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6.
Brief analysis/ assessment of the resolution and requests made in it:
This resolution calls for a wide range of actions to improve European defence co-ordination. Most of these actions are addressed to Member States, the High Representative and the European Commission. The Parliament calls on Member States to use the full potential of the Lisbon Treaty (especially in regard to permanent structured co-operation) and make the most of existing tools such as the battlegroups. There is also a call for a strong and increasing role for the European Defence Agency. With regard to the Commission, there are calls to tackle the fragmented nature of Europe's defence market, to finance defence research, support SMEs and ensure the effective implementation of the two defence Directives.

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:
On requests concerning the European defence market, innovation and the competitiveness of Europe's defence industry

Since the adoption of the resolution, the Commission has adopted the European Defence Action Plan on 30 November 2016. As requested in the resolution, this represents the Commission's contribution to a stronger European defence through ensuring that the European industrial base is robust enough to be able to meet future security needs including capabilities that Member States jointly identify as priorities.

The Commission shares the concerns expressed in the resolution over the impact of the fragmented market for defence on the competitiveness of the industry and many of the measures in the Action Plan are designed to tackle this. The Commission also welcomes many of the recommendations addressed to it to become more involved in defence and especially to support the competitiveness of the industry, innovation and European defence co-operation.
On this basis, and as much as the internal reflexion on these priority actions allows, the Commission would like to comment on the following aspects:
a) European Defence Fund – Research Window

The Commission welcomes the strong call in the resolution for EU funding of defence research which is excluded from the EU's current research and innovation funding programme, Horizon 2020. The Action Plan proposes the establishment of a European Defence Fund which will have two distinct financing structures or windows. The Research Window includes the Preparatory Action for Defence Research and a future defence research programme.
The proposed allocation of EUR 25 million under the 2017 EU budget (with a total proposed of EUR 90 million over three years) to the Preparatory Action is a first step to test the added value of supporting defence research at the EU level. Following the adoption by the European Parliament and Council of the 2017 budget, the Commission will set out details on the governance and other specifics of the Preparatory Action.
The Preparatory Action will pave the way for a future European defence research programme within the next Multiannual Financial Framework. The Action Plan proposes that this programme may need an estimated budget of EUR 500 million per year in order to make a substantial difference. The programme would place the EU among the top four of defence research and technology investors in Europe. The EU budget must complement and catalyse national efforts, and not duplicate them.
The Commission particularly welcomes the fact that the resolution proposes the same level of funding and ambition for both the Preparatory Action and the future defence research programme.
b) European Defence Fund – Capability Window

The Capability Window represents an ambitious proposal from the Commission to support the joint development of defence capabilities commonly agreed by Member States in priority areas. The scope, governance and objectives of this Window will be agreed with Member States. The aim is to act as a financial tool allowing for more efficient and collective use of public spending in defence. The Window could support participating Member States to develop and procure certain assets together to reduce their costs. The capability priorities would be agreed by the Member States who would own the equipment and decide on its use.
The Commission believes that the Capability Window should be open to all Member States and be flexible enough to allow different groups of Member States to participate in different individual projects. It would be financed through the pooling of national contributions and, where possible, supported by the EU budget.
c) Single Market

The Commission shares the concerns expressed in the resolution over the negative impact of the fragmented European defence market on the competitiveness of Europe's defence industry. The Commission agrees that more needs to be done to ensure there is a more effective, fair, accessible and transparent market. This is in the interest of not only competitiveness but in developing the cutting-edge innovation and military capabilities on which Europe's future security depends.

In this context, the Commission proposes improving EU-wide competition for defence procurement contracts. To do so, the Commission proposes measures to improve implementation of the two defence-related Directives, namely the Procurement Directive (2009/81/EC) and the Transfers Directive (2009/43/EC).

First, the Commission will produce guidance to help Member States effectively and consistently implement the Defence Procurement Directive and balance the basic public procurement principles while respecting the specificities of the defence sector. Together with Member States, the Commission has prepared guidance on Government-to-Government Sales
. Further guidance will follow in key areas including on the use of subcontracting provisions and co-operative procurement.

Secondly, the Commission has also adopted two recommendations to encourage a harmonised use of the Transfers Directive, by defining a minimum list of less sensitive components for licensing in order to facilitate the transfer of defence-related products throughout the EU. In order to ensure consistent implementation of the two Directives across the EU, the Commission is also closely monitoring the legislation in Member States and requesting clarifications from national authorities where needed. The Commission will furthermore consider taking enforcement action in regards to both Directives with the aim of creating a level-playing field for all players in the Single Market.
Finally, on the call for the revision of the EU dual-use export Regulation in order to avoid relevant software from falling into the wrong hands, the Commission would like to recall that it has adopted a legislative proposal for a modernisation of EU export controls (COM(2016) 616), including provisions for effective controls of cyber-surveillance technologies that might be used for serious human rights violations or against the EU's security.

d) SMEs and cross-border market access
The Commission has always recognised that the Single Market in defence will only work if companies, regardless of their size and location in the EU, have fair access to business opportunities throughout the Union. We know that cross-border market access is a particular problem for SMEs outside existing defence supply chains.
SMEs, start-ups and mid-caps are the core of the defence sector in most Member States. They often offer dual-use goods or services in a wide range of industries such as energy, telecom and ICT, automotive, material, chemical, aeronautics and space, etc. The European Defence Action Plan proposes a wide range of measures to help them modernise, adapt their industrial capacities and grow in the Single Market.
In particular, access to funding is often difficult to obtain for defence projects. The European Investment Bank (EIB) group already provides loans, guarantees and equity products for the expansion of current dual-use activities. This can provide new opportunities for certain parts of the defence supply chain, notably for SMEs and mid-caps.

The Commission would support Member States if they decided to adapt the current EIB lending criteria for the defence sector within the limits of the Treaties. This could also open up funding opportunities on EU financial instruments which are based on EIB lending, for example the European Fund for Strategic Investments (EFSI) or the Programme for the Competitiveness of Enterprises and small and medium-sized enterprises (COSME) which could help in dual-use defence-related activities.
The Commission also proposes to promote the use of European Structural and Investment Funds (ESIF) to support investment projects (both innovative products and modernisation of the industrial facilities and infrastructures) in the defence sector.
While access to finance is important, so are practical measures to support cross-border market access for SMEs. The Commission will adopt in 2017 recommendations encouraging procurement authorities to facilitate cross-border and SME participation in defence procurement procedures and defence supply chains.
Under the "Blueprint for Sectoral Co-operation on Skills", the Commission will support cooperation in the defence sector to ensure people have the right skills and technological ability to generate innovation.

On requests for the President of the Commission to establish a standing "defence matters" working group of members of the Commission, to be chaired by the Vice-President/ High Representative and on calls for Parliament to be associated with permanent representatives in this group

Both the Commission and High Representative/ Vice President Mogherini are committed to ensure coherence between the different work strands on defence, and appropriate internal arrangements are in place to this effect. Furthermore, the Commission, as well as the High Representative/ Vice President, have put in place appropriate structures to involve relevant stakeholders in the implementation of the various work strands regarding defence matters, including the European Defence Action Plan, the follow-up to the European Global Strategy and on EU-NATO relations. The relevant parliamentary committees will continue to be informed of key developments.
�	http://ec.europa.eu/DocsRoom/documents/20358
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