiatives were limited to supporting research and
development or strengthening cooperation among Member States, the EDIS provides a comprehensive
framework with clearly defined goals, indicators, and implementation tools (European Commission, 2024a).

A key pillar of the EDIS is the creation of a more resilient, innovative, and competitive European Defence
Technological and Industrial Base (EDTIB). The aim is to ensure that European companies can cover the
majority of Member States' defence needs and that the European market becomes more attractive than external
suppliers. In this respect, the strategy directly builds upon previous initiatives, such as the European Defence
Fund (EDF), but also takes them further by explicitly linking industrial integration with the political objectives
of security and strategic autonomy (Robakidze, 2025).

41


http://jssidoi.org/jesi/
http://doi.org/10.9770/t4336338823

ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES
ISSN 2345-0282 (online) http://jssidoi.org/jesi/

2026 Volume 13 Number 3 (March)
http://doi.org/10.9770/t4336338823

The implementing instrument for the EDIS is intended to be the European Defence Industry Programme (EDIP),
which is still in the legislative process. The EDIP is designed to provide the financial and institutional
mechanisms that will allow strategic goals to be put into practice. A fundamental element of the EDIP is the
support for joint projects, where Member States will coordinate their investments in manufacturing and research,
thereby achieving economies of scale and greater efficiency. Additionally, the EDIP includes measures to
support cross-border supply chains, which are currently often divided along national lines and suffer from
duplication (European Commission, 2025).

The significance of the EDIS and EDIP extends beyond the scope of conventional industrial planning. They
represent a political-economic project aimed at changing the very structure of the European defence market.
While in the past such efforts were blocked by national interests, the current geopolitical situation is creating
pressure for change. Member States are beginning to realise that if they continue to procure the majority of their
equipment from outside the EU, they are not only undermining their own industrial base but also increasing
their dependence on external suppliers, which can be strategically risky in times of crisis (Scazzieri, 2025).

One of the most significant shifts brought about by the EDIS is the introduction of clear quantitative indicators
to measure the success of its implementation. While previous documents contained mostly general goals and
recommendations, the EDIS sets specific numbers that put pressure on both Member States and the industry to
adapt their behaviour.

The first objective is to increase the share of intra-European defence trade. Currently, this accounts for
approximately 35% of all purchases, with most of the remaining volume going outside the European Union,
particularly to the United States (European Commission, 2024a). The EDIS aims to systematically increase this
share so that European manufacturers can cover the majority of the Member States' demand. This measure not
only strengthens the European industrial base but also reduces the risk of dependency on non-European
suppliers, who may be a limited resource in a time of crisis.

The second indicator is the commitment that, by 2030, 50-60% of public defence procurement will come from
European sources (European Commission, 2024a). This goal is particularly ambitious, as in the last two years,
most of the Member States' acquisition programmes have focused on urgent deliveries from the US, Israel, or
South Korea. With this, the EDIS seeks a fundamental reversal: instead of short-term solutions, the focus should
be on long-term sustainability and building capacities at home. This will require not only political will but also
significant investment in production lines, logistics, and technological innovations within Europe.

The third key indicator is the target for 40% of defence procurement to be collaborative—that is, carried out
through joint projects involving multiple Member States (European Commission, 2024a). This parameter is
aimed at overcoming the chronic fragmentation of the European market. Currently, only about 18% of
investments in defence capabilities are made collaboratively (EDA, 2022). Raising this share to 40% would
mean a fundamental transformation, allowing for a reduction in duplication and the achievement of economies
of scale comparable to those of the United States.

These quantitative goals have a dual nature: on one hand, they provide measurable criteria to assess progress,
and on the other hand, they send a strong political signal that the EU is ready to put its rhetoric on industrial
integration into practice. If these indicators are met, the EDIS can become not only a framework strategy but
also a groundbreaking moment in building a genuine European defence market.

Another pillar of the European defence industrial strategy is the emphasis on innovation and technological
development. Historical experience shows that technological superiority is one of the key factors in military
effectiveness and, at the same time, economic competitiveness. However, Europe has long lagged behind in this
regard, not only behind the United States but increasingly behind China, which systematically invests in dual-
use technologies with both civilian and military applications (Kollias & Tzeremes, 2025).
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The EDIS therefore places particular emphasis on supporting Research and Development (R&D). The ambition
is to strengthen investment in groundbreaking technologies, such as artificial intelligence, autonomous systems,
cyber defence, and quantum technologies (European Commission, 2024a). These areas not only represent the
future of military capabilities but also offer broader economic opportunities, as they have significant crossover
into the civilian sector. For example, autonomous drone technologies, which are being intensively tested in
Ukraine, also have applications in logistics, agriculture, and environmental monitoring in addition to their
military use.

A powerful tool in this regard is the European Defence Fund (EDF), which has been providing funding for joint
R&D projects since 2021. The EDF seeks to overcome fragmentation by supporting only those projects that
involve at least three Member States, thus compelling companies to cooperate across borders. In combination
with the EDIS, the EDF is becoming a cornerstone for building European innovation capacity in defence
(European Commission, 2024c).

Special attention is also given to dual-use technologies, which are capable of serving both civilian and military
purposes. This approach is pragmatic: it helps justify higher investments by creating a wider market of
customers, and it also helps to bridge the political and societal dilemmas associated with defence funding
(Vaynman & Volpe, 2023). In the European context, where public opinion does not always support direct
defence spending, investments in dual-use technologies become a more acceptable compromise.

A critical factor, however, remains technological dependence on third countries. For instance, Europe is highly
dependent on the import of semiconductors from Asia, which represents a potential source of vulnerability for
both military and civilian applications. The EDIS therefore emphasises the need to strengthen Europe's own
manufacturing capacities and diversify supply chains, which is also in line with broader European industrial
policies concerning the digital and green transformations (European Commission, 2021; European Parliament,
2025).

Overall, the innovation dimension of the EDIS and EDIP has not only military but also economic and strategic
significance. If the EU succeeds in creating effective mechanisms to support research, development, and dual-
use technologies, it can become not only a stronger security actor but also a global technological leader.

Funding represents one of the most sensitive yet crucial elements of the entire European defence industrial
strategy. The ambitious goals for production capacities, innovation, and cooperation cannot be met without
adequate financial instruments and a stable budgetary framework. In this regard, the EDIS is linked to several
EU financial programmes, the most significant of which are the European Defence Industry Programme (EDIP)
and the European Defence Fund (EDF).

The EDF plays a complementary role, as it focuses primarily on financing research and development. In the
2021-2027 programming period, its budget is approximately €8 billion, with one-third allocated to research and
two-thirds to development projects (EEAS, 2022). The EDF is designed to incentivise joint projects, meaning
that access to its funds is only available to consortia that include at least three companies from three Member
States. This mechanism not only promotes cooperation but also reduces the risk of funds going exclusively to
national manufacturers.

However, the question of funding extends beyond these programmes. The majority of defence spending remains
within the competence of the Member States, who must balance political commitments with fiscal limitations.
After 2022, several EU Member States announced dramatic increases in spending—for example, Germany
introduced a special fund of €100 billion—Dbut the sustainability of these measures is uncertain, especially if
economic growth slows or if there is increased pressure for social spending.

From a long-term perspective, it will therefore be crucial to what extent defence funding can be integrated into
the future Multiannual Financial Framework (MFF) after 2027. If the EDIS is to have a lasting effect, it is not
enough to rely on short-term programmes. A stable, long-term, and predictable financial framework will be
necessary to provide clear signals to the industry and enable multi-year investments.
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4. Challenges, Limitations, and Barriers to Industrial Integration

One of the biggest barriers to building a common European defence industrial space is the tension between
national industrial interests and the ambition to create a truly unified European market. While all Member States
officially support European cooperation, in practice they often prioritise the protection of their own "national
champions" and the maintenance of production capacities on their own soil. This logic is understandable from
a political perspective—the defence industry is traditionally seen as a sector of strategic importance that creates
jobs, fosters technological innovation, and is closely linked to the issue of national sovereignty (Molling &
Hellmonds, 2024).

As a result, a paradox emerges: even though the EDIS and EDIP clearly define the goals of joint procurement
and cross-border cooperation, Member States often hinder their implementation. For example, France seeks to
maintain the dominant position of its defence companies (Dassault, Naval Group, Nexter) and promote them as
key suppliers for European projects, while Germany prefers its own industrial consortia (Rheinmetall,
ThyssenKrupp). The result is a rivalry that complicates agreements on common programmes.

The fragmentation of the European market also causes European firms to lose competitiveness at the global
level. While the United States can concentrate development and production in a few large companies capable
of ensuring mass production, in Europe, investments are scattered among dozens of entities. This situation
hinders not only efficiency but also innovation potential—instead of synergies, duplication and a race for public
contracts among European partners emerge (Scortecci, 2021).

Finally, national interests are also reflected in the legislative framework. Although a directive on defence
procurement exists, Member States often circumvent it by citing national security exemptions. This leads to a
large proportion of contracts being concluded bilaterally and outside of common European schemes, which
further undermines the goal of creating a single market (European Court of Auditors, 2023).

Another serious barrier to defence industrial integration is the chronic lack of production capacity in Europe,
which was dramatically exposed after the outbreak of the war in Ukraine. While EU Member States declared
their readiness to supply Kyiv with military equipment, including ammunition and artillery systems, the
European industry was unable to meet the increased demand in a short timeframe. The supply of 155mm calibre
ammunition, which became a symbol of this weakness, showed that European industrial defence production
lacks the reserve capacity for crisis situations (Aries et al., 2023).

The main problem is that most of the production lines in the European defence industry have long been
optimised for peacetime conditions, meaning a relatively low level of demand from Member States. After
decades of underfunding, manufacturing plants adapted to a stable but limited flow of orders, with investments
in capacity expansion being considered financially unprofitable. As a result, not only are the production lines
themselves lacking, but so is the skilled workforce needed to enable their immediate expansion (European
Commission, 2023; Hellberg et al., 2025).

The situation is further complicated by the issue of investment attractiveness. Although it might seem that war
and rising government demand would automatically attract private capital, the reality is different. Many
investors are deterred by the ESG (environmental, social, governance) regulatory framework, which in its
current form often classifies the defence industry as “unsustainable”. This means that investment funds,
especially in Western Europe, avoid financing arms companies (Foy, 2025), even though defence is a

fundamental prerequisite for security and stability, and therefore for sustainable development itself (Mdlling &
Major, 2024).

The lack of private investment translates into a reliance on public funding, which is limited by the fiscal
capabilities of individual states. While countries like Germany and Poland have adopted packages for massive
modernisation programmes, many smaller states are unable to compete in terms of order volumes, which creates
further asymmetry within the European market. Without the involvement of private capital and the creation of
more favourable conditions for investment, the expansion of production capacities will remain slow and
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fragmented. The EDIS and EDIP seek to address this dilemma through joint financing and incentives for cross-
border cooperation, but unless the broader framework of ESG and financial evaluation of the defence industry
changes, the sector will remain risky and unattractive to investors.

The weaknesses of the European defence industry also include a high level of raw material and personnel
dependence, which fundamentally affects its ability to respond to crisis situations. Modern production of
weapons and ammunition relies on specific raw materials, rare metals, and components whose availability is
limited in the European context. One of the most critical factors is the dependence on imports of rare-earth
elements and special metals, which are essential for the production of electronics, sensors, propulsion systems,
and precision-guided munitions. A large proportion of these raw materials comes from China, which has built
up a near-monopoly position in their extraction and processing over the last two decades. This reality represents
a geopolitical risk, as in the event of an escalation of tensions between the West and Beijing, supply disruptions
could occur, which would paralyse not only the civilian but also the defence sector (Hackett et al., 2025).

The problem of a lack of a skilled workforce adds to the raw material dependence. After decades of stagnation
and gradual decline in the defence industry, many companies found themselves without a sufficient number of
experts capable of working with highly specialised technologies. At the same time, generational replacement in
the sector is proving to be challenging—young professionals are often motivated to enter more promising
sectors such as information technology, energy, or the civilian aerospace industry. The defence sector therefore
faces a dual challenge: not only to retain existing know-how but also to attract a new generation of engineers,
technicians, and scientists (Gould & Losey, 2022; Soler, 2025).

These dependencies weaken the EU's ability to achieve its declared strategic autonomy. Without a systematic
solution to the issue of necessary raw materials—for example, through the diversification of imports, recycling
programmes, or investment in domestic sources—and without investments in education and professional
training in the defence sector, the European defence industry will remain vulnerable to external shocks.

When evaluating the barriers to European defence industrial integration, it is essential to compare it with other
major military-industrial complexes, particularly those of the United States and Russia. These two powers
represent contrasting models—the American model based on massive investment and technological innovation,
and the Russian model built on the centralised mobilisation of resources for war.

The United States has by far the largest and most advanced defence industry in the world. The Pentagon's budget
exceeds $800 billion annually, which is more than double the combined defence spending of EU Member States
(SIPRI, 2025). This volume allows American companies to plan long-term investments and maintain extensive
production capacities that can quickly adapt to changes in demand. Moreover, the high concentration of the
industry into a few giant corporations (Lockheed Martin, Boeing, Northrop Grumman, Raytheon) reduces
fragmentation and allows them to achieve economies of scale that are currently completely unattainable in the
European context.

In the US, there is also a strong link between the civilian technology sector and the defence sector. Venture
capital, which typically avoids defence projects in Europe, is a key source for innovation development in the
US. The result is an ability to quickly transfer breakthrough technologies—for example, in artificial intelligence
or space systems—ifrom the civilian to the military sector (Kurg, & Neuman, 2017; Sezal & Giumelli, 2022).

Russia, on the other hand, represents a model of a strongly centralised and state-controlled defence industry.
Although its financial resources are limited compared to the West, its ability to focus all available capacities on
the war effort ensures short-term resilience. The war in Ukraine has shown that the Russian industry can quickly
mobilise a significant volume of production, especially in artillery ammunition and armoured vehicles, even if
often at the expense of quality and technological sophistication. Russia currently operates in a "war economy"
mode, in which civilian sectors are subordinated to the needs of the military. However, this model is
unsustainable in the long run, as it leads to technological backwardness and economic stagnation (Cooper, 2025;
Grisé et al., 2025).
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Compared to these two models, the EU faces a unique dilemma. Unlike the US, it does not have a single budget
or a centralised acquisition policy, and unlike Russia, it cannot sacrifice its civilian economy for the sake of
wartime mobilisation. The Union is therefore forced to seek a compromise between national interests and
common EU goals, between public and private investment, and between technological ambitions and fiscal
limitations. These differences show that while the EDIS and EDIP represent important steps towards European
defence integration, their success will depend on the EU's ability to overcome structural barriers that have no
parallel in either the American or the Russian model.

5. Perspectives and Opportunities: Building a Resilient, Sustainable, and Competitive European Defence
Industry

Despite the numerous barriers and limitations that hinder the development of a common European defence
industrial space, we cannot overlook the positive trends and new opportunities that have emerged in recent
years. The EDIS and EDIP represent the EU's first comprehensive attempt to create a systemic framework that
aims to shift the European defence industry from a reactive and fragmented model to a coherent and forward-
looking industrial ecosystem.

One of the greatest opportunities is the increased political will of the Member States to strengthen the defence
industry. The war in Ukraine has fundamentally changed political discussions about defence. A topic that was
marginal in many countries for years has now become a top priority. While before 2022 it was not possible to
reach a consensus on common funding or the coordination of defence industrial capacities, today the willingness
to seek European solutions is much higher (Fiott, 2023). This shift creates a window of opportunity that would
be a mistake to miss.

Another positive trend is the growing interoperability and integration of production chains. Joint projects funded
by the EDF and pilot initiatives under the EDIS show that European companies are capable of collaborating and
jointly developing products that have potential not only for the European but also for the global market. If this
trend can be solidified, Europe can significantly reduce its dependence on American and other suppliers while
simultaneously increasing its export capacity.

Positive signals are also coming from the innovation ecosystem. Universities, technology centres, and startups
increasingly view the defence sector as a legitimate area of their activities. Cooperation between civilian and
military research, particularly in the field of dual-use technologies, creates the preconditions for the emergence
of breakthrough innovations. If the stigma associated with investing in defence can be removed, Europe could
leverage its rich innovation potential to strengthen its own defence while also creating new economic
opportunities (Kotila et al., 2023).

Lastly, the EU's effort to forge strategic partnerships with third countries can be seen as a promising perspective,
as it can reduce raw material and technological dependence. Initiatives to diversify the supply of rare metals,
cooperation with Canada, Australia, and African partners, and the strengthening of transatlantic ties in industrial
cooperation represent a way to minimise the risks arising from a one-sided dependence on China or other
authoritarian regimes (European Commission, 2021; Griining, 2023).

The economic dimension is a key prerequisite for the success of European defence industrial integration. While
funding was previously seen primarily as a limiting factor, new possibilities are now emerging that could
fundamentally change the investment framework for this sector. One of the most significant opportunities is the
potential to create European investment schemes for defence, modelled on the successful NextGenerationEU
instrument launched during the pandemic. Such an approach would make it possible to mobilise resources at
the Union level, thereby eliminating the asymmetry between Member States with high fiscal capacity and those
that lack the funds for large-scale modernisation programmes. Common European loans or Eurobonds for
defence could create a stable, long-term financial foundation for the implementation of the EDIS (Dermine,
2025).
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A crucial element in building a resilient and competitive European defence industry will also be the ability to
keep pace with technological development while creating its own breakthrough innovations. If the EU succeeds
in establishing itself as a technological leader in defence, it will gain not only military capabilities but also
broader economic and geopolitical influence. One of the most significant areas is artificial intelligence (Al) and
its applications in the defence sector. Al is increasingly used for processing intelligence data, autonomous
systems, and real-time command of combat operations (Csernatoni & Mavrona, 2022). Europe has a strong
academic and research base in this area, but it cannot yet compete with the investment dynamism of the US or
China. Programmes funded by the EDF and EDIS can create a platform for coordinated European projects that
bring together universities, research institutions, and industrial companies (Fiott, 2023).

The field of cyber defence is equally promising, having become an integral part of security strategies in recent
years. With the increasing number of cyberattacks, including those that are part of the hybrid war against
Ukraine, cyber resilience is becoming crucial for military as well as civilian infrastructures. European
companies and research centres possess high expertise in cryptography, security software, and network security,
which represents an area where the EU can achieve a comparative advantage (Csernatoni & Mavrona, 2022;
Martino & Gamal, 2022; Andrassy & Ondrus, 2024).

Another opportunity is the development of space capabilities. Satellite communication, Earth observation, and
navigation systems are an essential element of modern military operations. The EU already operates systems
like Galileo and Copernicus, which are of strategic importance, but their full potential for the defence industry
has not yet been fully exploited. Integrating these programmes with the EDIS could strengthen European
autonomy in the space domain and reduce dependence on the US (Centrone & Fernandes, 2024).

A further essential prerequisite for building a resilient and competitive European defence industry is overcoming
national protectionism and strengthening trust among Member States. Past experience shows that many
ambitious projects have failed precisely because of differing national priorities and disputes over industrial
shares in contracts. If the European defence industry is to be truly integrated, it will be necessary to create fair
mechanisms for distributing production and know-how that both respect legitimate national interests and
promote supranational, Union-wide efficiency, effectiveness, and purpose (Mueller, 2024).

In the context of all the above, we must not forget other fundamental challenges, as well as opportunities, related
to the green, energy, and digital transformations. If the EU succeeds in integrating energy, environmental, and
digital criteria into the defence industry without them being perceived as a drag on investment, it can become a
leader in "green defence." Energy efficiency, the use of renewable energy sources, new propulsion systems, and
the digitalisation of production processes can create a new standard that would allow Europe to establish itself
on the global market (Kavan et al., 2021; Vincorion, 2024; Tvaronaviciené, 2024; Tavares da Costa et al., 2023;
Dirma et al., 2024; Okuneviciaté et al., 2025; Dusek, 2025).

The long-term perspectives thus show that the European defence industry can become one of the pillars of
European economic and security power. Success, however, will depend on the ability to combine resources,
innovation, and political will within a supranational framework. If the EU can harmonise these factors, tackle
the difficult challenges, and overcome existing barriers, it can build a resilient industrial defence ecosystem that
will not just be a reaction to the current crisis but also a long-term strategic asset in a new geopolitical era.

Conclusions

In the introduction to this article, we asked how the European Union, through its new defence industrial
strategy—represented by documents such as the EDIS and EDIP—is addressing the challenges of
fragmentation, funding, and competitiveness within its defence industry in a new geopolitical era. The analysis
has shown that the return of war to Europe has fundamentally affected not only the security but also the political
and economic environment in which the European defence industry operates. What was once a marginal area
has become a strategic priority, essential for the security and defence, as well as the economic stability, of the
European Union.
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The geopolitical framework highlighted that the war in Ukraine and uncertainty regarding future US
involvement in European security have accelerated discussions about strategic autonomy. This concept is
gradually transforming from a primarily political ambition into an economic and industrial concept that
emphasises production capacity, investment attractiveness, and technological sovereignty.

Within the analysis of the European defence industrial strategy, we identified three main pillars: strengthening
the internal market, supporting innovation, and increasing the share of European funding. The quantitative
targets, such as achieving 50-60% of procurement from within the EU and 40% collaborative procurement,
represent ambitious yet realistic milestones. If these goals are met, Europe can reduce its external dependence
and create a robust market that will support the competitiveness of its industry.

Despite these ambitions, limitations and barriers persist that threaten the rapid implementation of the strategy.
These include, in particular, ongoing national protectionism, a lack of production capacity, low investment
attractiveness caused by the ESG framework, and raw material and personnel dependencies. The comparison
with the US and Russia showed that the Union faces structural disadvantages—it has neither the centralised
power of the United States nor the mobilising character of Russia's "war economy." It must therefore find its
own model that combines economic efficiency with respect for political and institutional diversity.

On the other hand, there are also perspectives and opportunities on the horizon that could move the European
defence industry into a new phase of development. Increased political will, common European funds, reforms
to the investment framework, and groundbreaking technological innovations—from artificial intelligence and
cyber defence to space capabilities—form the foundation upon which a resilient and competitive industrial
ecosystem can be gradually built.

Based on the analysis performed, several recommendations for the future can be formulated. First, it is necessary
to systematically anchor the funding of defence industrial integration into the long-term EU budgetary
framework. This would prevent a situation where investments are made only in reaction to crises and would
create stability for the planning of production and research projects.

Furthermore, it is essential to re-evaluate ESG regulations to reflect the specific needs of defence. Defence
should be recognised as a prerequisite for sustainable development—without security, it is impossible to ensure
either environmental or social goals. This would allow the sector to be opened up to a wider range of investors,
including institutional and private capital.

Strengthening education and human resource development also plays an irreplaceable role. The Union should
invest in technical and engineering education and foster the connection between civilian and military research
programmes. This would ensure the continuity of know-how and attract a new generation of experts, without
whom it is absolutely impossible to maintain technological competitiveness.

Another priority is the support for dual-use technologies and the green transition. Investments in defence would
thus become more socially acceptable, as they would also bring direct benefits to civilian sectors—from energy
efficiency to digital infrastructure. Finally, it is important to develop strategic partnerships with third countries
that can provide access to raw materials and technologies that the EU does not have itself. Cooperation with
Canada, Australia, South Korea, or countries in Africa can contribute to the diversification of supply chains and
strengthen resilience to geopolitical shocks.

If these recommendations can be implemented, the European Union will be able to transform the current security
and industrial crisis into a long-term opportunity. The defence industry could become not only a pillar of security
and defence policy but also one of the foundations of economic growth, technological modernisation, and
Europe's strategic autonomy in a new geopolitical era.
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