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How the EU is Funding Arms
Dealersand Corrupt Corporations

What is the European Defence Fund?

In 2017, the EU approved the funding of military
research and the development of new arms and
technologies, breaking the red line that the EU
should not fund military activities with the com-
munity budget.

Over half a billion Euros went to military research
and development (R&D) through two precursor
programmes: the Preparatory Action for Defence
Research (PADR), which funds joint military re-
search projects, and the European Defence In-
dustrial Development Program (EDIDP), which
funds joint development of arms and military
technologies.

For the period 2021-2027, the fully-fledged Eu-
ropean Defence Fund (EDF) amounts to €8 bil-
lion for both research and development projects.

€500 million

EDIDP

€90 million

PADR

2017-2019

EU Defence
Preparatory Industrial
Action for Development
Defence Program
“_ Research
.
2000 200w 2010 20ORe

2021

The objectives of the Fund are to develop the
next generation of weaponry and to boost the
global competitiveness of the European arms
industry, and thus its ability to export weapons
abroad.

The EDF and its precursor programmes are part
of a rapidly unfolding process of EU militarisa-
tion, with little parliamentary control'.

2022

20BN 202E 2 OzEe 2 Oziow 2



Who gets most of the EU Defence Fund

in 2017-20207?

The detailed breakdown of allocations for PADR
and EDIDP funding has now been published for
73.6% of the total budget (€434.45 million out of
a total of €590 million of which a small part goes
to administrative costs).

However, information remains missing for a few
announced projects, without it being known
whether projects are underway, still being ne-
gotiated or cancelled. Remarkably, no contract
values were published for two flagship, directly
awarded projects: MALE-RPAS (Eurodrone) and
ESSOR (interoperable communication).
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Top 5 beneficiary countries:
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Big four (France, Italy, Spain, Germany) get together
almost two-third (65.1%) of total funding

In total, 427 different single entities have been
receiving funding under PADR and EDIDP, most
of them arms companies and private research
centres, and some public bodies.

The top 15 beneficiaries received 52% of the to-
tal funding. Companies/institutes represented in
the Group of Personalities? account for 28% of
funding.

MBDA, which was also part of the GoP, would be
in the top 15 list of its own as well, but is included
in the figures of its owners (37.5% Airbus; 37.5%
BAE Systems (not in top 15) and 25% Leonardo).

2 In 2016, the Commission set up a Group of Personalities (GoP) to pro-
vide advice on possible EU funding for military R&D. The GoP was domi-
nated by representatives of large European arms companies and research
centres. The characteristics of the funding programmes largely follow the
recommendations of this group.

Conglomerates benebting the most of EDF: Airbus, Leonardo, Thales

Large arms companies often have a complex network of compa-
nies, subsidiaries and joint ventures, located in many countries,
making it difPcult to monitor them. In the context of R&D funding,
this is particularly true for the three large EU arms companies:
Airbus, Leonardo and Thales.

The overview below (with a threshold of at least 25% ownership),
shows that major arms companies have a much bigger share of EU
funding than is initially apparent in the EU ofPcial data.
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Beneficiaries and arms exports

Where do the main beneficiaries export arms and which conflicts do they fuel?

Destination
country arms
exports

Israel
Nigeria

Company*

Pakistan
Brazil
Leonardo
Iraq
Burkina Faso
Saab
Qatar
Diehl
Egypt
KMW +Nexter
Turkey
MBDA
Cameroon
Safran
India
Thales United Arab
Emirates
Saudi Arabia
Airbus Mali
Myanmar
/
Hensoldt = Ukraine

*
The graph does not reflect the actual volume of exports, but only the relation between companies and countries
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Related armed conflict

Israel/Palestine

Nigeria

Pakistan, India

Brazil

Iraq

Burkina Faso

Qatar, Libya

Egypt

Azerbaijan, Libya, Syria

Cameroon

India/Pakistan

Libya, Yemen

Libya, Yemen

Myanmar

Ukraine

Azerbaijan, Armenia

Of the top 15 beneficiaries, two are research in-
stitutes (Fraunhofer and TNO), one (Etme Pep-
pas) is an engineering company, the other twelve
are arms companies.

Most of these arms companies are involved in
controversial arms exports, with a high risk that
the weaponry will be further used in conflict
zones, according to the ExitArms.org database.

Not only are these exports fuelling conflicts, but
they are also strengthening authoritarian re-
gimes and known human rights violators, such
as Egypt, Saudi Arabia and Turkey.

and Milrem aren’t included in the
ExitArms.org -database, as the database focuses
on a limited number of conflicts. But that doesn’t
mean they aren’t involved in controversial mili-
tary and security business. For example:

- Milrem is involved in the development and
production of controversial combat unmanned
ground vehicles, which can be equipped with
machine guns, grenade launchers and anti-tank
missiles. For example, the THeMIS UGV was sold
to the military regime in Thailand?;

- and are involved in the militari-
sation of EU external borders and beyond, at the
cost of human rights of people on the move ( e.g.
pushbacks, refoulement, cooperation with Libya
authorities, etc)’.

3 See online version of the fact-sheet for links to sources.



Beneficiaries and Corruption

Corruption, defined as the abuse of power for private gain, is the foundation with which the global
arms trade operates. Corruption is the primary reason why many countries: a) buy weapons that are
unsuitable for their purpose; b) buy at grossly inflated prices they cannot afford; or c) buy expensive
military equipment they do not need over the welfare and security of their citizens.

Corruption in the arms trade takes different forms, including bribery, off-book spending, embez-
zlements, kickbacks, and offsets (re-investments in the economy of the arms-purchasing country).
Offsets are commonly used to justify arms purchases, although they can be used to clandestinely
distribute further benefits to clients and supporters or create further conflicts of interest.

Corruption allows deceitful elites to cement their power, ultimately damaging democratic practices
and the rule of law.

It often takes several years or decades for substantiated corruption cases to become publicly known
due to the extended investigatory timeline before charges enter the public realm. It is common for
companies charged with corruption to face financial consequences that do not prevent them from
future sales because a) the prosecution cannot prove the extent of corruption; b) the parties agree
to a deal; or c) charges are brought against employees rather than the companies themselves.

European arms makers are often the initiators and conduits of corruption, winning
contracts behind closely guarded veils of national-security imposed secrecy, often
using intermediaries in the process to conceal the flow of money and influence.

The following EU Defence Fund recipients have a history of serious allegations or

cases of corruption®. Providing funds to these corporations does not breach EU reg-

ulation; however, one should still question the moral, ethical, and legal implications
of subsidising corporations when there is evidence of corruption.

4 See the online version of the fact-sheet and
the Corruption Tracker for sources.

SAAB: GRIPEN COMBAT AIRCRAFT SALES TO
THE CZECH REPUBLIC AND HUNGARY

In 1999, the Czech Republic and Hungary started
procurement processes to acquire numerous Grip-
en Aircraft. Subsequent allegations of corruption
centered around a network of agents employed by
the arms companies involving bribes of an alleged
€12.6 million to politicians in Central Europe to sway
decisions in favour of the Gripen. Since then, SAAB
has managed to avoid penalties, and BAE Systems
has paid a settlement of $400 million that purport-
edly covers its unethical activities in Central Europe.
As of yet, there has not been sufficient evidence to
convict anyone in relation to the deals, but the in-
vestigation continues.

MILREM

No public allegations of corruption since the com-
pany was formed in 2013.
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Background information on the EU Defence Fund

The decision-making process regarding PADR and EDIDP was strongly influenced by the arms
industry. The characteristics of the funding programme largely follow the recommendations of
a Group of Personalities (GoP) that the Commission had set up in 2016, which was dominated
by representatives of large European arms companies, research centres and the main arms in-
dustry lobby group (9 out of 16 members).

How does the EDF work in practice?

Project proposals should be presented by consortia of at least 3 ‘entities” from 3 European
countries and are selected through annual calls for proposals, to the exception of few direct
awards to existing joint projects like the Eurodrone.

Ethical checks under the selection process fall short of minimum standards, and risk assess-
ment procedures mainly rely on box-ticking exercises by the applicants themselves.

For further information read our report ‘Fanning the flames: how the EU is fuelling a new arms
race’ available on www.enaat.org.

Ethical checks fall short of minimum standards, and risk assessment procedures mainly rely on
box-ticking exercises by the applicants themselves.

The following databases were primary sources for this fact-sheet:

« Open Security Data Europe: a public platform aimed at tracking and displaying how the European Union spends
money on security-related projects (opensecuritydata.eu).

« The Corruption Tracker: an online tracker of cases and robust allegations of corruption in the global arms trade
(corruption-tracker.org).

« ExitArms: a database on arms exporters fueling wars, run by the NGOs Urgewald and Facing Finance (exitarms.org).

For further information on the EU Defence Fund and EU militarisation, see www.enaat.org/european-union

Contact

info@enaat.org

@_ENAAT - @noEUmoney4arms

This fact-sheet was drafted by researchers from Stop Wapenhandel and the Corruption Tracker project, and coordinated by the ENAAT EU project
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