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PREFACE 

This dissertation addresses the problem of the shortfall between the strategic airlift 

capabilities which European Union requires if it is to fulfill the ambition to be a 

credible security actor and the capabilities available to the major European nations 

individually and collectively.  It does so by identifying and describing the key factors 

that influence decision-making on strategic airlift capabilities, in the context of various 

policy options for doing so, as well as the barriers to the implementation of the most 

cost-effective among the various options available.  A key assertion of this 

dissertation is that pooling of resources is the most cost-effective way to address 

airlift capability shortfalls in a restrictive budgetary environment, but also the most 

politically challenging to implement. 

Improving European strategic airlift capabilities has received significant attention in 

recent years in the context of NATO and the European Union.  This research aims at 

contributing to the debate and should be of interest to policymakers concerned with 

improving European defense capabilities, as well as to academics and researchers 

addressing that issue. 
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CHAPTER ONE 

INTRODUCTION

I. The Policy Problem 

During the Cold War and the 1990s most European countries focused their defense 

planning on defending Europe from a territorial invasion.  Europe’s strategic role was 

entirely different from that of the United States: to defend itself and withstand the 

onslaught of Soviet forces, not to project power (Kagan, 2003).  For most European 

nations, this required maintaining large, heavily equipped land forces, structured for 

large-scale defensive operations in their own territory.1  Power projection and 

expeditionary operations involving the transport of troops to distant theaters had not 

been significant elements of defense planning.  The fact that the vast majority of 

European armies were conscription-based—with the exception of Britain, which ended 

national service in the 1950s—also did not support expeditionary operations, since 

conscripts in Europe are often prohibited by law from serving outside their countries and 

therefore cannot be used for out-of-area operations.2

Even though some European nations had been involved in expeditionary operations, 

these were mostly low-intensity, requiring limited numbers of troops and not much heavy 

equipment.  After 1945, the security and defense of Europe was based on close 

cooperation with the United States and the North Atlantic Treaty Organization (NATO).  

Given its strong commitment and engagement in Europe,3 the United States acted as 

the guarantor of military and economic security. 

Given this strategic environment, most European nations did not see the need to invest 

in substantial strategic transport capabilities.  The airlift inventory of European NATO 

                                                
1 Most European armies comprised heavy armored formations equipped with main battle tanks (MBTs), 
tracked armored personnel carriers (APCs), infantry fighting vehicles (IFVs) and various self-propelled 
artillery systems, both guns and rocket launchers (Hoyle et al., 2002). 
2 Williams (2004).
3 The American interest in Europe was to aid in strengthening Europe so that it would not fall prey—
politically or militarily—to the Soviet Union. 
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nations contained (and still contains) largely tactical aircraft,4 aimed at supporting 

frontline troops, conducting short- to medium-range airborne or air assault operations 

and deploying forces to the NATO flanks.  Each individual nation was responsible for its 

own fleet and there was hardly any coordination among them (European Air Group, 

2000).  The most significant airlift capabilities in Europe were those of nations which 

historically had been oriented towards power projection and which maintained a global 

outlook and ambitions even after World War Two—mainly the United Kingdom (U.K.) 

and France.5  However, even their power projection capabilities have been significantly 

smaller than those of the United States6 and today, a large part of their strategic 

transport fleets are ageing and increasingly obsolete.7  Beyond transport, many 

European forces do not have the technologically advanced capacities needed to prevail 

quickly and with minimum casualties in demanding combat situations. 

The security environment emerging after the end of the Cold War, the events of 

September 11, 2001 and the subsequent war on terrorism have altered the strategic 

calculus for Europeans.  The nature of the security threats to European interests has 

changed.  Rather than territorial invasion, more relevant threats now include 

international terrorism, the proliferation of Weapons of Mass Destruction (WMD), both 

frequently fueled by rogue states, and—closer to Europe’s southern and eastern 

borders—ethnic conflict, organized crime and political instability.8  These threats are not 

limited to the areas in and around Europe’s immediate borders; they are more diffuse 

and geographically diverse than previous threats.  Furthermore, these new threats imply 

                                                
4 Tactical transport aircraft is used for transport within a theater of operations (intra-theater), as opposed to 
strategic transport aircraft, which is used for transport between theaters (inter-theater). 
5 In fact, both the U.K. and France had a significant number of dependent territories post World War II.  
France had colonial possessions up until 1960, while it still maintains overseas territories (such as the 
islands of Martinique, Guadelupe, and others), which are parts of the French Republic (not dependent).  
Britain gave up its last major colony (Hong Kong) in 1997, while it also has overseas territories such as 
Gibraltar (disputed by Spain), Bermuda, the British Virgin Islands, and others, which are under the 
sovereignty of the United Kingdom, but are not considered part of it (Source: Wikipedia, 
http://en.wikipedia.org/wiki/Dependent_territory#France, as of February 6, 2007). 
6 For example, the U.K. currently possesses 45 Hercules C-130 (of which 25 C-130J), and four leased C-17 
aircraft; and France has 50 C-160 Transalls, 14 C-130 and 20 CN-235.  By comparison, Germany has 83 
medium-range C-160 aircraft.  The United States Air Force currently possesses in its active fleet (excluding 
reserves) 80 C-5, 131 C-17 and 186 C-130 transport aircraft (IISS, 2006). 
7 The European fleets of C-130s have an average age of 25 years; many of the C-160s were bought in the 
mid-1960s (Dye, 2003). 
8 These new threats to European interests are summarized in the European Security Strategy (“A Secure 
Europe in a Better World,” 2003).

http://en.wikipedia.org/wiki/Dependent_territory#France
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the need for more demanding operations.  Since 9/11, the United States has been less 

able—and less willing—to focus on European security concerns, as it juggles multiple 

commitments and more pressing priorities around the globe.  The clash in perceptions 

between the United States and some European countries during the second war in Iraq 

and the strain this has brought on transatlantic relations has weakened U.S. 

engagement in Europe even further.  Finally, with the European Union’s (EU) post-Cold-

War enlargement to a much greater geographical region, represented by its 27 Member 

States, the Union’s security risks and responsibilities have increased substantially. 

This changed strategic environment has several implications for European nations.  

First, because of the potentially diminished U.S. involvement in European security, it has 

become imperative for Europeans to shoulder a larger share of the burden for their own 

security and defense by taking greater military responsibilities for managing future 

crises.  Europeans need to be a reliable partner of the United States in security matters,9

but they also need to be able to defend and promote their own vital interests when these 

diverge from U.S. interests. 

Second, as Europeans become increasingly involved in demanding military operations, it 

has become critical for them to develop their own capabilities to handle such crises.  

Demanding combat operations require military forces adequately trained and equipped 

with high-end assets, which are needed to prevail quickly and with minimum casualties.  

The experience of recent European military involvement in crises on Europe’s periphery 

(such as in Kosovo) and beyond (such as in Afghanistan and Iraq) has demonstrated the 

need for European nations to have a solid strategic transport capability10,11 in order to 

field their forces rapidly to a crisis zone and be able to sustain them.12

Third, future military engagements are likely to be time-sensitive, requiring immediate or 

rapid intervention.  The ability to get sizable forces and equipment to a distant theater of 

operations in days, rather than weeks or months, will be critical to ensuring a favorable 

outcome (CBO, 2005).  The move by many militaries to achieve high levels of lethality in 

                                                
9 To be credible partners, Europeans need to be able to field effective military capabilities in a range of 
circumstances, and be able to provide added value to U.S. capabilities (Alexander and Garden, 2001). 
10 In this dissertation, the terms “strategic transport” and “strategic lift” are used interchangeably to denote 
the capabilities—airlift and sealift—used to move forces and equipment to a theatre of operations. 
11 For example, see report on the U.K.’s lessons from Kosovo, Chapter 6, §6.46 (U.K. Ministry of Defence, 
2000). 
12 Keep them supplied. 
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smaller and lighter forces is largely motivated by the need to transport them to the 

theater of operations as quickly as possible.  Strategic transport (inter-theater, rather 

than intra-theater)—particularly airlift—becomes crucial.  In fact, the value of airlift 

increases in relative importance compared to sealift, land means of transportation or 

prepositioned forces.  If an enemy attack proceeds quickly and with little warning, airlift 

may be the only means to move equipment and forces to the crisis region, before other 

means can be used.13

Beyond military contingencies, airlift also has become a critical component of effective 

response to humanitarian disasters and other similar operations.  European nations 

increasingly want to intervene in such contingencies, often far beyond Europe’s 

immediate neighborhood.  Their strategic airlift shortfall severely limits their ability to 

respond effectively.  To illustrate, in 2005, several European countries were unable to 

respond rapidly in order to deliver aid to tsunami victims in Southeast Asia, despite a 

public interest in doing so, due to a lack of adequate strategic lift capabilities (Flournoy et 

al., 2005). 

Although European nations have recognized the changed security environment and its 

implications for their defense postures, the actual transformation of their forces has been 

slow.  European nations still have a long way to go towards changed strategic doctrines 

and total force transformation.14  Several among them have undertaken or are in the 

process of implementing major military modernization programs.  Many conscription-

based European armies are shifting to all-volunteer professional forces,15 which are 

smaller, better trained and better suited for the new military missions, particularly 

expeditionary operations.  These forces are more mobile and easily deployable, while at 

the same time providing sufficient protection, firepower and lethality, using advances in 

modern weaponry, smart munitions and information technology.  To that end, Europeans 

                                                
13 However, besides its high cost, airlift also has operational limitations: for example, although it can deliver 
light units quickly, it cannot move heavy units with more than a handful of military vehicles, since even the 
largest transport aircraft can carry only one or two of these vehicles at a time (see CBO, 1997).
14 To date, European rapid reaction forces focus on tasks such as peacekeeping and limited crisis 
management on Europe’s periphery.  Intense combat in distant theatres is not yet part of defense planning 
for most European nations. 
15 The U.K., Belgium, France, Ireland, Italy, Portugal, Spain, and the Netherlands already have restructured 
their armed forces towards professional armies.  Germany plans to drastically reduce its number of 
conscripts (Assembly of WEU, 2003, p. 14), although conscription does not look likely to be abolished in the 
near future. 
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are investing in technologically advanced military assets enabling them to deal with more 

demanding combat operations. 

One area where Europeans lack capabilities for significant power projection is strategic 

transport, particularly airlift.  There is a discrepancy between the strategic airlift 

capabilities that European nations would require to conduct—either autonomously or as 

part of a coalition—the most demanding military operations, and the capabilities 

currently available to them, individually or collectively.16

Paying to modernize existing forces while procuring additional strategic airlift capabilities 

is likely to strain the defense budgets of most European nations, while there is little or 

non-existent public support for increasing those budgets.  Equally important, Europeans 

make inefficient use of their existing strategic airlift assets and capabilities, which are 

clearly insufficient at the individual-nation level, but not integrated at the European level. 

European nations are faced with a challenging question: Given the current security, 

budgetary and political environment, how can they improve their strategic airlift 

capabilities so that they are capable of supporting the rapid deployment of a European 

expeditionary force?  Although certain integrated approaches to acquiring and managing 

strategic lift assets and capabilities potentially could be more cost-effective than national 

approaches and could increase the affordability of improved capabilities, to date there 

has not been significant progress in implementing such approaches.  Significant barriers

exist to adopting multinational, integrative solutions for the more efficient use of 

European lift capabilities.  These barriers include, among others, divergent interests and 

threat perceptions among European countries; concerns about national sovereignty and 

dependence on other nations; institutional and organizational inertia; and problems with 

establishing burden sharing relationships. 

                                                
16 For example, during the war in Afghanistan in 2002, many European countries did not have sufficient 
transport capacity to transport their troops to the crisis area in a timely way and often had to resort to foreign 
help.  Even when they got there, some could not stay for longer than six months because they lacked the 
capacity to sustain their forces. 
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II. Research Objectives, Scope and Approach 

1. Objectives and Research Questions 

If Europe wants to be a credible military actor in the international security environment, 

building up its strategic airlift capabilities, while using them more efficiently is critical.

This dissertation seeks to help European decisionmakers understand the main issues, 

challenges and tradeoffs involved in achieving that. 

The main objective of this dissertation is to examine how European nations can make 

and implement decisions that will improve the strategic airlift capabilities of a European 

rapid reaction force that is both autonomous and interoperable with its U.S. allies, taking 

into account the limited resources European nations are able to commit to this purpose.

The study addresses two groups of research questions: 

1. What are the main policy options available to European nations for improving 

their airlift capabilities?  Which key factors influence decision-making on airlift 

matters and how do policy options compare according to these factors? 

2. What are the major barriers to achieving efficient and effective solutions to 

improving European strategic airlift capabilities and how can these barriers be 

overcome? 

This dissertation conducts a systematic review of the key factors that lead to efficiencies 

and/or inefficiencies in the provision of strategic airlift capabilities, in the context of 

various policy options for doing so, as well as the factors that influence the 

implementation of these options.  A broader goal of this study is to propose a 

methodological framework for evaluating and integrating these key factors, which can be 

applied to the analysis of a variety of defense capabilities that need to be improved.17

The case of strategic airlift could, to a certain extent, be considered as representative of 
                                                
17 There are many examples of European capabilities (besides strategic airlift) that are inadequate or in 
short supply.  The Prague Capabilities Commitment (PCC), approved in November 2002 at the NATO 
Summit in Prague, identified several capability areas where (mostly European) NATO nations have 
shortfalls.  These include chemical, biological, radiological, and nuclear defense; intelligence, surveillance 
and target acquisition; air-to-ground surveillance; command, control and communications; combat 
effectiveness, including precision-guided munitions and suppression of enemy air defense; strategic air- and 
sealift; air-to-air refueling; and deployable combat support and combat service support units (see “Prague 
Summit Declaration,” 2002). 
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the processes involved in building other European defense capabilities and therefore, 

the insights and lessons learned from this case can be applied to those other capabilities 

as well. 

2. Scope 

This dissertation focuses on European strategic airlift capabilities required to address a 

demanding conflict beyond Europe’s borders, on a surge basis, to supply specific 

increments of military capability (linked to the requirement).  Transport capabilities 

required for sustainment of deployed forces for the duration of a conflict are not 

examined.18  Capabilities required to perform low-intensity humanitarian and 

peacekeeping tasks are also not examined; for simplicity, it is assumed that in almost all 

cases, lift with the capacity to transport forces rapidly for a demanding expeditionary 

operation is also adequate for peacetime or lower-intensity operations. 

The European players with the most important strategic airlift capabilities are the U.K., 

France, Germany, Italy and Spain.19  Henceforth, references to “Europe,” the European 

Union or “European nations,” will denote these five nations—even though smaller EU 

countries as well as non-European NATO countries or candidates for EU accession are 

also in a position to contribute.20

There is considerable debate within Europe over the goals of a European rapid reaction 

force—whether it should participate in demanding military contingencies or limit itself to 

lower-intensity contingencies such as peacekeeping and humanitarian intervention.  This 

dissertation does not participate in that debate, but instead focuses on the policy 

implications, should such a force have to get involved in demanding military conflicts.  

Besides, as observed above, even if a European military force does not need substantial 

strategic airlift capabilities to be able to intervene in high-intensity combat situations, it is 

still likely to need them to respond to large-scale humanitarian crises. 

                                                
18 Sustainment needs are largely satisfied through other means, mostly sealift. 
19 These five countries represent 74 percent of European NATO defense spending in 2004 and 83 percent 
of EU-25 defense spending (IISS, 2006) and have been the most active players in developing a common 
European security and defense policy, and a European military capability.
20 This is the case particularly since the recent existence of initiatives that involve a consortium of nations 
jointly contracting and sharing strategic airlift capacity, in which many smaller nations participate.  The 
chapters that follow refer extensively to these new initiatives. 
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3. Approach 

Two hypotheses are central to the analysis.  The first hypothesis is that, by engaging in 

multinational pooling arrangements, Europeans can improve their strategic airlift 

capabilities with less significant additional investment than they would need on an 

individual basis, through better management of existing resources.  The second 

hypothesis is that, although such arrangements face important barriers that make their 

implementation challenging, anticipation and careful early diagnosis of those barriers 

can increase the odds of successfully overcoming or avoiding them. 

The approach used to test these hypotheses has two components.  The first component 

explores the policy options available and the key factors affecting decisions on strategic 

airlift in Europe (except factors referring to political feasibility and implementation).  This 

part offers insights into the merits of alternative policy options for addressing European 

strategic airlift shortfalls in terms of cost trends, flexibility, organizational and legal 

complexity, and other characteristics.  In particular, it explores the potential for increased 

efficiencies from collective/multinational (vs. national) options. 

In order to present and evaluate alternative policy options for improving strategic airlift 

capabilities for European nations, a European airlift requirement is needed, which the 

policy options will have to fulfill.  The analysis uses an external benchmark to establish 

such a requirement. 

The second component of the methodological approach explores the political feasibility 

of pooling options: it identifies and analyzes key barriers to implementing these options, 

and suggests potential strategies for overcoming (or avoiding) the barriers. 

The analytical approach of this dissertation consists of a combination of systematic 

analysis and evaluation, case studies and application of negotiations theory.  A more 

detailed description of the methodology is presented in Chapters Three and Five of this 

dissertation. 
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4. Structure – Chapter Outline 

This dissertation is divided into two parts, reflecting the dual approach described above.  

Part 1 consists of four chapters that examine the policy options for improving European 

strategic airlift capabilities and the key factors affecting decision-making with respect to 

these capabilities: 

Chapter Two: Background and Key Issues.  This chapter presents in more detail the key 

capability, budgetary and political issues related to the policy problem. 

Chapter Three: Factors Affecting Strategic Airlift Decision-Making – Methodology.  This 

chapter outlines the methodological approach used to present and systematically 

evaluate policy options for fulfilling a given European airlift requirement and the factors 

affecting decisions among these options. 

Chapter Four: Factors Affecting Strategic Airlift Decision-Making – Application.  This 

chapter applies the methodology to the European strategic airlift problem. 

Part 2 consists of three chapters that examine the politics of European strategic airlift, in 

particular the political, institutional and other related challenges of negotiating and 

implementing pooling options: 

Chapter Five: Barriers to Achieving Efficient Outcomes – Methodology.  This chapter 

outlines the methodology—based on negotiation analysis—used for analyzing the 

barriers that could prevent the implementation of the most efficient—

multinational/pooling—solutions for enhancing European strategic airlift capabilities. 

Chapter Six: Barriers to Achieving Efficient Outcomes – Case Analysis.  A case study of 

the A400M military transport aircraft program is used in order to illustrate (a) the typical 

barriers to reaching agreement in negotiations on pooling of resources at the European 

level; and (b) the processes through which those barriers were (or not) overcome. 

Chapter Seven: Barriers to Achieving Efficient Outcomes – Application.  This chapter 

applies the negotiations analysis framework and lessons learned from the A400M case 

study to joint European efforts to acquire strategic airlift capabilities and/or to manage 

existing or newly acquired capabilities more efficiently.  Recommendations are offered 

concerning how a process to negotiate agreements in this area might be designed. 

Finally, Chapter Eight: Conclusions and Policy Implications synthesizes the study’s key 

findings and proposes an agenda for future research. 
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CHAPTER TWO 

BACKGROUND AND KEY ISSUES 

I. European Security and Defense Policy and a European Rapid 
Reaction Force1

Although the concept dates back to the early 1950s, a Common European Foreign 

and Security Policy (CFSP) was first formalized in the Maastricht Treaty (“Treaty on 

European Union,” 1992).  CFSP epitomized the Union’s effort “to gain an 

international security role commensurate with its political and economic weight and 

to make its voice heard on the international stage” (Lutz, 2001, p. 12).  Following 

that, EU nations agreed that they wanted to provide a solid military capability to 

support their CFSP—to give the EU the ability to back up its diplomatic efforts with a 

power projection capability.  Therefore, the EU also created, within CFSP, a 

European Security and Defense Policy with the potential—contingent on agreement 

among Member States—of eventually creating a common defense structure. 

In order to move towards building European military capabilities for crisis 

management operations under the European Security and Defense Policy (ESDP), 

the European Council adopted, in December 1999, a target for deployable military 

capability—the Helsinki Headline Goal (HHG).  With the HHG, EU Member States 

set themselves the goal of being able, by 2003, to deploy within 60 days and to 

                                                
1 While the term European Rapid Reaction Force or ERRF is used often by the media, it is not formally 
recognized by the EU.  A standing force has not been created nor proposed (Dye, 2003).  According to 
a report by the U.K. Ministry of Defense (MoD) from early 2005, “As yet there is no standing European 
Rapid Reaction Force nor any EU agreement to create one. What has sometimes been referred to as a 
‘European Rapid Reaction Force’ is, in fact, a catalog of forces which member states could make 
available to the EU, should they choose to participate in a particular EU-led operation. Any contribution 
to a particular EU-led operation would depend on the operation's requirements, the availability of forces 
at the time and the willingness of EU members to participate” 
(http://www.armedforces.co.uk/mod/listings/l0023.html, as of July 7, 2006).  This study uses the term 
ERRF for convenience reasons, to refer to this catalog of European forces—not to a standing force. 

http://www.armedforces.co.uk/mod/listings/l0023.html
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sustain for at least one year, forces up to corps level—60,000 troops.2  This rapid 

reaction force was originally intended to provide the EU with the military capability for 

conflict prevention, crisis management and peacekeeping operations—the so-called 

Petersberg Tasks.3

At the same time, EU Member States agreed to establish the necessary EU 

institutional bodies to provide coordinated political and strategic control of these 

deployable forces.4  In the years that followed, significant progress was made in that 

aspect, with the establishment of the Political and Security Committee (PSC), the EU 

Military Committee (EUMC), and the EU Military Staff (EUMS).  However, the HHG 

was more a symbol of political commitment—valuable in itself—than a detailed 

requirement suitable for military planning.  As a result, progress in terms of acquiring 

the military capabilities required to perform the Petersberg Tasks has been slow.5

A Headline Goal Task Force (HTF), consisting of several specialized sub-groups, 

was set up to conduct the necessary analysis that would determine the capabilities 

necessary for achieving the Headline Goal.  The outcome of this process was the 

Helsinki Headline Catalog (HHC), approved by European ministers in November 

2000 (and updated in following years), which initially identified 144 key requirements.  

Of these requirements, EU members had shortcomings in 38 areas.  Specialized 

panels were established to assess the key shortfall areas. 

In the Capabilities Commitment Conference of EU Defense Ministers that took place 

in Brussels in November 2000, EU Member States committed to voluntary national 
                                                
2 Taking into account the need to provide rotating replacements for the initial forces, the European force 
implied by the HHG would actually have to consist of 180,000 troops.  According to the HHG, the 
European force should be “militarily self-sustaining with the necessary command, control and 
intelligence capabilities, logistics, other combat support services and, as appropriate, air and naval 
elements.”  In other words, not only should it be able to deploy in full at this level in 60 days, but it 
should also be able to provide, within it, smaller rapid response elements available and deployable at 
very high readiness. 
3 The Petersberg Tasks were originally defined at a Western European Union (WEU) meeting at 
Petersberg, Bonn on June 19, 1992.  According to the Petersberg Declaration and, later, the Treaty on 
European Union (TEU), these would include “humanitarian and rescue tasks; peacekeeping tasks; [and] 
tasks of combat forces in crisis management, including peacemaking” (WEU Council of Ministers, 
Petersberg Declaration, 1992). 
4 For more on the history of ESDP and the HHG, see Dye (2003); also, Andersson (2006). 
5 The HHG includes insufficient detail for the purposes of military planning, such as assumptions on 
where EU-led task forces are expected to operate, with whom and how often.  Some of the key figures 
of the HHG (such as the 60-day deployment requirement) are also open to interpretation.  For a 
discussion of this, see “Elaboration of the Headline Goal…,” in Rutten (2001, pp. 102-107). 
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contributions towards the rapid reaction capabilities required to attain the Headline 

Goal.  These national contributions, which were included in the Helsinki Force 

Catalog (HFC), constituted a pool of more than 100,000 troops, approximately 400 

combat aircraft and 100 ships.  These were considered as fully satisfying the 

requirements defined by the HHG to conduct different types of crisis management 

operations (“Military Capabilities Commitment Declaration,” 2000, §4A).  A follow-up 

Capabilities Improvement Conference was held in November 2001, at which further 

military forces and 5,000 police were added to the HHC, and more capability 

shortfalls were declared remedied. 

The Laeken European summit in December 2001 launched the next phase of the 

effort to cover capability shortfalls with the European Capability Action Plan (ECAP).  

ECAP set up, among others, 19 panels addressing the most significant shortfall 

areas and exploring ways to improve European capabilities in those areas.  The 

ECAP process managed to reduce the number of shortfall areas to 26 between 2001 

and 2003 (NATO Parliamentary Assembly, 2003b).  Strategic airlift, which was 

among the initial shortfall areas, remained in the new, shorter, list.

In 2003, the Global Approach on Deployability (GAD) was introduced within the 

ECAP with the aim of coordinating all strategic lift assets and initiatives in support of 

EU-led operations in order to make more effective use of these assets. 

In the third Capability Conference, which took place in Brussels in May 2003, new 

contributions from EU nations, based on revised requirements, were aimed at 

reducing even further the number of shortfalls.  At the same time, the European 

Rapid Reaction Force (ERRF) was declared fully operational.  A declaration adopted 

by EU Defense Ministers noted that the ERRF faced limitations in terms of its 

deployment time and that there might be “high risk…at the upper end of the 

spectrum of scale and intensity, in particular when conducting concurrent operations” 

(Council of the European Union, 2003).  In other words, as it was declared 

operational, the ERRF was, at the same time, declared as not yet very rapid, not yet 

able to engage in sizable operations in terms of numbers or firepower, and not yet 

able to safely sustain more than one operation at a time (Lobjakas, 2003). 

In the aftermath of the Iraq crisis, a combination of factors, both external and internal 

to the EU, led to the launching of a strategic debate over the Union’s role in the post-

9/11 security environment.  These factors included the inability of the EU to present a 
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unified foreign policy front post-9/11, particularly with respect to the Iraq war; the 

process of the European Constitution; and others.  The European Security Strategy 

(ESS), adopted by the European Council meeting in Brussels in December 2003,6

resulted from this debate.  The ESS outlined a vision of the EU’s role as a security 

actor and provided a framework for conducting EU foreign and security policy.  The 

strategy emphasized that territorial defense as a strategic objective is no longer 

relevant; the vast majority of threats to the EU will come from abroad, which is also 

where the EU will need to intervene (Andersson, 2006).  The adoption of this 

comprehensive new strategy pointed to the need to revise EU nations’ views on the 

contingencies in which the Union will need to act militarily, as well as their 

assessment of the capabilities that it will require for that action, as these were 

reflected in the Peterberg Tasks and Headline Goal. 

Out of this revision came the Headline Goal 2010 (HG2010), adopted in June 2004, 

which was based on the HHG, but also drew on the lessons learned from the ESS 

and from EU-led operations.7  According to the HG2010, the EU should be able, by 

2010, “to respond with rapid and decisive action…to the whole spectrum of crisis 

management operations…”  It should be able to take over “humanitarian and rescue 

tasks, peace-keeping tasks, tasks of combat forces in crisis management, including 

peacemaking.  As indicated by the ESS, this might also include joint disarmament 

operations, the support for third countries in combating terrorism and security sector 

reform. The EU must be able to act before a crisis occurs and preventive 

engagement can avoid that a situation deteriorates” (Headline Goal 2010, 2004, p. 

1).  The new Headline Goal emphasized that the capacity for rapid deployment in 

crisis situations is a key priority of ESDP and included a specific target for achieving 

the necessary strategic lift to support anticipated operations. 

                                                
6 The ESS was first presented as a draft document at the Thessaloniki European Council in June 2003. 
7 The ESS reflects calls to update the Petersberg Tasks in order to take into account the new security 
challenges faced by the EU.  As a result of this update, the ESS and the HG2010 identify five scenarios 
which cover the full spectrum of potential EU involvement: humanitarian assistance (such as preventing 
atrocities and protecting aid workers); evacuation operations (of non-combatants from a hostile 
environment); conflict prevention (including disarmament operations, enforcing embargoes and 
supervising counterproliferation efforts); stabilization and construction (traditional peacekeeping 
missions, monitoring cease-fires and withdrawals); and separation of parties by force (direct combat 
missions and peacemaking activities) (Andersson, 2006). 
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This shift from a static defense posture to a truly expeditionary mentality that values 

rapid deployment capabilities is reflected in the most recent high-profile initiative of 

the EU: the EU Battlegroups.  These are force packages of 1,500 troops reinforced 

by combat and combat support (logistics) units, as well as by the necessary air and 

naval elements.  Each Battlegroup should be able to take a decision to launch an 

operation within five days of the approval by the Council of EU Ministers.  Forces 

should be on the ground implementing their mission within ten days of the EU 

decision to launch (Andersson, 2006).  Deployment should last for an initial period of 

30 days, which should be able to be extended to at least 120 days at 6,000 

kilometers from Brussels (Biscop, 2005).  A Battlegroup can be formed by one nation 

or a group of nations.  At the Military Capability Commitment Conference in 

November 2004 EU Member States made an initial commitment to form 13 

Battlegroups.  The objective was for the EU to be able—by 2007, when the 

Battlegroups reach full operational capability—to launch, in response to a crisis or to 

an urgent request by the United Nations (UN), two concurrent Battlegroup-size rapid 

response operations almost simultaneously for a period of up to 120 days.8  The 

emergence of the EU Battlegroups and their emphasis on rapid deployability made 

acquiring strategic lift capabilities even more crucial.9

Besides the extensive rhetoric and declarations with respect to the role of the EU as 

a military actor, the EU has been taking part in actual operations that illustrate this 

role.10  The first ESDP operation, launched in January 2003, was civilian: the 

deployment in Bosnia & Herzegovina (BiH) of a police force (EU Police Mission or 

EUPM) from 24 EU and nine non-EU nations to train the local police forces, help 

restore the rule of law and establish sustainable policing arrangements in line with 

European standards and practice.  The EUPM took over from the UN International 

Police Task Force.  It was initiated as a three-year commitment, involving 198 

international staff members and some 208 BiH nationals. 

                                                
8 “Declaration on European Military Capabilities” (2004). 
9 There is considerable debate around whether the Battlegroups are sufficient to address high-intensity 
combat missions.  Some argue that their limited size makes them unsuitable for anything beyond 
“humanitarian assistance missions, military diplomacy assignments and symbolic political action.”  For a 
discussion of this debate see Andersson (2006, pp. 46-48). 
10 For more information on EU operations, see 
http://www.consilium.europa.eu/showPage.asp?id=268&lang=en&mode=g (as of June 20, 2006). 

http://www.consilium.europa.eu/showPage.asp?id=268&lang=en&mode=g
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The first EU-led military operation under the auspices of ESDP was “Operation 

Concordia,” launched in the Former Yugoslav Republic of Macedonia (FYROM) from 

the end of March to December 2003.  This EU operation used NATO assets and 

capabilities11 in order to help create a secure environment to implement institutional 

reforms.  Although Concordia was a small12 and low-intensity operation, it was 

among the EU’s first efforts to establish itself in crisis management.  Some observers 

considered “Concordia” a litmus test for other EU operations, particularly the EUFOR 

operation in Bosnia, which the EU took over from NATO’s SFOR in December 2004 

(see below). 

The EU’s first autonomous military operation—conducted without recourse to NATO 

assets—and also the first which was conducted outside Europe was “Operation 

Artemis” in the Democratic Republic of Congo (DRC) from June to September 2003.  

One of the principal aims of this mission, in which the EU force worked in close 

coordination with the UN Mission in the DRC (MONUC), was to contribute to the 

stabilization of the security conditions and to the improvement of the humanitarian 

situation in the area.  France was the lead or “framework nation” for the operation.  

Operation Artemis is considered to be the first demonstration of the EU’s ability to act 

swiftly and effectively as a military actor in the international security environment 

(Andersson, 2006). 

The “EUFOR – Althea” operation in Bosnia & Herzegovina was launched in 

December 2004 and comprises 6,200 troops from 22 EU member states as well as 

11 other nations.  EUFOR makes use of NATO assets.  Its main objectives are “to 

maintain a safe and secure environment in BiH; to ensure continued compliance with 

The General Framework Agreement for Peace;” and to contribute to the fight against 

organized crime in BiH (EU Council Secretariat, 2005).  “Althea” also aims to help 

the country advance towards European integration in the context of the Stabilization 

and Association Process. 

The EU is conducting several other operations, both military and civilian or police, in 

Europe, Africa, Asia, the Caucasus region and the Middle East.  Missions cover a 

wide range: from helping to monitor border crossings, such as in the EU Border 

                                                
11 The EU operation took over control from a NATO operation whose mandate had expired. 
12 It involved 400 military personnel, which came from 13 EU Member States and 14 non-EU countries, 
six of which were non-EU members of NATO, such as Turkey. 
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Assistance Mission at Rafah Crossing Point in the Palestinian Territories (EU BAM 

Rafah) which started in November 2005 for 12 months; to fighting organized crime 

and helping maintain the rule of law, such as the EUPOL/Proxima in FYROM 

(December 2003- 2005) and EUJUST THEMIS (EU Rule of Law Mission in Georgia, 

July 2004-2005); to humanitarian and crisis management operations such as the EU 

civilian-military supporting action to AMIS II in Darfur, Sudan (established in July 

2005).

II. European Strategic Airlift: Capability Issues 

Despite the progress in building institutions and the participation of EU rapid reaction 

forces in actual operations, there is a discrepancy between the realities of the 

security environment in which Europe operates and European nations’ actual military 

capabilities for crisis management operations.  Although the military commitments 

made to the HHG by EU Member States seem to exceed even what was required, 

these contributions “do not…automatically translate into a coordinated and 

deployable multinational military force.  Not only are the bulk of these committed 

forces “double- (or triple-) hatted,” (also committed to NATO or elsewhere), but they 

also suffer critical qualitative deficiencies” (NATO Parliamentary Assembly, 2003a, p. 

7).  For instance, some of the existing European airlift capacity is not adequately 

modernized.13  In the U.S.-led military campaign in Afghanistan in 2001 and 2002, 

the German military had to transport its troops to Afghanistan in Dutch C-130s 

equipped with self-protection suites, since the German C-160s were not capable of 

operating in hostile environments.  The lack of appropriate long-range airlift capability 

also forced countries participating in the campaign to set up expensive staging bases 

in neighboring countries.  France, for example, turned a civilian airstrip in Tajikistan 

into a cargo facility where materiel could be transferred from incoming C-130 aircraft 

to C-160s for the trip to Kabul.  France also had to negotiate with Turkey for 

                                                
13 A large majority of European military airlift fleets consist of American C-130 and French-German C-
160 Transall aircraft purchased in the 1960s and 1970s.  The first C-160 flew in 1963.  Production was 
completed in 1972, but in 1977 the program was reinstated to produce a new generation C-160 for 
France.  The last of these new generation aircraft entered service in 1987 (Information from 
http://www.fas.org/man/dod-101/sys/ac/row/c-160.htm; as of October 28, 2004).

http://www.fas.org/man/dod-101/sys/ac/row/c-160.htm
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stopovers of its C-130s in Istanbul on the long flight to Afghanistan.  All these options 

required heavy financial investment (Kaufman, 2002). 

Deficiencies in critical capabilities have been widely acknowledged with strategic 

airlift always ranking high on every list of shortfalls.  NATO’s Defense Capabilities 

Initiative (DCI) launched at the April 1999 Washington Summit14 listed 58 

deficiencies in European military capabilities, which included strategic transport.  In 

November 1999, the WEU Audit of Capabilities necessary to conduct the full range 

of Petersberg Tasks made similar observations, suggesting that: “capabilities for 

projecting forces to theatres of operations, even distant ones, should be improved.  

For military operations at the higher end of the Petersberg Task spectrum, military air 

and sea transport assets and capabilities should be considerably reinforced…Even 

for cases where recourse to civilian assets may be inevitable, the capability for 

strategic projection within short time-frames should be maintained” (WEU Council of 

Ministers, 1999, p. 2).  Strategic airlift was also one of the major European 

deficiencies identified in the aftermath of the 1999 Kosovo campaign and has been 

identified as a major European capability shortfall in all EU Capability Commitment 

Conferences.15  Finally, at NATO’s Prague Summit in November 2002, Alliance 

members decided to reduce drastically the list of DCI shortfalls in the hope that by 

focusing on a shorter list, at least the most important shortfalls would be addressed.  

Strategic airlift remained on that shortlist. 

The shortfall in strategic airlift is particularly pronounced in long-range, heavy-lift and 

outsize-capable aircraft.16  Most European nations do not possess aircraft capable of 

                                                
14 The objective of the DCI was to ensure that NATO nations can effectively and cooperatively meet the 
full range of current and future operational requirements—from humanitarian assistance through to an 
armed attack against an Alliance member.  The shortfalls identified and addressed by the DCI were 
based on lessons learned from operations in the Balkans, the Gulf War and the post-Cold War 
environment in general. 
15 For example, the “Military Capabilities Commitment Declaration” (2000), stated: “As regards the 
strategic air and naval transport capabilities at the EU’s disposal, improvements are necessary to 
guarantee that the Union is able to respond, in any scenario, to the requirements of a demanding 
operation at the top of the Petersberg range, as defined in Helsinki.” 
16 Airlift planners categorize cargo as bulk or general cargo, oversize and outsize, based on the item’s 
weight or external dimensions.  Outsize cargo is so large or bulky that it can fit only on two types of U.S. 
cargo planes—the Lockheed C-5 or the Boeing C-17—as well as on the Ukrainian Antonov An-124.  
Oversize cargo is smaller than outsize and can fit on smaller military (A400M—see below) and some 
commercial transports, whereas bulk cargo can be accommodated on all types of cargo aircraft, such 
as the C-130 and C-160 (CBO, 1997; CBO, 2005). 
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transporting troops and cargo over long distances without refueling; or capable of 

transporting outsize items, such as attack and support helicopters, armored vehicles 

or heavy engineer equipment without disassembling them.17

Strategic airlift capabilities, particularly outsize, are considered critical for demanding 

expeditionary operations.  The question of how critical they really are for European 

nations has been the subject of debate and, at the time of writing, there is no 

widespread agreement among EU nations on the necessity of outsize airlift 

capabilities.  European perceptions of the role of the EU as a military power 

determine the kinds of missions EU forces are likely to undertake in the future and, 

consequently, the types of equipment that will need to be transported to theaters of 

operations.  The debate focuses on the question of whether EU forces will ever need 

to undertake such high-intensity operations requiring such equipment as large 

armored vehicles and combat helicopters that can only be transported in outsize-

capable aircraft.  One can argue that, although some armored vehicles (for example, 

MBTs) are no longer considered crucial for the average future military mission, there 

are other outsize assets that would be critical even for some low-intensity operations.  

For example, attack and support helicopters are a means of providing flexibility and 

mobility from the initial stages of an operation, something which is recognized both 

by NATO’s DCI and the EU’s HHC.  The same applies to the CH-47 Chinook 

transport helicopter and Airfield Battle Damage Repair (ABDR) vehicles, which are 

too large or too heavy to transport (without significant disassembly)18 on medium 

transport aircraft, such as the A400M19 (European Air Group, 2000). 

Both sides of the debate on outsize lift have legitimate arguments.  This dissertation 

will not take sides in that debate; rather, it will explore how EU nations can approach 

and manage a need for outsize airlift, should they decide that this is a critical 

necessity for the EU’s future military role.  The projected outsize airlift shortfall and 

its importance to European nations would have to be substantial to justify the 

                                                
17 Outsize lift is the main deficiency of EU strategic airlift capabilities when those capabilities are taken 
as a pool.  If one takes each nation separately, shortfalls extend to oversize and even bulk airlift for 
some nations. 
18 Some helicopter types can be transported by a C-130-type aircraft, at least partially disassembled, 
requiring additional personnel and equipment for reassembly and imposing increased technical risk.  
19 Information on the A400M program is provided in the following pages. 
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existence of a dedicated capability (a fleet of large transport aircraft) to cover that 

shortfall.

Despite acknowledging the existence of a European strategic airlift shortfall in 

general, European nations have not—at least until relatively recently—made much 

progress in remedying it.   Traditionally, European nations have covered their 

strategic airlift needs at the national level, through a combination of chartered 

commercial and leased foreign military aircraft, while recently, there have also been 

some joint procurement initiatives at the European level.  Over the years, when 

European nations have not been able to handle the requirements of a crisis 

management operation with their own military airlift assets, they have mainly used a 

mix of commercial and foreign military assets.  Chartering from the commercial 

market is a very commonly used option, particularly by nations that do not have a 

military airlift capacity or want to complement their capacity in times of peak demand.  

Following the U.S.-led military campaign in Afghanistan in 2001-2002, the 19 nations 

participating in installing and supporting the International Security Assistance Force 

(ISAF)20 flew a mix of aircraft, which included chartered Russian and Ukrainian 

Antonov An-124, Ilyushin Il-76, and other civilian planes (Brosky, 2002; Gordon, 

2002).  Germany chartered An-124s, which flew about 100 sorties between early 

January and the end of March 2002 to transport heavy German military equipment at 

a cost of $218,000 per mission.21  The U.K. and France also chartered An-124s, at 

about $265,000 per mission (Brosky, 2002).  In 2003, even the United States leased 

An-124 aircraft to carry outsize and oversize cargo.  At that time, it was estimated 

that 79 missions conducted in that year cost the Department of Defense (DoD) $28.9 

million—or about $366,000 per mission (Bolkcom, 2005, p. 12).22  In Operation 

Artemis, the EU airlifted 1,500 troops and 2,410 metric tons of equipment from 
                                                
20 ISAF was a 4,600-troop force set up under a UN mandate to help the emergent government of 
Afghanistan establish itself. 
21 If one considers that the price of the An-124 on the market is around $80m, then the $22m spent on 
charter contracts by the Germans within those three months already amount to more than a quarter of 
the cost of an An-124.  This is just an illustration of the relative magnitudes of the costs, and does not 
take into account the costs (maintenance and support, related infrastructure investment etc.) that 
accompany aircraft acquisition.
22 Author’s note: Although not investigated, this difference in charter rates (besides reflecting market 
conditions) could also be an indicator of scale economies in chartering: perhaps the United States paid 
a higher rate than the Germans because of the smaller number of missions—79 vs. 100 for Germany. 
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Europe to Uganda in 50 flights by An-124 aircraft, 20 Airbus A-300 flights and 72 C-

130 flights (Andersson, 2006). 

Europeans have also used (chartered, rented and leased) foreign military aircraft—

usually American, Russian and Ukrainian—particularly for large or outsize loads 

(NATO Parliamentary Assembly, 2003b).23  The U.K. signed a seven-year leasing 

agreement with Boeing in September 2000 for four C-17 Globemaster III aircraft in 

order to cover the Royal Air Force’s (RAF) interim airlift needs until the A400M 

aircraft on order by the U.K. entered into service.  The RAF’s experience with the C-

17 was positive, leading to an extension of the original lease with a new expiration 

date in late 2009.  Even though the C-17s were leased as an interim capability, the 

U.K. announced on July 21, 2004 that it would purchase them at the end of the lease 

(Defense Procurement Agency, 2005) and would also place a follow-on order for one 

aircraft, not excluding the prospect of additional purchases later, “especially if the 

A400M does not live up to expectations in operational use.”24,25  In addition, in the 

Kosovo campaign of 1999, American C-17s flew half the strategic airlift missions 

required, since the Europeans lacked long-haul heavy-lift aircraft.  U.S. planes, such 

as the C-17 or the C-5 Galaxy can be made available to the EU under the “Berlin 

Plus” arrangement which allows the EU to draw on NATO resources for EU-led 

operations (Andersson, 2006).26

None of the above options—use of commercial aircraft or of foreign military planes—

are ideal.  Commercial aircraft only partially cover European strategic airlift needs.  

First, such aircraft are not always readily available: they may be scarce in the global 

market, particularly as demand for them dramatically increases in times of crisis.  For 

instance, during the tsunami disaster in Asia in 2004, there was a shortage of air 

cargo planes worldwide, since demand for them was very high for delivering 

                                                
23 Additional sources of information include the author’s interviews with Mr. William Hopkinson (April 
2002); and Mr. James Townsend, U.S. Mission to NATO (May 2002). 
24 Information from http://www.wordiq.com/definition/C-17_Globemaster (as of June 27, 2006). 
25 The C-17 entered service with the RAF in September 2001.  The C-17s would be directed from the 
U.K.’s permanent joint headquarters (PJHQ) in Northwood and form the core of the airlift component of 
the U.K.'s joint rapid deployment force (JRDF) (http://www.global-defence.com/2001/ASpart2.html, as of 
June 27, 2006).
26 “Berlin Plus” was signed in March 2003, and provides the EU with access to NATO’s planning 
expertise, European command infrastructure, and collective assets and capabilities (“Secretary-
General…,” 2005).  The latter refer to planning capabilities, but not troops and equipment that belong to 
individual NATO nations (Burwell et al., 2006). 

http://www.wordiq.com/definition/C-17_Globemaster
http://www.global-defence.com/2001/ASpart2.html
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humanitarian aid (“Berlin Designates…,” 2005).  Second, civilian aircraft are not 

suitable for all types of contingencies, particularly high-intensity conflict, since most 

of them lack adequate protection against potential enemy attack.  Moreover, there 

are restrictions and limitations in the use of such aircraft in combat situations; if at all 

available, their use may entail exorbitant insurance costs.  In the Kosovo campaign 

of 1999, the use of commercial airlift assets was constrained because these were 

unable to fly to all destinations, due to the risks involved and the difficulties in using 

aircraft from some countries opposed to the NATO operation. 

Foreign military equipment may carry a very high price or it may not be available at 

all.  Only the largest EU nations can afford to buy the C-17 individually.  As far as 

using U.S. assets under Berlin Plus is concerned, the U.S. Transport Command 

(USTRANSCOM) is currently overstretched and unlikely to have the capability to 

satisfy Europe’s need for outsize airlift, while reserving sufficient capability for its own 

deployment requirements. In future crises U.S. assets are more likely to be used to 

transport U.S. forces before they are made available to other countries. 

Besides, reliance on market conditions or on the goodwill of the United States or 

other countries is incompatible with the desire of European nations to acquire an 

independent defense capability.  Where Europeans will need to defend their vital 

interests, they may not be willing—or able—to rely on foreign assets.  Therefore, 

they will either transport their troops and equipment with their own airlift assets 

exclusively, or have to stay out of a conflict. 

Europeans have initiated efforts to make up for some of their deficiencies in strategic 

airlift by pooling their resources, both at the acquisition and operational level.  In the 

first case, several European nations participate in the Airbus A400M military 

transport aircraft program. Specifically, seven European nations have committed to 

cooperatively develop and produce 180 such aircraft with deliveries starting as of 

2009.27  In terms of size and capacity, the A400M is positioned somewhere between 

a strategic (the C-17) and a tactical (the C-130) transport aircraft. 

Additional joint initiatives aimed at reducing the strategic airlift shortfall include the 

Strategic Airlift Interim Solution (SALIS) and NATO’s Strategic Airlift Capability 
                                                
27 The A400M partner nations are: Belgium (with 7 aircraft), France (50), Germany (60), Luxembourg 
(1), Spain (27), Turkey (10) and the U.K. (25).  Italy and Portugal were among the original participants, 
but subsequently withdrew from the program. 
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(NSAC).  In SALIS, 15 NATO nations and one non-NATO partner28 have signed an 

agreement which provides them assured access to a certain number of Antonov An-

124-100 flight hours (FH): 2000 FH per year, equivalent to two An-124 on full time 

charter.  The contract also provides for access to two more aircraft on six days’ 

notice and another two on nine days notice (NATO update, 2006).  SALIS was 

launched in the aftermath of NATO’s Prague Summit.29  NSAC is a joint initiative by 

15 NATO member countries and one partner nation30 to purchase C-17 transport 

aircraft31 in order to provide strategic airlift capability for NATO, EU or other missions.  

Participating nations would buy a share of the total flight hours, according to a 

predetermined formula.  The jointly acquired capability would be managed 

collectively—a departure from the usual case where strategic airlift capabilities, even 

those jointly acquired, such as the A400M, are managed at the national level.  The 

NSAC would reach initial operational capability by the second half of 2007, with the 

full aircraft fleet and full operating capability in 2009 (“C-17 Airlift Capability for NATO 

Displayed,” 2006).  At the time of writing, the Letter of Intent has been released by 

the 13 nations in September 2006, launching contract negotiations with Boeing.  

While many individual European countries possess important strategic airlift assets, 

these assets are not used in the most efficient way.  National assets—already not 

sufficient for power projection at the individual country level—are also not integrated 

at the European level, since planning for, financing and use of strategic airlift assets 

and capabilities currently occurs at the national level.  A fragmented strategic airlift 

capability is a serious impediment for a European force that should have a solid, 

cohesive military posture capable of swift and effective power projection. 

Three working hypotheses with respect to capability issues emerge from the above 

analysis:

                                                
28 The NATO nations participating in SALIS are Canada, the Czech Republic, Denmark, Finland, 
France, Germany, Hungary, Luxembourg, the Netherlands, Norway, Poland, Portugal, Slovakia, 
Slovenia, and the U.K.; Sweden is the non-NATO nation. 
29 Within the context of the Prague Capabilities Commitment (PCC) which resulted from that summit, 
similar initiatives were launched aiming to fill capability shortfalls through multinational efforts, in areas 
such as air-to-air refueling, precision-guided munitions and others. 
30 The NATO countries participating in NSAC are: Bulgaria, the Czech Republic, Denmark, Estonia, 
Hungary, Italy, Latvia, Lithuania, the Netherlands, Norway, Poland, Romania, the Slovak Republic, 
Slovenia and the United States.  NATO Partner Sweden also participates in NSAC. 
31 The number of C-17 aircraft to be purchased has not been finalized, although the latest estimates put 
it at between three and four. 
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- First, existing European strategic airlift capabilities do not satisfy the full range of 

potential European power projection needs—notably, aircraft capable of flying 

long distances and/or transporting outsize cargo—while currently planned 

remedies are insufficient. 

- Second, Europeans need to own and/or control a core airlift capability that they 

can rely on for the most demanding operations, while using capabilities provided 

by foreign or commercial suppliers to “fill in the gaps.” 

- Third, in addition to acquiring new airlift assets more efficiently, Europeans 

should do more to optimize the use of existing ones.  Better management and 

coordination of available capabilities and of the, currently fragmented, national 

structures for planning, financing and use of such capabilities can create savings 

through more efficient and effective use of limited resources. 

III. European Strategic Airlift: Budgetary Issues 

Finding adequate resources to finance capabilities required to cover shortfalls is 

critical to proving the seriousness of purpose of the EU.  However, most EU nations 

have limited financial resources for investing in the range of required capabilities and 

cannot maintain them at the national level.  As many EU nations are implementing 

force restructuring and military modernization programs, their defense budgets are 

under considerable strain, making it unlikely that the substantial funds required for 

new strategic airlift capabilities will become available.  In addition, European defense 

budgets are projected to remain flat, at best, in real terms (Garden, 2003).  There are 

limited prospects and very little public support for budget increases, even after 9/11, 

and this is likely to remain the case unless the threat environment deteriorates 

massively.  Defense inflation aggravates this problem: as in most European 

countries the cost of defense capabilities rises faster than annual inflation, 

capabilities decline even if defense budgets are kept level in real terms (Alexander 

and Garden, 2001). 

Furthermore, there are substantial and widely recognized inefficiencies in the way 

European countries—both individually and collectively—spend their defense 
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budgets.  According to an oft-quoted statement by former U.S. Defense Secretary 

William Cohen, European NATO members spend 60 percent of what the United 

States spends on defense and get only 10 percent in return.32  In terms of airlift 

capacity, they get less than 20 percent of the U.S. capacity—by volume or tonnage 

(Heisbourg, 1999).  There are two main reasons behind this low return on 

investment: European defense spending is fragmented, thereby forgoing potential 

scale economies; and it is focused on different priorities.33

All this leads to two working hypotheses with respect to budgetary issues: 

- First, the new capabilities required for the EU to become a credible military player 

are unaffordable for most EU nations in the current budgetary environment. 

- Second, EU nations can do more with their existing resources in order to make 

these new capabilities more affordable.  Spending their defense budgets more 

efficiently could generate a considerable increase in capability for a given input. 

IV. European Strategic Airlift: Political and Related Issues 

In addition to the financial constraints impeding efforts to improve European strategic 

airlift capabilities, political and other difficulties may act as barriers to implementing 

effective solutions, particularly ones that involve joint action.  Improving European 

strategic airlift capabilities requires high-level political decisions, both at the national 

and international level.  Particularly in multinational arrangements,34 these decisions 

                                                
32 William Cohen, New York Times, September 22, 1999; quoted in Dye (2003, p. 12). 
33 EU members’ defense spending is skewed towards personnel.  Considering today’s potential 
missions, EU nations have too many soldiers: the EU-15 nations fielded 1.9 million soldiers in 1999 
versus 1.4 million in the United States.  Also, in 1999, personnel expenses consumed about 61 percent 
of defense budgets in the EU-15, compared to 39 percent in the United States.  According to Heisbourg 
(1999) “An extreme case is provided by Germany, Greece and Italy, which together field 800,000 
military personnel (close to 60 percent of the U.S. total) whereas they spend 12 percent ($8 billion) of 
what the United States does on procurement.”  Procurement expenditure among European NATO 
members dropped by 6.9 percent between 1996 and 2000, compared with a 4.7 percent increase in the 
United States over the same period (Morrocco, 2001).  European spending on R&D fell by 2 percent a 
year over the same period to reach only a quarter of that spent by the United States (IISS, 2001). 
34 Multinational approaches are defined in Lutz (2002, p.4), as “methods of cooperation among one or 
more nations designed to increase effectiveness of allied or coalition forces through more efficient use 
of available defense resources.” 
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have to emerge from negotiations among the participating nations.  Parties in these 

negotiations have a wide variety of interests, positions, incentives and strategies and 

negotiations become increasingly complicated, as the number of parties increases.  

Several barriers to improving European strategic airlift capabilities arise from the 

complex structure of these negotiations.35

One such barrier is the lack of consensus among EU nations on Europe’s strategic 

role as a military actor.  This includes the type of military missions that a EU force 

should assume, the geographic range of these missions, and whether there is even a 

threat to vital European interests which justifies investment in strategic airlift.  The 

disparity of views on the fundamental nature and missions of the ERRF, which, in 

turn, influences the size and composition of such a European force, makes it difficult 

to agree on common planning assumptions for the strategic airlift capabilities 

required to support it. 

A second barrier is linked to the implications of the rationalization implicit in most 

cases where several nations pool or share resources.  Rationalization is a sensitive 

political issue: it requires sacrifices—such as cutting jobs or reducing the national 

defense industrial base—that make it hard to sell to domestic publics.  As a result, 

organizational and institutional resistance as well as domestic politics may hinder 

multinational solutions. 

Third, governments may be reluctant to enter into multinational structures because 

they perceive that doing so compromises their national sovereignty.  Once nations 

decide to participate in such arrangements, they may find it hard to withdraw their 

participation and contributions; they have to relinquish decisionmaking authority, at 

least in some areas, to a central coordinating entity; and, in role specialization, they 

become dependent on other nations for the provision of certain capabilities.  Given 

that the benefits of participation in pooling structures are not immediately visible and 

unequally distributed among pooling partners (with smaller nations benefiting more 

than larger ones), and that participation in multinational arrangements is voluntary, it 

is likely that the levels of commitment among partners will also vary. 

                                                
35 The consensus decision-making process inherent in many multinational structures implies transaction 
costs that reflect, in part, the difficulty of reaching agreement between nations (Hartley, 2003).  
Transaction costs of multinational structures are explored in more detail in the literature review. 
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Not all barriers are linked to the specific structure of the negotiation.  A fourth barrier 

relates to the decision rules covering a pooling agreement, in particular those rules 

and mechanisms that govern nations’ contributions or inputs, as well as their access 

to the common pool of assets or capabilities (burden sharing rules).  For example, 

nations will require guarantees that they will be able to use, at any time, the pool to 

which they are contributing; or that they will be able to withdraw their contributions to 

use for national purposes or because they disagree with the mission for which the 

assets will be used.  Disagreements over the fairness of burden sharing rules can act 

as barriers to the implementation of such an arrangement.  Moreover, debates 

around the financing of pooling structures and the sharing of costs among 

participants—for example, whether there is a common funding system or not—can 

complicate agreement on such structures. 

There are three working hypotheses with respect to political and related barriers: 

- First, there is no consensus within the EU on the necessity of improving strategic 

airlift capabilities (which also implies increased spending for such capabilities). 

- Second, the will to pay the political price of improving strategic airlift capabilities 

by more efficient management of existing airlift resources is lacking. 

- Third, even if consensus on the need and the political will to improve capabilities 

existed, there is currently no model on how pooling of, and access to, capabilities 

would be managed. 

V. Review of Previous Research on European Strategic Airlift 

The subject of European defense capabilities has attracted a significant amount of 

research, particularly since the revival of efforts to reinforce Europe’s security and 

defense identity with CFSP/ESDP and the Headline Goal.  This section examines the 

state of the research on the topic and related areas, specifically on the status of 

European defense capabilities, particularly strategic airlift; and on the options 

available for improving these capabilities, with a particular focus on multinational 

pooling options.  The analysis asks a number of questions that are central to this 
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dissertation and examines to what extent answers to these questions can be found in 

existing literature. 

This section also explores a few other—broader—areas of research, which could 

offer valuable insights on how to address certain aspects of the European strategic 

airlift capability shortfall.  For instance, evaluating decision-making with respect to 

multinational arrangements could benefit from insights gained from the theories on 

standardization and international armaments collaboration. 

1. Research literature on the topic and related areas 

a. What is the status of European strategic airlift capabilities? 

Assessing whether there is a shortfall between existing and required European 

capabilities is among the first tasks of this dissertation.  This question has been 

widely discussed in the literature, with a broad consensus emerging that European 

capabilities are insufficient and inadequate for Europe’s strategic needs and 

ambitions. 

The capability shortfall is reflected in the numbers, types and condition of existing 

aircraft.  The European Airlift Study (EALS)36 explored ways to deal with the shortage 

of airlift and air-to-air refueling (AAR) capabilities and noted that “even though there 

is no absolute measure of the total airlift requirement, it is evident that there is a 

significant shortfall in both current and foreseen future airlift capability” (European Air 

Group, 2000, p, 30).  While European nations possess a substantial airlift fleet, at 

least in numerical terms (European NATO nations possess 178 C-130 and 149 C-

160 aircraft, as well as 16 long-range civil-type aircraft such as Airbus A310, A319 

                                                
36 This study was commissioned by the European Air Group (EAG).  The EAG is a structure through 
which seven participating nations seek ways to integrate their air forces and improve their 
interoperability so that they can “carry out operations in pursuit of shared interests” and operate as a 
single unit overseas (Chuter, 2003a).  The EAG also aims at developing innovative solutions for 
optimizing nations’ capabilities over a wide range of air power issues such as logistics, air operations, 
communications and the protection of air bases.  The EAG was founded in 1995 by the British and 
French Air Forces as the French-British Air Group.  The organization was joined by Italy in 1998, 
Belgium, Germany, Spain in 1999 and the Netherlands in 2001. 
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and A340),37 the majority of that aircraft are over 30 years old, expensive to maintain, 

and face competing demands for a wide range of roles (Dye, 2003).  The long-range 

aircraft are mainly converted civilian designs, which limits their flexibility, since they 

require extensive infrastructure and cargo handling equipment in order to use them 

(European Air Group, 2000).  According to the EALS, the C-130 aircraft available to 

European air forces would be overstretched to provide the airlift required each day 

by the most demanding military scenarios included in the Petersberg Tasks38—“even 

assuming that there were no competing operational demands on this capacity; that 

serviceability and availability were consistently high; that an adequate number of 

crews existed; and that some form of tasking coordination was available” (Dye, 2003, 

p. 19). 

Furthermore, despite possessing a significant cargo and passenger transport 

capability, none of the EU nations, except for the U.K., possess strategic airlift 

capabilities.  A study by the Assembly of the WEU found that EU nations only have a 

significant capacity in medium-size transport aircraft39—133 C-160/Transall and

about 165 C-130/Hercules40—while their principal shortfall is in outsize capability.  

The only such capability belongs to the U.K.—the leased C-17s—but even that falls 

short of the capability that would be required for deploying forces under the most 

demanding scenario envisioned by the Headline Goal (Assembly of the WEU, 

2001c).41

A study by the NATO Parliamentary Assembly warns that unless EU Member States 

address their capability shortfalls, they will not be able to take on high-end 

Petersberg Tasks in the foreseeable future.  Making up for the shortfalls will not be 

                                                
37 Estimates from the International Institute for Strategic Studies (IISS), Military Balance 2006. 
38 Separation of parties by force (SOPF) is the most demanding of the four Petersberg mission profiles.  
The strategic airlift requirements of SOPF include heavy lift (C-17/A400M-equivalent aircraft), general 
cargo lift (C-130-equivalent) and passenger aircraft (A300/330-equivalent) (Dye, 2003). 
39 The study classifies the strategic airlift capability available to European nations into three categories 
based on range and cargo capacity: 
- Medium-size/general cargo: the C-160 (can carry 16 tons over a range of 1800km); the C-130 

(carries 17 tons with a range of 3,200-5,000km); 
- Outsize medium: e.g. the A400M (35 tons/3700km); the C-17 (80 tons/5,000km); and 
- Outsize upper: the C-5 (120 tons/5200km); the An-124 (135 tons/5,000km). 
40 Estimates taken from the IISS Military Balance 2006 (IISS, 2006).  However, a large part of that 
medium-size fleet is obsolete. 
41 The paper does not mention the source of that estimate. 
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easy.  Most of these—including airlift—are “extremely expensive projects that require 

long-term funding and development programs, and simply cannot be completed in 

the short term” (NATO Parliamentary Assembly, 2003a, p.7). 

Planned joint acquisitions of future airlift capabilities cover some, but not all, 

deficiencies.  The A400M has been characterized as “essentially a tactical aircraft 

[with]…strategic capabilities in terms of range, payload and volume, as well as 

aircraft performance.”  Although it will make a major contribution to reducing 

“Europe’s lack of general cargo capacity and go some way to meeting the ERRF’s 

need for heavy/outsize lift” (Dye, 2003, p. 20) by replacing the ageing C-130 and C-

160 fleets, it will not satisfy the full spectrum of European airlift needs (European Air 

Group, 2000).  The A400M is limited in terms of volume (ability to transport outsize 

cargo)42 as well as capacity (35 tons) and range.  Therefore, the WEU Assembly 

report (2001c) concludes, a certain shortfall in heavy/outsize and long-range lift will 

remain even after the introduction of the A400M, and the chartering of foreign aircraft 

will continue to be necessary. 

The reports discussed in this section provide a lot of background information, setting 

the stage for studying the European strategic airlift requirement and shortfall, and 

enhance the policy debate.  Most of these reports do not attempt to quantify that 

shortfall.

b. What policy options are available for improving strategic airlift 
capabilities?  Are multinational/pooling solutions more cost-effective 
than other available options? 

Existing literature highlights several policy options, both national and multinational, 

for covering the shortfall in European strategic airlift capabilities, in the interim as well 

as the long term. 

                                                
42 For example, the A400M will not be able to transport the heaviest MBTs, or the larger support 
helicopters without some disassembly (Dye, 2003).  However, many question the necessity of moving 
MBTs by air given the emerging security environment and the types of missions EU forces are likely to 
undertake. 
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As presented previously, various leasing and chartering options are used currently 

by European nations to cover their airlift needs.  Given that these, mostly ad-hoc, 

arrangements are very expensive, there has been a lot of discussion about the 

merits of joint/pooling solutions, particularly about whether they are more cost-

effective than national solutions, that is whether they offer the required capability at a 

lower cost. 

Multinational/pooling options

The literature differentiates between pooling of procurement and pooling of 

management of defense capabilities.  Lutz (2002) looks at various types of 

multinational defense structures.  Two of these—(a) common and joint procurement, 

where countries coordinate their purchase of certain capabilities; and (b) pooling of 

forces or capabilities, where they coordinate the provision and management of 

capabilities—are relevant to this discussion. 

In common procurement, ownership of an asset or capability remains national, while 

in joint procurement, ownership is joint.  The Nordic Standard Helicopter Project—a 

joint order by four countries (Norway, Sweden, Finland and Denmark)—is an 

example of common procurement.  The A400M program is another such example.  A 

study undertaken for the European Commission,43 argues that, in the long term, 

centralized procurement at the European level through a EU Agency could be more 

cost-efficient than national options.  The study analyzes four scenarios for a single 

European market for defense equipment, each with a possible role for a future 

armaments agency (Sandler and Hartley, 1999b).44  The scenario with the highest 

projected cost savings is the one where a EU centralized procurement agency buys 

standardized equipment.45

                                                
43 Hartley, Keith and Andrew Cox, "The Cost of Non-Europe in Defense Procurement,” unpublished 
manuscript, Brussels: European Commission, 1995; cited in Sandler and Hartley (1999b, p. 157). 
44 The four scenarios are ranked according to the cost savings they offer, which were estimated using 
two methods.  A case study approach based on the estimated cost savings from reduced duplication in 
R&D and from longer production runs for specific weapons is used to estimate the range of savings 
from equipment standardization.  An assessment of the savings from competition and larger production 
runs is used to estimate scale economies.  The scale effect is estimated at a 12 percent unit cost 
reduction for each doubling of output. 
45 The estimates of savings involve many uncertainties and difficulties of calculation; the authors 
recommend that these estimates be regarded as orders of magnitude and as lower bound estimates. 
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The idea of operational pooling is mentioned in the WEU Audit of Capabilities: 

“downstream of military equipment production thought must be given at an early 

stage to pooling European efforts” in several areas, including strategic airlift46 (WEU 

Council of Ministers, 1999; cited in Assembly of WEU, 2001b, p. 24).  In force and 

capability pooling, “nations declare nationally or jointly owned capabilities or national 

force units as available for use as part of a pool of capabilities and forces with other 

nations” (Lutz, 2002, pp. 17-18).  Many European nations have experience with 

multinational force structures.  Such structures can involve forces integrated at the 

unit level, including some categories of equipment; regionally based multinational 

forces; and ad-hoc multinational forces created for a specific mission (Assembly of 

WEU, 2002).  An example of force pooling is Luxembourg’s participation in the 

Belgian contingent in the Balkans.  An example of capability pooling is the decision 

by Luxembourg to pool its one A400M transport aircraft with Belgium’s seven of the 

same aircraft, when these enter into service. 

A characteristic example of a combination of acquisition pooling and pooled 

management is the NATO AWACS (Airborne Warning and Control System) fleet of 

Boeing E-3 aircraft, which was jointly purchased and is jointly owned, maintained, 

and operated by 18 countries with a standing command structure and multinational 

personnel (Shake, 2002; Lutz, 2002). 

Garden (2003) cites the common development of new common capabilities and the 

development of pooled support and logistic services as two approaches for reducing 

duplication among European armed forces and making available additional 

resources for increased force effectiveness.  He refers to the common logistics 

battalion supporting the Nordic countries’ contribution to IFOR/SFOR as an example 

of the latter approach. 

General advantages and drawbacks of multinational arrangements

There are political, military and economic imperatives behind the creation of 

multinational structures.  First, multinational forces send a strong political message of 

the shared values and objectives connecting the participating countries and their 

determination to act together militarily, and, by extension, politically (Assembly of 

                                                
46 Other areas include in-flight refueling, tactical air transport, reconnaissance and Combat Search and 
Rescue (CSAR), and satellite reconnaissance. 
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WEU, 2002).  Also, multinational operations have higher legitimacy than unilateral 

ones and allow participating nations to share the political risks of military action (Lutz, 

2002).

Second, multinational structures increase the range of military assets and 

capabilities accessible to any individual nation (Lutz, 2002; Assembly of WEU, 2002).  

Countries with limited financial means are able to pool their military assets at 

European level in a larger force that none of the contributing countries could muster 

alone.  Also, multinational forces may have increased responsiveness and 

availability in times of crisis, since the effort to have the units that constitute rapid 

reaction forces available at very short notice is shared between several countries 

(Assembly of WEU, 2002).  Additional advantages of operational pooling (for 

example, joint tasking) include more efficient use of the aircraft through consolidated 

loads among nations, better matching of assets with cargoes and destinations; and 

potentially more effective allocation of assets to support EU deployment priorities 

(North Atlantic Council, 2001). 

Third, the economic rationale behind multinational structures includes scale 

economies and other gains from a more efficient provision of military capability.47

Overall, pooling and other multinational arrangements are a means of rationalizing 

national defense efforts and making them more efficient, by reducing duplication 

through complementarities and task-sharing (Assembly of WEU, 2002).  Pooling in 

the form of co-development/co-production brings cost reductions from the sharing of 

costly research and development (R&D) among partner nations—also reducing 

duplication—as well as from combining national orders to achieve scale and learning 

economies from larger production runs.  Acquisition pooling involves savings from 

reduced procurement cost due to larger orders and enhanced bargaining power. 

Operational pooling of capabilities allows nations to lower their overhead costs 

(Garden, 2003) and to manage their capabilities more efficiently.  Garden and Grant 

(2002) argue that countries duplicate each other’s spending on training, logistics 

support, research, military bases, headquarters, and other facilities.  “…[With] pooled 

capabilities, they [the nations] could reverse this trend.  The number of people 

                                                
47 Although initial costs (such as training and infrastructure) may prove substantial, making multinational 
operations relatively more expensive than comparable national ones, repeated multinational 
cooperation allows for the aforementioned economic benefits to be achieved. 
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needed would decrease, support manpower costs would decrease, and further 

savings would be made by outsourcing with larger contracts to let.”  (Alexander and 

Garden, 2001).  Countries that purchase the same equipment can realize cost 

savings and efficiency gains from combining their maintenance and training 

operations (Lutz, 2002).   In principle, the more integrated the pooling arrangement, 

the more significant the savings.  Eventually, successful pooling arrangements could 

drive down the number of transport aircraft needed in Europe.  “One universal benefit 

of shared operations is that you need fewer assets to accomplish the mission…With 

the formation of the European Airlift Centre (EAC)48 and the increased efficiencies 

that come from it, either the overall number of A400Ms required should drop, or 

existing aircraft…are going to be retired” (Chuter, 2003). 

Finally, new capabilities may only be affordable on a shared basis.  This is 

particularly critical for smaller nations, which may be forced down the path of 

integration as they progressively cannot afford many capabilities (Garden, 2003).  

For example, had it not pooled its A400M with Belgium’s, Luxembourg would not 

have afforded the maintenance and training structures to support its single aircraft 

and would most likely not have purchased a transport aircraft of its own (Lutz, 2002). 

Alexander and Garden (2001) argue that, in the longer run, pooling should create 

action towards greater interoperability and common doctrine and equipment.  Pooled 

forces would find it natural to choose common successor equipment, which would, in 

turn, create scale economies in procurement and continue the virtuous cycle of 

savings. 

Airlift capabilities lend themselves to pooling more readily than other capabilities and 

offer significant payoffs.  In general, the pooling of aircraft allows for quick 

improvements in military capability, since air procedures are already harmonized 

between nations and English is the universal language of the air, which makes it 

easier to mount combined air operations.  The high purchase and maintenance costs 

for transport aircraft as well as the high costs of infrastructure to support airlift 

operations mean that modest rationalization through pooling can offer important 

savings and other benefits from achieving greater military capability at lower cost 

(Alexander and Garden, 2001). 
                                                
48 The EAC is an organization for coordinating the airlift capacities of participating nations, described in 
more detail in Chapter Four. 
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Multinational pooling arrangements also have drawbacks.  Difficulties in integrating 

multinational forces may limit operational efficiency gains.  Participating nations 

typically want to keep their deployed forces under national command, rather than 

submit them to a central supranational authority.  As a result, national units are 

usually assigned to a multinational force based on how a nation assesses the 

relevance or appropriateness of a certain engagement to its national interests.  “In 

practice, only headquarters are truly multinational, while the units remain national” 

(Assembly of WEU, 2002, pp. 9-10).  The use of pooled assets is often dependent on 

consensus among participating countries, which may create difficulties when prompt 

or immediate action is needed.  In addition, the chain of command in multinational 

forces is more complex than in national ones and there is also the requirement for 

consensual agreement on the rules of engagement for the forces among all those 

involved. 

According to Garden (2004), pooling operations pose political and financial 

difficulties as well.  National needs and priorities are not always compatible with 

multinational ones, which may create tensions among nations and complications in 

the use of multinational assets.  Therefore, the political difficulty lies in determining 

how a nation can opt out of a pooling arrangement and conduct national operations.  

The financial problem deals with devising rules and procedures that make such 

arrangements fair.  Burden sharing issues often arise in pooling arrangements (for 

example, questions relating to whether everyone is paying their fair share of the 

costs of the arrangement), which may be complicated to resolve.  Also, the cost and 

complexity of setting up, managing and coordinating the centralized organization that 

manages the pool often is non-negligible.  Such organizations tend to be complicated 

and time-consuming to establish, requiring extensive coordination and effort 

(Garden, 2004).  They need their own budgets, which usually creates considerable 

political difficulties.  The complexity and inefficiency of consensus decision-making, 

different languages, force capabilities, equipment, training, organization and logistics 

of national force units all reduce the efficiency and effectiveness of multinational 

undertakings, as do the different levels of commitment to a multinational structure 

due to nations’ different national interests (Lutz 2002; Assembly of WEU, 2002).49

                                                
49 It is assumed that participation in multinational structures occurs on a voluntary, ad-hoc basis. 
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Generally, the larger the number of participants in a multinational arrangement, the 

more complicated it is to set up and manage that arrangement (Garden, 2004). 

Examples of pooling

Unfortunately, the literature offers few concrete guidelines for designing and 

implementing effective pooling structures. 

A study published by the Centre for Defense Studies at King’s College London 

(2001) explores policy options for enhancing European military capabilities that will 

enable effective crisis management and achieve the Helsinki Headline Goal.  The 

study suggests that existing and future capabilities can be enhanced through 

sharing, pooling, or integration.  Air transport (both strategic and tactical) is singled 

out as one of the first areas where such integration could be implemented and 

improve capabilities in the most cost-effective way.  Possible routes to achieve that 

include:

- Building on existing sharing proposals to pool airlift resources and capabilities, 

such as one led by Germany (this refers to the SALIS initiative, which had not yet 

been finalized at the time of the report), and expanding them to progressively 

include other nations. 

- Pooling a force of common transport types, such as operating the C-130, 

possessed by many EU nations, as a pool. 

- Preparing the ground—setting up the infrastructure—for pooling a future 

capability, such as operating the A400M on a common or pooled basis.  

Garden (2001b; 2003; Alexander and Garden, 2001) also proposes pooling the C-

130s and related support infrastructure—assets that are already in place and 

common among EU nations.  EU nations operating the C-130 should have a “truly 

pooled fleet management” in the model of the NATO AWACS fleet: they should pool 

their forces, rationalize their bases and national headquarters, and have a common 

maintenance and training organization (Garden, 2001a; 2004).  In order to maximize 

the savings, the fleet should operate from one main base, but should have dispersed 

flights to serve national needs.  Aircrews would be multinational and not tied to 

aircraft or nations.  There would be a central headquarters, as well as a single 

planning, servicing and logistics organization to support the force.  As a result, 

contributing countries would save money by closing bases, training units and 
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headquarters (Garden and Grant, 2002; Alexander and Garden, 2001).  Such an 

arrangement would not only allow these nations to save in operating costs,50 but 

would also increase aircraft availability “on a day to day basis, given the ability to 

plan routine servicing across a larger fleet” (Alexander and Garden, 2001). 

The same suggestion is made in the European Airlift Study, which notes that 

“coordination of airlift requirements and the means to meet them between the EAG 

nations is of paramount importance to optimize the use of scarce airlift assets, 

exploiting all possible synergies” (European Air Group, 2000, p. 30).   The study 

recommends that, pending the acquisition of additional airlift capacity through the 

A400M, European nations should focus on coordinating their existing airlift assets as 

well as their planning and tasking agencies, as a fundamental condition for achieving 

effective strategic lift (Dye, 2003). 

Looking into the future, some sources suggest that European nations could pool the 

A400M in a similar fashion.  Even though, “technically the aircraft will be procured by 

individual countries and remain in national air forces, in practice, they could be 

managed jointly as part of a single European airlift force, an approach that would 

offer significant savings…” (Fitchett, 2000).  The arrival of the A400M could facilitate 

plans to build a common European Air Transport Command (EATC).   By creating a 

pool of common airlift assets under the authority of such a Command, Europeans 

may be able to gain more capability for their limited defense budgets; they can 

benefit from the flexibility of a large, interoperable fleet, while saving on operating 

costs (Fitchett, 2000). 

                                                
50 Operating costs for transport aircraft amount to roughly ten percent of the purchase price every year 
over the life of the aircraft—in other words, three times the initial cost if the aircraft is assumed to be in 
service for 30 years.  The level of savings depends on the degree to which each nation is willing to rely 
on the common infrastructure to replace national structures. 
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2. Summary of what is known and not known about European strategic 
airlift capabilities 

A consensus emerges from existing literature that, although European nations do 

need to improve their strategic airlift capabilities, acquiring new capabilities is largely 

unaffordable in the current budgetary environment, at least at the national level.51

Another common assertion in the literature is that pooling of assets and capabilities 

is more cost-effective than national approaches—although there is hardly any effort 

to provide concrete evidence of that.  Previous research recognizes that those cost-

effective multinational solutions are hard to implement in practice, where they tend to 

run into several political, institutional and other barriers.  Still, European nations have 

to find ways to jointly procure and/or manage their airlift assets and capabilities if 

they want Europe/the EU to be a credible military actor at the international level.

Existing research on European strategic airlift is lacking in some aspects.  First, while 

there are many general discussions of the merits of different policy options (including 

pooling) for improving European strategic airlift capabilities, there is no 

comprehensive, systematic analysis of the key factors and tradeoffs that influence 

decision-making among such options.  Specifically, although the literature argues in 

favor of pooling, there is no concrete, systematic assessment of why and to what 

extent/magnitude these approaches are more cost-effective than national ones; what 

are the sources of cost savings and penalties in pooling approaches; and how one 

evaluates them.  Moreover, there is little analytical discussion of the political, 

institutional and other barriers to implementing pooling initiatives and how these 

barriers can be overcome. 

This dissertation will address some of the gaps in the literature. 

                                                
51 For example, financing the A400M program has been a major challenge even for large European 
players, such as Germany and Italy. 
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CHAPTER THREE 

FACTORS AFFECTING STRATEGIC AIRLIFT DECISION-MAKING: 
METHODOLOGY 

This chapter summarizes the hypotheses, assumptions, and main analytic steps of the 

methodology, and the data sources used in analyzing the factors that influence a 

country’s decisions on how to provide strategic airlift capabilities for itself at the national 

or at the collective level.  The chapter starts with a survey of existing research on 

methodologies for analyzing the major factors affecting decisions on strategic airlift 

capabilities, as well as on evaluating policy options for improving such capabilities; then, 

it describes the methodology used herein. 

I.  Review of Previous Methodologies 

1. Overview and assessment of the research literature on methodologies for 
analyzing factors that influence decisions on strategic airlift capabilities 

a. Calculation of European strategic airlift requirements 

The Helsinki Headline Goal process determined indicative European military capability 

requirements (including strategic airlift requirements) by identifying the forces that would 

be needed (and thus would have to be moved to a theater of operations) under various 

hypothetical military contingencies where a European rapid reaction force would be 

involved.  However, these capability requirements were based on assumptions and 

scenarios derived from the (now outdated) Petersberg Tasks. 

The European Security Strategy and the Headline Goal 2010 updated these 

assumptions.  The ESS partly redefined the EU’s political and military objectives, while 

the HG2010 conducted a new exercise of requirements determination.  One of the 
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milestones included in the HG2010 is “the implementation by 2005 of EU strategic lift 

joint coordination, with a view to achieving, by 2010, necessary capacity and full 

efficiency in strategic lift (air, land and sea) in support of anticipated operations” 

(HG2010, 2004, p.3).  This milestone had to be translated into specific force and support 

asset requirements.  In order to determine a European mobility requirement (which 

includes airlift), operational requirements had to be determined first: the numbers and 

types of forces that will need to be moved in various future contingencies; the potential 

theaters where those forces will need to be moved; the concept of operations; and 

others.  This process was undertaken in the Requirements Catalogue 2005 (RC2005).1

The requirement for strategic airlift that resulted from the HG2010 process and was 

included in the RC2005 is higher than the one determined under the HHG process by 

roughly 13 percent and comes up to about 300 A400M equivalents.2  If one takes into 

account the 180 A400M scheduled to enter into service with many European nations 

starting in 2009-2010, the true requirement (or shortfall) is reduced to 120 aircraft.  This 

figure has been considered very high and challenged by many EU nations; in fact, it has 

been the subject of extensive debate.  Therefore, currently, there is no “official” strategic 

airlift requirement for a European rapid reaction force. 

Besides national requirements studies and EU Requirements Catalogues, which are 

generally not publicly available,3 existing research literature contains little objective 

analysis of the true strategic airlift requirements of a EU force.  Very few studies focus 

on European defense requirements, and even fewer on European strategic airlift 

requirements and these are largely qualitative. 

Berman et al. (1993) identify the force projection capabilities required for the deployment 

and sustainment of an independent European military force and assess the cost of 

generating such capabilities.  Their study provides an overview of the key factors and 

uncertainties affecting deployment considerations and force projection requirements.  

These factors include the size and composition of the deploying force; the speed of 

response required; the duration of combat; the reception facilities; and the distance of 

the theater of operations from the deployment base.  A key objective of their research is 

to determine a force projection package that is robust in a variety of situations, given the 
                                                
1 Author’s interview with EU Military Staff (EUMS) official, June 2004. 
2 Author’s interviews with EDA officials, October 2006.
3 The HHC is confidential; information on its contents is presented in Assembly of WEU (2001c). 
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uncertainty with respect to the circumstances in which a European military force will be 

used in the future.  Berman et al. determine a range of complementary airlift assets that 

Europeans would need, in addition to the ones they already possess.  They conclude 

that, on top of the 153 C-130 and 25 civilian Boeing 747 or equivalent aircraft that an 

independent European force has at its disposal (according to European holdings at the 

time of the study), Europeans need to procure 32, 64 or 116 C-17-equivalent aircraft4,

corresponding to three levels of military contingencies: least demanding, medium and 

most demanding.  The authors use the NATO Rapid Reaction Corps5 as a benchmark 

for defining the deployment needs of a European military force. Although their numbers 

are dated, they give a rough idea of the magnitude of requirements under consideration.

A EU policy paper on the HHG presented at a EU Defense Ministers’ meeting in 

February 2000 (“Elaboration of the Headline Goal…,” 2000), describes the systematic 

approach used in the Helsinki Headline Catalog (HHC) to translate the HHG into detailed 

force and capability requirements necessary to deliver that goal.  Airlift requirements are 

determined for several scenarios and distinguished by type of aircraft6 and by level of 

readiness (the number of days required for deployment).7  The airlift requirement for 

Separation of Parties by Force (the most demanding scenario) is 20 outsize medium 

                                                
4 This is a generic term used to designate outsize-capable aircraft of a particular capacity—equivalent to that 
of the Boeing C-17. 
5 This is a corps with two Light Infantry Divisions, one Air Assault Division, one Light Armored Division, and 
one Heavy Armored Division.  These units comprise 50,000 combat soldiers, with en equivalent amount for 
combat support and combat service support.  The force is rounded out by fighter squadrons and 20 Patriot 
Fire Units for air defense (Berman et al., 1993). 
6 Aircraft types include: passenger aircraft (Airbus 300/330 or equivalent), conventional cargo (mainly 
tactical aircraft such as C-130 and C-160), outsize upper (C-5) and outsize medium (C-17) transport aircraft.  
The pool of 400 combat aircraft committed by EU nations to the HHG would need around 14,000 personnel 
in-theater. 
7 The HHC is a table which consists of four columns—the planning scenarios—and about 500 rows, 
corresponding to the needs identified in terms of ground, air and sea forces and in terms of key strategic 
capacities such as strategic reconnaissance, airlift and others (Assembly of the WEU, 2001c).  The HHC 
determines these needs by: outlining the overall strategic context and articulating key planning assumptions; 
selecting planning scenarios for the employment of forces (the Petersberg mission profiles, namely 
separation of parties by force, conflict prevention, humanitarian aid and evacuation of nationals); identifying 
the force capabilities required per scenario; developing illustrative force packages containing the required 
capabilities; and using these force packages to define the full range of requirements. 
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carriers (C-17-equivalent aircraft); 120 type C130/C160 aircraft; and ten passenger 

aircraft, available for five weeks.8

This EU policy paper offers background on the assumptions that underlie the HHG, and 

provides useful guidelines for analyzing what this goal means in terms of force and 

capability requirements.  Both this paper and the HHC acknowledge the new threats 

facing Europe as well as other changed parameters, such as the need for immediate 

readiness of airlift capacity to rapidly deploy at short notice in areas with limited 

infrastructure.9  However, planning is still focused on being able to perform Petersberg 

Tasks in Europe’s immediate vicinity—the most demanding mission being “a complex 

peace enforcement task in a joint environment in or around Europe” (“Elaboration…,” 

2000).

An earlier assessment of European airlift requirements was the European Staff 

Requirement (ESR), which led to the A400M program. The ESR was a request for 

proposal issued in 1997 by seven European NATO allies expressing their harmonized 

military requirements for a common strategic transport aircraft.  The requirement was for 

approximately 300 aircraft to cover the needs of participating nations.10

Two studies—by Wolf and Zycher (2001) and by the Centre for Defense Studies, King’s 

College London (2002)—estimate the airlift requirement for the HHG at roughly 225 C-5 

or equivalent aircraft.11

Another potential benchmark for a European airlift requirement can be derived from the 

planning assumptions for transporting the NATO Response Force (NRF).  The NRF is a 

multinational joint force, consisting of air, maritime and ground forces.  The decision for 

its creation originates from the Prague Capabilities Commitment.  Similarly to a potential 

EU force, the NRF is not a permanent, standing force, but a combined, joint force 

package kept on stand-by, drawn from the entire NATO force structure, as well as from 

other forces offered by NATO nations.  The size of the total force depends on the 
                                                
8 Requirements are based on assumptions regarding the daily unloading capacity of aircraft; the availability 
and characteristics (infrastructure) of the bases and ports of embarkation in the theater of operations; the 
time needed to arrive to the theater; and the total amount of cargo and troops to be transported. 
9 “The very short notice for the intervention of the forward air units, of the order of five days, means that a 
large fleet of military transport aircraft must be available in two to three days” (Assembly of WEU, 2001c, p. 
6).
10 This requirement did not refer specifically to the needs of a common European rapid reaction force.
11 Both estimates derive from the same source: Homan, K., B. Kreemers and F. Ossinga, “De Militaire Staat 
van de Europese Unie,” Clingendael Occasional Paper, The Hague, May 2001, p. 104. 
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mission that is to be carried out each time, although rough guidelines exist.  For 

example, the NRF consists of a brigade-sized land force, including both heavy and light 

ground forces (Mariano and Wilson, 2003).  Including naval and air force elements, the 

troop strength of the NRF is expected to be around 21,000 (Hebert, 2003), although 

high-ranking NATO officials12 have argued that the actual force will be much larger than 

that widely reported figure. 13  The NRF should be able to operate as a stand-alone force 

for 30 days, using embedded logistic capabilities, or longer if re-supplied, and should be 

held on alert status for five to 30 days. 

The purpose of the NRF is to provide NATO with a robust high-readiness crisis response 

capability.  To fulfill that goal, the NRF is a light, mobile expeditionary force, able to 

perform the full spectrum of NATO missions, including high-intensity combat tasks,14 and 

to be projected quickly beyond NATO’s borders (Hebert, 2003).  Given the basic 

assumption of this dissertation that a European military capability should be able to 

perform demanding combat tasks, the NRF could be a good proxy for such a force.  

Although the estimated total size of the NRF is smaller than that of the ERRF (60,000), 

the NRF’s characteristics—its missions, structure and equipment—are indicative of the 

type of force that Europeans will need to move to intervene militarily in demanding 

conflict situations taking place in distant theaters.  Deployability is a key NRF principle 

and strategic lift—particularly airlift—is essential if the NRF is to deploy rapidly anywhere 

around the world.  For all these reasons, the measures for prompt deployment of the 

NRF15 could be used as a benchmark for the airlift requirements of an equivalent (in 

size, structure and specifications) European force. 

                                                
12 Gen. Harald Kujat, chairman of NATO’s Military Committee, quoted in Fiorenza (2003). 
13 The NRF is intended to operate in the same manner as the U.S. Air Force’s (USAF) rotating air and space 
expeditionary forces: units will be on call for six months at a time, followed by a six-month unit training 
period, followed by a six-month system and interoperability training period (Hebert, 2003).  Considering that 
each rotation will involve about 20,000 personnel, the complete package could easily require 60,000 people” 
(Mariano and Wilson, 2003). 
14 The NRF’s missions include traditional missions, such as deployment of air, maritime or ground forces as 
a show of force; deployment as an initial entry force to facilitate the arrival of follow-on forces; and 
deployment as a stand-alone force for crisis response to perform missions that include peacekeeping, 
support of counter-terrorism operations, consequence management—including chemical, biological, 
radiological, or nuclear (CBRN) attacks; humanitarian crises, embargo operations (maritime, initial land and 
no-fly zone), and non-combatant evacuation operations (Mariano and Wilson, 2003). 
15 It is expected that the NRF will be deployable within seven to 30 days to international trouble spots and 
remain operational for up to three months if required.  The force should have its initial operational capability 
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Two studies explore the airlift needs of the NRF.  According to an estimate by the U.S. 

Joint Chiefs of Staff, in order for NATO to maintain a credible out-of-area deployment 

capability, the NRF will need an airlift capability consisting of four squadrons or 64 C-17-

equivalent aircraft.  Furthermore, a National Defense University (NDU) study estimates 

an incremental requirement of 20 C-17-equivalents—in addition to existing European 

strategic airlift assets.16

There has not yet been an official estimate from NATO on the NRF airlift requirement.17

The NATO Defense Requirements Review due to be completed by the end of 2006, is 

expected to produce a requirement for strategic transport (among others), based on 

NATO’s level of ambition.  This requirement will take the needs of the NRF into 

account.18

The previous requirement linked to this process was determined in 2001 by the NATO 

Senior Logisticians Conference (North Atlantic Council, 2001).  A Feasibility Study 

Report related to the DCI Deployability and Mobility (DM5) dimension19 determined a 

complementary requirement for outsize airlift that would be needed to deploy the forces 

of European NATO nations in a demanding scenario.20  This requirement was eight to 

ten C-17 equivalents.21  These aircraft would come in addition to a baseline fleet of 

military and commercial assets to which European nations have stated that they have 

assured access, that is they can use them on relatively short notice to deploy immediate 

and rapid reaction forces (North Atlantic Council, 2001).  The NATO study estimated that 

                                                                                                                               

as soon as possible but no later than October 2004 and its full operational capability not later than October 
2006 (Prague Summit Declaration, 2002). 
16 These two NRF airlift requirement estimates are linked to different assumptions regarding the 
composition of the force. 
17 Initially, host nations were responsible for the transportation of their force elements to the theater of 
operations, in the context of the NRF.  This precluded the determination of a NATO strategic airlift 
requirement for the force.  However, that has changed recently, as NRF nations are now responsible for 
delivering their forces to the Port of Embarkation (PoE), after which point, transport becomes a NATO 
responsibility. 
18 Author’s interview with NATO International Staff official, October 2006.
19 DM5 suggested that NATO nations should explore the feasibility of options for acquiring multinationally 
owned and leased sea and airlift assets for rapidly deploying forces (North Atlantic Council, 2001). 
20 This scenario involved the deployment of a European force of 4,200 personnel within 10 days. 
21 The corresponding complementary requirement for passenger aircraft is 3 Airbus A-310 equivalents and is 
assumed to be fulfilled with existing European assets. 



44

this baseline fleet included, at the time, around 191 cargo aircraft (C-17s, C-5s, C-130s 

and C-160s) and 47 civilian passenger aircraft.22

The study assumed that, if European nations were to follow through with their planned 

(at the time of publication of the report) acquisition of 288 A400M transport aircraft, they 

would have “sufficient outsize-capable lift to satisfy the current complementary asset 

requirement” for the particular scenarios examined.  At the time of writing, the A400M 

orders by European nations have been reduced to 180, therefore that assumption may 

no longer be valid.  The NATO study also assumed that European nations would pool 

their airlift assets, thus allowing nations with substantial lift inventories to use their assets 

to transport the forces of countries with significant shortfalls—an assumption that is also 

not valid.   Given the changed assumptions, the NATO report understates the true airlift 

requirement for European nations. 

The complementary requirement determined by the NATO study should be seen as the 

absolute minimum that should be acquired by European nations.  In fact, in order to 

ensure the availability of eight to ten aircraft at all times, a larger total number has to be 

acquired: roughly 12 aircraft23 would provide the operational equivalent of eight to ten C-

17s, given expected aircraft readiness and required usage for EU missions.24

Although dating from 2001, the NATO estimate is the best available one of the minimum 

amount of airlift capacity required by European nations in order to be credible military 

actors in the new security environment.  This requirement could be used as a basis for 

evaluating policy options for acquiring the necessary strategic airlift capability according 

to criteria such as cost, performance implications, political and legal considerations and 

other non-economic factors. 

The table below summarizes available estimates of European strategic airlift 

requirements: 

                                                
22 For each scenario examined in the study, a different availability rate for European strategic airlift assets is 
assumed; availability ranges from 20 to 60 percent.  In the scenario with the highest complementary assets 
requirement, it is assumed that 40 percent of the European baseline fleet is readily available. 
23 Author’s note: the 12 C-17s would offer cargo capacity approximately equivalent to six Antonov An-124 
aircraft—the number of aircraft included in the SALIS agreement (author’s interview with German Ministry of 
Defense Air Staff official, May 2004).
24 Author’s interview with German MoD official, May 2004; also in North Atlantic Council (2001, p. 8-3). 
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Table 3.1: Overview of European Strategic Airlift Requirement Estimates from the Literature 

STUDY REQUIREMENT TYPE STRATEGIC AIRLIFT REQUIREMENT COMMENTS 
        
Requirement estimates for the ERRF

Requirements Catalogue 2005 Complementary 120 A400M equivalents 

Total requirement of 300 is reduced, 
taking into account the 180 A400Ms 
already on order 
This (and other) RC2005 requirements are 
under debate 

Feasibility Study Report – NATO Senior 
Logisticians Conference (2001)     

"Complementary requirement for outsize
airlift that would be needed to deploy 
European forces in a demanding scenario" Complementary 12 C-17 equivalents

Assumes baseline fleet of 191 cargo and 
47 passenger aircraft 

    
(Passenger aircraft requirement: 3 Airbus 
A310-equivalents)

Helsinki Headline Catalogue – Assembly 
of WEU, (2001c)     

Airlift requirement for SOPF scenario Total
20 C-17 equivalents (plus 120 
C130/C160-equivalents) Aircraft should be available for 5 weeks 

    
(Passenger aircraft requirement: 10 
Airbus A300/330-equivalents)

Wolf & Zycher (2001)     

"ERRF strategic airlift requirement" Total 225 C-5 equivalents  
Centre for Defence Studies (2001)     

"Strategic airlift requirement of the HHG" Total 225 "air platforms"
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STUDY REQUIREMENT TYPE STRATEGIC AIRLIFT REQUIREMENT COMMENTS 
        
Requirement estimates that are not for the ERRF, but could be used as proxies

      
U.S. Joint Chiefs of Staff (July 2002)     

NATO Response Force (mostly European) 
airlift requirement  "for NATO to maintain a 
credible out-of-area deployment capability" Total 64 C-17-equivalent aircraft
NDU Briefing on the NRF (January 2003)     

NRF requirement (mostly European) 
Incremental/ 
complementary  20 C-17-equivalents

Berman et al. (1993)     

"The force projection capabilities required for 
the deployment and sustainment of an 
independent European military force" Complementary 116 C-17 equivalents

Requirement for the most demanding 
military contingency; assumes baseline 
fleet of 153 C-130 and 25 civilian Boeing 
747; NATO Rapid Reaction Corps is used 
as a model 
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b. Methodologies used to evaluate policy options for improving airlift 
capabilities

Literature on Europe

In general, there is little analysis of the costs of acquiring the required European 

defense capabilities implicit in the HHG or the HG2010 or of improving existing ones.  

Such costing is problematic, since, until the ESS, there was no “official” vision of the 

EU’s military role, which could then translate into specific force and mobility 

requirements.  Also, as discussed previously, there was no agreement on what would 

be the upper level of potential EU missions.  In fact, even the upper level of the 

Petersberg Tasks was under debate among EU nations (for example, with the 

French being more ambitious than other countries), and even more, the 

consideration of higher-intensity missions.25  Moreover, even if there had been clear

force and capability requirements, there is still no agreement among European 

nations on the timescale that should be adopted for achieving these requirements, 

with potential time frames ranging from five to 25 years.  More important, costs are 

impossible to calculate in detail since, due to the voluntary nature of the Headline 

Goals, volunteered forces and equipment are, by definition, double-hatted with their 

national and NATO roles (Centre for Defense Studies, 2001). 

Berman et al. (1993) consider alternative packages of force projection assets for a 

European military force, which are linked to scenarios of different degrees of 

intensity. They calculate the total lifecycle acquisition and operating cost (investment 

cost) for each force projection package and level of investment.  The authors assume 

that 25 years is the average lifetime of force projection assets and estimate their full 

lifecycle costs, that is “all relevant R&D and procurement expenditures, as well as 25 

years of operations and support” (Berman et al., 1993, p. 51).  They also assume that 

125 percent of the actual operational requirement will be procured, the additional 

aircraft being for attrition, the maintenance pipeline, and crew training.  Procurement 

costs include basic flyaway costs plus a 16 percent allowance for initial spares, 

support equipment, training and data.  Operation and support costs are peacetime 

costs, based on the flying program determined by the, then current, USAF transport 

aircraft maintenance policy.  The authors provide a rough estimate of the magnitude 

and range of costs through back-of-the-envelope calculations, although their 

estimates are now outdated.

                                                
25 See Centre for Defense Studies (2001, pp. 9-13) for a more detailed discussion of the different 
positions.



48

Wolf and Zycher (2001) note that although the purposes, design, general capabilities, 

and scale of manpower of the ERRF, as well as the contributions by European 

nations have been addressed within the EU on multiple occasions, there have been 

no specific, reliable estimates of the cost of the force.26  The authors make 

“reasonable conjectures” about the costs associated with the ERRF, using four 

methods:

- A bottom-up approach based on the prices and capital costs of the most 

important system acquisitions expected for the ERRF; 

- A top-down approach using the procurement and Research, Development, 

Testing & Evaluation (RDT&E) costs per member of the U.S. armed forces as 

a basis for estimating the costs of the ERRF; 

- A rough estimate of the capital costs of a U.S. Marine brigade used as a 

plausible building block for the ERRF (scaled up to the level of the 60,000-

man force); and 

- A RAND costing model with a U.S. Army assault division as a building block. 

Using the first method, they estimate the costs of strategic airlift for the ERRF to be 

$22.5 billion, in 2000 U.S. dollars (225 C-5 or equivalent aircraft at a unit cost of $100 

million).  These results are only indicative of the potential magnitude of costs; the 

authors themselves qualify their findings, citing the lack of reliable statements 

descriptive of the ERRF (for example, its composition, missions and other elements). 

The Centre for Defense Studies (2001) estimates the total cost of fulfilling the 

strategic airlift requirements of the HHG to be $19 billion (225 air platforms at $85 

million each).  This estimate includes only acquisition and short-term running costs, 

not full life-cycle costs.  It also does not take into account investment in 

modernization programs for existing equipment and assumes that new capabilities 

are purchased, therefore providing a high-end cost estimate.  Circumstances and 

phasing of procurement can lower that cost.27

                                                
26 The authors refer to estimates such as the ones that would be included in Tables of Organization and 
Equipment (TO&E).  These are documents that prescribe the wartime mission, capabilities, 
organizational structure, and mission essential personnel and equipment requirements for military units 
( ).  TO&E also include the 
headquarters of corps and armies.  The United States Army and United States Marine Corps prepare, 
revise, and publish TO&E at regular intervals. 
27 The cost estimates are taken from the same source as the requirement, i.e. from Homan et al. 
(2001).

http://www.globalsecurity.org/military/library/policy/army/toe/toenum.htm
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Literature on the United States 

A RAND report by Hura et al. (1993) assesses the cost-effectiveness of alternative 

airlift and sealift candidates for enhancing projected FY1999 mobility assets and 

capabilities, and suggests alternative strategies for planning future mobility programs.  

Four alternative transport options (one for airlift and three for sealift) are measured in 

hypothetical deployments of a major regional contingency force (MRCF) with either 

900,000 or 1,000,000 short tons (stons) of combat unit equipment (u/e) and combat 

service and combat service support (cs/css) to Southwest Asia and to Korea.  Four 

different time lines for cargo delivery, ranging from 50 to 90 days, are considered in 

the analysis.  In addition, the deployment of a low-intensity conflict force carrying 

60,000 stons to Zaire (Republic of Congo) in 30 days is examined to ensure that 

mobility options adequate for large-scale conflicts are also adequate for the needs of 

lower-intensity conflicts. 

Three representative types of deployment requirements (most demanding, least 

demanding, and an intermediate situation) are examined in order to assess the 

performance and investment costs of alternative transport options to fulfill those 

requirements.  The experience of Operation Desert Shield is used as a baseline for 

comparing alternative lift options.  A linear optimization model is used to determine a 

cost-effective mix of transports given constraints on resources.  The outcomes of this 

model are combinations of air- and sealift assets and their associated costs for the 

three categories of deployment requirements (it is assumed that the assets will be 

purchased).  The report does not offer a specific recommendation, but emphasizes 

that the planning strategy selected should depend on “in-depth analyses of future 

threats and of DoD-planned responses to those threats” or—in the absence of such 

analysis, “the policymakers’ perceptions of future threats and judgments as to what 

mobility capabilities are sufficient to meet those threats” (Hura et al., 1993, p. 62).  

Although the results and estimates of this RAND report are U.S.-focused and dated, 

the methodology employed is useful as a guideline for future analysis. 

The research presented in another RAND report by Gebman et al. (1994) explores 

how the DoD can obtain a strategic airlift capability that is affordable, has enough 

capacity to support major conflicts, and enough flexibility to transport U.S. combat or 

humanitarian resources anywhere in the globe where U.S. interests are at stake.  In 

order to fulfill all these characteristics, the DoD needs an efficient mix of military and 

civil airlift capability that is robust across a range of scenarios and contingencies. 
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In order to determine that mix, Gebman et al. evaluate several options, including the 

replacement of part of the current U.S. airlift fleet of C-141 long-range transport 

aircraft.  The cost-effectiveness of alternative combinations of airlift assets that can 

do that is assessed against a base case—the aircraft that the USAF had planned, as 

of 1992, to retain in its inventory past 2010.  The daily deliveries and costs of each 

alternative are assessed using a variety of methods.  At the heart of the analysis is a 

tradeoff between the flexibility of a fleet of large military transports such as the C-17, 

and the lower cost of fleets that use large civil transports instead. 

The authors consider a deployment scenario involving the simultaneous deployment 

of five Army divisions by air to Southwest Asia.  A methodology is developed to 

address costs and mission performance of airlift systems in their various dimensions.  

The performance of airlift assets has three dimensions: the tonnage that they can 

carry; their ability to land in short runways (measured by the tonnage that they can 

deliver under those conditions); and their ability to carry outsize cargo.  The fiscal 

costs of acquiring, operating and supporting the alternative assets are calculated, in 

addition to the infrastructure costs (ramp space, fuel consumed, crew members, and 

aircraft servicing).  Lifecycle costs are evaluated for 25 years, with discount rates of 

five, ten percent and no discount rate. 

The study’s best estimate of the mix of airlift assets that balances capacity and 

flexibility is the substitution of a modified civil aircraft (Boeing 747-400F) for the 

military C-17 in order to replace two-thirds of the current aging C-141s.  The authors 

state as one of the reasons behind their recommendation the fact that following the 

end of the Cold War, and particularly during the Gulf War, demand for lift shifted from 

outsize to bulk cargo.  The high cost of outsize military airlift capabilities in 

combination with the modest demand for them during the Gulf War resulted in the 

need to re-examine the composition of the U.S. airlift fleet (Gebman et al., 1994a, p. 

20).

A study by the Congressional Budget Office on U.S. options for strategic mobility 

(CBO, 1997) assesses the comparative costs and capabilities of five alternative plans 

for modernizing U.S. strategic mobility against a base case of the U.S. 

Administration’s current plan—at the time.  CBO’s three-tier methodology consists of: 

evaluating strategic mobility requirements; developing five options for modernizing 

strategic mobility forces as alternatives to the base case; and comparing the costs 

and capabilities of these options.  The last step examines the costs of purchasing 

and operating mobility forces over several decades.  The study estimates the costs of 

each alternative plan per year, as well as cumulatively, between 1998-2002 and 
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1998-2020 and calculates the savings of each plan compared to the base case.  

Also, it compares the capabilities offered by each alternative using three criteria: 

1. How well (how quickly) each alternative delivers cargo to two major regional 

conflicts—in the Persian Gulf and in the Korean Peninsula; 

2. How much flexibility each alternative provides for delivering cargo to smaller 

operations and what is the risk28 associated with such deliveries; and 

3. How well each alternative performs special airlift missions29 and how likely 

such missions are. 

Specific measures of the speed of delivery include the amount of cargo (in thousands 

of tons) that can be delivered by day ten, 15, and 20 of an operation.30  Other 

important measures include the amount of outsize cargo that different mobility force 

mixes can deliver by the same time frames; the flexibility to handle changes in 

deployment schedules;31 and vulnerability to enemy attack.32  With respect to the 

flexibility to deliver cargo to smaller operations, the study differentiates between low-

intensity missions and peace enforcement, and uses qualitative measures, such as 

“low,” “moderate” and “high.”  Finally, the risk associated with special airlift missions 

is subject to qualitative assessments. 

Broader literature on evaluating multinational options

Although governments often argue that collaboration in defense production leads to 

cost savings, there is not much systematic evidence on the magnitude of those 

savings.  Concrete estimates of the savings or of the cost-effectiveness of 

multinational structures are scarce.  A broader body of literature—the economics of 

standardization, international armaments collaboration and joint forces, particularly 

within the context of military alliances—can provide some useful insights, since the 

theoretical arguments in favor of such forms of collaboration could apply to pooling. 

                                                
28 This refers to the risk of failing to complete the delivery mission in the required time. 
29 Special airlift missions include long-range airdrops of large forces, intra-theater deliveries, and direct 
deliveries of cargo to the battlefront. 
30 Deliveries during the initial (“halting”) phase are expected to place the greatest demands on the 
fastest modes of transportation (i.e. airlift).  Therefore, an important indicator when evaluating alternative 
plans for mobility forces is the amount of equipment and supplies that each could deliver two to three 
weeks after the start of deployments. 
31 This is an important criterion since larger investments in airlift forces could provide more last-minute 
flexibility.  Qualitative characterizations, rather than quantitative measures are used here: “most,” “very,” 
“more,” “less,” and “least flexible.” 
32 Similar qualitative characterizations used here as well. 
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The section that follows provides an overview of the available theoretical and 

empirical evidence on the key advantages, savings and penalties of standardization 

and international collaboration in defense procurement,33 in order to illustrate the 

main factors affecting decisions with respect to such programs.  A following section 

explores insights from the economics of joint forces. 

Theoretical and empirical evidence on the benefits and costs of standardization and 

international armaments collaboration34

Debates about standardization are common within military alliances.  NATO member 

states operate different types of defense equipment, which require different training 

and support systems.  This practice has been widely criticized as leading to 

inefficiencies and to a waste of resources.35  Standardization ideally requires all 

members of an alliance to buy the same equipment and adopt the same operational 

doctrines, with the alliance centrally providing repair, maintenance, supply and 

training facilities for all its members.  In principle, standardization allows member 

nations to reduce their total defense equipment costs through savings from scale 

economies and reduction of duplication and overhead, among others.  However, 

standardization also implies a significant sacrifice of national independence on the 

part of those nations (Sandler and Hartley, 1999b). 

Since its formation, NATO has pursued various initiatives to standardize equipment, 

communications, infrastructure, and logistics.36  The reason for this abundance of 

different standardization initiatives over the years is that nations tend to resist 

standardization efforts due to sovereignty concerns.  “The result is continued support 

for independent national armed forces, for ‘unique’ weapons to meet specific and 

‘unique’ national requirements, and for the domestic defense industrial base to 

supply the necessary equipment…” (Sandler and Hartley, 1999b, p. 210). 
                                                
33 This refers to common procurement, or pooled procurement with national ownership of the capability. 
34 This section is based on an unpublished paper the author has co-written with Michael Kennedy 
(1999).  The author would like to thank Dr. Kennedy for agreeing to the use of this material. 
35 There is a large body of literature on estimating the magnitude of such inefficiencies.  Sandler and 
Hartley (1999a, pp. 223-230) characterize a large part of that literature as “either simplistic or 
incomplete.” 
36 For example, a common NATO infrastructure program provides airfields, communications, petroleum 
facilities and pipelines.  The NATO Air Defense Ground Environment (NADGE) provides collective air 
defense, while the NATO Maintenance and Supply Organization (NAMSO) provides logistic support.  
Various standardization agreements (STANAGs) have been introduced since 1951 by the NATO Military 
Agency for Standardization.  The latest standardization initiative was the creation, in 1995, of the NATO 
Standardization Organization which was designed as a coordinating body for all standardization matters 
within the Alliance (Sandler and Hartley, 1999b). 
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Hartley (1983; also in Sandler and Hartley, 1999a) presents an analytical framework, 

which identifies three main sources of economic savings from standardization and 

international collaboration:

- Savings in overall development costs.  These result from the sharing of R&D 

costs among nations, which leads to a reduction or elimination of duplication 

and overlap in R&D work. 

- Economies of scale, which result in lower total unit costs.  Unit production 

costs are lower due to the larger production runs from pooled orders.  Unit 

R&D costs are lower since a larger order allows for fixed R&D costs to be 

spread over a greater output.  Therefore, gains from pooling are larger for 

more complex, costly systems with high fixed costs than for those with lower 

fixed costs. 

- Gains from international specialization and trade.  Cost savings and efficiency 

improvements occur because of international division of labor: each country 

specializes in the parts of the development and production process which it 

does best. 

Scale economies cause unit production cost to decline as output rises, but only up to 

a certain level of production, after which unit cost increases again (diseconomies of 

scale).37  In addition, there are learning economies.  A learning curve represents the 

decline in unit cost associated with an increase in cumulative output.38  This decline 

results from the increase in production efficiency due to the repetition that occurs 

when production cycles become longer.39  Learning economies do not automatically 

translate into lower production costs, since the learning effect on unit production 

costs depends on how labor-intensive production is.40  In aircraft production, labor 

costs can represent 30 to 50 percent of total costs (Sandler and Hartley, 1999a).  

The literature contains specific estimates of learning curves, such as an 80 percent 

                                                
37 According to Hartley (1983), the point at which scale economies end and unit costs start to increase 
again defines the optimum firm size or optimum production level.  “Standard economic theory predicts 
that further expansion of firm size [or production] beyond the optimum will encounter dis-economies of 
scale and rising unit costs.”  This behavior is reflected in the U-shaped long-run average cost curve.  
The optimum point is also called “minimum efficient scale” or MES of a firm (Hartley, 1983, p. 43). 
38 See Matthews (1992, p. 61).
39 The concept of learning economies is based on the logic that the greater the repetitiveness of a task, 
the more efficiently it is likely to be undertaken by labor.  In other words, productivity increases with 
experience. 
40 This is reflected in the proportion of total production costs represented by labor costs. 
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learning curve for the U.K. aircraft industry41 and a 75 percent learning curve for the 

U.S. aircraft frame industry (Hartley, 1983).  In another study, Sandler and Hartley 

(1999a) find that learning economies in the aerospace sector result in a decline in 

unit production costs by about ten percent for each doubling of cumulative output. 

However, the savings from collaboration and pooling presuppose that work is 

allocated among nations that participate in a joint program according to relative 

economic and technological advantage.  Historically, most European nations 

participating in collaborative projects have sought and received a “fair share” of 

advanced technology and production work for their domestic defense industries, 

irrespective of comparative advantage.  Specifically, the principle of juste retour,

which has prevailed over many joint programs, implies that countries obtain 

development and production work for their industries in proportion to their financial 

contribution to the project and the number of units procured by their government.  

Juste retour is a departure from the least-cost solution and limits economically 

efficient work-sharing, since suppliers are often chosen based on political and 

national industrial base objectives42 rather than on their technical competence and 

cost-effectiveness.  This usually results in duplication in design and production 

facilities; bureaucratized management structures, or other inefficiencies, which 

dampen or eliminate the positive effects of scale economies. 

Other reasons why collaboration may impose cost penalties, compared to national 

programs, include: compromises in design due to variations in the military 

requirements of partner countries; administrative and organizational complexity in the 

organization of production; and delays and schedule slippages due to the need to 

harmonize divergent national requirements, lengthy negotiations among partner 

nations, internal politics within each nation, and other reasons. 

It is important to note that initial estimates of cost penalties may overestimate long-

term cooperation costs, since some of these penalties may decline as partner 

countries learn to cooperate efficiently with each other.  Also, one should note that 

some nations may not have realistic economic alternatives to collaboration. 

Although the economic arguments in favor of armaments collaboration are 

compelling, little empirical evidence exists to support these arguments (Matthews, 

1992; Sandler and Hartley, 1999a).  Collaborative defense projects are limited in 

                                                
41 This means that direct labor inputs decline by 20 percent for each doubling of cumulative output. 
42 These objectives express the desire of a nation to support its national defense industrial base, by 
claiming the largest possible share of the work in a joint program. 
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number and heterogeneous in terms of the type of equipment (e.g. combat aircraft, 

helicopters etc.), number of partners involved, and organization (Sandler and Hartley, 

1999a).  Another difficulty is linked to the counterfactual: a comparison of 

collaborative project costs with what they might have been under the equivalent 

national projects is, ultimately, speculation. 

Below is some of the scarce available evidence on the impact of collaboration on 

costs. 

a. Cost penalties due to inefficient collaboration overall: ranging from 41 to 

100 percent 

The "square-root rule” is one of the oldest and most often-cited industry rules of 

thumb, originating from the 1970s.43  According to that rule, the unit cost of a 

weapons system increases—compared to the cost of a system produced by a single 

nation—by the square root of the number of countries participating in its 

development, i.e. by 41 percent for bilateral, 73 percent for trilateral and by a factor of 

2 for four-partner projects.  Even though this has been a common industry rule of 

thumb for a long time, it has been accused of lacking theoretical or empirical 

support.44  In fact, company experience suggests that the square root rule probably 

overestimates the cost of collaboration (Hartley, 1995).  Lorell and Lowell (1995) 

point out that, despite its lack of empirical basis, the square-root rule was used by the 

U.S. DoD Inspector General in late 1992 to calculate potential cost savings from U.S. 

participation in various collaborative programs (“DoD Inspector General…,” 1992). 

b. Unit cost savings from doubling of output: 10 to 20 percent 

Klepsch (1978, p. 45) quotes a 1977 WEU Defense Committee Report concerning 

European Armaments Policy, which found that "by doubling the market due to 

collaboration, a saving on the mean unit cost in the order of 20 percent is achieved 

on a major military program.  On smaller projects, the saving might be about 10 

percent per unit." These figures are based on estimates for national bilateral 

programs in which, although the total development bill in collaboration is one-and-half 

times that of the unilateral bill (that is, a R&D cost penalty of 50 percent is assumed), 

each sponsoring government has to find only three quarters of the money required to 

do the job on its own (savings of 25 percent).  The cost penalty is mostly due to the 

                                                
43 Original source: Jean-Laurens Delpech (1976). "La standardisation des armements", Revue de la 
Defense Nationale, May 1976.  Quoted in Matthews (1992), p.151; and Moravcsik (1980), p.75. 
44 It might reflect earlier experience with European collaboration, when a 30 percent penalty was 
regarded as typical: this penalty could have fallen to less than 20 percent by learning and experience. 
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fact that the early stages of cooperation inevitably involve set up and start up costs. 

At the same time, a five percent increase in manufacturing costs arises from the 

difficulties of geographical distance, language difference and so on. 

c. Unit cost savings from standardization: 20 to 30 percent  

Hartley (1983; also cited in Matthews, 1992) claims that standardization in weapons 

procurement could result in unit cost savings of 20 to 30 percent on average, 

comprising: 

i. Ten percent from scale effects from the doubling of output per 

period;

ii. Ten percent from learning economies from the doubling of 

cumulative output;45 and 

iii. Ten percent from free trade effects, via specialization on the basis 

of national comparative advantage and mutually advantageous 

international trade and exchange in competitive markets.46

d. Total program savings and savings per nation: 8 to 53 percent 

A German study on the flyaway costs of a three-nation collaborative aircraft venture 

calculated that the project would cost 92 percent of a national effort (in other words, 

each nation would save 8 percent).  Furthermore, a U.K. government estimate of the 

European Fighter Aircraft project was that it would be 20 percent cheaper than going 

it alone (Mathews, 1992, pp. 63-64). 

In 1992, the DoD Inspector General estimated that the Anglo-American AV-8B 

program cost 25 percent more than it would have as a single-nation program, which 

is still 62 percent of the cost of two comparable single-nation programs and a saving 

of about 37.5 percent for each participant (U.S. DoD, 1992).47

                                                
45 These savings are sometimes included in the scale effects, so that there is a danger of double-
counting (hence the 20-30 percent range). 
46 The second and third estimates refer specifically to aircraft production.  The third estimate is a lower 
bound estimate: once allowances are made for effective tariff rates and government preferential 
purchasing, the unit cost savings from a free trade area (in the case of NATO) could be as high as 20 to 
30 percent, at least for some weapons.  Therefore, Hartley argues that 20 percent should be the lower 
bound estimate of the unit cost saving opportunities from NATO standardization in weapons acquisition.  
Further savings are available by streamlining of support/life cycle costs or elimination of R&D 
duplication.  The estimates are based on an ideal or best-case situation. 
47 Assuming that each national program costs 100 units, then the joint program would cost 125, which is 
62.5 percent of 200 (the added costs of the two national programs) and implies 37.5 percent (100-62.5) 
savings for each national partner. 
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According to a 1993 report by the North Atlantic Assembly Presidential Task Force, 

"greater cooperation offered savings of approximately 20 percent due to scale 

economies in both production and R&D costs” (North Atlantic Assembly, 1993). 

There is also evidence that collaboration can increase costs (or leave them 

unchanged), thus leading to departures from the ideal model.  Sandler and Hartley 

(1999a) cite evidence suggesting that unit production costs are unchanged by 

collaboration and that total development costs are multiplied by the square root of the 

number of partner nations.  According to an alternative estimate, a two-nation 

collaborative project increases development costs by 30 percent and production 

costs by 5 percent compared with a national project.  Even considering these 

penalties, a collaborative aircraft project producing 300 units could create cost 

savings in the range of 10 percent to 20 percent over a single-nation program 

(Sandler and Hartley, 1999a). 

Finally, German estimates based on experience from the Tornado and Eurofigher 

programs found that a two-partner cooperative project increases total system costs 

by 30 percent, and that one additional partner adds another 10 percent to that 

(Mainguy, 1996).  This implies savings of 35 percent and 53 percent in program cost 

per country for two- and three-partner programs respectively. 

As presented above, most available evidence on cost savings and penalties from 

collaboration is sparse, outdated and not very precise.  The table below summarizes 

some of the estimates reviewed above: 
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Table 3.2 Estimates of the Impact of Collaboration on Costs 

Study Estimate of collaboration penalties (+) / savings (-) 

Overall 
program cost 

Unit cost Per-country 
cost 

Comments 

Square root rule  +41% (bilateral 
program) 

+73% (tri-lateral) 

+100% (four 
partners) 

 - Based on juste 
retour assumption 

- Outdated; does 
not take learning 
into account 

Klepsch Report 
(1978) 

 -10 to -20% from 
doubling of output 
(bilateral-equal 
partners) 

 Assumes +50% 
R&D cost penalty 
and +5% 
manufacturing cost 
penalty 

Hartley (1983)  -20 to -30% from 
standardization =  

-10% scale 

-10% learning 

-10% free trade 
effects 

 This is a lower-
bound estimate, 
particularly for 
trade effects (could 
imply up to 30% 
savings) 

Matthews (1992)   -8 to -20% 
savings 

U.S. DoD (1992) +25%  -38%  

German study 
based on Tornado 
& Eurofighter 
experiences 

+30% (bilateral) 

+40% (trilateral) 

 -35% (bilateral) 

-53% (trilateral) 

Joint forces

According to Sandler and Hartley (1999b), “economists can analyze joint forces (the 

bringing together of two or more services) as mergers involving both benefits and 

costs.  Economic benefits take the form of reduced costs resulting from 

rationalization (less duplication), from greater output leading to scale economies, and 

from economies of scope reflecting the cost savings from undertaking two or more 

activities in one firm.  The overall effect is to economize on transaction costs by 

undertaking activities in one firm rather than in a number of firms” (Sandler and 

Hartley, 1999b, p. 212).  Pooling, in its purest form, is a type of merger of national air 

transport services.  Like mergers, joint forces also entail costs: they are like 

conglomerate, diversified, firms that are less constrained by the profit motive or by 
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pressures to create shareholder value.  As a result, they tend to be characterized by 

inefficiencies linked to national preferences, domestic politics and loss of autonomy 

in decision-making, among others (Sandler and Hartley, 1999b). 

While making this parallel between joint forces and other forms of pooling on the one 

hand, and corporate mergers on the other, one should take into account that 

although the theoretical benefits of rationalization are significant, in practice, pooling 

in the military world, is much more challenging than in the corporate world.  It is 

extremely difficult to eliminate redundant national military facilities.  Such moves 

usually come against strong institutional and political resistance; the political costs of 

rationalization and downsizing in the defense establishment are deemed more 

important than the potential benefits from such restructuring. 

Alliances and new institutional economics

New institutional economics examine the transaction costs and benefits of alliances.  

Nations will join an alliance when they perceive that the benefits they derive from 

their membership outweigh the costs of participation.  In order for an alliance to be 

viable, its institutional structure must be designed in such a way that all members 

receive the greatest possible net benefits, while at the same time, each member also 

perceives a net advantage compared to other alternatives to membership. 

Sandler and Hartley (1999b) use the methods of new institutional economics to 

analyze the structure of NATO.  They examine whether the existence of such a 

supranational structure as the Alliance is justified and if yes, how it should be 

configured to maximize efficiency.  In order to answer the first question, the 

transaction costs and benefits (also called linkage costs and benefits) of different 

ways of public good provision (e.g. national provision vs. provision through military 

alliances) should be analyzed and compared.  Only those benefits and costs incurred 

by an alliance, and not by a national solution, should be examined, so that “we can 

determine the net merits of an alliance and its various structural forms as compared 

with the best independent alternative” (Sandler and Hartley, 1999b, p.231). 

Linkage benefits include efficiency gains from cooperation; economies of scale; 

enhanced security from a united stance by alliance members, which may deter 

potential aggressors; information benefits from pooling of intelligence among allies; 

and complementarities from increased cooperation and more efficient resource 

allocation within an alliance.  An important linkage cost results from the 

interdependence inherent in an alliance and the loss of national autonomy this 

entails.  Another linkage cost comes from complexity in decision-making in alliances 
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(compared to national decision-making).  Other linkage costs include enforcement 

(particularly with decisions unpopular with some allies); the need to monitor allies’ 

behavior to ensure its consistency with alliance principles and decisions; 

expenditures to provide a common alliance infrastructure (such as AWACS, satellite 

communication linkages, airfields etc.); and security risks associated with particular 

members.48

2. Summary of what is known and not known about the methodologies to 
analyze factors that affect strategic airlift decision-making and to 
evaluate relevant policy options 

Although few studies deal with European strategic airlift requirements and how to 

address capability shortfalls in that area, some research, mostly from the United 

States, offers useful methodologies for assessing such requirements and for 

evaluating alternative ways of improving airlift capabilities.  Most of these 

methodologies establish potential scenarios, draw implications for the numbers and 

types of forces that need to be moved under each scenario, and determine the 

corresponding airlift capacity necessary to move these forces.  Although dated, and 

focused on U.S. problems and capacities, the methodologies employed by these 

studies could apply to the European case. 

                                                
48 For example, an alliance member may have an enemy that is not hostile to other allies. 
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II. Approach 

1. Research Objectives and Hypotheses 

The main analytical goal of this dissertation is to examine how European nations can 

make and implement decisions that will improve their strategic airlift capabilities in a 

restrictive budgetary environment.  The first part of the dissertation establishes a 

representative airlift requirement for a European rapid reaction force and evaluates 

alternative policy options for fulfilling that requirement.  Taking into account the fact 

that decisions on airlift capabilities are complex and involve multiple criteria (military, 

economic, political and others), the analysis in the first part aims at helping 

policymakers make decisions among different options, by providing a framework that 

identifies and assesses the key factors that influence decision-making on airlift 

matters, while highlighting the key characteristics and tradeoffs among policy options. 

The second part of this dissertation aims at helping policymakers implement the most 

cost-effective solutions to their strategic airlift problems, by exploring the key political, 

institutional and other factors that act as barriers to the realization of such solutions.  

This analysis should help policymakers design strategies to overcome the barriers, 

thus improving the odds of successful implementation. 

The hypothesis to be tested in Part 1 is that European nations can improve their 

strategic airlift capabilities with less significant additional investment (than would be 

required at the national level) by engaging in multinational pooling arrangements that 

rationalize and integrate their defense resources.  National approaches to obtaining 

military capabilities are no longer sufficient—or efficient—mainly due to their lack of 

scale, also implying lack of specialization.  Joint, integrative approaches can produce 

significant savings through scale, scope and learning economies, reduced duplication 

and lower transactions costs, thus making it more affordable to improve European 

strategic airlift capabilities. 
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Table 3.3: Research Question and Hypothesis for Part 1 

Research question What policy options are available to 

European nations for improving their 

strategic airlift capabilities and which key 

factors affect decision-making among 

such options? 

Hypothesis European nations can improve their 

strategic airlift capabilities with less 

significant additional investment by 

engaging in multinational pooling 

arrangements 

2. Methodology – Key Steps 

Past research and experience have shown that existing European airlift capabilities, 

while marginally sufficient for low-intensity conflicts, are not sufficient for more 

demanding conflicts that require force deployment above a certain threshold or for 

large-scale humanitarian and disaster relief operations.  The shortfall exists in terms 

of payload (tonnage) that can be transported, range,49 volume and flexibility.50  The 

analysis of this problem—and how to address it—consists of the following steps: 

STEP 1: Establish a European strategic airlift requirement 

The first analytical task of this part of the study is to determine how much strategic 

airlift capacity European (EU) nations need as a group to be in a position to 

undertake demanding military missions.  An estimate of such a requirement is 

necessary if there is going to be a coordinated effort by those nations to improve their 

                                                
49 Range refers to the distance across which an aircraft can transport a certain cargo without requiring 
refueling. 
50 Flexibility, in this context, refers to the ability to operate in a variety of environments: hostile 
environments; environments with minimal infrastructure (such as limited runway length or rough terrain); 
and others. 
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strategic airlift capabilities.  The objective is to establish the minimum airlift 

capacity—number and type of assets—required for European nations to move a 

European rapid reaction force and the necessary equipment to intervene effectively 

in a demanding conflict beyond Europe’s borders.51  These assets should be readily 

available to European nations—either owned, or under some assured access 

arrangement. 

Ideally, requirements should drive capabilities.  Among the tasks of airlift planners 

are to estimate available capabilities and to compare them to requirements in order 

to determine whether there is a balance, surplus, or a shortfall.  Requirements are 

hard to estimate, due to the many uncertainties involved in mobility planning.  Such 

requirements are influenced—directly or indirectly—by the nature of the contingency; 

the numbers and types of forces deployed; the amount of warning given before 

deployment is needed; the duration of combat; the distance of the theater of 

operations from the deployment base; and many other factors.  These uncertainties 

emphasize the crucial need to plan for a flexible and robust capability. 

Currently, there is no official European perspective of a strategic airlift requirement.  

Determining an original strategic airlift requirement for a European rapid reaction 

force by conducting a full-fledged mobility analysis (using mobility planning factors, 

computer models etc.) is beyond the scope of this dissertation.  Therefore, a proxy or 

benchmark requirement is used—a practice not uncommon in the literature.  Data 

collection for this part of the research proceeds from secondary sources as well as 

from interviews with officials from NATO, the EU Military Staff and the European 

Defense Agency (EDA). 

SUB-STEP 1a: Project strategic airlift capacity available in 2015 

This step forecasts the strategic airlift capacity available to EU nations in 2015.  This 

capacity refers to the strategic airlift assets projected to be in the possession (owned 

or effectively managed—for example, under long-term leasing or assured access 

arrangements) of the five major EU nations by that date.  The analysis considers 

both military and commercial assets to which these nations have guaranteed 

access—i.e. assets that are readily available at relatively short notice to deploy 

immediate and rapid reaction forces (DM5 report, 2004). 
                                                
51 The rest of this dissertation will assume that the required strategic airlift capability is necessary to 
respond not only to demanding military contingencies, but also to large-scale humanitarian disasters 
beyond Europe’s borders. 
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The year 2015 has been chosen as a cut-off date because by that date the bulk of 

the ordered A400M aircraft—the most important projected improvement to European 

airlift capability—are expected to be in service with European air forces.  Also, 2015 

is a few years past the target date of the new Headline Goal (HG2010) for European 

rapid reaction forces, specifically, the date by which the EU is expected to achieve 

“the necessary capacity and full efficiency in strategic lift (air, land and sea) in 

support of anticipated operations” (Council of the European Union, 2004, p. 4).52

Data on current holdings and planned procurement of strategic airlift assets comes 

from secondary sources, mainly databases from the International Institute for 

Strategic Studies (IISS), SIPRI and other research institutions, as well as from 

national (EU Member State) planning data regarding strategic airlift assets and 

national transport fleet replacement programs. 

STEP 2: Develop a framework for assessing key factors influencing decision-
making on airlift acquisition and use it to evaluate the policy options available 
for fulfilling the European strategic airlift requirement 

The assessment of the shortfall in strategic airlift capacity is followed by an analysis 

of the policy options available to cover that shortfall and of the key factors affecting 

decisions among these options.  First, this step describes each option, illustrates it, 

where possible, with relevant examples, and discusses its relevance to the strategic 

airlift case.  Then, it presents a framework for assessing the key factors that influence 

decision-making on airlift acquisition and uses it to evaluate the policy options. 

As seen from the literature, there are two broad categories of options that European 

nations can consider for building up their airlift capacity: national and multinational 

(joint or pooling) options. 

National Options 

At the national level, European countries have resorted, over the years, to various 

approaches for obtaining and enhancing their airlift capabilities: 

1. National ownership (development and production; off-the-shelf acquisition); 
                                                
52 A later date (than 2010) was chosen to account for potential delays, not unusual in the context of 
European initiatives.  
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2. Long-term leasing; 

3. Chartering in the open market; and 

4. Assured access contracts with commercial air carriers or leasing companies. 

Multinational Options 

Most of the above alternatives can also be pursued at the collective level: nations 

can pool their resources in order to jointly procure airlift assets; they can also opt to 

jointly manage their resources (pooled management/operational pooling).  In theory, 

multinational acquisition of airlift assets can save costs.  Furthermore, when joint 

procurement is combined with joint management—for example, centralized allocation 

and mission tasking—of assets, in addition to achieving cost savings, nations can 

deploy their forces more efficiently and effectively than under national approaches 

(North Atlantic Council, 2001). 

Arrangements such as Berlin Plus, which enable nations to use each other’s assets, 

also constitute a category of multinational options for addressing capability shortfalls.  

Furthermore, another way for EU nations to address the strategic airlift shortfall 

would be to transform and restructure their forces into lighter packages that can be 

rapidly deployed by air in smaller (available) aircraft and leave the heavier 

components for transport through sealift.  This is a longer-term option, linked to 

changes in doctrine and national/EU ambitions about the areas of intervention and 

types of contingencies in which the EU is likely to be involved.  This dissertation does 

not consider the above two options, as it focuses only on procurement-related 

alternatives for improving strategic airlift capabilities. 

Sources of data for this part of the research include secondary literature as well as 

research interviews with national procurement authorities, NATO and EU officials. 

Option Evaluation 

In an ideal world, decisions on which policy option(s) to pursue are based on a 

comprehensive cost-benefit analysis of available alternatives.  In the case of strategic 

airlift, conducting such analysis and determining the optimal combination of assets to 

satisfy a given requirement is a challenging and complex task, since many of the 

variables involved in such a cost-benefit analysis are not quantifiable; characterized 

by uncertainty; and subject to different interpretations and valuations by different 

decision-makers.   There are difficult tradeoffs to be made among operational, cost 
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and other considerations,53 particularly since there is uncertainty regarding future 

airlift uses and needs, as well as regarding the funds available for supporting or 

enhancing an airlift capacity.54  Complexity increases when decisions need to be 

made at the European level, in the context of different national needs and 

preferences, sovereignty concerns, domestic and international politics and other 

factors.

Therefore, the purpose of the analysis in step 2 is not to identify which particular 

policy option is optimal or most cost-effective for European nations, but to introduce a 

framework for assessing the major variables behind European nations’ decisions on 

how to provide strategic airlift capabilities and to use that framework for highlighting 

and comparing the benefits and drawbacks of each option.  A presentation of the 

cost and other relationships, orders of magnitude and basic tradeoffs is valuable in 

assisting decision-making and could be a useful tool for policymakers dealing with 

capability issues in other areas as well. 

Policy options are not mutually exclusive, and one could envisage selecting a 

combination of options that would provide a range of benefits and capabilities across 

different contingencies.  For example, in September 2004 Italy put together a 

package of Italian C-130J tactical transport aircraft, U.S. C-17s obtained through a 

bilateral deal, and chartered Ukrainian Antonov An-124 in order to deliver 500 troops 

with equipment to Afghanistan to help monitor elections (Kington, 2004b).  One 

should note here that there is a tradeoff between the robustness of a combination of 

airlift assets and the much more complex logistics trail and potentially divergent 

infrastructure and maintenance requirements associated with each aircraft type. 

Policy options are evaluated and compared according to a set of economic and non-

economic factors. 

Economic Factors: Cost Trends 

Trends in the lifecycle costs of different policy options for satisfying the airlift 

requirement of a European military force are examined over a period of 20 years—

which is assumed (by this analysis) to be the expected useful life of airlift assets.  

The time horizons used in the literature for the calculation of the lifecycle costs of 

strategic transport aircraft vary among different studies, typically ranging between 20 

                                                
53 For instance, often the least costly options are also the ones that offer reduced capacity or flexibility, 
compared to the more expensive ones. 
54 See Gebman et al. (1994c). 
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and 30 years.55  According to Boeing estimates,56 the typical lifecycle of a C-17 is 

30,000 flight hours.  The typical USAF utilization is about 3,000 FH per year, and 

therefore the average lifetime of the American C-17s for military operations is ten 

years.  I assume that European nations have a lower utilization rate for the C-17 or 

other large transport aircraft:57 1,500 FH per year for the big five, which results in the 

average lifetime of 20 years.58

Lifecycle costs consist of acquisition (R&D and production; or purchase price) and 

ownership costs.  The latter refer to downstream or operations and support (O&S) 

costs, including crew, support personnel, maintenance, training, fuel, supplies, future 

modifications, depot maintenance and disposal.59  There are also annual capital 

outlays, such as in the case of leasing (annual interest and/or leasing fees). 

Again, data sources consist of secondary material as well as official and unofficial 

estimates from interviews with officials from industry, government and international 

organizations.  Euros are converted into dollars using the appropriate average annual 

exchange rate provided by the Federal Reserve Statistical Release.60  In order to 

achieve comparability, where necessary, costs are adjusted to 2005 prices using the 

“Implicit Price Deflators for Gross Domestic Product” published by the Bureau of 

Economic Analysis of the U.S. Department of Commerce.61

This analysis provides trends (rough order of magnitude) and a rank order of the 

costs involved in enhancing European strategic airlift capabilities in order to allow for 

broad comparisons of different options for doing that.62  Different sources often 

provide significantly different values.  For example depending on the source, the 

                                                
55 For example, Berman et al. (1993) use 25 years (p. xiv), while Robinson (1992) and the North Atlantic 
Council study (2001, p. III-24) use 20 years.
56 Author’s interview with Boeing official, November 2006.
57 One should note that, given the U.K.’s global engagements and obligations, that nation’s C-17 
utilization rate is likely to be higher than that of continental European nations’.  For the purposes of this 
dissertation, however, I will not differentiate between U.K. and continental Europe in terms of C-17 
utilization. 
58 I assume no residual value for the aircraft. 
59 Robinson (1992, p. 50).  According to Sandler and Hartley, lifecycle costs for aircraft may be divided 
into 20 percent for development, 18 percent for production, and 62 percent for support (Pugh, Philip, 
The Cost of Sea Power, London: Conway Press, 1986, p. 125; and Holder, Stephen, “Support 
Management – The Weapon Life Cycle,” Air Clues, 49, 336-41; both cited in Sandler and Hartley, 1999, 
p.122).  Also, operating costs often vary by type of aircraft due to the different types of engines used, 
aircraft sizes and technologies used. 
60 Foreign Exchange Rates (annual); online at http://www.federalreserve.gov/RELEASES/g5a/current/
(as of January 11, 2007).
61 https://bea.gov/.  See Appendix B for the list of GDP deflators used. 
62 Figures are rounded, providing a rough order of magnitude for this analysis. 

http://www.federalreserve.gov/RELEASES/g5a/current
https://bea.gov
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purchase price of the C-17 ranges from $210m to $250m.  In cases where the values 

are relatively close, their weighted average is used (with the quantities involved as 

weights).  Finally, the availability and quality of the data differs among options.  In 

many cases, assumptions and “educated guesses” of people with significant 

experience in the field or aircraft acquisition and costing have been used. 

Since lifecycle costs accrue over an extended period of time, a way to aggregate the 

costs that occur in different years is needed.  Classic discounting is employed in 

order to obtain their present values (PV) in the base year.  A cost that occurs in 

period t is converted to its present value by dividing it by (1+s)t, where s is the 

discount rate.  Therefore, the present value of the costs C of option A over the life of 

the asset are:63
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The choice of the discount rate is often the object of extensive debate, with different 

theories suggesting different values.  For example, governments usually have their 

own discount rates.  Two rates are used—5 and 10 percent (see Gebman et al., 

1994).

Non-Economic Factors 

Besides lifecycle costs, policy options are assessed according to non-economic 

criteria: their impact on operational effectiveness, organizational complexity (of 

implementation), legal, and political and related considerations.64

i. Operational effectiveness

This criterion examines the impact that each option has on the following: 

- Effective force deployment/fulfilling the outsize requirement: Ultimately, an 

option should satisfy a given requirement and improve performance in the 

theater of operations.  Whether an option satisfies the outsize lift requirement 

is particularly critical. 

- Flexibility: This refers to the ability of a strategic transport aircraft to undertake 

a wide range of missions and operate in a variety of environments. 

                                                
63 Boardman et al. (2001, pp.13-14). 
64 Some of these non-economic criteria for evaluating policy options are based on the North Atlantic 
Council study (2001). 
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- Market availability: In the case of transport aircraft, this depends on current 

and projected production trends as well as on worldwide possessions of such 

aircraft by providers, such as leasing companies. 

- Timely availability (responsiveness): The time frame for obtaining a critical 

capability is a very important factor in decision-making.  Some options can be 

implemented immediately or in the short term, while others are more suitable 

for medium- and long-term planning.  For instance, multinational 

arrangements usually take longer to develop and implement than national 

ones.  Nations can use a combination of options to satisfy both long- and 

short-term needs. 

ii. Organizational complexity (setup costs/management complexity) 

Pooling and other multinational arrangements require the establishment of new 

structures and organizations to manage these arrangements.  Apart from imposing 

extra (set up and operating) costs, multinational structures carry a high degree of 

complexity, which increases with the size of the arrangement.  For example, as the 

number of participants in the pool increases, the need to harmonize and integrate 

multiple national requirements and delivery schedules to meet different national 

military and budgetary demands increases.  Administrative and organizational 

complexity linked to multinational programs can take the form of excessive 

bureaucracy and duplicate procurement organizations; for example, oversight 

organizations that may be added to national program offices instead of replacing 

them.  There are also substantial costs in monitoring and controlling multinational 

arrangements.  Differences in national government procedures, working methods, 

military and business culture add complexity to such ventures.65  Finally, burden 

sharing issues such as the need “to distribute costs and benefits of the program 

fairly” fall under this category (North Atlantic Council, 2001, p. ii). 

iii. Legal considerations (requirements, restrictions) 

The legal system of some countries may not allow them to participate in certain types 

of arrangements (mostly joint ones) and thus these countries may require “high-level 

government approval to participate” (North Atlantic Council, 2001, p. ii). 

iv. Political considerations

                                                
65 Some of the costs of collaboration linked to organizational complexity may decline in the long term, as 
countries learn to cooperate more effectively with each other.
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Political and related considerations play a significant (if not decisive) role in 

negotiations and choices of capability development and procurement options, 

particularly multinational ones.  These factors are analyzed separately in the second 

part of the dissertation. 

Assessment of non-economic factors

In order to evaluate the non-economic factors (that influence strategic airlift decision-

making) in a more systematic way, several qualitative characterizations are used.  

Specifically, an option’s impact on operational effectiveness is assessed using the 

extent to which it satisfies the outsize criterion (YES or NO), as well as its flexibility, 

implications for the market availability of the capability, and implications for the timely 

availability/responsiveness of a capability (LOW/LIMITED, MODERATE, or HIGH).  

Finally, organizational complexity and legal requirements are categorized as LOW, 

SIGNIFICANT or HIGH. 

Evaluating Collective Options: The Economics of Pooling 

A central hypothesis of this dissertation is that pooling options for acquiring and/or 

managing capabilities offer significant advantages over national options.  In order to 

test that hypothesis, multinational options for fulfilling a specified European strategic 

airlift requirement are examined with respect to their impact on cost trends as well as 

with respect to the overall efficiencies and inefficiencies that they generate.  Given 

the limited evidence available on the cost savings from pooling, I use different 

approaches to provide rough orders of magnitude for such savings, in addition to an 

evaluation according to non-economic criteria. 

Evaluating joint/collective off-the-shelf procurement

In the commercial aircraft market, it is not unusual for manufacturers to offer 

discounts for the purchase of larger quantities.  Military aircraft are typically not 

discounted.  The only justification for such a discount would be an increase in the 

rate of production, which happens very rarely, if at all.  According to Boeing officials, 

this has not happened so far in the C-17 production line.66  Theoretically, a large 

multinational order (for example, above ten aircraft) could lead to an increase in the 

rate of production and thus create scale economies which would justify such a 

discount.67  One estimate of the discount that could result from a higher annual order 

                                                
66 Small-scale C-17 export orders (such as the four U.K. aircraft for lease) were accommodated by 
deferring delivery of USAF aircraft—without changing the rate of production. 
67 Author’s interview with Boeing official, October 2006. 
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is provided in a study on the “Commercial Application of Military Airlift Aircraft” 

(CAMAA Final Report, 2000): the unit price for a 15-unit-per-year buy of C-17s would 

be 14 percent lower than that of a 10-per-year buy.68

According to another estimate, an equivalent to a larger order in the military field 

would be a commitment to a multi-year buy, which typically results in savings of 6-7 

percent over annual purchase prices.69  For the purposes of this analysis, an average 

discount of 10 percent is assumed, which applies to a pooled European order of 

strategic airlift assets. 

Evaluating collective assured access agreements

The SALIS initiative is used to illustrate the costs and non-economic factors affecting 

the efficiencies and inefficiencies generated by such agreements. 

Evaluating pooled management of airlift capabilities

Data on the savings created by managing defense capabilities collectively is even 

scarcer than that on savings from collective acquisition.  Besides presenting the 

limited data that is available at the moment, the analysis also presents elements from 

three cases of pooled management of defense capabilities—the AWACS program, 

the NSAC initiative and the European Airlift Centre—in order to illustrate the potential 

benefits of such centralized management. 

AWACS and NSAC have been described in Chapter Two.  The AWACS program 

often has been characterized as a successful effort by NATO nations to jointly 

procure a complex defense system, while managing the operation and support of that 

system at the multinational level (North Atlantic Council, 2001).  The NSAC aims at 

creating a structure for managing capabilities that follows the AWACS model.  

Finally, the EAC is a multinational military organization whose goal is to optimize the 

air transport and air-to-air refueling resources of participating nations by providing a 

tool for coordinating these resources, thus using them more efficiently and effectively.  

While at an early stage in its development, the EAC is an encouraging effort to 

coordinate and rationalize limited existing—and potentially future—capabilities.70

Some aspects of the AWACS and EAC experiences as well as of the NSAC proposal 

are used to provide insights into the costs and benefits of pooling arrangements that 

                                                
68 Figures were provided by the USAF Strategic Lift Options Tiger Team (CAMAA, 2000, p. 31).
69 Author’s interview with Rob Leonard (RAND), May 2006. 
70 The EU Member States participating in the EAC are: Belgium, France, Germany, Italy, the 
Netherlands, Spain and the U.K.; Norway is an Associated Participant.  



72

combine national (EAC), joint (NSAC) or collective (AWACS) acquisition with joint 

management of assets and capabilities.

STEP 3: Summarize findings and draw conclusions 

The goal of this analysis is not to recommend an optimal or preferred solution for 

improving European strategic airlift capabilities.  There is no such solution—only 

different combinations of policy options, each with its own benefits and costs.  This 

dissertation provides a systematic evaluation of the key factors, tradeoffs and 

considerations in making policy decisions related to the acquisition and management 

of strategic airlift capabilities.  Its aim, once again, is to help policymakers with the 

process—and substance—of decision-making in that area (and potentially other 

areas as well).  The analysis places particular emphasis on the relative merits of 

pooling solutions for developing, owning and managing European strategic airlift 

capabilities. 
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CHAPTER FOUR 

FACTORS AFFECTING STRATEGIC AIRLIFT DECISION-MAKING 
– APPLICATION 

In this chapter, the methodological approach presented in Chapter Three is used to 

conduct a systematic review of the key factors influencing decision-making on strategic 

airlift matters and to evaluate alternative policy options for satisfying a given European 

strategic airlift requirement. 

STEP 1: Establish a European strategic airlift requirement 

The strategic (essentially outsize) airlift requirement of 12 C-17-equivalent aircraft for 

European NATO nations, derived from the North Atlantic Council (2001) study, is used 

as a starting point for the analysis.  This requirement is adjusted, taking into account the 

fact that some of the assumptions used to derive it no longer hold—for example, the 

combined A400M orders are much lower than the 288 assumed; also, at the time of 

writing, there are no plans to manage these assets as a pool—therefore, the actual 

requirement should be higher.1  For the purposes of this analysis, I assume that the 

European strategic outsize airlift requirement falls in the range of 20 to 40 C-17-

equivalent aircraft.  I use the midpoint of that range—30 aircraft—as a benchmark for 

developing policy options. 

SUB-STEP 1a: Project strategic airlift capacity available in 2015 

Starting in 2009, the A400M will enter into service with participating nations’ air forces.  

The A400M will remedy a significant part—though not all—of the European strategic 

airlift shortfall.  Specifically, the A400M will not provide outsize capability.  At the time of 

writing, the only EU nation possessing such capacity is the U.K.  By 2015 the U.K. 

should own five C-17s; however, these will not necessarily be made available for EU 

                                                
1 In addition to the changed assumptions, the adjustment of the original requirement takes into account the 
relevant literature and the author’s conversations with officials from European nations, the EU and NATO. 
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operations, particularly if the U.K. continues to deploy its forces as extensively as it does 

currently, implying a very high utilization rate for its C-17s.  The availability of heavy-lift, 

outsize-capable transport aircraft in the commercial market is relatively limited: the 

SALIS agreement is not scheduled to be in effect in 2015, although it could be extended 

through 2021.  Even if it is extended, however, the capacity it offers—two full-time An-

124 aircraft, shared among 16 nations—is insufficient for EU needs.  Finally, the recent 

NSAC initiative, assuming that it is implemented successfully, is projected to provide 

European NATO nations with an additional (military) airlift capability.  Of the big five EU 

nations, only Italy belongs to the NSAC.  The implications of NSAC for available outsize 

airlift capability, although included in the table below, are not taken into account in the 

analysis, since no binding agreement has been signed yet at the time of writing. 

Table 4.1 projects the possessions, in terms of strategic transport aircraft, of the five 

major EU nations in the year 2015.  NSAC and SALIS are shown as the total capabilities 

available, and not only as the flight hours owned by the specific nations, since the 

aircraft in both initiatives can be made available, in principle, for EU, NATO, UN or other 

operations, besides fulfilling the national needs of participating states.2

                                                
2 France and Germany committed to 550 and 750 An-124 flight hours respectively in the context of SALIS 
(SALIS Memorandum of Understanding, June 28, 2004).  Italy has committed to 300 C-17 flight hours in 
NSAC.
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Table 4.1: Existing and Projected Strategic Transport Aircraft Holdings for the EU-
Five in 2015 

Country / 
Aircraft type 

A400M C-17 An-124-100 
(FH/year) 

France 50  

Germany 60  

Italy    

Spain 27   

U.K. 25 5  

SALIS 2,000 (2 An-124-
100 full-time)3

NSAC 3-4

Total 162 8-9 2,000 

In addition to the above capabilities, EU nations have 17 strategic transport aircraft 

capable of carrying palletized cargo and 27 aircraft capable of carrying passengers.  

Most of these assets are commercial long-haul aircraft primarily designed to carry 

passengers.  Although some of them are adjusted to carry cargo (in pallets), they need 

developed infrastructure and specialized material handling equipment in the landing 

airfields.  This makes it almost impossible for them to land in austere airfields, implying 

significant potential delays (European Air Group, 2000). 

Furthermore, only a certain proportion of the aircraft presented above is readily available 

at short notice.  According to the European Airlift Study, mission availability of strategic 

transport aircraft is around 90 percent for both cargo and passenger-capable aircraft.  

This rate reflects the percentage of aircraft that is not available for tasking at any time, 

because of periodical and ad-hoc maintenance as well as all training requirements.  As 

the aircraft get older, availability declines.  Also, very often transport aircraft is multi-role, 

                                                
3 Assuming that SALIS will still be in effect in 2015. 
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with a lot of competing requirements on the same aircraft (for Air-to-Air Refueling,4

Medical evacuation or other missions), which decreases the available capacity even 

more.  The availability rate of the A400M is assumed to be 80 percent (European Air 

Group, 2000, p. 14).  This means that approximately 130 A400M and 15 other cargo-

capable aircraft (90 percent of 17) will be available to the five big EU nations at any 

given time. 

To summarize, EU nations primarily possess tactical transport aircraft, supplemented by 

some civilian long-haul transport aircraft.  Of the assets mentioned above, only the C-17 

and the An-124 can transport outsize equipment.  With these assets, EU countries are 

capable of responding to Petersberg-type contingencies over a medium range.  They 

only have a limited capacity to transport personnel and restricted palletized cargo over 

long ranges without landing in interim airfields or requiring mid-air refueling.  By the year 

2015, the strategic—particularly outsize—airlift capability available to EU countries, even 

collectively, will most probably be insufficient.5

Table 4.2 reviews some characteristics of the key aircraft types available on the market 

to satisfy European strategic airlift needs.  Although the A400M’s capacity places it 

between a strategic and a tactical transport, it can still fulfill some European strategic 

airlift needs and therefore is included in the following table. 

Table 4.2: Key Characteristics of Selected Strategic Transport Aircraft 

Aircraft Characteristics 

Max payload 
(tons)

Range at max 
load (km) 

Range at 77t 
load (km) 

Max volume 
(m3)

Outsize-
capable?

A400M 35 3,700 n.a. 342 No 

C-17 77 4,445 4,445 592 Yes 

An-124-100 120 3,150 5,925 900-1,270 Yes 

                                                
4 For instance, all French A400M will be AAR-capable, although only ten AAR kits will be procured; Spain 
plans to use nine of its A400M for AAR purposes. 
5 According to the European Airlift Study, even if the A400M is delivered on schedule, the first deliveries to 
each nation “will almost certainly not be available for immediate operational use, to allow for phase-in air 
portability trials, technical evaluation and training requirements” (European Air Group, 2000, p. 18). 
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STEP 2: Develop a framework for assessing key factors influencing decision-
making on airlift acquisition and use it to evaluate the policy options available for 
fulfilling the European strategic airlift requirement 

This step describes each policy option and then evaluates it according to the criteria 

presented in Chapter Three.  Each of the policy options presented is theoretically 

possible both at the national and multinational level.  Pooled acquisition (joint 

procurement) can be coordinated either by a lead nation or by a central organization.  In 

the latter case, for example, a central EU organization could—based on national and EU 

deployment priorities and transportation requirements— coordinate the purchase of 

strategic airlift assets or negotiate collective leasing, charter or other contracts on behalf 

of all EU nations or a sub-group of them.  Assets obtained through pooled acquisition 

can be nationally owned or they can be jointly owned by a group of nations.  Irrespective 

of ownership, strategic airlift assets can be operated and managed either at the national 

level (the status quo) or at the European level (operational pooling/pooled management)

by centrally allocating those assets to different missions and by integrating functions 

related to operations, support and maintenance and other areas. 

Given the current restrictive budgetary environment and the high cost of strategic 

transport aircraft, most nations are unable to purchase and maintain their own.  

Multinational pooling options increasingly are seen as the only viable alternative.  

European nations are familiar with such options, but they have used them mainly on an 

ad-hoc basis. 

The table below provides an overview of the relevant policy options, with examples, 

where available.  Some of the examples are described in more detail in this chapter. 
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Table 4.3: Overview of Policy Options 

NATO charter of 
Antonovs for 
humanitarian 

missions

ACQUISITION Joint / CollectiveNational

Development /
production

Off-the-shelf 
purchase

Leasing

Charter

Assured access /
requisitioning

OPERATIONS /
MANAGEMENT 

C-130s in Europe; 
potential U.K. C-17 

purchase

U.K. C-17 lease

Airbus  A300,  
Antonovs in Iraq & 
Afghanistan & to 

deliver tsunami aid

Joint / CollectiveNational

Falklands (UK)
CRAF (Gulf war etc.)

C-160, A400M, 
Eurofighter, Tornado

SALIS

AWACS (NSAC)

NAMSA (SALCC)

National Joint Joint

Different forms and 
degrees of joint 
management:
EAC / SCC 
(centrally managed 
capabilities)
Joint deployment to 
Kyrgyzstan
Dutch, German 
transport 
agreement
Potential joint 
management of C-
130 or A400M fleet

The framework proposed in Chapter Three involves economic and non-economic factors 

that influence the decisions European policymakers make among alternative policy 

options for acquiring airlift capacity.  Table 4.4 presents some further characteristics of 

the three relevant transport aircraft:6

                                                
6 Although the A400M is not examined among the options available to the big five EU nations (their A400M 
orders are part of the assumed baseline capacity), it is included in some of the tables for reference. 
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Table 4.4: Key Features of Strategic Transport Aircraft Available to European 
Nations

Aircraft
type 

Options for 
which 

available

Time-frame
of

availability 

Key  advantages Key disadvantages 

C-17 Purchase 

Lease

Medium term 
(2006-2012)
Long term 
(2012- ) 

Outsize/oversize-
capable

Proven capability/ 
performance

Flexible (able to 
land on short, 
unpaved runways; 
equipped with 
defensive
measures) 

Expensive 

Limited availability 
depending on 
production schedule 
and USAF needs 

Not immediately 
available; may take 
time to set up deal 

An-124-100 Purchase 

Lease

Charter

Assured access 

Short-,
medium- and 
long term 

Outsize/oversize-
capable

Much lower 
price/costs than C-
17

Available on the 
market

Possible technical 
reliability, flexibility 
and  performance 
issues (e.g. unable to 
land on small, 
unpaved runways; 
lacking defensive 
measures) 

Assured access 
costs 

Limited quantities 
available 

Usage restrictions 

A400M Purchase Medium term 
(2009- ) 

Long term 

Large capacity 
compared to C-130 

Relatively flexible 
(able to land on 
small, unpaved 
runways; equipped 
with self protection 
measures) 

Political advantages 
(European solution) 

Not outsize-capable 

Repeated delays in 
delivery date and 
potentially rising 
costs 
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The C-17 appears to have several advantages over the Antonov in terms of 

performance.  First, the C-17 can land on short, unpaved, austere runways, while the 

Antonov, mainly due to its size, is restricted to large airfields and long runways (Agüera, 

2003a).7  Second, the Boeing aircraft has defensive aids and self-protection measures, 

which the An-124-100 does not, being a commercial variant of a military aircraft.  

Therefore, the Antonov is not suitable to operate in hostile environments.8  Third, the C-

17 has an advantage in terms of operational and technical reliability, while the An-124 is 

not NATO-certified to carry passengers due to questionable reliability (Whelan, 2005).  

Specifically, the An-124 suffers from occasional mechanical problems (e.g. engine 

failures); high fuel consumption; and poor systems integration (“Oversized, Overfilled?,” 

1998).  Finally, the cargo hold of the An-124 is not pressurized, which can cause 

damage to some types of cargo (Sprenger, 2006). 

On the other hand, the Antonov is twice as large as the C-17 and, therefore, can fit more 

loads.  Also, according to an aerospace analyst, the Antonov’s alleged inferiority in 

landing on unpaved runways due to its weight may be misleading, as the aircraft can 

“spread out” its weight over 24 landing wheels during landing.9  Finally, the An-124 can 

perform civilian as well as many military missions, which increases its utilization and 

return on investment compared to purely military transport aircraft such as the C-17.  

The A400M’s capacity puts it between the C-130 and the C-17 and way below the 

Antonov: the size of the A400M’s cargo compartment and volumetric capacity is two-

thirds that of the C-17 (Sutton, 2002) and double that of the C-130J (Assembly of WEU, 

2001c).10

                                                
7 The An-124 is unable to land in areas with limited infrastructure.  For example, the Antonov can land only 
on the large (Soviet-built) runways of Kabul airport, but not in other areas of Afghanistan.  Even in Kabul, 
due to its size and to space limitations, a landed Antonov can block the whole runway for hours while it 
unloads its cargo (author’s interview with EDA officials, October 2006). 
8 The SALIS contract restricts the aircraft for use in "an environment that does not require defensive aid 
equipped cargo aircraft” (Sprenger, 2006; also cited in Whelan, 2005). 
9 Author’s interview with Herman Kurapov, Cambridge, MA, May 2006. 
10 To illustrate, the A400M can transport a Super Puma tactical helicopter or two Tiger assault helicopters.  It 
can also transport standard ground equipment, such as six jeeps with a trailer or two standard 20-foot 
containers. 
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1. Ownership 

a. National ownership: Off-the-shelf procurement 

Ownership refers either to national development and production of assets or to off-the-

shelf purchase.  For European nations, development and production of strategic 

transport aircraft is not realistic at the national level: it is costly and uneconomical, given 

the very low numbers that can be ordered and produced.  The most common tactical 

transport aircraft in European transport squadrons—the C-130—was acquired off-the-

shelf from the United States.  The A400M is currently produced in Europe, but as a 

multinational effort. 

Currently, the only strategic transport aircraft available to EU nations for off-the-shelf 

purchase are the C-17 and the Antonov An-124-100.  There are caveats regarding the 

future availability of both airplanes, as is discussed below.11

Option evaluation 

Economic factors: Cost trends 

Ownership is the most expensive way of acquiring a capability and is generally used for 

capabilities that are not consistently available through other options.  Outsize lift is such 

a capability, given that most aircraft available (for lease or charter) in the commercial 

market are not outsize-capable. 

Ownership of a strategic transport aircraft involves high capital and infrastructure 

investment.  The acquisition price is only a part of the total costs of owning and 

operating the aircraft.  Downstream costs such as operating and maintenance vary 

according to the type of aircraft (size, types of engines, technologies employed etc.) and 

include the costs of providing a main operating base, training, support and associated 

infrastructure.  Purchasing and downstream costs together give the lifecycle costs of 

owning an aircraft.   

As a result of the high costs involved, ownership offers better return on investment when 

the capability is used frequently, which excludes smaller countries, since their airlift 

                                                
11 The A400M should be available for exports to those countries not participating in the program; however, 
the focus of this analysis is on options for the big five European nations. 
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assets have low utilization.12  Also, given the high costs of ownership, it is likely that 

European nations will use this option in combination with other options: for instance, EU 

nations can purchase the required outsize capability, while fulfilling the non-outsize part 

of their airlift requirement in a relatively cheaper way, by leasing or chartering aircraft. 

In the following tables (4.5 and 4.6), each of the big five European countries is assumed 

to order a specific quantity of aircraft.  Two choices are considered: the C-17 and the An-

124.  The quantities ordered are based on the A400M orders with some adjustments.13

It is assumed that the quantities of An-124 procured are half of the C-17 quantities, given 

that the Antonov aircraft possesses roughly double the airlift capacity of the Boeing.  The 

total quantity procured is 30 C-17-equivalent aircraft—the benchmark requirement 

established in the first step of this analysis. 

Table 4.5: Estimate of Quantities of C-17 and An-124-100 Purchased 

Countries
Number of 
A400M on 

order
% of total 

order
Number of 

C-17
procured

Number
of An-

124
procured

U.K. 25 14% 4 2 

France 50 28% 8 4 

Germany 60 34% 10 5 

Italy 16 9% 3 1 

Spain 27 15% 5 3 

Total 178 100% 30 15 

Table 4.6 presents trends in the costs that the big EU-five would incur in owning either 

one of the competing aircraft.  The A400M is included in the table for comparison 
                                                
12 Smaller countries could also buy military airlift sorties from other countries to supplement their capabilities.  
This is similar to the German-Dutch transport agreement. 
13 For example, although Italy is no longer part of the A400M program, I have included the initial quantity it 
ordered, which should reflect the country’s assessment of its strategic airlift requirement. 
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purposes; given the A400M’s payload, the quantity purchased is assumed to be double 

the C-17 orders. 

Boeing quotes a “flyaway” or purchase price for the C-17 of $210 million.  This price is 

also supported by the literature (CBO, 2005).  Regarding the A400M, public sources list 

an export price of $130 million (105 million euros).  The An-124 costs $80 million to 

purchase.  This price refers to used aircraft, which is the only type of An-124-100 

currently available (Kurapov, 2006).  CBO (2005) estimates the annual operating costs 

for the C-17 to be $12 million; Airbus gives an estimate of $8.4 million per year for the 

A400M, a number which is also used for the An-124, for lack of more precise data for the 

Russian plane’s operation and maintenance (O&M) costs.  The cost of infrastructure 

potentially required for basing and maintenance is not explicitly taken into account. 

Since each nation procures to cover only its own needs, the quantities purchased 

individually are too small to justify a price discount.  As shown in the table below, the 

price of the C-17 is more than twice that of the Antonov and the total cost of the C-17 

purchase is four times that of the An-124 buy.14  Prices are in 2005 dollars.15

Table 4.6: Cost Trends in National Off-the-Shelf Acquisition ($m) 

Aircraft Purchase
price,

national
buy 

Total
acquisition

cost

Discounted16

20-year O&M 
cost

Total
lifecycle 

cost

C-17 210 6,300 2,800 9,000

An-124-100 82 1,200 1,000 2,200

A400M 130 7,800 3,900 11,700

                                                
14 The numbers are rough estimates, rounded to the nearest hundred. 
15 This applies to the whole cost trend data. 
16 These results assume a five percent discount rate.  For detailed cost trends using both a five and a ten 
percent discount rate, please see Appendix B. 
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Given the high cost of strategic transport aircraft, the stagnant European defense 

budgets and the relatively low priority accorded to expeditionary capabilities by public 

opinion in most European countries, off-the-shelf purchase of such aircraft is not a 

realistic option at the individual-nation level.  In addition, the complexities and expenses 

of establishing a fleet, airbases and training crews are other reasons why nations 

generally choose not to buy their airlift capabilities (Ivanov, 2003).  There are, of course, 

exceptions: the U.K. has decided to buy its four leased C-17s and even add a fifth one; 

Sweden is considering the purchase of two C-17s, although the details of such a deal 

are not yet clear.17

Non-economic factors 

Key factors, besides cost, that influence decision-making with respect to the acquisition 

of strategic airlift assets, include: 

i. Operational effectiveness 

- Satisfies outsize requirement: YES.  Ownership of either the C-17 or the An-124 

satisfies the outsize airlift requirement. 

- Flexibility: HIGH.  Owning military aircraft offers flexibility in terms of the missions 

and environments in which that aircraft can be used.  Such aircraft is specifically 

designed to fulfill military missions and operate in hostile environments and is 

equipped with specialized protection equipment for that purpose.  In contrast, as 

will be seen below, leased or chartered commercial aircraft does not possess 

such protective mechanisms, carries restrictions with respect to its use or 

requires the payment of extremely high insurance fees for use in less secure 

environments.   

- Market availability: RELATIVELY LIMITED.  In theory, a country that disposes of 

adequate funding should be able to acquire strategic airlift capacity without 

complications.  However, technical problems, uncertainties and delays in aircraft 

production can cause difficulties in the acquisition process.  For instance, there is 

considerable uncertainty over whether Boeing’s production line for the C-17 will 

                                                
17 Author’s interview with official from the Swedish Armed Forces Planning Staff, October 2006. 
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be kept open.18  In fact, it has been argued that “…in order to economically 

acquire C-17s, European nations/NATO must act quickly while the current U.S. 

Air Force multi-year production rate is being maintained…there is a very limited 

window of opportunity for Europe/NATO to indicate willingness to either buy or 

lease C-17s” (North Atlantic Council, 2001, p. I-8). 

The An-124-100 is a different case.19  There are only about 25 used aircraft 

currently available—through leasing companies—on the global commercial 

market.  The aircraft itself is no longer in production, although there is an ongoing 

discussion in Russia about reviving production by AviaStar, the large Russian 

aircraft manufacturer.  Although political support for such an initiative exists, 

funding issues may still prevent it from realization.20  According to some analysts, 

existing aircraft can be safely used for the next four to five years only—and 

therefore, in principle, should be obsolete by 2015.21

Finally, the A400M has not yet been operationally tested and will not be available 

for exports before at least 2010 or later. 

- Timely availability: HIGH.  In principle, once owned, aircraft should be readily 

available, irrespective of market conditions.  Still, acquisition procedures may 

take a long time: there may be complications in securing the necessary funding 

and obtaining political or approval, or delays due to security concerns and 

restrictions in technology transfer from the country producing the aircraft.

                                                
18 The last C-17 was scheduled to be delivered by Boeing to the USAF in spring 2008.  After that, the C-17 
production line would most likely be disassembled, while the machine “tooling” would be stored at an 
undisclosed site to preserve the option of building additional C-17s, should that be necessary in the future 
(Bennett, 2006).  A recent additional USAF order for ten aircraft and 15 more in foreign sales have 
postponed the line closure to late 2010 or even early 2011, if NSAC goes into effect (author’s interview with 
Boeing official, November 2006). 
19 Comments on the market availability of the Antonov An-124-100 are based on the author’s interview with 
Herman Kurapov (Cambridge, MA, May 2006). 
20 The influx of revenues through the SALIS initiative may help with funding problems. 
21 In addition to the 25 aircraft available commercially, there are also around 25 more that belong to the 
Russian Military Transport Aviation.  Eight of them are in service and the rest are in long-term storage.  In 
recent years, there has been an effort by Russian commercial airlines to take the fuselages from these 
military aircraft and adjust them to be used commercially.  Polyot, one of those airlines, has already put 
three such aircraft in service.  This could be an interesting option if the production of the Antonov does not 
resume.
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ii. Organizational complexity: LOW

Acquiring strategic transport aircraft nationally makes use of existing procurement 

mechanisms and structures and therefore does not involve any extraordinary level 

of complexity. 

iii. Legal requirements: LOW

No special legal provisions or barriers are envisaged, although in such cases politics 

may influence legal issues, such as for example in the case of Congress-stipulated 

restrictions on technology transfer linked to a potential sale of C-17 aircraft to a 

European nation or group of nations.  Some European nations, such as Germany, 

require parliamentary approval before they can secure the funding necessary for 

procurement orders of significant size.  There is a standard legal procedure for that. 

b. Multinational ownership: Co-development/co-production or joint off-the-
shelf procurement 

Collaborative development and production of defense equipment in Europe is not new; it 

has been going on since the 1960s, particularly in aerospace (aircraft, helicopters, 

engines, and missiles).  The European experience includes several collaborative 

programs, both past—such as the Tornado fighter22 and the Jaguar attack aircraft23—

and ongoing—the Eurofighter combat aircraft (Germany, Italy, Spain, U.K.); the Multi-

Role Armored Vehicle or MRAV (Germany, Netherlands); the Tiger attack helicopter 

(France and Germany) and many others.  European nations have even produced tactical 

transport aircraft that way—the Franco-German C-160 Transall program—although they 

have never produced strategic transport aircraft. 

In recent years, multinational acquisition, either co-development and co-production or 

joint off-the-shelf purchase, not only has become an increasingly attractive option, but 

often the only option for European governments to afford much-needed capabilities.  The 

A400M program is a reflection of that realization, a jointly developed and produced 

                                                
22 The Panavia Tornado family of twin-engine fighters was jointly developed by the U.K., Germany and Italy. 
23 This aircraft was initially produced to meet a joint Anglo-French requirement in 1965 for a dual-role 
advanced/operational trainer and tactical support aircraft; since then, the Jaguar has been transformed into 
a potent fighter-bomber (http://www.raf.mod.uk/equipment/jaguar.html, as of July 7, 2006). 

http://www.raf.mod.uk/equipment/jaguar.html
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aircraft.  Examples of collective off-the-shelf purchase—both in the context of NATO—

are: the AWACS program, NATO’s largest commonly-funded acquisition program; and, 

most recently, the NSAC initiative. 

Option evaluation 

The success record of joint European programs24 has been mixed.  The section that 

follows explores the cost- and non-cost-related factors that influence decision-making 

regarding common and joint acquisition options. 

Note: Although pooled acquisition of aircraft does not necessarily entail joint 

management, the existence of common or, at least, interoperable airlift fleets could allow 

for improvements in efficiency and effectiveness and save on costs by combining 

training, maintenance and other support activities.  These savings are harder to quantify 

than simple price discounts and therefore are not reflected in the numbers below—which 

should be taken as lower-bound estimates. 

Economic factors: Cost trends 

In pooled acquisition, larger orders and centralized contracting can theoretically lead to 

cost savings from lower prices.  If EU nations were to procure transport aircraft 

collectively as a consortium, they might be able to benefit from a more advantageous 

price, which would reflect scale economies for the supplier of a larger order (a higher 

production rate per year or a large, multi-year procurement order, or both) or increased 

negotiating power for the consortium as a buyer, compared to individual nations—or 

both.25  In Chapter Three, a roughly estimated price discount of ten percent is proposed 

for a 30-unit collective purchase.  The resulting discounted price for the C-17 is $189 

million, while that of the An-124 is $74 million. 

                                                
24 For the purposes of this analysis, a program is considered successful if it keeps to schedule and cost 
forecasts.
25 On the other hand, one could argue that individual nations with acquired experience in chartering 
contracts and established relationships in that area might be able to obtain cheaper rates than a EU or other 
multinational chartering organization. 
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The central organization managing joint procurement need not be very complicated.  A 

relatively low organizational overhead of $300,000 is assumed, based on the annual 

overhead budget the European Airlift Centre.26

Table 4.7 shows the cost trends for collective off-the-shelf acquisition of the C-17 vs. the 

An-124, comparing these trends to the costs of national procurement.  Given the 

expected price discount, acquisition costs decline slightly in a joint effort, although 

operational costs remain the same (assuming that the purchased aircraft is still 

controlled and operated nationally). 

Table 4.7: Cost Trends in Collective Off-the-Shelf Acquisition ($m) 

Aircraft Total

national

ownership

cost27

Collective
price

(national
price)

Total
acquisition

cost

Discounted
20-year 

O&M cost 

Total
lifecycle 

cost

C-17 9,000 189 (210) 5,700 2,800 8,500

An-124-100 2,200 74 (82) 1,100 1,000 2,100

Non-economic factors 

i. Operational effectiveness 

- Generally: MODERATE TO HIGH.  Joint procurement of a single type of aircraft 

increases the interoperability among the Air Forces of participating nations, and 

thus the potential effectiveness of joint operations.  However, if the jointly 

procured capability remains under national control—which has been the case so 

far, for example, in the Eurofighter and A400M programs—the significant 

additional advantages and improvements in operational effectiveness from the 

centralized deployment and management of the acquired capability are foregone. 
                                                
26 It is assumed that the staff of that organization will be seconded from national staff.  See case study of 
EAC in following section on operational pooling. 
27 These figures are used for comparison purposes.  



89

- Satisfies outsize criterion: YES (as in the national option) 

- Flexibility: HIGH (as in the national option) 

- Market availability: LIMITED.   The larger the quantities required, the more 

complicated it may be to obtain the aircraft in a timely manner, given the 

uncertainty surrounding the production of both the C-17 and the An-124.  

Furthermore, even if the production of both aircraft were secure, obtaining the 

required number of aircraft by EU nations would require that EU needs be taken 

into account in the Boeing/USAF multi-year production/procurement program or 

the equivalent Antonov program.  Significant advance notice would be needed to 

set up production and negotiate the contracts—particularly in the case of the C-

17, due to U.S. security concerns. 

- Timely availability: HIGH.  Owned aircraft, whether nationally or jointly purchased 

is more likely to be available in a timely way than non-owned aircaft—as long as 

it is managed nationally.  The timely availability of an airlift capability may 

become an issue if the aircraft is managed at the multinational level. 

ii. Organizational complexity: LOW

Collective procurement of a capability requires an organization that coordinates and 

manages the acquisition process on behalf of participating nations.  Such an 

organization need not necessarily be complicated or costly. 

iii. Legal requirements: LOW

Given that the investment sums involved are high, some nations may require 

authorization (parliamentary, ministerial or other) to enter into joint procurement 

agreements.  The procedures to obtain such authorization should not be any more 

complicated than in the case of national acquisition.  According to the North Atlantic 

Council (2001, p. 7-6) there are no show-stopping restrictions in national legislations 

that would prevent participation in collective acquisition. 
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2. Long-term leasing 

Leasing is the provision of assets and/or services that are owned by the provider (an 

aircraft producer, bank, national government, commercial leasing company or other 

entity), who receives annual payments by the leaseholder (usually a government) for 

their use.  In military aircraft leasing, the leaseholder operates the assets, and is 

responsible for the crews, tasking, basic maintenance and common operating costs, 

such as fuel.  The provider usually is responsible for full logistics support, including crew 

training and higher-level maintenance (North Atlantic Council, 2001).  Leasing typically 

involves the use of the aircraft for a set period of time for a set fee (Agüera, 2003a). 

There are different types of leasing agreements with different conditions regarding the 

provision of crews, maintenance, insurance and other elements.28  A lease agreement 

may also take the form of a “lease to buy” contract, where the leaseholder has the option 

to buy the assets after a specified lease period. 

a. National leasing 

Leasing is usually chosen by nations in order to cover short- and medium-term airlift 

needs when the anticipated utilization of the assets is too short to justify the costs of 

ownership and at the same time too long to justify the costs of charter.  Alternatively, 

assets may be leased as an interim measure in anticipation of a more desirable (more 

capable, less expensive, more politically acceptable) asset.  Typically, the provider 

imposes restrictions on the user in order to ensure the good condition of the assets.  

These restrictions may take the form of limitations on the number of flight hours or on the 

types of missions for which the assets can be used. 

                                                
28 These types include ACMI (Aircraft, Crew, Maintenance, Insurance), “wet” and “dry” leases.  In ACMI 
leases, the provider supplies the aircraft, crews; including their salaries and allowances; all aircraft 
maintenance; and insurance.  The provider charges for the block (flight) hour and, depending on the type of 
aircraft, sets a minimum guaranteed limit of block hours per month.  The leaseholder must pay the amount 
for the minimum guaranteed block hours, whether the airplane flies or not, and has to pay variable costs 
such as fuel, landing fees and others.  A “wet lease” is basically ACMI that can last from one month to one 
or two years, while a “dry lease” is the lease of the basic aircraft without insurances, crews, maintenance 
etc. and usually lasts two years or more (source: http://www.globalplanesearch.com/view/aircraft/aircraft-
leasing-def.htm, as of January 10, 2007). 

http://www.globalplanesearch.com/view/aircraft/aircraft-leasing-def.htm
http://www.globalplanesearch.com/view/aircraft/aircraft-leasing-def.htm


91

The most recent example of leasing of strategic airlift assets is the U.K. lease of C-17s 

which cost 750 million pounds ($1.08 billion in 2001 dollars)29 for an initial period of 

seven years. 

Currently, the main candidates for leasing that can satisfy EU nations’ strategic airlift 

shortfall are the C-17 and the An-124-100. 

Option evaluation 

Economic factors:  Cost trends 

In terms of funds spent over time, leasing can be as expensive as (or, as in this case, 

more expensive than) purchasing off-the-shelf.  However, leasing has the advantage 

that it allows nations to spread their expenditure over a period of time, avoiding a large 

expenditure upfront.  Another reason why nations choose leasing over ownership is 

flexibility: the leasing nation does not need to invest in infrastructure (capital investment), 

at least not to the extent necessary when owning and operating a capability.  Logistical 

procedures do not need to be established by the leasing party, since they come with the 

leasing package.  For these reasons, running costs are usually lower than in the case of 

ownership.30  Finally, both leasing and ownership are among the preferred options when 

the asset in question is expected to be used frequently, in which case these expensive 

options allow for increased return on investment. 

Table 4.8 presents trends in national leasing costs for the C-17 and the Antonov An-124-

100.  I assume that the number of aircraft leased by each country is the same as the 

number that country would purchase off-the-shelf.  The annual leasing price per aircraft 

(including training and support provided by the supplier) is $44 million for the C-17 and 

$15 million for the Antonov.  I assume that O&M costs—beyond those included in the 

lease price and taken up by the supplier—are roughly 70 percent of those applicable to 

                                                
29 Average USD/GBP exchange rate for 2001: 1.4396, from the Federal Reserve Statistical Release; online 
at http://www.federalreserve.gov/RELEASES/g5a/20040102/ (as of January 16, 2007). 
30 In military leases, crews are a national responsibility.  Training and high-level maintenance are usually the 
responsibility of the provider: in the case of the U.K. C-17s, Boeing and USAF personnel offer technical 
support and maintenance training at RAF Brize Norton for the lifetime of the lease.  Furthermore, basic 
conversion training on the C-17 for RAF aircrew is undertaken at Altus AFB, Oklahoma, where the USAF 
conduct all their aircrew training for their various strategic transports (Stedman, 2001).  Also in the case of 
the C-17, maintenance and spare parts management is provided by the USAF 
(http://www.globalsecurity.org/military/systems/aircraft/c-17-fms.htm; as of June 8, 2006). 

http://www.federalreserve.gov/RELEASES/g5a/20040102
http://www.globalsecurity.org/military/systems/aircraft/c-17-fms.htm
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full ownership of the assets: around $7 million for the C-17 and around $5 million for the 

Antonov. 

As seen from the table, leasing for the whole period of 20 years seems to be much more 

expensive than ownership.  Also, the difference between the two aircraft types is a little 

less wide than in purchasing: the Antonov unit lease price is three times lower than that 

of the C-17; overall, the Boeing aircraft costs three-and-half times more to lease than the 

Antonov. 

Table 4.8: Cost Trends in National Leasing ($m) 

Aircraft Leasing
price

Annual leasing 
cost (incl. national 

O&M expense) 

Discounted 20-
year total cost 

C-17 44 1,500 12,800

An-124-100 15 400 3,500

Non-economic factors 

i. Operational effectiveness 

- Satisfies outsize requirement: YES.  Both the C-17 and the An-124 satisfy that 

requirement. 

- Flexibility: HIGH.  Besides financial flexibility (avoiding high upfront costs), 

leasing options also offer some degree of operational flexibility.  Military aircraft 

on long-term lease have almost the same degree of flexibility as purchased 

aircraft.  That flexibility is lower for commercial aircraft whose operation in certain 

kinds of environments (e.g. hostile). 

- Market availability: LIMITED.  Leasing, in principle, provides a nation with 

guaranteed timely access to a capability that is available in the market.  In the 
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particular case of the C-17 and An-124 aircraft, market availability is limited for 

reasons linked to the future prospects for the production of both aircraft.31

- Timely availability: HIGH.  In terms of reliable, timely access to airlift assets, 

leasing is the option that comes closest to ownership, since the nation leasing 

the aircraft has significant control over it and can call it up at all times.  Leasing is 

also faster to implement than off-the-shelf purchase (or production).  Still, in 

some cases, it may take up to a year or 18 months from the signing of the 

leasing contract for the leased aircraft to become available (Agüera, 2003a). 

ii. Organizational complexity: LOW

Leasing agreements are standard in the field of aerospace and should not pose many 

organizational complications to set up.  No special contracting organization is 

necessary in the case of a national lease. 

iii. Legal requirements: LOW

In principle, there should not be any legal restrictions on the use of leased military 

aircraft (such as, for example, restraints o flying miles) imposed by the provider.  Such 

was the case of the C-17 leased by the U.K.32  In leasing of commercial aircraft, the 

provider may place limitations with respect to the types of missions the aircraft can 

undertake, the environments in which it can operate (hostile environment operations 

are usually restricted), the number of annual flight hours and other limits.  Agreements 

are standard, however, and do not pose any particular legal challenges. 

b. Joint leasing agreements 

Under this option, the assets are leased and operated by a multinational group, for 

example, a EU or NATO entity.  European governments have, on occasion, considered 

leasing airlift assets in order to fill their airlift capacity gap until the A400M enters into 

service.  Both the C-17 and the An-124-100 have been viable candidates: European 

NATO nations have, at some point, evaluated and compared the advantages and 

                                                
31 “Additionally, some analysts have questioned whether the United States would allow other countries to 
use its equipment, with or without a leasing arrangement, on missions it disapproved of” (Whelan, 2005). 
32 “There are no contract restrictions on our use of the leased C-17 aircraft” (The United Kingdom 
Parliament, 2002).  
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drawbacks of leasing or chartering one or the other aircraft or a mixed-fleet solution 

(leasing C-17s and chartering An-124-100),33 ultimately opting for the Antonov through 

the SALIS agreement. 

Option evaluation 

Economic factors: Cost trends 

In order to estimate cost trends in leasing options, a price advantage is again assumed 

for larger deals: a ten percent discount is applied to the combined lease of 30 aircraft by 

a consortium of EU nations.  This results in an annual leasing price of $39 million for the 

C-17 and $13 million for the An-124.  Overall, collective leasing offers a slight cost 

advantage compared to national leasing. 

Table 4.9: Cost Trends in Joint Leasing ($m) 

Aircraft 20-year 
national
leasing

cost

Joint
leasing

rate

Annual leasing cost 
(incl. national O&M 

expense)

20-year 
discounted
collective

leasing costs 

C-17 12,800 39 1,400 11,700

An-124-100 3,500 13 400 3,300

Non-economic factors 

Joint leasing agreements have similar characteristics to national ones.  Some 

differences are presented below: 

i. Operational effectiveness 

- Overall, joint leasing may increase the attractiveness and likelihood of integrating 

the support, maintenance, logistics, training and potentially other functions of the 

jointly procured aircraft, since these are typically the responsibility of the 

                                                
33 The high logistics and infrastructure requirements of such a solution would strongly disadvantage such a 
mixed option (author’s interview with defense industry consultant, March 2006). 
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(common) provider.  Successfully integrated support and other functions may, in 

turn, increase nations’ interest in operational integration.

- Market availability: LIMITED.  As the quantities required for lease increase, 

obtaining the required assets becomes more difficult given the production issues 

with both aircraft. 

- Timely availability: HIGH.  Once the assets are in hand, timely availability is not 

an issue. 

ii. Organizational complexity: SIGNIFICANT to LOW

- Collective leasing requires the establishment of a new central organization to 

manage the contracting—and the leasing process in general.  This organization 

may be responsible for a series of tasks, including:

 Negotiating and concluding the contract on behalf of participating nations;

 Assuming payments of leasing fees and insurance on behalf of nations 

while managing the cost-sharing among them; 

 Negotiating and establishing the rules of access to the leased assets; 

 Allocating the rights of access to the leased assets and resolving disputes 

in that area; and other tasks. 

The last two tasks apply to the case where the jointly leased assets are part of a 

pool available to participating nations. 

- Joint leasing does not require—as in the case of ownership—a full, multinational 

support organization, since the provider usually provides logistic support for the 

leased aircraft (North Atlantic Council, 2001). 

- In principle, setting up and operating the central/contracting organization is not 

complicated.  Such an organization could be based on the model of the AWACS 

contracting and management organization.  The same overhead is assumed as 

in collective acquisition. 

iii. Legal requirements: SIGNIFICANT

Nations may need to obtain authorization (parliamentary, ministerial or other) to enter 

into multinational leasing arrangements, particularly since there are large sums involved 
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in such contracts.  Also, national legislation must allow nations to enter into such 

contracts.

3. Charter 

a. National charter 

Charter involves ad-hoc arrangements for the provision of air transport capacity, as 

required for specific missions (fixing the number of trips) and time frames.  The charter 

company provides the crews (Agüera, 2003a).  Chartering airlift capability (particularly 

long-range heavy lift) has become an increasingly popular option for European 

governments in recent years.  This is due both to the fact that charter does not require 

any investment in infrastructure, but also due to the increased need for European forces 

to rapidly deploy in out-of-area operations, which has outpaced the increase in European 

nations’ airlift asset inventories.  As a result, where EU assets have been insufficient or 

inadequate to satisfy peak demand in crisis management operations, nations have had 

to augment their military airlift capabilities by chartering from the commercial sector.  EU 

nations have also relied on chartering in the open market for training and other 

peacetime uses.  For example, the charter market is widely used for scheduled or 

routine passenger services in peacetime (European Air Group, 2000). 

There are several dedicated cargo and heavy cargo companies, which offer assets for 

charter, such as Air Foyle HeavyLift Ltd in the U.K., Lufthansa Cargo from Germany, 

Volga-Dnepr and Polyot from Russia, and Antonov Airlines (Antonov Design Bureau or 

ADB) from the Ukraine.  These companies are equipped with significant fleets of outsize 

cargo aircraft, such as An-124-100, An-225, Il-76 and others.  Air Foyle brings seven An-

124-100 and one An-225 to the market and Volga-Dnepr ten An-124-100, among other 

aircraft.34  The C-17 is not available for charter or assured access arrangements, since it 

is not operated by a civil company. 

Volga-Dnepr, the largest An-124-100 operator, conducted charter flights worth over $100 

million to support European nations’ military operations in 2002, including 260 flights to 

Afghanistan (Ivanov, 2003a).  Between 2001 and 2003, Volga-Dnepr made around 317 

                                                
34 Volga-Dnepr website: http://www.voldn.ru/eng/comp/profile/ (as of February 21, 2006); Air Foyle-HeavyLift 
website: http://www.airfoyle.co.uk/ (as of February 21, 2006). 

http://www.voldn.ru/eng/comp/profile
http://www.airfoyle.co.uk
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flights to Afghanistan in support of coalition operations.  Between 1992 and 2003, the 

same company had performed more than 800 flights with military cargoes, including 405 

for the U.K. MoD, 220 for UN peacekeeping operations, 144 for the U.S. DoD and 58 for 

the French MoD. 

Option evaluation 

Economic factors: Cost trends 

Charter is often preferred—even by countries with significant national strategic airlift 

capabilities—because it is less binding than off-the-shelf purchase or leasing and can 

cover shortfalls at times of peak usage.  Charter does not involve any acquisition or 

infrastructure costs, since nations do not need to own and maintain specific airlift 

capabilities, nor does it involve retainer or listing fees.  The bulk of charter costs are 

usage costs, which are expressed in terms of flight hours.   

Charter rates include several types of costs:35

 Fixed costs, such as personnel (cockpit crew),36 depreciation, normal risk 

insurance, war risk insurance, and interest; 

 Variable costs—which depend on aircraft utilization (FH)—such as maintenance 

(personnel, infrastructure) and operating costs (fuel, landing fees, 

engineering/logistic support); and 

 Profit for the charter company. 

Usage costs are charged at spot market rates that vary according to market conditions 

and demand.  As a result, charter rates may vary widely and charter can become 

particularly expensive in times of crisis, when the market is flooded with demand for 

transport services, and competition drives up the price.  For example, An-124 charter 

rates range from $10,000 to $35,000 per flight hour (or “block hour”) (CAMAA Final 

Report, 2000).  Estimates of an average, non-peak rate for the An-124 also range 

between $11,000 (Kurapov, 2006) and $18,000 per flight hour (CAMAA, Final Report, 

2000) in current prices.  The midpoint of that range—$14,500 per An-124 flight hour—is 

                                                
35 Discussion of the types of costs based on North Atlantic Council (2001, pp. III-19-20). 
36 Crews are a national responsibility in military charters; for commercial assets, crews are the responsibility 
of the carrier. 
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used in the analysis.  The North Atlantic Council (2001) offers an average charter rate of 

$18,300 (in current prices) for the C-17, which includes O&M and running costs. 

Average war risk insurance costs for the C-17 are $181,500 per aircraft: $165,000, 

which is the normal insurance rate and $16,500 for additional war risk insurance (North 

Atlantic Council, 2001). 

The tables below provide a rough magnitude of the costs of chartering the C-17 and the 

An-124-100 over 20 years.  The costs are calculated in terms of flight hours—not in 

terms of the number of aircraft, as in the previous two options.  It is assumed that the big 

five EU nations require 15,000 An-124 FHs per year and 30,000 C-17 FHs per year—an 

estimate based on the assumption of a 1,000 FH per year utilization rate per aircraft.37

This is the minimum requirement for EU operations. 

The difference between the costs of the two aircraft types is smaller than in other 

options.

Table 4.10: Cost Trends in National Charter 

Aircraft Average
charter

rate/FH ($) 

Annual
charter cost 

($m)

Discounted
20-year total 
costs ($m) 

C-17 18,300 500 4,200

An-124-100 14,500 200 1,700

Non-economic factors 

i. Operational effectiveness 

- Satisfies strategic airlift/outsize requirement: YES.  Chartering in the commercial 

market, while ideal for passenger and bulk load transport, offers limited 

payload/range capabilities since current holdings in commercial aircraft for 

                                                
37 In Chapter Three I assumed a 1,500 FH per year maximum utilization, which resulted in an estimated 
average useful life of 20 years for the C-17. 
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charter—with the exception of the An-124-100—do not have the ability to carry 

outsize cargo.38

- Flexibility: LIMITED.  Charter is a convenient option for short-term coverage of 

needs: it is easy and fast to implement, as long as the aircraft is available.  For 

routine scheduled or repetitive peacetime needs, such as passenger services or 

training, where there is sufficient advance warning, the commercial charter 

market is an appropriate and effective, widely used option. 

However, chartered assets may limit a country’s ability to fly its troops and 

equipment to hostile environments, either because most civil aircraft lacks crucial 

protection systems, or because the cost of the war insurance required for such 

aircraft to participate in hostile missions is prohibitive.  The majority of aircraft 

used by commercial airlines are leased.  The owners of that aircraft—

international finance houses—usually impose restrictions on their use for military 

operations through the lease terms.  To illustrate, rented (civil) passenger aircraft 

carrying Italian personnel to Iraq had to land in Abu Dhabi, where it would be 

loaded onto C-130Js with protection systems to reach its final destination.  

Antonov aircraft, lacking protection systems, chartered by Italy could fly into 

Basra in Iraq, but not Talil, which was closer to the Italian contingent in Nasiriyah 

(Kington, 2004b).  Also, the lack of outsize-capable commercial aircraft for 

charter imposes limits on the flexibility to use such aircraft for certain types of 

missions. 

- Market availability: LIMITED.  There is little excess capacity in the air cargo 

business, which implies limited availability of adequate aircraft (North Atlantic 

Council, 2001, p. 11-8).  The current available capacity of NATO European 

commercial air carriers is roughly estimated at 82 C-130 equivalents (bulk cargo) 

and 130 C-130 equivalents (oversize cargo) (North Atlantic Council, 2001, p. 5-

6).39  In addition, availability may be limited by the fact that commercial providers 

                                                
38 A comment on the European humanitarian aid operation (“Noah’s Ark”) in response to the floods in 
Mozambique in 2000, in an article by Sutton (2002) illustrates these points: “…Europe’s lack of a viable, 
economic, strategic and tactical airlifter fleet forced it to use a less effective, more expensive charter option, 
with many limitations in getting loads to where they were actually required, due to inadequate payload/range 
capabilities and cargo hold cross-sections too small, or not designed for modern loads.  Large helicopters 
just could not be airlifted, further hampering rescue efforts.” 
39 This is only a very rough equivalence, but is indicative of the magnitude of the capacity involved. 
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may be unwilling to divert assets to provide ad hoc airlift for a limited time (which 

is usually the nature of military needs), because that would imply risking routes or 

airport slots being taken over by competitors (European Air Group, 2000).  The 

market availability of outsize-capable aircraft for charter—the Antonov An-124—

is also limited. 

- Timely availability: LIMITED/LOW.  Charter is not a good option for early or rapid 

deployment (the initial phase of an operation) since the timely availability of the 

assets is tied to commercial activity and general market conditions.  For instance, 

the prevailing conditions in the international commercial market (particularly 

during peak holiday periods) may be such that competing demands between 

military and civil parties for the use of the same commercial resources restrict the 

availability of such resources.40  In addition, given that most nations are unlikely 

to be able to satisfy their airlift needs with military equipment only, it is inevitable 

that they will be competing for the same limited commercial cargo, particularly 

during crises.  This competitive bidding situation could create price escalation 

and limit timely availability of the aircraft (European Air Group, 2000). 

Finally, there is a problem with crews.  Since, in commercial charters, these are 

the responsibility of the carrier, when immediate or rapid reaction is required, 

there may not be sufficient time to train/prepare crews for specific operations 

(North Atlantic Council, 2001). 

- An important additional criterion to consider is that of technical reliability, which 

may be a problem, in particular as far as providers from the former Soviet Union 

are concerned.  Specifically, there have been several fatal accidents involving 

aircraft or airlines from the former Soviet Union in the last 10-15 years.41

Reliability problems may limit the extent to which EU nations can plan airlift 

schedules (European Air Group, 2000). 

                                                
40 A characteristic example is the case when Germany wanted to move troops to Afghanistan in December 
2002 only to find that no Ukrainian Antonovs were available on the market, since they had been leased to 
Japanese companies to ship toys to Europe for the Christmas holidays (“Will a Quartet…?,” 2003). 
41 Curtis (2006). 



101

ii. Organizational complexity: LOW

Charter agreements are fairly standard and do not require any complex organization to 

set up and implement them. 

iii. Legal requirements: LOW

Charter does not have any special legal requirements to set up and conclude a contract 

or pose any particular legal complications.  However, national arrangements and 

legislation may be necessary to facilitate military movements using chartered civil 

equipment.  In addition, for aircraft that is not registered in an EU nation (e.g. Russian or 

Ukrainian) there may be legal restrictions in its use, such as the refusal of overflight 

rights (European Air Group, 2000). 

b. Joint charter 

Charter has already been used to support multinational operations: Germany, the U.K. 

and Spain used An-124 aircraft for the relief operation in Mozambique in September 

2000 (European Air Group, 2000).  The An-124 also played a major role in delivering 

cargoes for U.S.-led coalition forces in operations in Afghanistan.  Volga-Dnepr and ADB 

(now involved in the SALIS agreement) provided (and continue to provide) An-124 

aircraft to support NATO’s Afghanistan mission with weekly sorties from Germany to 

Afghanistan and back, under contractual arrangements with the Allied Movement 

Coordination Center at Supreme Headquarters Allied Powers Europe (SHAPE) 

(“Strategic Airlift Agreement…,” 2006).  ADB made 440 flights for NATO in 2002-2003, 

carrying more than 30,000 tons (Ivanov, 2003b).  However, although chartered aircraft 

were used in support of joint operations, they were not contracted jointly by European 

nations.

In principle, joint charter of transport aircraft, coordinated by a central (EU) organization 

or by a lead nation would be a feasible option to support deployment of a EU-led force.  

These aircraft could go into a EU pool of assets and be allocated centrally for specific 

missions. 
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Option evaluation 

Economic factors: Cost trends 

Charter at the EU level involves the same types of costs as national charter with the 

additional cost of the central organization required to set up, contract and manage the 

collective agreement (see below).  In a joint charter agreement, nations would most 

probably pay for asset use, while they would share war risk insurance costs according to 

a predetermined formula. 

It is unclear whether a collective charter contract by a group of EU nations would be 

much cheaper than a national charter.  On the one hand, nations that charter jointly 

require a larger number of flight hours and may have more negotiating power, which 

could presumably allow them to benefit from a more favorable charter rate than if they 

would charter smaller quantities of flight hours on a national basis.  At the same time, 

however, a larger requirement in airlift capability for charter for military purposes could 

disrupt the regular commercial market activity and revenue stream of providers.  

According to the North Atlantic Council study (2001, p. 11-8), chartering a sizable 

number of aircraft, such as for a joint European deal, may not be possible without paying 

very high charter rates to cover for the loss of business incurred by cargo carriers.42  For 

the purposes of this analysis, I assume that the average charter rate for a larger EU 

contract will be 10 percent higher than the average market rate for a national charter, as 

can be seen in the table below.  Except for the rate surcharge, collective charter costs 

are not much different than national charter costs; there are not many benefits to be 

gained from joint infrastructure, integrated maintenance or other elements. 

Table 4.11: Cost Trends in Joint Charter 

Aircraft Disc. 20-year 
national charter 

costs ($m) 

Collective
charter

rate/FH ($) 

Annual
charter cost 

($m)

Discounted 20-year 
collective charter 

cost ($m) 

C-17 4,200 20,000 600 4,600

An-124-100 1,700 16,000 200 1,800

                                                
42 The larger the number of aircraft required for charter, the higher the cost, since larger charter deals are 
more likely to be disruptive to commercial air cargo activity. 
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Non-economic factors 

i. Operational effectiveness 

Many of the criteria for decision-making with respect to national charter have a similar 

impact on collective charter decisions, with some exceptions: 

- Overall: Collective charter may be more expensive than the national option, but 

its key advantage is that it allows a larger number of nations to benefit from 

acquiring airlift capability, since they can buy a share in a pool of airlift 

capabilities, which is usually smaller than full use of a whole aircraft. 

- Market availability: RELATIVELY LIMITED.  The number of assets available for 

charter at any given moment is uncertain.  Due to the reasons explained above, 

commercial carriers are only willing to commit a fraction of their available 

capacity to EU military operations (North Atlantic Council, 2001, assumes that 

fraction to be 15%).  However, one could argue that an organization such as the 

EU may have higher stature and more bargaining power with potential suppliers, 

which may allow it to convince them to take the risk of losing other business.  

Finally, joint charter eliminates the kind of competition for airlift assets that arises 

among nations in times of crisis and drives up the price while reducing 

availability.  If nations are chartering jointly, by definition they are not competing 

for charter capacity. 

- Timely availability: LOW.  The larger the number of assets required, the slower 

the responsiveness of the market, since that responsiveness depends on market 

activity and conditions.  Larger EU operations requiring significant numbers of 

aircraft may have a disruptive short-term impact on the market and are likely to 

create more serious availability issues (North Atlantic Council, 2001). 

ii.  Organizational complexity: LOW

- Collective charter requires a centralized organization to set up and manage the 

contracting process.  Establishing a centralized contracting organization at the 

EU level should be relatively uncomplicated, in terms of logistics, and not too 

costly.  Organizational complexity increases in the case where the chartered 

assets are managed as part of a pool to which all contracting nations have 

access, as will be seen below. 
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iii. Legal requirements: LOW

- The contract itself should not pose many complications, since charter contracts 

are fairly standard.  In addition, many nations have experience with charter 

contracts at the individual level and could apply that experience in negotiating a 

joint contract. 

- Some nations may require authorization (parliamentary, ministerial or other) to 

enter into such arrangements at the EU level.  Apart from that, however, there 

are no further legal complications as long as the chartered aircraft is not used as 

a pool. 

4. Assured access agreements 

a. National assured access agreements 

Given that charter involves a significant risk of non-availability, depending on market 

conditions, governments may opt to enter into contracts with commercial companies that 

guarantee them the availability of a specific number of flight hours charged at a pre-paid 

price.43  These assured access contracts allow governments and their militaries to count 

on a guaranteed, predetermined pool of airlift assets at a predetermined state of 

readiness, while the provider can use those assets for commercial purposes when they 

are not required for military service” (European Air Group, 2000). 

There are different ways for nations to secure access to assets in the commercial 

market.  Besides outright ownership and long-term lease, other options include: 

arrangements similar to the U.S. Civil Reserve Air Fleet (CRAF) or direct requisitioning; 

as well as Private Finance Initiatives (PFI) and/or Public Private Partnerships (PPP), in 

which the assets are owned by the providers (for example, shipping companies), which 

obtain long-term funding in return for their commitment to making these assets available 

at short notice to the services that are funding them. 

(i) Assured access charter agreements.  These usually involve a charter-type contract 

between a primary service commercial provider (carrier) and a national or multinational 

                                                
43 For instance, the agreement can specify that pre-paid hours will be charged at a favorable rate, with extra 
hours charged at open-market rates. 
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authority, where the former commits to providing assured access to a minimum number 

of airlift assets within a specific time period following notification by the nation.  Assured 

access contracts usually specify the number of aircraft and/or the minimum number of 

flight hours that the contractor will make available to the customer at a certain notice and 

for a specific duration.  Such contracts may also contain provisions about how often the 

customers may exercise their activation rights.  Countries pay a significant premium over 

the market charter rate for assured access.   

 (ii) Dormant contracts and CRAF-type arrangements.  A variation of assured access 

agreements are the so-called dormant contracts with civilian providers. These are 

agreements between governments and the private sector used for requisitioning of

commercial aircraft, which specify the conditions and financial terms for such actions.  

Nations may resort to requisitioning or similar options in wartime or in times of crisis. 

This option is used extensively in the United States through the CRAF program, which is 

a voluntary partnership between the DoD and commercial air carriers aimed at 

augmenting military airlift in emergency situations.44  This program, which was 

established in 1952, involves contractual arrangements between the U.S. government 

and commercial carriers in which the latter commit to provide specific airlift capacities 

within a specified time frame, in times of crisis, in return for peacetime government 

business and other, monetary compensation.  The CRAF is usually activated when 

USAF capabilities and commercial charters cannot meet deployment needs.  The CRAF 

program saves the U.S. government the cost of purchasing and maintaining additional 

aircraft and personnel during peacetime.  According to one estimate, replacing the 

CRAF capability with military aircraft “would have cost [the Defense Department] about 

$1 billion to $3 billion annually over the past 30 years” (McAlister, 2003). 

Direct requisitioning is mainly—though not exclusively—available in Article V45

situations, and even then, not for all EU nations, since national laws and regulations vary 

widely.  Some European nations have legal arrangements for requisitioning of 

                                                
44 The CRAF fleet can be mobilized in three ascending stages, ranging from regional contingency to global 
war, each calling for more aircraft.  The CRAF has been mobilized twice, so far, in its history: during the fist 
Gulf War; and, more recently, during the second mobilization in the Gulf, in early 2003 (Maynard, 2003). 
45 Article V of the North Atlantic Treaty (NATO’s founding treaty) states, in part, that "an armed attack 
against one or more [allies] shall be considered an attack against them ally."   For most NATO members this 
expression of collective defense is the core of the Alliance (source: http://www.fas.org/man/crs/97-717f.htm,
as of February 21, 2006). 

http://www.fas.org/man/crs/97-717f.htm
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commercial aircraft during a national emergency (wartime) but not for crisis-

management situations that fall under the Petersberg Tasks (European Air Group, 2000; 

Shake, 2002).  No European nation has a program like the CRAF.  Setting up a CRAF-

type arrangement would be difficult for individual European nations.  Each government 

would need to negotiate with its civilian suppliers and ensure the availability of trained 

reservists to man the equipment (Shake, 2002).  In addition, providers would need 

significant incentives to risk their revenue generation and market share in order to 

provide ad-hoc capability to governments. 

(iii) Historically, the U.K. has been the most engaged, within Europe, in PFI/PPP

initiatives.  Since 1995, the U.K. has used such schemes to acquire several types of 

capabilities, such as sealift (Roll-on-Roll-off naval vessels) or tanker aircraft capability 

(although the Future Strategic Tanker Aircraft or FSTA program has been delayed and 

its contract still awaits signing).  In the case of sealift, the providers—the shipping 

companies—obtained long-term funding by the MoD in return for their commitment to 

keep specific assets at the disposal of the Royal Navy at short notice.  Under the 

conditions of the FSTA program, the RAF will be able to use air-to-air refueling services 

during 27 years: the provider (Air Tanker) will own and support the AAR aircraft, while 

the RAF will have operational control (CHEAR, 2004/2005). 

The PFI/PPP solution—which, so far, has not been used widely—allows funding to be 

“staggered while having the assurance of the availability of the [assets] specially 

designed for military transport” (Assembly of WEU, 2001, p. 14).  Staggered funding 

allows for an increase in the investment capacity of the public sector, while offering 

potentially higher quality of services and allowing to take advantage of the flexibility and 

innovation capacity of the private sector. 

The main candidate for assured access agreements for European purposes is the An-

124-100.  The C-17 is currently not available for such contracts, but could become if it 

received civil certification.46  The U.K. had, at some point, considered assured access 

                                                
46 There is a commercial version of the C-17, which came out of Boeing’s BC-17X program (initially 
proposed as MD-17).  The USAF concept for outsized cargo public-private partnerships—CAMAA 
(Commercial Application of Military Airlift Aircraft)—gave the BC-17X a boost.  The USAF concept was that, 
by selling BC-17s to civilian operators, the United States could create a strategic airlift equivalent to the 
CRAF which could call upon U.S. airliners in emergencies.  Despite approval from the U.S. House Defense 
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arrangements involving Antonov aircraft in the context of its FSTA program, but the 

option was rejected due to concerns about the reliability of the aircraft. 

Option evaluation 

Economic factors: Cost trends 

The charter market is unpredictable and often unsuitable for non-scheduled needs, when 

immediate access to airlift capability is required.  To cover those needs, countries may 

enter into other types of contracts with private sector providers, which guarantee them 

timely access to specific amounts of airlift capacity in return for a significant premium 

over the market charter rate.  The charter rate in those kinds of contracts is fixed in 

advance and usually consists of the following components: 

a. Charter fee: the market/spot rate, which expresses the cost of securing the 

assets in the open market; 

b. Retainer fee: the premium paid to obtain guaranteed access, that is, to ensure 

that the assets are available when needed; 

c. Handling or management fee; and 

d. War risk insurance: compensation for operating in hostile environments, if the 

individual country or provider does not assume that.47

Similar to charter, crews are a national responsibility when military assets are involved 

and the responsibility of the carrier for commercial assets. 

Non-economic factors 

i. Operational effectiveness 

- Satisfies strategic airlift/outsize criterion: YES.  Since assured access 

agreements are essentially charter agreements, the An-124 is the only outsize-

capable commercial aircraft available for such agreements, at least for the 

foreseeable future. 

                                                                                                                               

Appropriations Committee, CAMAA has not been pursued further (source: Canadian-American Strategic 
Review, http://www.sfu.ca/casr/bg-airlift-bc17x.htm, as of February 21, 2006). 
47 Assuming that the owner/operator allows participation of the asset in such operations. 

http://www.sfu.ca/casr/bg-airlift-bc17x.htm
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- Flexibility: LIMITED.  Owners/operators of commercial aircraft can place 

significant constraints on operations, for example, by restricting the ability to use 

their assets in hostile environments.  Nations need to provide sufficient 

compensation and war risk insurance to encourage providers to participate in 

such contracts.  As in charter agreements, assured access agreements should 

specify the conditions and restrictions regarding the use of the contracted 

capability.

- Market availability: LIMITED.  The limited availability of the An-124-100 on the 

global market makes assured access agreements more difficult to arrange—and 

potentially more expensive.48

- Timely availability: HIGH (within contract conditions).  The main advantage of 

assured access contracts over regular charters is that the former allow timely 

access to a guaranteed pool of assets at a pre-determined state of readiness—

for a hefty premium, of course, which increases exponentially with the readiness 

level.  As long as the aircraft is available to enter into contract, timely availability 

should be guaranteed within the contract’s specified parameters. 

In terms of the time-frame of implementation, assured access contracts can take 

a long time to negotiate and implement and therefore, while suitable for satisfying 

airlift needs in the medium term, they are unsuitable for short-term or immediate 

requirements.

ii. Organizational complexity: LOW

- No special organizational capacity is needed for assured access agreements that 

are contracted at the national level.  However, setting up and managing such 

arrangements is slightly more complicated than simple charter given the need to 

establish clear conditions regarding the timing and mode of access to the 

contracted capability. 

- In the case of a CRAF-type program, a special structure may be needed to 

manage the arrangement—assuming that such a program is realistic at the 

national level for a European nation. 

                                                
48 Whelan (2005). 
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iii. Legal requirements: SIGNIFICANT

- Similar legal restrictions apply as in charter, with some additional legal 

requirements.  For instance, assured access agreements need to specify the 

terms and conditions under which nations can enter (or not) into such 

agreements; also, specific provisions may be needed for the procedures and 

rules for setting up and operating such arrangements.  In requisitioning or CRAF-

type structures, the legal framework should specify, among others, the timing, 

conditions (e.g. war or major crisis etc.), and compensation (if applicable) for 

using the particular option.  Many EU nations have such legal frameworks for 

requisitioning, usually in wartime, but also in peacetime (U.K., France and 

Germany) (CHEAR, 2004/2005).

- Finally, some nations may require authorization (parliamentary, ministerial or 

other) to enter into such agreements.

b. Multinational assured access agreements 

In this type of agreement, nations jointly enter into contracts with commercial companies 

that provide assured access to military or commercial airlift assets.  The negotiation and 

signing of the contract is centrally coordinated on behalf of the participating nations.

SALIS is such an agreement. 

A CRAF-type arrangement would be relatively easier to set up at the EU level than at the 

individual nation level.  The ability to provide the necessary incentives (such as 

guaranteed peacetime business) or to negotiate forcefully with suppliers would be 

enhanced at the multinational or supranational level.  For the creation of a EU-CRAF 

following the U.S. model,49 EU nations would have to enter into contracts with European 

commercial carriers specifying the types of missions for which the assets would be used, 

the mission duration and the conditions for activation.  Since EU nations are 

experiencing a shortfall in airlift capacity, they should be able to use the contracted airlift 

capacity in a wide range of contingencies—not just in major crises and high-intensity 

operations but also in smaller-scale contingencies.  Negotiation of such a program would 

                                                
49 This discussion is based on sections in North Atlantic Council (2001, pp. 5.2-5.3); and European Air 
Group (2000, pp. 23-24). 
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be done at the supranational level.50  Since participation in the program would be 

voluntary, governments would have to provide sufficient incentives and adequate 

compensation for the potential loss of commercial revenue for commercial carriers to be 

interested in participating.  Peacetime business would have to be provided at the 

collective EU level; annual “retainer” fees would also be an option.  The advantage of an 

EU-wide CRAF is that the burden for providing the assets would be spread across 

European providers as a group to ensure that no one airline is overburdened.  Since 

passenger capacity is usually more readily available in the commercial market, a EU 

CRAF could be used to free up military capacity for cargo. 

Example: the Strategic Airlift Interim Solution (SALIS) 

SALIS is a “guaranteed charter lease” where the contractor provides access to up to six 

An-124-100 aircraft within a specified time period after activation of the assured access 

clause by a nation (Agüera, 2004).  This period is 72 hours for individual requests and 

six to nine days for multinational operations.  Nations have access to flight hours 

(activation rights) according to a predetermined sharing key (“Memorandum of 

Understanding…”, 2004).51

An existing organization, NATO’s Maintenance and Supply Agency (NAMSA), acted as 

the contracting authority on behalf of participating nations and coordinated the 

procurement process with the providers (Volga-Dnepr and Antonov Airlines).  The An-

124-100 was chosen to satisfy the European outsize requirement for a variety of 

reasons, including cost and cargo capacity.52  The contract was signed in January 2006 

between NAMSA and Leipzig-based Ruslan SALIS GmbH, a German subsidiary of 

Volga-Dnepr.  The aircraft was chartered with an immediate effect for an initial three 

years, with the contract rolling on a yearly basis until 2012.  The contract can be 

extended, via NAMSA, on a yearly basis, until 2021 (Murphy, 2006a). 

                                                
50 Negotiations should also address the issue of leased aircraft (which may be the case with some of the 
commercial carriers’ holdings), in which case the owner of the aircraft would need to be involved in the 
negotiations. 
51 Author’s interview with SALCC official, January 2006; also in Murphy (2006b). 
52 Initially, two aircraft were under consideration: the C-17 and the An-124-100.  Given the difference in 
cargo capacities, fewer An-124 (than C-17s) would be needed to satisfy a given airlift requirement (NATO 
Parliamentary Assembly, 2003b).  The C-17 was also a much more expensive option than the Antonov. 
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The SALIS contract allocates a specified number of flight hours (2,000 in total) to 

participating nations; an equal, if not larger, number of hours (2,800) are being offered to 

other potential carriers.  Nations use their flight hours for national missions, but they are 

also free to make them available for joint operations.  For instance, France has 

announced that its (approximately 450) flight hours under the contract will be allocated, 

as a priority, to EU activities (“Suggestions regarding ESDP…,” 2006). 

Both NATO (through the NRF) and the EU (through the Battlegroups) have the right to 

call on SALIS aircraft. 

Economic factors: Cost trends 

By pooling their resources in assured access contracts, nations can afford more airlift 

capacity at a potentially more advantageous price.  They also can benefit from trading 

their unused hours among themselves.  This observation assumes that the contracted 

flight hours are managed as a pool. 

Overall, assured access is substantially more expensive than chartering on the spot 

market because of the retainer fee involved.  The initial capital outlay for collective 

assured access agreements is negligible—mainly some seed money for the contracting 

and coordinating organization and potentially for war risk insurance.  The overhead of 

the organization responsible for coordinating the contracting process and for managing 

the agreement, as well as tasking and mission/asset allocation should be counted 

among the joint assured access contract costs.  Nations usually share the costs—

including the cost of the central organization—according to a predetermined formula (as 

is the case in the SALIS agreement). 

Various public sources referring to the SALIS contract cite charter rates per flight hour 

that range from $24,000 to $44,000, with an average rate around $33,500.  This is 

roughly double the rate of a simple charter.  To ensure comparability with other options, 

it is assumed that the same number of flight hours are required annually as in the charter 

case.
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Table 4.12: Cost Trends in Collective Assured Access Agreements 

Aircraft Assured access 
rate/FH ($) 

Discounted 20-year 
collective assured 
access cost ($m) 

An-124-100 33,500 3,800

Non-economic factors 

i. Operational effectiveness: MODERATE

- Collective assured access agreements have a similar impact on operational 

effectiveness as national ones.  If one assumes that contracted flight hours are 

used as a pool, operational effectiveness increases (see below). 

- Satisfies outsize requirement: YES (similar to national agreements).  SALIS 

nations claim that this agreement satisfies their airlift requirements until the 

A400M becomes available.  However, not everyone agrees with that 

assessment: according to Flournoy et al. (2005, p. 87), the SALIS agreement 

“secures access to only about half of the flight hours that were originally 

estimated to be needed, suggesting that it is only a partial solution.” 

In general, CRAF-type arrangements, which would only make sense at the EU 

level, solve the problem of assured access, but do not provide outsize capability, 

given that the European air cargo sector does not have that capacity. 

- Flexibility: LIMITED.  Similarly to normal charter contracts, agreements involving 

commercial aircraft place restrictions on the missions for which these aircraft can 

be used.  For instance, the SALIS contract specifies that the aircraft can only be 

used in “an environment that does not require defensive aid-equipped cargo 

aircraft.”53  Besides, some aircraft may be limited in the missions in which they 

can participate due to their lack of defensive measures.  Finally, technical and 

reliability problems may also act as a limiting factor in that aspect. 

- Market availability: SIGNIFICANT.  An important influencing factor is the 

utilization rate of contracted assets and the types of incentives that EU nations 

                                                
53 Sprenger (2006). 
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can offer providers to compensate them for non-use of the assets during 

peacetime.  In the CRAF, the U.S. Government offers significant incentives in the 

form of peacetime business.  Unlike the United States, the EU, for the moment, 

does not have significant peacetime airlift usage or needs (although that could 

change with the EU’s increased participation in humanitarian missions such as 

the tsunami disaster in Asia).  This could increase the utilization rate for a EU 

airlift fleet, currently estimated to be relatively low.  A higher utilization rate during 

peacetime might act as an incentive for nations with restricted defense budgets 

that want to justify the costs of strategic airlift.  Still, EU nations as a whole, or 

even a group of nations seeking an assured access contract are better 

positioned (than individual nations) to provide adequate incentives to suppliers 

and thus increase potential asset availability. 

ii. Organizational complexity: LOW

Assured access contracts need a special organization to manage the contracting 

process on behalf of the participating nations, manage the program, and allocate 

contracted flight hours to participating nations.  This organization is not complicated to 

set up and operate, although its setup requires agreement from all participating nations, 

which need to provide it with the necessary authority to negotiate on their behalf. 

iii. Legal requirements: SIGNIFICANT

- Nations participating in a joint assured access agreement with commercial 

providers must have in place the appropriate legal frameworks that will allow 

them to enter—or not prevent them from entering—into such an agreement.  In 

addition, some nations may require authorization (parliamentary, ministerial or 

other) to enter into such agreements. 

- The central organization managing contracting and allocation of contracted 

capacity must be legally entitled to do so, on behalf of participating nations.  Its 

rules of operation must be clearly set and approved by all participants. 

- The terms and conditions of assured access agreements are often complicated 

and may require detailed legal provisions and frameworks. 
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5. Operational pooling / Pooled management of assets 

a. Option description and evaluation

Increasingly, economic necessity pushes nations to explore cost-effective options for 

satisfying their capability needs that go beyond joint acquisition, to cooperation with 

other nations in operations, maintenance, logistics, training and other areas.  Nations 

can achieve efficiencies by choosing different degrees and combinations of joint 

ownership and/or management of capabilities.  Some of these options are presented 

below, in increasing degree of integration.  The degree of integration depends on 

structural parameters which can be adjusted by policymakers: the extent of common 

funding (the higher the percentage of spending that is commonly funded, the less 

autonomy participating nations have on their own defense spending); the required 

majority of the decision rule (for example, unanimity, consensus etc.); the binding 

character of joint decisions; and others (Sandler and Hartley, 1999, p. 232). 

- National ownership and control – version a: Assets are owned and managed by 

individual nations, which have earmarked them for use by the common pool, but 

reserve the right to withhold their contribution for national security reasons. 

- National ownership and control – version b: Assets are owned and managed by 

individual nations, which are under the obligation to make them available to the 

common pool whenever the need arises (under specified conditions). 

- National ownership and collective management: Assets are owned by individual 

nations and remain in their national Armed Forces, but are managed 

collectively.54  This management can take different forms: exchange of services; 

common support and maintenance; joint operations; pooled command and 

control under a European Command; and others. 

- Collective ownership and management: Assets are owned and managed by the 

pool and most probably also collectively procured.  This is the “purest” form of 

pooling.  Decisions on the use of the assets are taken collectively or by a 

supranational organization.  For example, a European Air Transport Command 

could conceivably procure, but also own and manage a pool of European 

transport aircraft, which would fly the EU flag and be committed in the first 

                                                
54 This category of options may or may not involve coordinated procurement of the specific capability. 
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instance to EU operations.  This EU command would allocate the pooled assets 

to transport national units to meet the EU’s deployment priorities.  The 

arrangement would be similar to the AWACS fleet, the most prominent—and 

successful—example of such an arrangement. 

The structures described above differ in the benefits—especially the cost savings—that 

they offer to participating nations.  In general, the closer the integration within the pool, 

the more significant the savings achieved, although integration also has costs—for 

example, linkage and transaction costs.55

European nations have taken, on an ad-hoc basis, bilateral and multilateral initiatives to 

jointly manage their airlift capabilities.  Many have concluded bilateral Technical 

Arrangements (TA) and Memoranda of Understanding which allow them to use one 

another’s assets, but these agreements have been used only in a non-systematic way, 

largely because they are considered “insufficiently reactive to be used on a day-to-day 

basis” (European Air Group, 2000, p. 30).  For example, since mid-1994, France and 

Germany have each had a liaison officer in each other’s air transport command in order 

to reinforce the utilization of bilateral airlift coordination arrangements.  This setup has 

improved the effectiveness of such arrangements in many ways (European Air Group, 

2000).

Another bilateral arrangement is the Dutch-German Air Transport Initiative, where the 

Dutch government has paid some 50 million euros to the German government, to 

strengthen the German strategic lift and air-to-air refueling capability, in return for the 

latter providing Dutch forces with air transport (coordinated by the EAC).  That way, the 

Dutch have gained access to additional airlift, while saving on financial resources from 

not having to purchase their own transport aircraft (e.g. the A400M), as well as from 

avoiding investment in maintenance, logistics, training and airfield installations.  The 

Germans have benefited from the Dutch financial input into their own strained defense 

budget, while making better use of their existing airlift assets (Biscop, 2005). 

At the multilateral level, there are structures such as the European Airlift Centre and 

Sealift Coordination Cell (SCC) which are intergovernmental initiatives to coordinate 

national airlift and sealift capacities in order to lead to more efficient utilization of these 

(limited) capacities.  A similar structure, the Strategic Airlift Coordinating Cell (SALCC), 

                                                
55 See literature on the theory of alliances. 
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is an organization set up to manage the day-to-day operations of the SALIS pool of 

“assured” aircraft by allocating that airlift capacity during operations in order to serve the 

transport needs of participating nations in the most efficient way.  The SALCC allocates 

Activation Rights—the use of Antonov flight hours by participating nations—according to 

a predetermined formula and serves as a broker between the contracting company56 and 

the participating nations.  The SALCC is co-located in Eindhoven with the EAC in the 

hope that synergies will be achieved between the two organizations.  An example of 

such synergies would be if spare Antonov capacity could be made available by the EAC 

to non-SALIS EAC nations that need it. 

An example of joint operations is the joint deployment to Kyrgyzstan of the Danish, 

Dutch and Norwegian air forces in support of Operation Enduring Freedom in 

Afghanistan; the three nations deployed 18 fighter aircraft, a Dutch tanker and 

associated airlift to Manas airport, Bishkek.  The cooperating countries said that they 

could deploy a joint airlift capability for common supply operations or humanitarian tasks.  

The Kyrgyzstan cooperation was facilitated by the fact that the three counties all 

operated F-16s and had been training their pilots together for years.57  Another example 

is the joint effort, since September 1996, by Belgium, Luxembourg and the Netherlands, 

which have mounted a Deployable Air Task Force to send maintainers, aircrew and 

aircraft to Bosnia and Kosovo (Orr, 2003). 

An example of joint support and maintenance is NAMSA, which assists NATO nations 

“by organizing common procurement and supply of spare parts and arranging 

maintenance and repair services necessary for the support of various weapon systems 

in their inventories.”58

Option evaluation 

Economic factors: Cost trends 

The most significant savings in pooled management of capabilities come from reduced 

overhead and running costs by combining operations, maintenance, training and other 
                                                
56 This company is the agent for Russian Volga-Dnepr and Ukrainian Antonov Airlines that own and operate 
the An-124-100 aircraft. 
57 The three partners have a history of cooperation in both procurement (the F-16) and operations.  They 
have been working together since the late 1970s under the European Participating Air Forces program, 
purchasing F-16s, along with Belgium and Portugal.  Joint procurement has evolved into joint operations. 
58 Source: http://www.namsa.nato.int/About/about_e.htm (as of July 7, 2006). 

http://www.namsa.nato.int/About/about_e.htm
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support functions.  The most effective version of this pooling is having a joint command.  

This was the source of significant savings in the AWACs program and could produce 

similar savings in the NSAC initiative, or once (if) the EAC becomes a tasking 

organization with command and control of European airlift resources.  Although data on 

such savings is sparse, below are some estimates of—actual and hypothetical—savings 

from pooling of capabilities: 

 According to a statement by the Norwegian Defense Minister, cited in Chuter 

(2003a), in the Danish, Dutch and Norwegian joint deployment to Kyrgyzstan, “by 

sharing maintenance and logistics, each participant’s logistics bill was reduced 

by almost one-third.” 

 Biscop (2005, p. 49) refers to the benefits from the establishment of joint 

operational headquarters for EU crisis management operations and argues that 

significant savings would be created from the elimination of national 

headquarters of this kind, which have annual running costs of around 3 million 

euros ($3.7 million). 

However, pooled management of capabilities also entails cost penalties over national 

management.  The most common one is the cost of setting up and managing the central 

organization that runs the pool and its running costs/overhead (staff, buildings, general 

overhead, etc.).  How high those costs are depends on how large (in terms of personnel) 

and how elaborate or complex that organization is.  The running costs of the EAC and 

SCC, for example, are relatively low: the annual budget of the EAC is no more than 

$300,000, shared among the participating nations; the SCC annual running costs are 

around $140,000 (110,000 euros), shared among 15 nations, that is a little more than 

$9,000 per nation. 

Non-economic factors 

i. Operational effectiveness: HIGH, in principle, depending on implementation.

Pooling the management and operation of specific capabilities not only saves on costs, 

but also increases the effectiveness and efficiency with which these capabilities are 

used:

Operational pooling increases the availability of specific assets and capabilities to 

countries that would otherwise not be able to afford them.  For example, by pooling 
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operation of its one A400M with Belgium’s seven, Luxembourg does not need to have 

in place its own, very expensive support infrastructure,59 but can take advantage of the 

Belgian infrastructure and share in its costs.  The Dutch-German transport agreement 

is a similar case.  This combination of cross-funding (paying for another nation’s 

capabilities) with pooling could be a model for more effective European defense 

spending, although it would need very clear rules with respect to inputs/access in order 

to be perceived as fair and reliable (Shake, 2002). 

Furthermore, pooled management leads to more efficient use of resources.  Even at 

the lowest level of pooling—coordination of capabilities, such as the one done by the 

EAC—efficiencies can be gained by better matching of cargo/destination and the 

appropriate transport aircraft (selected from a larger available pool), by consolidated 

loading and/or fuller use of assets.  For example, nations do not have to fly somewhere 

with half-full aircraft or return from a mission with empty aircraft (North Atlantic Council, 

2001).  Another example of more efficient and effective use of resources can be found 

in joint assured access agreements: if the contracted flight hours are pooled, then 

nations can enjoy the added flexibility that comes from being able to trade spare 

(unused) flight hours among themselves and thus use their airlift capability more 

efficiently.  This logic would also allow nations to reduce their airlift requirement to the 

absolute minimum, which would have a significant economic impact (CHEAR, 

2004/2005).

Finally, pooling could lead to greater interoperability among European forces and 

gradual convergence in their military doctrines, procurement practices, and ultimately, 

equipment, all of which would enhance Europe’s credibility and effectiveness as a 

military actor. 

However, operational pooling may also create inefficiencies, mostly linked to its 

implementation.  Complicated, time-consuming decision-making is among them.  For 

instance, the requirement for consensus decision-making and different national 

interests and priorities for action may slow down the speed of responsiveness of a 

pooled airlift fleet in a crisis situation.  Timely availability may then become an issue.  

As in most multinational endeavors, decision-making involves a lot of negotiations.  If 

                                                
59 Setting up such an infrastructure would also not make sense for only one aircraft purchased. 
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deployment decisions are taken on a unanimity basis, there may, for example, be 

delays due to disagreements among the nations involved. 

The desire for national involvement and reluctance to relinquish sovereign control over 

resources can also slow or impede efficiencies from pooling.  Even in areas such as 

operations and support, “Nations are likely to want to be closely involved with the 

operations and maintenance of the aircraft that they have helped pay for.  The issue is 

not merely the desire to exert control over a substantial national investment but is also 

one of demonstrating national competency in critical military deployment capabilities.” 

(North Atlantic Council, p. 7-4).  For system maintenance or other lower-level logistics, 

nations might be willing to delegate to a lead nation or outside contractor. 

When management of resources is not completely integrated—for example, when 

there is no unified central command—operational issues may arise that need to be 

resolved.  For example, in the Kyrgyzstan deployment, aircraft engineers from the 

different nations were cleared to work on each other’s aircraft, which offered additional 

flexibility.  However, in targeting during air strikes with laser-guided bombs, pilots were 

permitted to strike only targets that were being laser-illuminated by pilots from their 

own country, something which was not as efficient (Chuter, 2003a). 

ii. Organizational complexity 

SIGNIFICANT

A jointly managed capability (whether it is jointly procured or not; collectively owned or 

not) needs a clearly defined structure for centralized management.  For example, when 

airlift assets are chartered jointly and become part of a pool to which all contracting 

nations have access, the central organization is responsible, among others, for 

monitoring asset allocation during operations.  This organization can act as a 

clearinghouse when nations need airlift capabilities at relatively short notice (the role 

played currently by the EAC).  Establishing and operating it entails significant effort and 

cost.  A common budget is required to support it, as well as rules and formulas for 

regulating inputs, access and burden sharing, among others. 

The degree of complexity of that organization depends on its size and degree of 

integration.  The larger the number of participants the more complicated it gets to set 

decision-making and burden sharing rules and to manage day-to-day activities 

according to these.  Any multinational organization that manages a pool of capabilities 



120

needs to have clear, generally accepted rules of contribution and access to the pool of 

capabilities.  Various questions with respect to what missions the pool can be used for, 

who has first right to the pool (the nations or the organization), and others are 

challenging to answer to the satisfaction of all parties involved.

The chain of command also becomes more complicated with larger structures.  

Potentially the most complicated central organization to set up and operate would be 

one that performs mission tasking and asset allocation (coordination of movement and 

transportation and management of joint asset employment during operations) in 

addition to command and control functions.  At the same time, the potential gains in 

operational effectiveness from such a highly integrated organization should outweigh 

the costs of complexity. 

iii. Legal requirements 

SIGNIFICANT to HIGH

Approval of the relevant authorities within each nation would be required for the 

establishment of any structure responsible for the collective management of a joint 

capability.

If a jointly acquired capability is managed as a pool, the legal rules and rights of access 

to that capability by funding nations must be very clear, particularly when those nations 

need to use the capability for their national needs and purposes.  Therefore, among the 

most significant legal issues to be addressed is how to establish the legal framework 

that governs the input obligations and rights to access the pool by participating nations, 

particularly for non-NATO missions.  The burden sharing rules need to be legally 

binding and widely accepted and ratified for any multinational/pooling arrangement to 

function effectively.  Rules should provide enough incentives for participation of 

individual nations to the scheme (in terms of guaranteeing access to the pool) as well 

as enough protection against free-rider problems (balancing contributions with access 

rights).  An already existing legal structure—that of the AWACS fleet—could be used 

as a model. 

Overall, savings from pooling activities and increases in operational effectiveness will 

depend on how the actual pooling arrangements are implemented.  For instance, results 
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will depend on the number of airfields and headquarters that are eliminated; or on the 

extent to which there is joint training, maintenance, logistics, basing and upgrading. 

b. Examples of pooled management of resources 

This section presents elements from programs or initiatives that involve different forms 

and degrees of pooled management of capabilities and resources.  The aim is to provide 

insights into the types of efficiencies and inefficiencies that can be created through such 

arrangements. 

Collectively purchased, owned and managed capability: AWACS

AWACS is NATO’s largest commonly funded acquisition program.  Between 1979 and 

1988, 13 NATO nations60 jointly purchased 18 Boeing E-3A airborne early warning and 

control aircraft, used for low-level radar cover over NATO territory.61  One of the primary 

reasons for collective acquisition was the high unit cost of the aircraft (roughly $75 

million), which was too expensive for most NATO nations to purchase, but also to 

operate and maintain (Tessmer, 1988). 

Not all nations contributed to the procurement.  For example, the United States already 

operated an extensive AWACS fleet; the U.K. contributed to the program but decided to 

procure its own fleet of seven nationally operated E-3D aircraft;62 and France acquired 

and operates four E-3F aircraft that are also not part of the NATO fleet.  Today, 13 

nations contribute to the operations and support of the fleet, and 18 nations contribute to 

the funding of the infrastructure (North Atlantic Council, 2001).  The 13 nations plus the 

                                                
60 Belgium, Canada, Denmark, Germany, Greece, Italy, Luxembourg, Netherlands, Norway, Portugal, Spain, 
Turkey, and the United States. 
61 The NATO Airborne Early Warning Force (NAEWF) was established in January 1980 and granted full 
NATO Command Headquarters status by NATO's Defense Planning Committee on October 17, 1980.  
Force Command Headquarters is collocated with Supreme Headquarters Allied Powers Europe (SHAPE) in 
Mons, Belgium.  While the NAEW Force supports both major NATO commands - Allied Command Atlantic 
(ACLANT) and Allied Command Europe (ACE) - SHAPE exercises administrative control of the force 
(source: http://www.e3a.nato.int/, as of March 14, 2007). 
62 The U.K. initially intended to procure the Nimrod AEW3 aircraft, but the program was plagued by 
exceedingly high costs and technical difficulties, which led to its cancellation in December 1986.  The U.K. 
ended up procuring the Boeing E-3D instead (Source: Wikipedia; http://en.wikipedia.org/wiki/Hawker-
Siddeley_Nimrod, as of February 6, 2007). 

http://www.e3a.nato.int
http://en.wikipedia.org/wiki/Hawker-Siddeley_Nimrod
http://en.wikipedia.org/wiki/Hawker-Siddeley_Nimrod
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U.K. constitute the multinational NATO Airborne Early Warning and Control Force 

(NAEW&CF).  France is not part of the NAEW&CF but its E-3F AWACS aircraft 

participate in joint operations within NATO in an ad-hoc way. 

The NATO Airborne Early Warning Force consists of two operational elements.  The 

first, the NATO E-3A component of the command, which currently consists of 17 aircraft, 

is managed jointly by participating nations.63  The AWACS program is an example of a 

common defense capability managed as a pool, with a common budget (run by an 

autonomous agency), common bases,64 and common training of multinational crews65

and support technical personnel (Missiroli, 2003).  The AWACS fleet’s budget and 

operations are managed by the NATO Airborne Early Warning and Control Force 

Program Management Organization (NAPMO).66  NAPMO was established as a 

production and logistics organization and is responsible for all aspects of the 

management, implementation and modernization of the program.67

The AWACS fleet is fully integrated in the NATO command structure.  Operational 

command of the Force is vested in, and collectively exercised by the Major NATO 

Commanders through their executive agent, the Supreme Allied Commander Europe 

(SACEUR).  The Force Commander exercises day-to-day operational control over the 

fleet.

Economic factors: Cost trends 

Besides constituting a strong symbol of alliance unity, the AWACS program was 

considered a success at the time of its implementation, since it provided a much-needed 

capability while creating significant savings for participating nations.  The 18 E-3As were 

delivered on schedule and under cost estimate, with some $100 million in savings (both 
                                                
63 The second NAEWF component is the Airborne Early Warning Squadron Number 8 of the British RAF 
with seven Boeing E-3D aircraft.  The E-3D Component, is manned only by RAF personnel and its Main 
Operating Base is RAF Waddington in Lincolnshire, U.K. (for more information, see http://www.e3a.nato.int/)
64 AWACS planes have been operating from the main operating base at Geilenkirchen, Germany, since 
February 1982.  Forward operating bases (FOBs) are located at Trapani, Italy; Aktion, Greece; and Konya, 
Turkey.  There is also a forward operating location (FOL) at Orland, Norway. 
65 E-3A squadrons are manned by integrated international crews from 12 nations (Belgium, Canada, 
Denmark, Germany, Greece, Italy, Netherlands, Norway, Poland, Spain, Turkey and the United States). 
66 Sandler and Hartley (1999, p. 211). 
67 NAPMO consists of a Board of Directors, supported by committees, and an executive Program 
Management Agency (NAPMA) which is located at Brunssum, in the Netherlands.  The NAPMA General 
Manager is responsible for the day-to-day operation of the program (http://www.napma.nato.int/; as of June 
16, 2006). 

http://www.e3a.nato.int
http://www.napma.nato.int
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in procurement and running costs).  The U.K. National Audit Office (NAO) examined the 

AWACS project, in particular the British government collaboration with the French for a 

joint purchase of 12 aircraft of a type already in service in the United States.  The NAO 

estimated that both countries saved $24 million on procurement costs and $76 million in 

running costs (from joint in-service support).68

According to a NATO fact sheet on AWACS, one of the reasons for the program’s 

success and the savings it generated was the fact that NATO granted organizational, 

administrative and financial autonomy to NAPMO. 

Non-economic factors 

i. Operational effectiveness 

Overall operational effectiveness and flexibility: HIGH.  AWACS offered 

European NATO nations a necessary capability that none of them could afford 

individually.  The Boeing E3-A was the only available plane on the market fitting 

the specifications, which simplified the selection and procurement process. 

Timely availability: HIGH.  Intense negotiations over cost-shares and other issues 

related to the AWACS program tended to cause some delays in the program, but 

these were not very significant. 

ii. Organizational and legal complexity: LOW. A special organization was instituted 

within NATO to manage the logistics, implementation and management of the 

program.  Since AWACS was integrated in the already existing NATO command 

structure, organizational complexity was not very high.

Conclusion

AWACS is often proposed as a model for pooling and integrating the acquisition and 

management of common capabilities.  There were certain conditions that led to the 

adoption of the AWACS model: (a) nations had a common need for a capability—and so 

did NATO as an organization; (b) that capability was far too expensive for them to 

develop and produce or even purchase on their own; and (c) that capability was only 

                                                
68 U.K. Ministry of Defense (1994). 
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available from one source.  Therefore, nations had to procure collectively to spread the 

cost.69

Although some of the structural elements of the AWACS program could, in principle, be 

reproduced, the political pre-conditions for success of that program are harder to 

achieve: according to one NATO official, “NATO AWACS will remain one of a kind; the 

right capability at the right moment, which went through because of exceptional political 

and military involvement at the highest levels of the United States Government and 

NATO.”70  It remains to be seen whether there is enough momentum and political 

support to reproduce such a success story in the field of strategic airlift. 

Nationally owned, collectively managed airlift capability: the proposed NATO 

Strategic Airlift Capability

In NSAC, a group of European NATO nations have agreed to pool their resources to buy 

four C-17 aircraft in order to, at least partly, remedy NATO’s chronic airlift shortage.  The 

aircraft will be jointly procured and funded, and NATO-registered, like the AWACS 

aircraft.  The C-17s will be flown and maintained by multinational aircrews, fly out of a 

common base and have a multinational, integrated military command structure, which 

will be part of NATO’s command structure.  The military structure of NSAC will be based 

on the NAEW&C Force Command (the unit which flies the AWACS). 

The NSAC capability will be used by the nations, based on their national requirements, 

but also for NATO, UN, EU or other international operations.  Depending on agreement 

by the founding nations, membership of NSAC could be expanded to include more 

nations.  At the same time, the scope of NSAC—in particular its integrated command 

and support structure—could also be expanded to other assets and capabilities, such 

as, for example, the A400M aircraft, once they enter into service with participating 

nations.

                                                
69 Author’s interview with official from NATO’s Defense Investment Division, October 2006. 
70 Email from NATO International Staff official, May 2005. 
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Economic factors: Cost trends 

According to the NSAC acquisition financing strategy, participating nations will share the 

cost of the aircraft based on the number of flying hours they need; they will also pay 

operating costs on a pro-rata basis. 

In terms of capability management, NSAC will use an integrated military structure for 

managing operations and an integrated logistical support structure, both of which should 

create significant savings in terms of O&M as well as personnel costs.  Moreover, no 

significant new infrastructure investment will be needed, since all aircraft will be based at 

Ramstein Air Force Base, alongside American C-17s. 

A recent NATO document illustrates the substantial savings from participating in the 

NSAC: specifically, if four NATO nations jointly owned four aircraft, they would pay 13 

million euros ($16 million) annually for personnel—that is 3.25 million euros or around $4 

million each.  On the contrary, if they each owned one aircraft, they would have to spend 

24 million euros ($30 million)—that is 6 million each.  Therefore, NSAC would imply 

savings of 11 million euros ($13.8 million) or a more than 85 percent reduction in 

personnel costs per nation (Sprenger, 2006). 

Non-economic factors 

Pooling of airlift resources by purchasing flight hours from a pool would make the 

strategic airlift capability provided by the C-17 affordable, on a shared basis, to a wider 

range of nations, including those that do not have a very large strategic airlift 

requirement or do not expect frequent use of their airlift capability. 

The C-17s involved in the NSAC initiative would satisfy the outsize lift criterion and offer 

advanced flexibility to European strategic airlift capabilities.  Market availability would not 

be an issue, given that there would be a binding agreement with Boeing to supply the 

aircraft.  The NSAC contract would provide assured access to the purchased capability, 

since ownership practically guarantees timely availability, at least as far as individual 

nations are concerned.  As far as availability for EU, NATO or other multinational 

operations is concerned, however, this may depend on the efficiency of the decision-

making rules and procedures for allocating such capabilities.  Finally, setting up and 

managing the NSAC would not impose additional organizational complexity, since all the 

contracting would be done by NAMSA and the management would be done again within 

NATO, using the NAEW&C Force Command infrastructure and administrative support. 
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The NSAC initiative, particularly the integrated command and logistics structure could be 

a promising first step, which could later be expanded to include other aircraft, such as 

the A400M, once it enters into service (“SALIS’ Sibling,” 2006). 

Centralized management of airlift capabilities: the European Airlift Centre

The EAC is a relatively young organization, but it is a good illustration of the benefits, but 

also the potential problems, when nations decide to coordinate their capabilities.  

Although the EAC currently performs only an advanced coordination function—the most 

basic form of pooling—its benefits are already visible and non-negligible. 

History

The EAC is an initiative of the European Air Group.  The European Airlift Study, 

commissioned by the EAG in 2000, called for the establishment of a European Airlift 

Coordination Cell (EACC) to coordinate and optimize the use of the air transport and air-

to-air refueling capabilities of EAG air forces.  That cell was founded in September 2001 

and was located at the Royal Netherlands Air Force Base in Eindhoven.  The EACC 

obtained full operational capability in June 2002.  In addition to the needs of participating 

nations, the EACC also supported EU- and NATO-led operations and exercises. 

As EU military operations outside Europe increased in both number and intensity, 

implying a proportionately increasing need for strategic airlift, the EACC evolved into the 

EAC, which was established formally in July 2004.71  The objectives of the EAC were 

similar to its predecessor: to optimize the employment and improve the efficiency of 

scarce European airlift resources.  Another objective was to establish functional links to 

and among the national staffs of participating nations.72

                                                
71 The EAC staff consists of officers and non-commissioned officers from participating nations under the 
direction of a Director of Group Captain/Colonel level.  The staff is internally organized according to the 
NATO standard functional structure (A1-19).  Externally the Director receives direction from the Steering 
Board, supported by a staff-level Working Board. 
72 Presentation by LtC Anciaux; EAC, Eindhoven, January 11, 2006. 
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The EAC added operational planning (though not yet tasking) authority to the EACC’s 

coordinating function.73  Unlike the EACC, which was limited to peacetime operations, 

the EAC operates in both peace and wartime conditions and is envisioned to play, at 

some point in the future, the role of a headquarters, able to task member states’ aircraft 

for airlift and refueling missions in peace or wartime.” (Chuter, 2003). 

Today, EAC participating nations account for 88 percent of the European strategic airlift 

capacity and 21 percent of NATO strategic airlift capacity (which includes U.S. assets).74

Nations have the ultimate authority to decide which elements of their air transport (AT) 

and AAR needs are not sensitive and can be managed by the EAC.  The latter keeps a 

database of national requests and requirements for AT and AAR, which are matched 

with equivalent offers of available capacity and/or vacancies in civil chartered aircraft 

that can be used for service exchange among nations.  Nations are committed to 

populate that database in a timely way   The EAC publishes a weekly consolidated AT 

and AAR operations plan in cooperation with national AT and AAR agencies; this plan 

guides nations in employing their assets and chartered capacity more efficiently, 

although, at this point, it is not binding (EAC Study Team, 2003). 

Coordination is done according to the Air Transport and Air Refueling Exchange of 

Services (ATARES) technical arrangement.75  ATARES is the cooperative mechanism 

through which nations utilize their spare capacities more efficiently.  Specifically, 

ATARES is an IT system that allows quick exchange of information among participating 

nations on AT/AAR requirements and availability and facilitates cash-free exchanges of 

services between participating nations.  In essence, ATARES is like an account whose 

currency is expressed in C-130 equivalent flying hours (EFH), exchanged among 

nations.76  For example, through the EAC and ATARES, Italy can obtain larger strategic 

transport aircraft than the C-130s it currently owns, by trading off flight hours: twenty 

Italian C-130 flight hours for approximately two C-17 flight hours (Kington, 2004b).  The 

                                                
73 The EAC can coordinate and plan Air Transport/AAR activities, but cannot tell nations what to do with 
their capabilities.  It is a service center with an advisory (not prescriptive) role; nations are free to accept or 
reject its suggestions (author’s interviews with EAC officials, Eindhoven, Netherlands, January 2006). 
74 Presentation by LtC Anciaux; EAC, Eindhoven, January 11, 2006. 
75 The ATARES TA was signed in February 2001 (www.euroairgroup.org).
76 The EAC uses a table of equivalencies among the flying hours of different types of aircraft and C-130 
EFH, depending on costs.  For example, 1 hour flown by a German Airbus A-310 is charged as 1.9 C-130 
EFH (in 2005).  The formulas or EFH “exchange rates” are determined annually by agreement among EAC 
nations (Author’s interview with EAC official; May 2005). 

http://www.euroairgroup.org
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EAC monitors ATARES accounts among nations in order to ensure an overall balance of 

“debits” and “credits” of EFH in those accounts. 

Economic factors: Cost trends 

Although the EAC only can only make non-binding recommendations—since nations 

retain full control over their airlift and AAR fleets—it is still allows a form of centralized 

management of these fleets, to the extent that participating nations choose to follow the 

Center’s planning suggestions. 

Coordination of airlift capacities through the EACC/EAC is believed to have resulted in 

many operational and financial benefits for its member nations.77  Some of these nations 

have tried to quantify the savings from using the services of the EAC.  Such an exercise 

poses many difficulties, since the EAC operates through the exchange of flight hours 

instead of funds.78  One indicator of the relevant savings would be the number of times 

aircraft has been shared through the intervention of the EAC and the flight hours 

exchanged.  For instance, the EAC reports that the number of EFH traded through 

ATARES doubled from a little over 1,000 in 2004 to a little over 2000 in 2005.79

According to another estimate, in the first 20 months of its existence, the EACC enabled 

its members to save the equivalent of over 750 C-130 flight hours (Valle, 2005).  This 

implies that nations did not have to resort to costly charter options to satisfy their airlift 

needs.  Therefore, one could quantify the impact of hours saved by multiplying them with 

the average market charter rate per flight hour.  For example, assuming an average rate 

of $11,000 per FH for transport aircraft such as the C-130, 750 FH saved would translate 

into $8.25 million of overall savings for EAC nations.  An earlier (2003) very rough 

approximation of the charter cost that countries participating in the EACC would have to 

incur if they were unable to use its services was $13.2 million.80  This is considered to be 

a lower bound estimate, given that not all countries reported data on foregone charter 

costs—therefore, the actual savings are estimated to be larger.81

                                                
77 Source: http://www.euroairgroup.org/act_EAC.htm (as of June 12, 2006). 
78 Author’s interviews with EAC officials, EAC, Eindhoven, January 11, 2006. 
79 Presentation by LtC Anciaux; EAC, Eindhoven, January 11, 2006. 
80 The estimated savings were 11 million euros in 2003, which is equivalent to $12.5 million in 2003, and 
$13.2 million in 2005 dollars. 
81 Interview with Netherlands Air Force official, May 2005. 

http://www.euroairgroup.org/act_EAC.htm
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The EACC/EAC has assisted several EU operations.  From June until September 2003, 

the EACC was involved in Operation Artemis in the Democratic Republic of Congo.  The 

EAC also supported NATO’s ISAF operation in Afghanistan.  According to a NATO 

study, “The EAC played a significant part by optimizing the use of overall airlift capacity 

by NATO and nations, thus reducing the financial burden to all parties involved" 

(EAPC(SNLC)WP(2005)0001, March 31, 2005).  The operation of the EAC produced 

savings for its member nations participating in these operations by coordinating their 

transport requirements and matching those requirements to existing capacity, thus 

making the most efficient use of that capacity (for example, avoiding half-full flights or 

empty return flights), whether owned or leased. 

The costs imposed on member nations by the EAC consist of its annual overhead 

budget which ranges between $270,000 and 310,000 (220,000-250,000 euros) shared 

among participating nations.82  This cost is very low compared to other multinational 

structures.  For example, the costs of a multinational corps headquarters are estimated 

at around $10 million (8 million euro).83  Furthermore, if one considers that the flight of a 

Ukrainian Antonov aircraft to Afghanistan in the context of ISAF was charged at rates 

ranging between $220,000 and $265,000, one can safely conclude that the savings 

produced by the EAC in the ISAF operation more than compensated for a year’s running 

costs of the center. 

Non-economic factors 

In addition to potential cost savings, the EAC offers non-monetary benefits to 

participating nations: 

i. Operational effectiveness 

- Satisfies strategic airlift/outsize criterion: YES, as soon as cooperation with 
SALIS is established.  Given that no EAC nation has an outsize capability,84 the 

EAC does not cover the outsize strategic airlift requirement.  However, if the EAC 

would also coordinate SALIS activities, then the SALIS fleet of outsize-capable 
                                                
82 The seven nations, except for the U.K., pay the same share of the annual budget (the total amount 
divided by 7.1666); the U.K. pays one-third of that (7.166 percent) share; Norway pays half of that share.  
EAC staff are seconded by their nations and therefore their salaries are not considered as part of the 
operating costs of the EAC (Author’s interview with EAC Chief of Staff; May 24, 2005). 
83 Heise, Volker, “Pooling of Sovereignty – A New Approach?,” p. 44; in Biscop (2005). 
84 The U.K.—the only EU nation with an outsize capability—is not a full EAC member. 
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aircraft would become more widely available to non-SALIS nations.  The SALCC 

is co-located with the EAC and makes common use of EAC facilities and 

systems, such as the ATARES.  Although SALCC has a separate budget and 

chain of command from the EAC, the latter could potentially coordinate some of 

the spare Antonov capacity.  Deeper integration of the two organizations is 

already being discussed and is expected to bring considerable savings and to 

deploy available airlift resources more efficiently. 

- Overall operational effectiveness and flexibility: SIGNIFICANT.

Through EAC, nations can do more with less and can participate in operations in 

which they would not have been able to take part without it.  Furthermore, 

nations use their airlift capabilities more efficiently by trading spare capacity and 

avoiding flying their planes half-full.85  Finally, the EAC offers participating nations 

the opportunity to increase contacts and cooperation among their national staff, 

resulting in enhanced confidence-building and transparency in airlift planning and 

operations.

However, the EAC is limited to a coordinating role, thus limiting its potential 

impact on operational effectiveness.  The fact that nations need to approve all 

airlift plans the EAC proposes can lead to an inability to have a steady planning 

cycle with fixed deadlines (caused by delays in the approval process); 

uncertainty in planning due to the prerogative of nations to withdraw their airlift 

offers at any point, for reasons of national use; and an inability to respond to 

immediate or unexpected requirements in a timely way. 

- Market availability: HIGH, to the extent that nations register all their available 

transport capacity in the EAC database, the availability of transport aircraft to 

cover nations’ needs increases through use of the EAC, particularly as far as 

non-outsize capability is concerned.  However, this is not always the case, as 

nations do not offer the totality of their available airlift capacity to the EAC for 

coordination with other nations. 

- Timely availability: HIGH.   As long as nations submit their airlift plans and 

available capacity regularly and accurately to the EAC database, the operation of 

                                                
85 For example, if a nation uses another nation’s transport assets for a particular mission, then its own 
aircraft is available for other missions. 
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the EAC should ensure the timely availability of airlift capabilities.  Delays can 

always arise if nations are not fast enough in approving the EAC airlift plans and 

proposals.

ii. Organizational and legal complexity: LOW

- The EAC has a simple organization which does not require significant political 

commitment or authority.  If and when the role of the EAC extends to tasking or 

command and control functions (essentially if the EAC becomes a European 

Command), organizational requirements will increase, both in terms of the size, 

infrastructure and specialized personnel, as well as in terms of the need to set 

clear rules and procedures of operation.  This will increase the financial costs of 

the organization that will need to be shared among nations, but it will also 

increase organizational complexity and difficulties linked to internal politics. 

- The EAC, in its current, limited role, does not pose any significant legal 

requirements to participating nations.  Furthermore, the EAC does not require 

decisions to be made at a high (political) level; quick decisions can be made at a 

lower level, particularly because there are no funds involved. 

What future for the EAC? 

The European Airlift Study proposed the creation of the EACC as part of a broader 

vision of an evolutionary approach for incrementally creating and assigning roles to such 

a center.  These different roles included three progressively more integrated levels of 

coordination, followed by a planning and tasking role, Command and Control, and finally, 

pooling of assets (European Air Group, 2000).  Each of these roles or stages would 

require resolving a series of issues related to funding, infrastructure, organizational 

structure and burden sharing, resource allocation and management, among others. 

Acquiring Tasking Authority for the EAC would be the next logical efficiency-enhancing 

step after coordination.  At this stage, nations would still retain operational control of their 

assets, but the EAC would have the authority to commit assets in its database to 

requests submitted by nations (assets could still be withdrawn for national security 

reasons).  An EAC with tasking authority would allow nations increased operational 

flexibility, and would make the EAC more responsive in crisis times and better able to 

respond to nations’ requests in a timely way. 
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In the Command and Control stage, the EAC would have full responsibility for airlift 

planning, operation and control of European airlift fleets, while these fleets would remain 

under national command. 

Finally, in Pooling of Assets, nations would put their assets under a single European 

Command—an international organization or European Headquarters. 

In the immediate- and medium-term, the EAC aims to become a competence center for 

European air transport and AAR and a consulting authority on enhancing interoperability.  

The longer-term development of the EAC is currently under discussion among member 

nations and could evolve as follows:86

In the short- to medium-term, a multinational, multi-modal87 Mobility Coordination Cell 

(MCC) could be created, by integrating the coordinating and planning functions of the 

EAC and the SCC into one organization and chain of command.88  The advantage of 

such a project is that it would not be politically controversial and therefore could be 

implemented in a short time-frame.  The absence of the word “European” from its title 

would make it easier to admit into the organization non-EU nations which are either 

members of NATO or the SCC (for example, Turkey, Canada and Norway) and benefit 

from the enlarged pool of capabilities.  However, the two centers currently operate in 

different ways (the EAC helps exchange flight hours among nations, while the SCC tries 

to optimize on the charter market), which makes integration challenging.  Synergies 

would be hard to achieve, except through reductions in personnel. 

In the longer term, a more permanent coordination capability in the form of a European 

Air Transport Command89 would be established.  There have been various proposals to 

establish a EATC, although none of them have come to fruition.  In November 1999, a 

Franco-German initiative was launched to promote the development of a EATC along 

the lines of the AWACS model, with “a standing command structure, multinational 

personnel and a jointly-owned fleet of equipment” (Shake, 2002).  Germany proposed a 

gradual process: first, creating a single tasking authority to represent participating 

                                                
86 The discussion below is based on the author’s interviews with EAC officials; Eindhoven, January 11, 
2006. 
87 A multi-modal organization would manage both air- and sealift capabilities. 
88 One could argue, however, that for optimized functioning of such a center, one would need integration at 
the tasking level, not only at the coordination level.   
89 Author’s interview with LtC Anciaux, EAC, Eindhoven, January 11, 2006. 
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European air forces and to optimize the availability and use of specific aircraft or 

missions; then establishing a NATO agency which will have under its command certain 

designated airlift capacities; and finally, establishing an airlift command, which will be 

assigned its own transport aircraft to solely serve participating Air Forces (Moniac, 

2000).  Besides the European Airlift Study (European Air Group, 2000), the HG2010 also 

encourages the creation of such a command: “…specifically for airlift, the transformation 

of the EACC into the EAC by 2004 is welcomed, as is the intention on the part of some 

Member States who so wish to develop a European Airlift Command fully efficient by 

2010.”  (HG2010, 2004, paragraph A(d)).   

In January 2003 France and Germany re-launched the EATC project, envisioning such a 

command as the natural evolution of the EAC: “We wish to see this centre rapidly 

become a European strategic air transport command with, following its entry into service, 

the A400M, as its key capability” (Declaration by the Franco-German Defense and 

Security Council, 2004).  Luxembourg and Belgium joined the initiative at a so-called 

“mini-summit” between the four in Brussels in April 2003 by advocating the creation, by 

June 2004, of a European command for strategic transport available for European and 

NATO operations: ”In the longer term, we envisage to create, with those States taking 

part in this program, a common strategic air transport unit and place that unit under the 

European command for strategic air transport.  Moreover, we will consider with 

interested states the creation of a common command for strategic transport (sea, air and 

ground)” (Meeting of the Heads of State…, 2003). 

The mini-summit was very divisive and received strong criticism from the United States, 

the U.K., and other nations.90  Although the nations participating in the summit stressed 

their continuing commitment to the transatlantic partnership and their desire not to 

undermine NATO, the announcement of their intention to set up a separate 

headquarters for planning EU military operations was seen by many as doing exactly 

that—competing with NATO and duplicating its capabilities (“Will a Quartet of Euro-

enthusiasts Undermine NATO?,” 2003).91  The United States, in particular, criticized the 

initiative as disruptive to the Berlin Plus arrangements, an unnecessary duplication of 

                                                
90 Several EU nations either expressed their disapproval of the initiative or disassociated themselves from it 
or both.  These countries were among the keenest supporters of European integration, such as Spain, the 
Netherlands and Italy. 
91 The countries participating in this summit were the same countries that had been most strongly opposed 
to the American-led war on Iraq. 
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NATO structures, and a potential threat to the Alliance.  The transport command 

proposal was the most controversial, raising questions about whether such a command 

can offer benefits over and above existing co-ordination mechanisms such as the EACC.  

Some of the criticism of that initiative emphasized that Europeans should focus on the 

need to address capability shortfalls rather than create new institutions (Mace, 2003). 

All this demonstrates that planning the establishment of a EATC is a politically sensitive 

project.  The views of the eight EAC nations differ on whether such a command should 

exist at all and, if yes, what authorities it should have.  Therefore, a EATC is still a long-

term prospect.  

However, the potential financial benefits for EU nations and the EU as a whole if the 

EAC were to turn into a EATC are significant.  There would be very important cost 

savings from the closure of national airlift commands, whose running costs exceed by far 

those of the EAC.  In that case, the planning and executing authority for air transport 

operations, now with the national commands, would be taken over by the EATC.  Just to 

illustrate the magnitude of the cost savings, the annual running costs of a national 

headquarters used for EU crisis management operations are around $3.7 million (3 

million euro).92

The EAC has had a successful track record so far in making more efficient use of 

European airlift assets and capabilities.  However, in order to allow its member nations 

to achieve a much higher level of efficiency in their operations, it must move beyond 

coordination to deeper integration of their airlift capabilities through joint planning and 

tasking.  This politically difficult step will take time.  In order to build up momentum 

towards that stage, the EAC needs to keep building its credibility as an airlift “Center of 

Excellence” able to manage operations successfully on behalf of EU nations.  It needs to 

keep proving its utility and benefits for participating nations.  Most important, it needs to 

make those benefits more visible and more concrete, both to member nations and to 

those not yet part of the organization. 

                                                
92 Heise, Volker, “Pooling of Sovereignty – A New Approach?,” in Biscop (2005, p. 44). 
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STEP 3: Summarize findings and draw conclusions 

The tables below provide an overview of the comparative trends in costs and non-

economic factors affecting airlift decisions and an indicative comparison of the efficiency 

and effectiveness of alternative policy options for improving European strategic airlift 

capabilities.  No single option scores perfectly on all criteria.  National priorities, military 

requirements, financial situations, and political and institutional factors determine the 

combination (or alternative combinations) of options that are the most advantageous for 

a nation. 

Table 4.13: Comparison of Acquisition Options by Cost Trends 

Option  20-year lifecycle cost ($m) 
Discount rate: 5% 

20-year lifecycle cost ($m) 
Discount rate: 10% 

C-17 An-124 C-17 An-124 

National 9,000 2,200 7,400 1,600 Off-the-shelf 
purchase

Joint 8,500 2,100 6,800 1,500 

National 12,800 3,500 5,800 1,500 Long-term
leasing

Joint 11,700 3,300 5,300 1,400 

National 4,200 1,700 1,600 700 
Charter

Joint 4,600 1,800 1,800 700 

Assured access 
agreements Joint - 3,800 - 1,500 
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Table 4.14: Estimates of Cost Trends in Operational Pooling Options 

Example Type of estimate Estimate

Kyrgyzstan deployment Savings in logistics costs Reduction in logistics costs by 
one-third (33%) for each nation 

(Hypothetical) joint 
ownership of 4 C-17 by four 
NATO nations with 
integrated operations/ 
command and logistical 
structure

Reduction in personnel costs Annual savings of $13.8 million 
in total or almost 85% for each 
nation

(Hypothetical) joint 
operational headquarters for 
EU crisis management 
operations

Savings from elimination of 
national operational HQ for EU 
crisis management operations 

Annual savings of roughly $3.7 
million per country (annual cost 
of national HQ)93

EAC Savings from EAC activities: 
foregone charter costs= saved FH 
x charter rate/FH 

Total savings of roughly $8-14 
million in first 20 months of EAC 
operation (shared among seven 
EAC nations) 

Cost of central coordination 
organization 

Annual overhead and running 
costs 

EAC: roughly $300,000; 
SCC:$140,000 (shared among 
partner nations) 

                                                
93 Savings need to factor in the cost of the joint headquarters. 
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Table 4.15: Option Comparison According to Key Non-Economic Criteria  

Criteria Operational pooling Acquisition pooling  

Overall AWACS EAC Off-the-shelf 
purchase 

Long-term leasing Charter Assured access 
contracts 

   National Collective National Collective National Collective National Collective 

Operational 
effectiveness 

High (the 
more

integrated) 

High
Significant

 Moderate  
to high 

     Moderate 

Satisfies
outsize 
requirement 

Yes n.a. Yes (if 
SALIS is 

integrated)

Yes Yes Yes Yes Yes Yes Yes Yes 

Flexibility High High Significant High High High High Limited Limited Limited Limited 

Market
availability 

  High Relatively 
limited

Limited Limited Limited Limited Relatively 
limited

Limited Significant 

Timely 
availability 

High High High High High High High Limited / 
Low

Low High High 

Organizational 
complexity 

Significant Low Low Low Low Low Significant 
/ Low 

Low Low Low Low 

Legal
requirements 

Significant
/ High 

Low Low Low Low Low Significant Low Low Significant Significant 
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Cost trends94

Long term leasing seems to be the most expensive option for a given requirement.  

Options that do not require investment in infrastructure—charter and assured access—

cost less than “ownership” options such as purchase and long-term leasing.  In fact, 

national charter is the cheapest option overall, for both aircraft under consideration.  

The C-17 is substantially more expensive than the Antonov in all options: four times 

more expensive to purchase and three-and-half times more expensive to lease, with the 

difference diminishing significantly in charter (only one-and-half times more expensive).  

These trends are consistent across all national and multinational options. 

With the exception of charter, collective acquisition options offer cost advantages over 

national ones, although these advantages are not very substantial: the difference ranges 

between 5 and 10 percent for the Boeing and 5 and 12 percent for the Antonov aircraft.  

There are a few, ad-hoc estimates available of the potential savings from operational 

pooling and multinational management of capabilities.  However scarce, these estimates 

indicate that the real savings will come from harmonization of operational and support 

structures and procedures—not from joint procurement—of capabilities. 

Non-economic factors 

As a general rule, the options that score the highest in non-economic criteria are also the 

most expensive.  Multinational acquisition options fare comparably to national ones with 

respect to the main non-economic criteria.  Their key advantage over national 

procurement options is that they allow nations access to much-needed capabilities that 

are unaffordable at the individual-nation level.95  Some of them involve slightly increased 

organizational and legal complexity compared to national options. 

Similarly to the findings from the comparison of cost trends, operational pooling options 

offer a significant improvement over national management of capabilities. 

Why (and which) multinational options? 

If national charter is the cheapest option, why shouldn’t nations use it exclusively to 

satisfy their strategic airlift needs?  In charter, savings are outweighed by operational 

                                                
94 Observations based on results using a 5 percent discount rate. 
95 The comparison below assumes that assets are not jointly managed. 
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risk: charter solutions are not readily available; in fact, given the way the market 

functions, they are most likely to be unavailable when they are most needed.  Moreover, 

relying exclusively on charter may risk making Europeans dependent on the political 

situation in the countries from which the relevant aircraft originates, not allowing them to 

pursue an independent policy to protect European interests, should these be in conflict 

with the national governments of those countries.  For example, one of the two 

candidates for short-term charter is the Russian/Ukrainian Antonov An-124 whose use 

involves several drawbacks.  In addition to operational problems and risks linked to this 

aircraft—such as an uncertain production and future supply; reliability and safety 

problems; and poor service support—, uncertainty about future political and economic 

developments in Russia and the Ukraine may affect these nations’ willingness or ability 

to make their aircraft available to the West.  This is an important reason why European 

nations should not rely exclusively on chartering such aircraft for their strategic needs.  A 

similar argument could be made for the exclusive charter of American aircraft, which 

could limit independent European action, should European interests clash with U.S. 

interests.  In other words, the cheapest solution may not necessarily be the best 

solution.  

If this analysis does not show a substantial difference between national and collective 

acquisition options both in terms of cost trends and non-economic criteria, why should 

nations pursue multinational options?  There are two reasons why this should be the 

case:

- First, joint acquisition may be the only available option for nations that want to 

improve their capabilities but cannot afford to acquire the necessary assets to do 

so individually. 

- Second, the real savings potential rests with joint management of resources, 

rather than joint acquisition.  Joint acquisition, however, increases the chances of 

resorting to joint management options.  Therefore, nations should acquire their 

future airlift capabilities jointly, because that will make it easier for them to 

consolidate their management and operations and reap the corresponding 

benefits.
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If this is the most advantageous—and unavoidable—course of action for EU nations to 

improve their strategic airlift (and other) capabilities, why has this course not been 

followed in a more systematic way?  Why have there not been more examples of force 

and capability pooling, not only in strategic airlift, but also in other areas?  The chapters 

that follow will explore these questions by examining the political feasibility of various 

types of pooling options.  Specifically, they will identify the key political, institutional and 

other barriers in the way of implementing these most effective and efficient solutions.  

Although the analysis will focus on strategic airlift, the findings can also be applied to 

other capabilities that are in short supply among European nations. 



141

CHAPTER FIVE 

BARRIERS TO ACHIEVING EFFICIENT OUTCOMES – 
METHODOLOGY 

I. Introduction 

Integration of European resources and capabilities can only be achieved if it is joined by 

political will on the part of governments and a broad consensus on several matters, 

including the military role of the EU in the international security environment and the 

benefits to be gained from pooling efforts.  Rarely are both conditions present. 

Decisions on whether to participate in multinational initiatives are not always based on a 

rigorous analysis of the costs and benefits of alternative options, although some kind of 

calculation does take place.  According to Greenwood (1981, p.89), “It must be 

recognized that nations approach cooperation decisions and policies determined to 

weigh efficiency gains—whether construed in terms of enhanced effectiveness or 

reduced expense—against expected costs, either in degradation of their national 

competence and competitiveness or in exposure to the problems of troublesome 

economic adjustment.  It is unrealistic to expect them to do otherwise.” 

In addition to the factors mentioned by Greenwood, additional decision factors involved 

in procurement and collaboration decisions are linked to the desire to 

 support the national defense industrial and technological base and associated 

jobs;

 control and regulate technology transfers and the release of classified 

information; 

 maintain national sovereignty and control over national assets and capabilities; 

 maintain and/or increase access to foreign markets;1

                                                
1 To illustrate, "U.S. government and defense company officials have cited the importance of industrial 
partnerships with European companies in winning defense sales there…many European government 
buyers…wanted their own companies to participate in producing weapons systems to maintain their defense 
industrial base."  (GAO, 1997, pp.19-20). 
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 ensure security of supply; and 

 preserve strategic relationships and interoperability within alliances. 

Many of these factors create—directly or indirectly—barriers to achieving efficient 

solutions to Europe’s capability shortfalls.  These barriers are dealt with in the second 

part of the dissertation.  This chapter presents the approach used to analyze these 

barriers: it starts by examining existing literature on barriers to the implementation of 

multinational/pooling solutions for capability shortfalls; then, it proposes a framework for 

understanding and analyzing such barriers, which should provide a basis for designing 

strategies to address and eventually overcome them. 

II. Review of Literature on Barriers 

1. What are the main barriers to improving European strategic airlift 
capabilities?

a. Literature on barriers to multinational defense cooperation 

Pooling arrangements face several challenges in their implementation.  The literature 

highlights three types of barriers, reflected in negotiations around such arrangements: 

sovereignty concerns, organizational and institutional inertia, and burden sharing issues. 

Sovereignty concerns

Kenneth Waltz writes that “States do not willingly place themselves in situations of 

increased dependence…considerations of security subordinate economic gain to 

political interest.”2

The most integrative pooling opportunities require high-level political integration within 

the EU.  Pooling proposals, particularly those that appear to give the EU a supranational 

military capability and role are likely to be controversial and run into serious political 

difficulties (Centre for Defense Studies, 2001).  Sensitivity about the sovereignty 

                                                
2 Waltz (1979), cited in Moravcsik (1993, p. 129). 
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implications of such arrangements makes states reluctant to participate, since few 

governments are prepared to relinquish even a part of their control over their defense 

resources to a supranational authority (Alexander and Garden, 2001).  As a result, it 

cannot be expected that national defense ministries “will act for the common European 

good at the expense of their national defense policies” (Centre for Defense Studies, 

2001, p. 21). 

Lutz (2002) looks at the failure of states to cooperate from two angles: an international 

and a national one.  From an international perspective, the anarchic nature of the 

international system creates disincentives for states to cooperate or to take part in any 

division of labor.  Nations tend to perceive more strongly the disadvantages resulting 

from international cooperation—particularly, increased interdependence—than the 

economic gains which stem from such cooperation.  Self-sufficiency is more important 

than economic gains, especially in areas linked to the state’s survival, such as defense.  

These sovereignty concerns diminish, however, with the size of a nation and its national 

industrial and economic interests.  Specifically, from a national perspective, Lutz (2002) 

argues that the size of a nation’s defense industry and capabilities influences its 

incentives to seek multinational solutions.  Countries with large defense industries are 

less interested in multinational cooperation, while countries with smaller industries are 

keener to cooperate because of the increased ability of their industries to participate in 

large European programs. 

Organizational and institutional inertia and domestic politics

In addition to state-level sovereignty concerns, multinational solutions also face barriers 

in the form of sub-state-level bureaucratic resistance.  In order to realize savings from 

operational pooling, forces need to be rationalized, headquarters and bases closed, 

senior staff officers retired, and traditional organizations dismantled.  A similar situation 

arises in acquisition pooling, where certain countries may have to give up at least some 

parts of their national defense industrial base.  Some nations may have to suffer more 

cuts than others, and decisions on which ones should take the cuts are very difficult and 

controversial (Centre for Defense Studies, 2001).  As Garden and Grant (2002) 

comment, “Europe’s defense ministries, often reluctant to embrace change, are unlikely 

to favor much pooling.  They will make a fair point that any attempt to merge different 

national infrastructures is likely to be difficult.”  This explains the, often enormous, 

institutional resistance to such moves (Alexander and Garden, 2001).  The desire by 
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governments to protect their national defense industrial and technological base, jobs and 

organizational turfs tends to lead to strong resistance to any departure from the status 

quo.

Another reason why national defense establishments are not keen to pursue pooling 

initiatives is that they see no clear benefits from the potential savings offered by such 

initiatives: savings from reduced national defense infrastructures are not necessarily re-

invested in improving defense capabilities.3

Internal politics among the various domestic stakeholders are important as well.  For 

instance, the economic interests of industrial stakeholders play an important role in 

domestic politics and their support (or opposition) of specific collaborative projects 

generally influence policy choices.  Moravcsik (1993) argues that internal distributional 

issues are an even more relevant barrier to collaboration in arms procurement than 

sovereignty concerns.  Arms collaboration generates “a great deal of domestic conflict, 

in which government bureaucracies and private interest groups assume important and 

unexpected roles. […] Governments oppose such projects […] not because collaboration 

poses a threat to national autonomy or security […], but because they are unable to 

negotiate arrangements for apportioning research, development and production tasks 

that satisfy powerful domestic economic interests.”  Therefore, an alternative theoretical 

explanation for the failure of collaborative arrangements addresses “the domestic 

distributional issues that arise from international interdependence on domestic politics” 

(Moravcsik, 1993, pp. 129-130). 

Burden sharing problems

A key issue in multinational arrangements is that of burden sharing among participants, 

which refers to the relationship between each participant’s contribution (input) to a 

collective venture and their expected gain (output) from that venture.  Lutz (2002) 

defines burden sharing as the problem of determining which nation provides what 

capabilities and ensuring that each nation carries its share of the burden. 

Burden sharing between the United States and Europe as well as among European 

nations has long been a subject of debate within NATO, where traditionally it has been 

assessed using various measures of relative defense burdens.    The most common 

cost-sharing formulas in jointly funded programs are based, in principle, on each nation’s 
                                                
3 Author’s interview with Sir Timothy Garden, 2003.



145

economic capacity to pay;4 however, in practice these formulas are also influenced by 

historical and political factors (Centre for Defense Studies, 2001).  Specifically, 

“…detailed cost-sharing for any common capability would be subject to a political 

negotiation which would be likely to take account of—but would not necessarily be 

dictated by—some measure of ability to pay and by the extent of existing contributions 

towards the HHG” (Centre for Defense Studies, 2001, p. 18). 

In the EU, particularly in the context of the Helsinki Headline Goal process, burden 

sharing has not been an important issue up to now, mostly due to the voluntary nature of 

Member States’ contributions.  However, from the moment that EU nations are asked to 

contribute to a European capability over and above the extent to which they had planned 

to enhance their national capabilities,” burden sharing becomes a critical issue (Centre 

for Defense Studies, 2001, p. 17). 

According to the Centre for Defense Studies (2001), the degree to which EU nations are 

willing to include capability improvements into their future defense plans and to 

participate in joint solutions to such improvements will be influenced significantly by the 

ability of the EU to establish a formula or framework for discussing and measuring 

relative HHG burdens when funding common capabilities.  Up to now, no such formula 

or set of principles for accounting exist, at the European level.  The delay in resolving 

this issue is a major impediment to any serious joint investment by EU countries in 

procurement and R&D to cover shortfalls in critical capabilities. 

Given the difference between large and small countries in their ability to contribute 

assets and capabilities to multinational endeavors, unequal burden sharing may often be 

unavoidable.5  Perceived free-rider problems may create disincentives for the larger 

nations to participate in pooling initiatives.  According to Alexander and Garden (2001), a 

way to address this problem is to establish a mechanism that ensures that there are no 

free riders.  The establishment of a European defense budget, where nations can 

                                                
4 The most common measure of burden sharing used by NATO—defense spending as a percentage of 
GDP—is not a perfect indicator of relative defense burdens, since it only measures input and not the outputs 
of the defense effort and thus does not provide any insights into the efficiency of that effort (see Hartley, 
1983, pp. 28-30). 
5 For example, in the case of strategic transport, “While some countries possess the capabilities to deploy 
their troops to remote theaters of operation, others remain reliant on partners and allies to assist them in 
doing the same thing” (Lutz, 2002, pp. 8-9). 
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contribute either capabilities or funds, would serve that purpose through peer pressure 

as well as legally binding commitments, for example, to a given level of expenditure.  

b. Broader literature on alliances 

The specific barriers that come in the way of implementing multinational pooling 

arrangements could also be seen as problems of collective action.  Therefore, beyond 

the specific literature on European armaments cooperation and the impediments to such 

cooperation, the broader literature on alliances and collective action, particularly with 

respect to burden sharing and related problems, could be helpful in gaining a deeper 

understanding of barriers to pooling. 

Alliances—especially military—have become an important area of application of 

economic analysis, particularly the theory of public goods.  Alliance theory has focused 

on several aspects, including: explaining incentives for the participation of nations in 

alliances; providing a framework for discussing burden sharing arrangements, free-rider 

issues and other problems of collective action; and examining the international 

bargaining context and the interplay of complex national interests within an alliance.

The theory of the economics of alliances originates from a seminal article by Olson and 

Zeckhauser (1966) on burden sharing in military alliances.  In this article, the authors 

describe deterrence as a pure public good that is non-excludable6 and characterized by 

indivisible or nonrival benefits.7  The article is based on two key hypotheses: first, if 

defense is purely public among allies, then defense burdens will be shared unevenly 

among them, with larger and wealthier allies assuming more burdens than smaller, 

poorer ones (this is the so-called “exploitation hypothesis”); and second, defense 

spending within such alliances is likely to be at inefficient or sub-optimal levels (Sandler 

and Hartley, 1999a; Sandler, 1993). 

If defense is assumed to be a normal good (characterized by a positive relationship 

between demand for the good and income), then, assuming similar tastes among allies, 

wealthier allies are expected to contribute more defense to the alliance than less wealthy 
                                                
6 The benefits of a non-excludable good cannot be confined to those who pay for it. 
7 In nonrival goods, one party’s consumption of the good does not prevent or reduce another party’s 
consumption.  Deterrence, as provided by nuclear weapons, is nonrival because once these weapons are 
deployed, their ability to deter enemy aggression does not depend on the number of allies, but rather on the 
strategic capabilities and the credibility of retaliation (Sandler and Hartley, 1999a). 
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ones.  Smaller countries have an incentive not to reveal their true preferences for the 

benefits of a combined defense if they believe that the defense spending and efforts of 

the larger countries will provide them with the benefits of defense without spending 

(Hartley, 1983).  Therefore, since the more defense is provided by a nation’s allies, the 

less this nation will have to spend on defense, the free-rider problem is a threat to the 

continued existence of a military alliance: smaller nations rely for their defense on the 

efforts of the larger ones, rather than on their own efforts (Olson and Zeckhauser, 1966). 

Olson and Zeckhauser found significant evidence within NATO to support this 

exploitation hypothesis, namely a significant positive correlation between the Gross 

National Product (GNP) of a nation and its ratio of military expenditures to that GNP 

(used as a measure of the defense burden assumed by that nation).  However, during 

the late 1960s and 1970s, new evidence showed that smaller allies were taking on a 

greater portion of defense burdens, implying that the exploitation hypothesis might no 

longer apply, at least to this Alliance.8  As a result, the “joint product model” was 

developed as an extended or updated version of Olson and Zeckhauser’s “pure public 

good” model of deterrence.  The joint product model implies that there might be other 

types of public goods (beyond pure public goods) involving private benefits: military 

expenditures are assumed to provide a wide range of benefits, which vary in their 

degree of “publicness” among allies.9  The more private these benefits are, the more 

nations can be expected to assume defense burdens according to the benefits they 

receive—therefore, smaller nations might assume a larger share of the burden despite 

their wealth position—, making defense spending levels potentially more optimal. 

The theory of alliances is closely linked to theories of collective action.  According to 

Sandler and Hartley (2001), the true origins of alliance theory lie in Mancur Olson’s Logic 

of Collective Action (1965).  Collective action refers to activities that require the 

coordination of efforts by two or more individuals to accomplish an outcome: to further 

the interests or wellbeing of the group (Sandler, 1992).  A collective action problem 

                                                
8 See Sandler and Hartley (1999a, pp. 19-20) for references to the new evidence. 
9 These goods or benefits are private among allies (they do not spill over to other nations—excludable), but 
public within each ally.  For example, a nation’s military expenditures to protect its colonial interests provide 
purely public benefits to the nation’s citizens, but do not spill over to other allies.  Other examples of private 
goods include disaster relief, protection of coastal resources, or expenditures for counter-terrorism and/or 
maintenance of domestic order.  Van Ypersele de Strihou pointed to these ally-specific defense benefits in 
1967 in “Sharing the Defense Burden Among Western Allies,” Review of Economics and Statistics, 49(4), 
527-36; cited in Sandler and Hartley (1999a, p. 30); and Sandler & Hartley (2001, p. 876).
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arises when a group’s members are interdependent in their actions in such a way that 

one person’s outcome depends on the actions of others.  Collective action problems are 

pervasive in the everyday life of a modern society.  The provision of national defense is 

also a collective action problem, since most of its components (for example, the 

deployment of a nuclear deterrent or a strategic transport aircraft) can only be provided 

collectively, due to their high cost. 

Olson (1965) showed that individual actions by members of a group intended to further 

their own interests may worsen, rather than enhance, group wellbeing.  Although Olson 

focused mostly on national interest groups, such as unions, he referred to military 

alliances, NATO in particular, as an example of the kinds of international organizations 

that face allocation efficiency problems by sharing a pure public good (Olson, 1965, p. 

36; cited in Sandler and Hartley, 2001, p. 871). 

One of the key themes of theories of collective action is that the size of a group affects 

whether and how efficiently a collective good is provided, with larger groups being less 

able to provide for their members’ welfare.  Specifically, the larger he group, the lower 

the individual contributions become, thus decreasing total group provision (Olson, 

1965).10  The exploitation of the large wealthy allies by the smaller ones in terms of 

unequal burden sharing is a typical collective action problem: as the number of allies 

increases, sharing becomes more and more sub-optimal—thus, small alliances are likely 

to be less sub-optimal than larger ones.

The theories of alliances and collective action have become increasingly relevant in the 

new security environment, where most military crises are addressed by multinational 

action to stem aggression and/or protect strategic resource interests.  Alliances allow 

countries to pool their (diminished) forces and resources in order to address emerging 

military challenges (Sandler, 1993).  A decline in defense resources and the related 

downsizing of armed forces and procurement budgets leave countries with fewer means 

to maintain their security (Sandler and Hartley, 2001), which again leads them to explore 

multinational options. 

Insights gained from the study of collective action within alliances and the methods used 

for that study can be used to understand the structure and behavior of a wide range of 

                                                
10 The rationale for this statement is that the larger the group, the more participants perceive their share of 
the gain as so small that each of them contribute less and less. 
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collective organizations and structures, including pooling arrangements.  Specifically, the 

policy implications of the theory of alliances for burden sharing and alliance composition 

could be relevant to pooling initiatives.  Also, insights from these theories could be used 

to design structures that are better at overcoming barriers to successful implementation. 

2. How can one identify and analyze these barriers? 

This section provides an overview of two approaches for analyzing different types of 

barriers to agreement in negotiating multinational structures: negotiations analysis and 

public choice theory. 

a. Negotiations analysis 

Negotiations analysis offers a set of tools for assessing a negotiating situation and 

developing “winning strategies” (Watkins, 2000a).  This type of analysis operates by 

decomposing the negotiation into characteristic elements with respect to the actual and 

potential parties involved, their perceived interests, their alternatives (to negotiated 

agreement), the linked processes of “creating” and “claiming” value, and efforts to 

“change the game” itself (Sebenius, 2002). 

According to Watkins and Rosegrant, (2001), in order to achieve success or 

“breakthrough” in negotiations, particularly complex ones,11 negotiators should engage in 

four core tasks: they should (a) systematically diagnose the structure of a negotiation; 

(b) identify barriers to agreement; (c) manage potential conflicts and avoid escalation; 

and (d) build momentum toward favorable agreements.12

Structure

Diagnosing the structure of a negotiation is essential to the development of good 

negotiating strategies and consists of analyzing the following (Watkins, 2000a; 

Sebenius, 2002): 

                                                
11 These are negotiations involving multiple parties, issues, agendas.  International negotiations (among 
international state and non-state actors) are usually complex. 
12 These four tasks are not necessarily sequential; they can be mutually reinforcing and therefore, one could 
perform more than one at the same time.  For example, by carefully diagnosing the structure of the 
negotiation, one may be able to defuse potential conflicts or create momentum towards agreement.  
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i. The parties who participate—or could participate13—in the negotiation and 

potential coalitions that may form among them.14

ii. The main issues being negotiated, on which parties take positions.  It may be 

helpful to examine who defined the agenda of issues and how different 

parties frame the same issue.  Also, there may be some “toxic” issues 

damaging the negotiation that could be deferred to a later point. 

iii. The underlying goals and interests that parties seek to advance in 

negotiation, including the tradeoffs among them.  It is important to distinguish 

these interests from the positions taken by the different parties with respect to 

different issues.  Sometimes, choosing which interests to focus on may help 

resolve stalemate in negotiations. 

iv. The parties’ alternatives in case of no negotiated agreement.  Such 

alternatives may be certain or they may be contingent on something else; 

they may also change (improve or deteriorate) over time with new information 

or developments.  For a negotiation to succeed, a negotiated agreement 

must offer higher subjective worth than the parties’ best alternatives without 

agreement.

v. Potential agreements that could be acceptable to all sides.  For a negotiation 

to proceed there must be a Zone of Possible Agreement (ZOPA)—which may 

be perceived differently by each party—that encompasses a whole range of 

possible interests, alternatives and agreements.  Actions that can change 

perceptions of the ZOPA may help secure favorable outcomes. 

vi. Linkages between the current negotiation and other negotiations, past, 

present and future.  Such linkages can reinforce barriers, but they may also 

offer opportunities for agreement. 

vii. Time-related costs and benefits.  Often, the passage of time has an impact 

on the alternatives available to negotiating parties.  Identifying the importance 

of timing for different parties as well as potential events that may compel 

                                                
13 The parties in an international negotiation are likely to change over time (Sebenius, 2002). 
14 Watkins (2000a) stresses the importance of identifying existing and potential coalitions of parties with 
similar interests and the possible effect those can have on the progress of the negotiation. 
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some parties to act may help negotiators influence the outcome of a 

negotiation. 

Allas and Georgiades (2001) propose a similar framework: for them, negotiating 

strategies should develop from a detailed analysis and prediction of the behavior of key 

negotiating parties.  Their framework for analyzing the structure of a negotiation15 starts 

by identifying: 

The key issues under negotiation and the range of possible outcomes for each 

issue; and 

The stakeholders that can influence decisions on any issue, and their objectives. 

Then, they investigate three pieces of information for each stakeholder that help predict 

their behavior: 

Position: each party’s preferred outcome on each particular issue; 

Salience: the importance of each issue for each party as compared with other 

issues; and 

Clout: each stakeholder’s power to influence the decision on each issue. 

International negotiations are complicated two-level games, where sovereign nations 

negotiate with each other, while at the same time, within each nation, complex domestic 

negotiations take place.  Moravcsik (1993) distinguishes between international and 

domestic actors in international negotiations related to armaments collaboration: at the 

international level, states and their governments are the key actors, while at the 

domestic level decision-making over defense collaboration involves complex interactions 

among three categories of players: 

i. Chief executives (President, Prime Minister), who initiate and preside over 

negotiations; 

                                                
15 Their analysis is based on the theoretical and empirical work carried out by Decision Insights Incorporated 
(DII; www.diiusa.com), a consulting company specializing in the computer-supported simulation of 
negotiations and political decisions.  DII has developed a game-theory model for simulating multi-party 
negotiations (Allas & Georgiades, 2001). 

http://www.diiusa.com
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ii. Ministries of Defense and their top officials, who plan and execute 

negotiations; and 

iii. Defense companies, who have to “ratify” the results of negotiations. 

A fourth, particularly influential type of domestic actor, not included in Moravcsik’s 

classification, is the political establishment: other cabinet members (outside the Defense 

Ministry), national parliaments, political parties and their constituencies.  Finance 

Ministries often have a say and need to approve sizeable defense investments.  

Furthermore, in many nations, decisions—particularly on national security matters—are 

not taken solely by the chief executive, but are the subject of extensive internal debate 

among different political factions and need to be ratified or approved by national 

parliaments before becoming effective. 

Each of these domestic players has their own interests (for example, international and 

domestic political interests for chief executives; national military interests for MoDs; 

economic interests for defense firms; political/constituency interests for parliaments; and 

others) and external incentives to which they respond.  Interested parties from the 

political establishment often can influence the outcome of negotiations by shaping the 

positions of the official negotiators (the political leadership) or by setting limits to these 

negotiators’ ability to take decisions and make commitments.16

Moravcsik (1993) notes that domestic defense firms and their allies—including labor 

unions and parliamentarians—have more concentrated political power and thus their 

interests tend to prevail over military and governmental/MoD interests.  This is due to the 

fact that industrial interests are stronger and more concentrated and at the same time, 

the implications of collaboration on such interests are more concrete (usually the costs 

to industry of collaboration and pooling are more tangible than the benefits).  Businesses 

and labor unions can exercise pressure on governments through various means, such 

as “campaign contributions, elite networks, labor protests and electoral mobilization 

against restricting [domestic] production” (Moravcsik, 1993, p. 136). 

Actors in a negotiation may exhibit two types of behavior: they may engage in actions 

that “create value,” by enhancing what can be jointly gained through agreement; and 
                                                
16 The case study of the A400M presented in Chapter Six illustrates the importance of such non-state actors 
(for example, parliamentary committees) in multinational negotiations. 
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actions that “claim value,” aimed at allocating the value of an agreement.17  Creating 

value implies reaching mutually beneficial agreements and preventing conflict in 

negotiations that are “integrative” or “win-win” (as opposed to “zero-sum”).  This may be 

possible when negotiators have shared interests or want the same outcome from a 

negotiation; when there are economies of scale to be gained from agreement; or when 

differences among parties (in characteristics, preferences and other areas) allow for 

mutually beneficial trades to be made—therefore agreement can create value.  Value-

creating behavior is mostly cooperative and involves “to share information, communicate 

clearly, be creative, and channel hostilities productively” (Sebenius, 2002, p. 239).  

Claiming value is behavior common in ”zero-sum” or “distributive” negotiations, where 

gains for one party imply losses for the other.  Value-claiming tactics include shaping 

perceived alternatives to agreement, making commitments, taking strong positions, and 

others.

Barriers

Diagnosing the structure of a negotiation is critical, since it helps identify key barriers to 

agreement and potential opportunities for breakthrough (Watkins, 2000a).  One of the 

main reasons why negotiations often fail is that participants are not able to detect and 

address the specific barriers they face (Watkins and Rosegrant, 2001).  Negotiations 

theory offers a framework for analyzing barriers to negotiated agreement, which consists 

of guidelines for diagnosing key types of barriers and recommendations for designing 

processes to overcome them.  The most common types of barriers include:18

Structural barriers.  As their name implies, these barriers arise because of the way the 

negotiation is structured.  For example, obstacles to negotiated agreement may be 

created because too many (or the wrong) parties are at the negotiating table; the agenda 

may be too narrow or too broad; poor communication channels among parties may be 

contributing to misunderstandings; or coalitions may have formed that oppose 

agreement.

Strategic barriers.  These arise from the interaction between the rational strategies used 

by negotiators to advance their interests.  Negotiators may be uncertain about each 

other’s intentions; they may feel vulnerable if they reveal their true interests or if they are 

                                                
17 The section on creating and claiming value is based on Sebenius (2002). 
18 Unless otherwise indicated, the discussion of barriers is based on Watkins (2000b).



154

seen to make concessions in sensitive matters; or communication between the sides 

may be poor.  Informational asymmetries and perceptions of vulnerability may result in 

either side making rational strategic choices, which, however, lead to sub-optimal or no 

agreement at the collective level.  For example, negotiators may be overly aggressive, 

which may undermine their potential for reaching agreement. 

Psychological barriers.  These barriers reflect the biases in the negotiating parties’ 

perceptions and judgments: the way they interpret information, evaluate risks, set 

priorities, and experience feelings of gain or loss.  Common psychological barriers 

include rigid preexisting beliefs and stereotypes or “mental models”; overconfidence; 

loss aversion and conservatism; partisanship; and groupthink.19  To illustrate, loss 

aversion may preclude potential agreements because negotiators are not prepared to 

accept potential short-term losses in order to achieve long-term benefits from a broader 

agreement.

Related to psychological barriers are cultural ones.  These refer to differences in 

communication styles, norms and worldviews, as well as to the inherent ethnocentrism20

among members of different countries and cultures.  Various cultures may differ in their 

beliefs about what creates value or who has legitimacy to make decisions; they also may 

have different patterns of decisionmaking.  National cultures are only one element of this 

barrier; professional training may create its own culture, while organizational cultures 

may also impede successful negotiations.  Cultures can be expressed in different 

communications styles; social norms; beliefs, assumptions and values.  Although culture 

within Europe, particularly the EU, is relatively homogeneous in comparison to other 

cultures, there are still important intercultural differences that may hinder negotiations.  

As noted in the previous section, international negotiations are a two-level game.  For 

example, in negotiations over European armaments collaboration, parallel to the official 

negotiations among governments, the latter need to negotiate internally in order to 

obtain approval (from national parliaments and potentially other constituencies as well) 

                                                
19 Groupthink refers to the psychological transformations which occur within opposing sides when conflicts 
take place between groups.  Key symptoms include increased internal cohesion (“we” vs. “them”), illusion of 
invulnerability leading to excessive optimism and risk-taking, closed-mindedness, group pressures towards 
uniformity.  Groupthink may, for instance, influence the negotiating process by discouraging communication 
among groups (Watkins, 2000b). 
20 The members of a given culture tend to be ethnocentric, that is they tend to see their own group’s values 
as universal and superior to those of other groups (Watkins and Rosegrant, 2001). 
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for their actions.  A government that needs to commit to a specific amount of funds in 

order to participate in a joint project most probably needs parliamentary authorization for 

these funds, through the budgeting process.  In that context, institutional barriers result 

from internal political and organizational dynamics within institutions, groups or 

organizations—national governments, their agencies, parliaments, political parties, 

armed forces, defense industries and others—that complicate negotiations between 

them.  Internal politics, organizational weaknesses and differences in legal and 

governance systems are some of the types of institutional barriers typically encountered.  

Some examples include domestic political considerations that restrain political leaders 

from making compromises or from risking to alienate important constituencies; 

bureaucratic structures that restrict the free flow of information; weak internal 

organization of negotiating parties; and blocking coalitions,21 among others (Watkins and 

Rosegrant, 2001). 

Distinctions among different types of barriers are not always clear.22  Moreover, barriers 

may interact and reinforce each other.  Different areas of conflict or negotiations on 

different issues within the same area may bring into play different barriers.  This makes it 

critical to possess a deep understanding of the history and content of a given negotiation 

and to appreciate its social, political and institutional context (Arrow et al., 1995).  Also, 

the problem of achieving efficient negotiations can be examined at different levels of 

analysis, ranging “from the cognitive and motivational processes of the individual to the 

dynamics of institutions” (Arrow et al., 1995, p. 7). 

Managing conflict 

Managing conflict is particularly important in international negotiations and often may 

require the intervention of parties outside the negotiation.  These parties can be 

traditional (impartial) mediators who seek to facilitate and enhance communication and 

cooperation among negotiating parties; negotiators themselves who advance their own 

interests; or arbitrators, who are impartial third parties with coercive power to impose 

settlement terms. 

                                                
21 These are coalitions that oppose agreement.
22 The categorization of barriers presented in this section is not the only one in the literature.  For instance, 
Arrow et al. (1995) distinguish barriers into three broad classes: (1) tactical and strategic, (2) psychological, 
and (3) institutional, organizational, or structural. 
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Building momentum 

Sometimes including particular elements in the design of the negotiating process can 

build momentum.  In international negotiations, some common processes that help in 

that direction are phased agreements, confidence-building mechanisms and secret 

diplomacy.23

In phased agreements the parties negotiate easier and/or less controversial issues first, 

implementing the resulting agreement, and then moving on to negotiating more 

complicated issues.  Alternatively, parties can initially agree on a set of common 

principles for an acceptable agreement and then use these principles to negotiate more 

specific and controversial issues.  The logic of this technique is that early agreement 

helps build trust and change the attitudes of negotiating parties in that it creates a sense 

of investment in the process among them.  This builds momentum for tackling the more 

difficult issues and barriers. 

Confidence-building measures are particularly valuable in encouraging cooperation 

when there is a low level of trust among parties.  Such measures include establishing 

verification mechanisms to reduce mutual uncertainty and increase transparency; 

proceeding in a series of small and mutually verifiable steps (incrementalism); and 

embedding negotiations in a larger (long-term) context to foster compliance. 

Finally, secret diplomacy sometimes enables leaders to avoid intense internal 

negotiations by temporarily keeping their constituencies outside of the negotiation.  This 

allows them, at least temporarily, to concentrate on the substance rather than the politics 

of a negotiation. 

All these techniques can be extremely useful in “unblocking” the negotiating process, but 

they need to be applied with great care, as they may backfire.  For example, secret 

diplomacy may cause violent protest from the excluded constituencies, which may derail 

the negotiating process. 

Besides the above processes, there are two additional ways of breaking stalemate and 

creating momentum towards agreement in negotiations.  One is time pressure.  There 

are different ways of creating such pressure: by influencing parties’ perceptions of the 

impact of time on their alternatives (and thus emphasizing the costs of delaying 

                                                
23 Discussion based on Watkins and Rosegrant (2001, pp. 98-100).
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agreement); or by orchestrating action-forcing events (such as deadlines) that create 

pressure on participants to make decisions or they will incur significant costs.  Another 

technique is sequencing: managing the sequence in which issues are addressed in a 

negotiation; the sequence in which actors interact with each other; or the order in which 

linked negotiations are dealt with. 

EU negotiations literature 

A significant part of the literature on European integration and policymaking in the EU 

deals more or less explicitly with the process of negotiation among Member States on a 

variety of issues.  Furthermore, the EU acts as a negotiator in various international 

settings (for example, in the WTO or in enlargement negotiations).  The negotiation 

perspective on the EU can be framed by three aspects: negotiation as a process; 

negotiation as a system; and negotiation as order.24

Negotiating processes within the EU are characterized by their main actors—the 

Member States; the actors’ interests, which may be shared or opposing; the strategic 

interaction among them; the linkages between different negotiations and issues; and the 

compromises made.  The dominant characteristic of negotiation processes in the EU is 

diversity—of negotiating contexts and occasions; of actors and preferences; of 

strategies, negotiation styles and communication; and of outcomes. 

The EU as a negotiating system has several unique characteristics: 

– Negotiations in the EU are highly institutionalized, with a clear set of rules and 

norms specifying when, where and how negotiations should take place.25 

– Bargaining in the EU is an ongoing process and negotiations on different issues 

may be interlinked or overlapping. 

– EU decision-making and bargaining processes involve multiple sets of actors at 

different levels: the European Council, the European Commission and Parliament 

are the key institutional actors, but there are also other, more informal networks 

of actors.

                                                
24 This section is based on the discussion in Elgström and Smith (2000). 
25 These rules and norms emerged, themselves, through negotiation. 
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– Besides the formal negotiations, there are informal networks and channels 

through which bargaining takes place.   

– There are linkages not only among negotiations on different issues, but also 

among EU internal and external negotiations, the boundaries among which are 

not always clear. 

The EU as negotiated order rests not only on its institutions and procedures for 

negotiation, but also on a powerful set of normative rules.  Two approaches can be 

taken to this idea of negotiated order: a structural approach—which sees the EU as “a 

nascent form of world order, gaining much of its strength from the robustness of the [its] 

negotiation system”; and a second approach, which focuses more on “the processes 

through which a negotiated order is established, maintained and modified” (Elgström and 

Smith, 2000, p. 678).  Furthermore, a large part of EU negotiations deal with “the 

continuous shaping and reshaping of rules and procedures…across many sectors and at 

a number of different levels” (Elgström and Smith, 2000, p. 679). 

b. Public choice theory 

Another approach that is relevant to the analysis of barriers to negotiated agreement is 

public choice theory.  Defense is a classic example of a public good where government 

intervention is necessary to produce a socially desirable outcome.  Public choice theory 

argues that such government intervention can fail.  This theory focuses on the many 

different stakeholders in the political marketplace—voters, political parties, governments, 

bureaucracies, and other interest groups—who act according to their interests.  Within 

military alliances, in particular, such as the NATO military-industrial-political complex, 

stakeholders include the NATO headquarters and organization, earmarked NATO 

forces, NATO-supported armaments programs, as well as national defense ministries, 

national armed forces and defense contractors (Sandler and Hartley, 1999b). 

The public good nature of defense and military alliances provides opportunities for 

stakeholders in the military-industrial-political complex to pursue their own interests (for 

example, in maintaining their budgets, incomes and turf) above all, while claiming to 

represent the best interests of society.  This leads to certain behaviors: for example, 

within a military alliance, the tendency to identify new threats and formulate new roles for 

that alliance and its armed forces.  In the context of NATO, this allows key interest 
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groups “to justify a certain level of NATO forces and their continued requirement for 

modern defense equipment capable of operating in a variety of combat situations in 

areas outside the traditional NATO boundaries.  Thus there is an emphasis on 

peacekeeping, peace enforcing, and humanitarian roles…with such roles requiring rapid 

reaction forces with supporting strategic airlift and sealift capabilities” (Sandler and 

Hartley, 1999b, pp. 127). 

Public choice theories seem to fit the facts of the military-industrial-political complex and 

offer plausible explanations of the behavior of the main players in that complex.  

However, they have been criticized that, even though supported by “casual empiricism,” 

these theories are not rigorous enough and “no substitute for clearly specified 

hypotheses and predictions capable of being tested, refuted and compared with 

alternative models” (Sandler and Hartley, 1999b, p. 127). 

3. How should pooling arrangements be designed and negotiated in order 
to overcome or avoid barriers to implementation? 

By identifying the key barriers to agreement, negotiators can develop or adjust their 

strategies to overcome these barriers or to avoid them altogether.  Existing literature–

both the broader literature on negotiations, club theory, and new institutional economics, 

as well as more specific literature on European defense capabilities–contains examples 

and proposals regarding ways to design pooling arrangements in order to make them 

more feasible and sustainable. 

a. Broader literature on designing strategies to overcome barriers to 
negotiated agreement 

Negotiations theory contains specific suggestions on how to overcome different types of 

barriers to agreement by developing negotiating strategies and designing processes: 

An assessment of structural barriers can help negotiators decide how to try to shape the 

structure of their negotiations.  Watkins (2000b) mentions several examples: if too many 

parties are at the table, the negotiator can try to reduce the number of parties by 

convincing some to be represented by others; if parties are locked into incompatible 

positions, the negotiator should try to make them focus on interests and identify 

opportunities to enlarge the pie; if some of the issues being negotiated are “toxic” and 
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thus blocking the whole process, then deferring negotiation on these issues could help 

move the process forward; finally, if the parties lack good channels of communication, 

one could develop new channels, perhaps by using third party mediators or facilitators. 

In order to overcome strategic barriers, negotiating parties need to find ways to increase 

mutual confidence by changing the structure and process of the negotiation.  A number 

of useful techniques to do that include installing verification regimes to increase 

transparency; proceeding in small, mutually verifiable steps (“incrementalism”); and 

involving powerful outside guarantors authorized to punish non-compliance (Watkins, 

2000b).

Third-party mediation can also help overcome psychological barriers, particularly 

because the mediator can consult with each party separately.  Furthermore, 

mechanisms that help establish a base of facts are helpful in toning down 

overconfidence.  Bringing together members of contending parties for longer periods of 

time can sometimes help reduce partisanship. 

Understanding the cultural influences on the worldviews of the negotiating parties is 

particularly useful in probing their underlying assumptions with respect to power and 

value.  Asking who has the legitimate authority to make decisions and what each side 

thinks creates social value are key questions regarding power and value respectively.  

Collectivist cultures tend to value consensus and group cohesion more than individualist 

cultures.  Understanding such nuances helps negotiators gain insights into each other’s 

behavior, and promotes communication and the establishment of bases for agreement.  

Furthermore, in intercultural negotiations, awareness of one’s own culture as well as the 

counterpart’s may help prevent misperceptions that could stall negotiations.

Strong leadership and coalition-building skills are critical for overcoming institutional 

barriers.  In addition, secret diplomacy and gradual or multi-stage26 negotiation 

processes are very important in helping manage internal politics at a slower pace in 

order to reduce institutional resistance to change. 

                                                
26 Multi-stage processes usually begin with principles and then proceed to details. 
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With respect to the design and adjustment of negotiating strategies, Watkins and 

Rosegrant (2001) identify seven “principles of breakthrough negotiation.”  Specifically, 

successful negotiators: 

a. Shape the structure of their situations—by involving the right people, controlling 

the issue agenda, creating linkages that enhance their bargaining power or other 

strategic moves; 

b. Learn by doing the necessary preparation to negotiate (and continue to learn at 

the negotiating table); 

c. Control the process of the negotiation; 

d. Foster agreement, when possible, but employ force in explicit or implicit ways, 

when necessary; 

e. Anticipate and manage conflict by diagnosing potential sources of conflict and 

addressing them; 

f. Build momentum towards agreement, for instance by securing early agreement 

on basic principles or a framework for detailed bargaining in order to make 

reversal more costly; 

g. “Lead from the middle” by managing internal decision making on their side, while 

at the same time paying close attention to the decision-making process of the 

opposite side. 

The theory of collective action also offers insights into addressing key barriers through 

institutional design.  One of the key themes of the literature on collective action is that 

collective failure—the failure of collective action to serve the collective wellbeing—may 

be overcome through selective incentives (such as giving private benefit inducements) 

and institutional design.  For example, Olson (1965) suggested that larger groups could 

deal with collective action problems by dividing themselves into smaller sub-groups 

(where individual action is more visible), organized in a federal structure. 

An offshoot of collective action theory is club theory.  A club is defined as “a voluntary 

collective that derives mutual benefits from sharing one or more of the following: 

production costs, the members’ characteristics, or an impure public good characterized 
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by excludable benefits.  Such excludable public goods are called “club goods” (Sandler, 

1992, p. 63).  Clubs have been put forward as an institutional solution to collective action 

problems.  A characteristic of clubs is that they possess an affordable method of 

exclusion (for example, barriers to entry and access fees or tolls) for keeping no-

contributors from free riding and, therefore, for overcoming the collective action problem.  

For instance, a military alliance sharing conventional armaments can withhold protection 

from non-contributors; an alliance with a common economic market can use tariff 

barriers are a means of distinguishing members from non-members (Sandler, 1992). 

NATO, as a supranational organization with powers over the defense of individual 

members, has been characterized as a defense club, where members benefit from 

collective security in return for a membership fee.27

The EU can also be seen as a club that provides its members with greater benefits than 

could be achieved by independent action (Hartley, 2003).  Initially, the majority of the EU 

club’s benefits have been economic,28 although the extension of the activities of the EU 

into defense should provide Member States with access to other types of public goods 

available to all members.  A common EU defense policy and rapid reaction force would 

provide security and protection to all Member States.  Unfortunately, it would also 

provide incentives for some nations to free-ride on the collective defense provision, thus 

creating burden-sharing problems and the exploitation of the rich by the poor Member 

States (Hartley, 2003). 

Another approach to institutional and process design for addressing barriers to 

agreement is through new institutional economics.  Within that context, Sandler and 

Hartley (1999b) analyze the design of the NATO Alliance, both in terms of the linkages 

among allies and the internal structure of the alliance.29  NATO member nations must be 

linked to each other in order to accomplish common goals. 

                                                
27 This fee consists of a direct contribution to financing the Alliance’s common infrastructure (airfields, 
communications, radar warning and other elements) plus other costs in the form of a collective defense 
obligation with general commitments and constraints on the level and composition of defense expenditure 
(Hartley, 1983).
28 These benefits were largely the result of the removal of tariff barriers between Member States, the 
introduction of a common external tariff and the creation of a single market for civil goods and services. 
29 A previous section examined Sandler and Hartley’s work on linkage costs and benefits; this section 
focuses on integration within an alliance and design issues. 
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Alliances can be loosely integrated, allowing their members significant autonomy and 

flexibility; or they can be tightly integrated, meaning that all defense decisions are made 

at the supranational (alliance) level.  Linkage integration refers to the extent of 

cooperation among the joined allies” (Sandler and Hartley, 1999b, p. 232).  The degree 

of integration depends on a set of structural parameters such as the frequency of 

policymakers’ meetings; the proportion of total alliance spending that is commonly 

funded; the binding nature of alliance decisions on its members; the decision rules used; 

and the scale of communications among allies’ policymakers.30  The more frequent the 

meetings among policy makers, the more integrated the alliance.  The higher the 

proportion of total alliance spending that is commonly funded, the more allies give up 

their autonomy in favor of the alliance.  The more binding alliance decisions are on its 

members and the more intense and close the communication, the tighter the integration.  

Finally, the more an alliance moves towards unanimity in decision-making (allowing for 

individual vetoes), the less integrated it is.  Hartley and Sandler (1999b) characterize 

NATO as a loose alliance, because its members largely retain their autonomy over the 

bulk of their defense spending. 

The degree of integration of an alliance directly affects linkage benefits and costs.  

Tighter integration raises linkage benefits from “efficiency gains, scale economies, 

enhanced security, information acquisition and complementarities from increased 

cooperation” (Sandler and Hartley, 1999b, p. 234).  Alliance efficiency (increased 

security for a given level of expenditure) is enhanced, but only up to a certain extent.  

Benefits are subject to diminishing returns, since the rate of efficiency improvement 

declines with increased integration.  On the cost side, the tighter an alliance becomes, 

implying an increasing need to make decisions at the collective level, the higher the 

linkage costs from decision-making complexities, interdependence, enforcement and 

monitoring, infrastructure expenses and risks.  Therefore, increased alliance integration 

poses tradeoffs, as both linkage benefits and costs progressively rise.  According to 

Sandler and Hartley (1999b), these tradeoffs must be taken into account when designing 

and forming an alliance.  These conclusions are potentially relevant to other structures 

besides alliances, such as, in this case, pooling arrangements. 

                                                
30 Sandler and Hartley choose the second parameter, the percentage of common funding, as their preferred 
measure of integration.  This parameter is measured as the ratio of the sum of NATO’s common funding on 
its civil, military and infrastructure budgets over all allies’ defense spending. 
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Also, the conditions for forming effective alliances explored in new institutional 

economics are relevant to the creation of viable multinational arrangements.  The first 

stage in alliance formation deals with sufficiency conditions: at least two conditions must 

be satisfied for an alliance or linkage31 to be formed.  First, net linkage benefits—the 

difference between linkage benefits and costs—must be positive for alliance members 

as a whole.  Given that linkage costs increase and linkage benefits level out rapidly with 

increased integration, an alliance that starts as a loose arrangement32 and progressively 

becomes more integrated, as needed, may have higher chances of creation and 

survival.  Second, the net gains from the linkage must be distributed so that each 

alliance member receives a net benefit.  Assuming that allies have different national 

income levels, strategic interests and risks, this second requirement implies that some 

members will need to be given side payments or concessions, for example, subsidies.  

In the second stage of alliance formation, the structural form with the highest net linkage 

benefits must be chosen among alternative feasible structures that satisfy sufficiency 

conditions.  Finally, as different parameters change—for example, technology, alliance 

membership, national strategic doctrines and allies’ tastes—linkage benefits and costs 

are also likely to change, requiring an adjustment of the alliance structure to make sure 

the net linkage benefits are still maximized (Sandler and Hartley, 1999b). 

b. Literature specific to European defense capabilities and related 
multinational initiatives 

Lutz (2002) suggests that multinational arrangements should not compromise national 

sovereignty or national security needs by requiring nations to commit ownership and 

management of their resources to a supranational authority.  Rather than following a top-

down division of labor, individual nations should be able to determine the nature and 

degree of their cooperation with others.  Countries are given good reasons for pooling 

their equipment and should not feel limited in exercising their sovereignty.33  For 

example, participating countries should retain the right to withdraw their aircraft and 

aircrews in order to use them for an overriding national need (Alexander and Garden, 

2001).  This enhances the political feasibility of pooling arrangements. 
                                                
31 This could be a linkage within an existing alliance, such as an agreement for weapon standardization. 
32 That is an arrangement where allies preserve their autonomy. 
33 See also Assembly of the WEU (2001b). 
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Another suggestion is that pooling should be pursued progressively.  “An abrupt move 

towards complete integration of military capabilities” would not be feasible, given existing 

national sensitivities and policy divergences in defense matters.  EU nations could start 

by identifying a few uncontroversial and near-term projects (for example, with a time-

horizon of five years) that offer practical opportunities to rationalize and pool useful 

capabilities with “the greatest benefits as quickly as possible and with the least political 

difficulty” (Centre for Defense Studies, 2001, p. 21).  These projects should be 

“rigorously audited to provide data for future budgetary arrangements and as indicators 

of the way ahead for the future” (Centre for Defense Studies, 2001, p. 24).  In addition, 

auditing should demonstrate how national taxpayers would benefit from these shared 

capabilities (Alexander and Garden, 2001).  The momentum created from these early 

successes could be beneficial for progressively initiating more integrated arrangements. 

Gradual implementation of multinational pooling arrangements would also be beneficial 

for the process of building trust relationships among cooperating nations.  Through 

positive experiences from previous cooperation nations could build mutual confidence, 

which could make division of labor and, therefore, multinational solutions easier since 

the fear of interdependence would diminish (Lutz, 2002).  Finally, positive experiences 

from cooperation in other issue areas could have a spillover effect to cooperation in 

defense matters (Lutz, 2002). 

Another important consideration in designing multinational structures is financing.  

Financing schemes for common capabilities are crucial for resolving (or avoiding) burden 

sharing problems.  One such scheme is the development of a planning and budgetary 

system at European level, which could eventually create a requirement for a European 

defense budget.  Initially, Member States could allocate a small portion of their defense 

budget to a common fund to start producing useful capabilities on a supranational basis 

(Alexander and Garden, 2001; Garden, 2003).  This fund would be managed by the EU; 

Member States would be able to contribute either funds or military capabilities.  “A 

mechanism…would build in opportunity costs for given choices, encourage more 

compatibility between the structures of different national defense budgets, and help 
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promote cost optimizing schemes, such as pooling arrangements” (Centre for Defense 

Studies, 2001, p. 23).34

Such a system could help reduce free-rider problems—since all members would have 

control over their contributions—and enhance capabilities—since nations would probably 

choose to build up their own military capabilities rather than to contribute money to the 

employment and industries of other nations (Garden, 2003).  In addition, peer pressure 

and legally binding commitments to a given level of defense expenditure would be more 

compelling than the current, low-key incentives for cooperation. 

A common European budgetary arrangement could also establish a clear mechanism for 

channeling the funds saved from pooling towards improving European defense 

capabilities, rather than for other national purposes, not necessarily defense-related.  

Such a mechanism for sharing the benefits of pooling at the European level would 

increase incentives for nations, large and small, to enter into pooling arrangements.35

Of course, although this process could make planning and audit at the European level 

more effective, “There would need to be a full audit system to value and assess 

contributions.  Unfortunately, such a financing structure would be difficult to implement 

given member nations’ concerns about national sovereignty in the defense field” 

(Garden, 2003b). 

4. Summary of what is known and not known about the barriers linked to 
the politics of strategic airlift and the methodologies for analyzing them 

The focus of much of the literature on barriers to negotiated agreement is on actors, their 

interests, and strategic interaction among them as part of the negotiating process.  Only 

through a careful analysis of these actors and their context is it possible to identify the 

main barriers and to devise strategies for overcoming them. 

So far, there has been no systematic effort to analyze the barriers that come in the way 

of agreement in negotiations on pooling European resources in order to improve 

collective capabilities.  Various barriers have been described but no comprehensive 

                                                
34 Existing EU budgetary systems, such as the Common Agricultural Policy (CAP) could be used as a basis 
for building a similar system for the pooling of defense capabilities such as airlift. 
35 Author’s interview with Sir Timothy Garden, 2003.
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framework has been used to analyze them and develop approaches for overcoming 

them.  Furthermore, although there has been some discussion of different principles that 

should be followed—and pitfalls that should be avoided—when designing multinational 

structures, this has not been done systematically or comprehensively. 

Negotiations theory offers a framework for analyzing barriers and proposes strategies for 

addressing different types of barriers.  In other words, negotiations analysis is both 

descriptive and prescriptive, which fits well with the purposes of this dissertation.  The 

second part of the dissertation uses negotiations analysis to address the gap in the 

literature identified above.  Specifically, the challenges in implementing multinational 

solutions to Europe’s airlift problem are analyzed as a negotiations problem.  The 

systematic analysis of the elements of this negotiating situation offers insights that help 

with the development of appropriate strategies for successfully implementing these 

controversial, but cost-effective policy solutions. 

III. Methodology – Framework for Analysis 

1. Research Questions and Hypothesis 

Despite the fact that pooling solutions to Europe’s strategic airlift shortfall are likely to be 

more affordable and cost-effective than national approaches, such solutions have not yet 

been implemented in a systematic way by European defense establishments.  The two 

chapters that follow examine why this is the case and how European nations can identify 

and tackle the main obstacles to implementing multinational solutions.  The analysis has 

two objectives: first, to identify the key barriers to negotiated agreement on the 

implementation of pooling options; and second, to suggest potential strategies for 

overcoming these barriers and for building momentum towards agreement. 
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Table 5.1: Research Questions and Hypothesis for Part 2 

Research questions What are key barriers to implementing 

multinational/pooling solutions for 

improving European strategic airlift 

capabilities?  How can these barriers be 

overcome? 

Hypothesis Anticipation and/or early diagnosis of 

potential barriers can lead to formulating 

strategies for overcoming (or avoiding) 

them.

2. Methodology – Key Steps 

Multinational or pooling arrangements for addressing the shortfall in European strategic 

airlift capabilities emerge from negotiations among the key parties—Member States, 

their defense establishments, and (indirectly) international institutional actors, such as 

the EU and NATO.  Several issues that arise during these negotiations may act as 

barriers to agreement.  The methodology to analyze and address these barriers, based 

on negotiations analysis, consists of the following steps: 

STEP 1: Diagnose the structure of the negotiation 

This step uses elements of the frameworks proposed by negotiations analysis to 

examine key aspects of the structure of a collaborative arrangement and of the process 

through which it is negotiated.  Below are some examples of the types of hypotheses 

tested in this step:

- While EU nations share a pressing need for strategic airlift, they have different 

loyalties (to their European vs. transatlantic partners), which create tensions 

among them and prevent them from agreeing on a common way to address that 

need.
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- Smaller nations have more to gain from participating in pooling arrangements 

and therefore are more inclined to do so, than bigger ones. 

- Industrial and political interests often prevail over performance and efficiency 

considerations in decisions over how to improve strategic airlift capabilities (and 

defense capabilities in general). 

Key sources of data for this analysis are public documents from the EU, NATO, and 

individual Member States.  In addition, insights gained through interviews with officials 

from different levels of national and international organizations36 as well as from 

research, academia and the defense industry, are crucial to the analysis.  Many of the 

people interviewed, even if they are not stakeholders themselves, provide valuable 

accounts based on their dealings with stakeholders and their knowledge of the details of 

specific negotiations. 

STEP 2: Identify key barriers to negotiated agreement 

The analysis of the structure of multinational arrangements and their negotiations should 

indicate certain barriers that make achieving agreement challenging.  Different types of 

barriers—structural, strategic, psychological, institutional and cultural—are explored in 

this step.  For instance, structural barriers can be identified by asking questions such as 

the following (Watkins, 2000a): 

Are the wrong parties at the table?  Are there too many parties? 

Do parties have incompatible aspirations and positions? 

Is the agenda too broad or too narrow?  Is the sequence in which the issues 

are being negotiated making it harder to achieve agreement? 

Are (their) alternatives unattractive to some parties? 

Are linkages between negotiations constraining parties’ actions and/or 

impeding agreement? 

Is the cost of delay high?  Does the impact of time differ among negotiating 

parties?

                                                
36 These organizations include, among others, the EU Military Staff, European Defense Agency, European 
Airlift Centre, and NATO. 
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Three of the hypotheses tested in this step are the following: 

- The lack of a perceived pressing need among European nations for improving 

their strategic airlift capabilities—which derives from a lack of consensus among 

them on the nature and extent of the military role of the EU—decreases the 

likelihood of negotiated agreement. 

- The unequal distribution of the benefits from pooling initiatives between bigger 

and smaller nations and the resulting lack of incentives for the former to 

participate in them are key challenges to negotiations around such initiatives. 

- The likelihood of successful outcomes in negotiations around proposed pooling 

arrangements increases when there are clear rules and formulas governing the 

burden sharing relationships in such arrangements. 

The data used in this and in the following step is derived from research interviews with 

decision-makers (such as national, EU and NATO officials, industry executives) or with 

people who have access to them. 

STEP 3: Identify avoidable barriers and process innovations that can achieve 
breakthrough in the negotiation 

The third step in this analysis uses findings from the diagnosis of the structure of a 

negotiation and of barriers to agreement to propose strategies for designing a process 

that will facilitate negotiated agreements in strategic airlift matters.  These strategies are 

based on an identification (a) of barriers that can be avoided and (b) process-related 

innovations (“enablers”) that help overcome barriers and build momentum towards 

agreement.

For example, if parties are locked in incompatible positions, then focusing on the parties’ 

underlying interests (where some overlap may exist), rather than their stated positions 

could help address that barrier.37  Similarly, if the sequence in which issues are 

negotiated makes agreement more difficult, then changing or controlling that sequence 

could increase the chances of agreement.  Finally, linking the current negotiation to 

                                                
37 It may be possible to reconcile irreconcilable positions by focusing on interests (see Fischer and Ury, 
1981). 
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another, successful negotiation could create positive spillover effects and increase 

momentum. 

Examples of hypotheses tested in this step of the analysis include the following:   

- Strong political will and leadership—particularly participation by at least one big 

nation—, based on a common vision, increase the likelihood of successful 

implementation of pooling solutions. 

- Implementing pooling arrangements gradually helps decrease political and 

institutional resistance to them.  Starting with initiatives that offer the greatest 

benefits as quickly as possible (early successes) and involve the least political 

difficulty helps build momentum for more integrative initiatives. 

- Basing European pooling attempts (both acquisition and operational) on clearly 

defined decision rules (determining who contributes what to the pool; who has 

access to what etc.) improves the odds of their success significantly.  Burden 

sharing calculations should be transparent and approved by all parties.  The 

model of pooling should be clear and generally accepted by all interested parties. 

Application of the framework to analyze and draw lessons from a case study of 
the A400M transport aircraft program 

The above framework is used to develop a case study of the A400M transport aircraft 

program.  This case study is presented in Chapter Six.  The A400M program is an 

example of acquisition pooling of a critical capability where individual nations retain 

ownership of the final product.  There is a long history of negotiations among partner 

nations before the actual launch of the program, which involved multiple delays and 

setbacks due to various economic and political obstacles.  The politics surrounding the 

A400M negotiations, starting from the conception of the program until its formal launch 

and the beginning of production, are characteristic, in many aspects, of the way 

multinational initiatives are negotiated at the European level.  Therefore, the A400M has 

been chosen as a case study because it is a good illustration of the typical barriers to 

reaching agreement, at the European level, in negotiations over the creation of pooling 

arrangements and other multinational structures.  The reasons why these barriers 

existed, as well as the processes through which some of the barriers were avoided or 
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overcome (and the reasons why they were not overcome, if that is the case) are 

analyzed.  The goal of this case study is to gain insights into the workings and dynamics 

of European multinational efforts. 

Then, in Chapter Seven, the lessons learned from the case study are applied to the 

analysis of broader European efforts to achieve a solid, efficient and affordable strategic 

airlift capability by pooling (acquisition and management of) their airlift resources.  This is 

done using a hypothetical negotiation over establishing a European Air Transport 

Command as a concrete example.  I assume that the establishment of a EATC implies 

the creation of a European strategic airlift fleet according to the AWACS model, by 

combining pooled funding and acquisition (collective ownership) of strategic airlift assets 

with pooled management of those assets.  This is a case of “pure” pooling as described 

in Chapter Four.38  The joint airlift fleet under a EATC would imply, among others, joint 

planning, command & control, common basing (i.e. reduction in the number of bases), 

and an integrated system for training and logistics, including support and maintenance.

The choice of the EATC as a hypothetical case is based on the assumption that a 

common airlift command would be the most efficient way to organize and operate 

European airlift capabilities, resulting in very large potential benefits for participating 

nations.  At the same time, however, a EATC and, by extension, a European strategic 

airlift fleet would also be the most controversial among policy options since it is the one 

that infringes the most on national sovereignty.  The controversy surrounding the EATC 

initiative makes it a good extreme case for gaining insights into the types of barriers that 

are likely to block the progress of negotiation over highly integrative initiatives.  These 

insights can then be applied to similar—and potentially less controversial—initiatives. 

This dissertation does not intend to take a position with respect to whether a EATC is a 

desirable development for Europe or not.  Nor is Chapter Seven a feasibility assessment 

of the EATC. Should the idea of a EATC gain support among European nations, this 

analysis could be useful in addressing issues that may arise in the process of its 

negotiation and implementation. 

                                                
38 A EATC would procure, own and manage a pooled European airlift capability, which would consist of 
aircraft flying the EU flag and committed in the first instance to EU operations (but also, conceivably to 
NATO, UN and other coalition operations).  This EU airlift command would allocate the pooled assets to 
transport national units to meet the EU’s deployment priorities. 
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STEP 4: Summarize findings and draw conclusions 

This final step assesses the feasibility and potential for success of integrative/pooling 

initiatives for improving European strategic airlift capabilities and makes 

recommendations on how a process might be designed that will increase the chances of 

success of such initiatives.  The goal of this step is not to recommend a particular set of 

actions, but rather to provide insights into: the range of strategies and processes that are 

available to European nations; how these nations would benefit by influencing the 

sequence of such actions; which tactics can help them enhance the momentum of the 

negotiation; and which can help defuse tensions and avoid conflict. 
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CHAPTER SIX 

BARRIERS TO ACHIEVING EFFICIENT OUTCOMES – CASE 
ANALYSIS

This chapter will present a case study of the A400M—a program where several 

European nations pooled the procurement (development and production) of a large 

transport aircraft.  The case study will start with an account of the history, major 

milestones and events of the program.  Then, the program will be analyzed using the 

negotiations framework presented in Chapter Five. 

I. Case Study: The A400M Program 

1. The History 

The requirement and major milestones 

The concept that led to the A400M was conceived in 1982 as the British 

Aerospace/Aerospatiale/MBB/Lockheed Future International Military Airlifter (FIMA) 

program, which had a requirement for 297 aircraft to satisfy the needs of eight NATO 

nations.1  FIMA turned into the Euroflag Future Large Aircraft (FLA), which was turned 

over to Airbus Industrie in September 1994.  In June 1995 Euroflag was dissolved and 

management of the FLA was transferred to a dedicated organization (Aboulafia, 2003). 

In March 1996 the same eight NATO governments2 issued a European Staff 

Requirement (ESR) for the FLA which took into account their future air transport 

requirements in the medium- and long term in terms of numbers of aircraft, in-service 

date, support needs and other variables.  The FLA was intended to replace their ageing 

fleets of C-160 Transall and C-130 Hercules transport aircraft (Assembly of WEU, 

2001c).  Using a series of scenarios and potential missions—such as humanitarian and 

disaster relief operations, troop transport, medical evacuation and deployment of 

                                                
1 This requirement was 75 aircraft for Germany, 50 for France, 45 for the U.K., 44 for Italy, 36 for Spain, 26 
for Turkey, 12 for Belgium and nine for Portugal (Aboulafia, 2003). 
2 In the event, Portugal decided not to participate formally in the next phase of the FLA program, but joined 
again later, in January 2001. 
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paratroops—the ESR specified the main characteristics of a future transport aircraft, as 

well as the loads that such an aircraft should carry, which included armored personnel 

carriers (APCs), mobile guns, large and small vehicles, earth moving equipment, attack 

helicopters, pallets, containers and airdrop loads (Sutton, 2002).  The European home 

market for the FLA was estimated at around 300 aircraft (“A400M…,” 2005). 

Following the ESR, between 1997 and 1999 a competitive Request for Proposals (RfP) 

for the FLA was issued, seeking tenders at prime contractor level (Lok, 2003).3  In 

response to this RfP, the aerospace industries of the participating nations joined to form 

Airbus Military Company (AMC) in January 1999.4  Due to several complicating factors 

and distractions,5 it took two years for detailed formal bids to be submitted to the various 

countries by the main participants in the bidding process.  This happened in January 

1999: AMC made a proposal for the A400M, Lockheed Martin Aeronautical Systems for 

the C-130J and Boeing for the C-17. 

Proposals were assessed jointly as well as from a national perspective over the course 

of the year (“Airbus Military A400M,” 2003).  The various Defense Ministers played a 

waiting game, since none of the participating countries wanted to be the first to make a 

decision.  Finally, in May 2000, the U.K. became the first customer for the A400M, 

committing to 25 aircraft—on condition that the program would have “an acceptable 

pricing and delivery schedule.”  Germany and France followed, declaring their intention 

to order the A400M in June 2000 (“Airbus Military A400M,” 2003; DPA, 2004). 

Development of the aircraft started in 2000.  At the July 2000 Farnborough Air Show, the 

Ministers of Defense of the A400M partner nations signed a Declaration of Intent stating 

                                                
3 This RfP introduced a so-called "commercial approach" for the procurement of the FLA, which implied that 
the required capability would be procured in a single phase combining development, production and initial 
support (author’s interview with Airbus Military officials, January 2006).  The air forces, similarly to airlines, 
would draw up the specifications of the aircraft and let the prime contractor devise the technical details in 
order to secure a cost-effective solution that met the set requirements (“Airbus Military A400M,” 2003).  For 
example, the contract specified that the prime contractor would design, develop, produce and deliver the 
complete aircraft, including its engines and all other systems, but did not prescribe specific national work-
share arrangements.  Therefore, the prime contractor was free to select its suppliers on grounds of 
performance, time and cost, thereby ensuring best value for money (Lok, 2003; DPA, 2004). 
4 The Airbus partners were: French Aerospatiale, British Aerospace, Spanish CASA, Italian Alenia and 
German DASA and their associate partners—Flabel (Belgium), OGMA (Portugal) and Tusas/TAI (Turkey)—
all under the management of AMC (WEU Assembly, 1995). 
5 Among these complications were Germany’s decision to consider an alternative design for the FLA (the 
An-70) or the U.S. offer to European nations to purchase C-130Js and C-17s to satisfy their airlift needs, 
instead of the FLA/A400M. 
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a need for 225 aircraft.  This was followed, one year later (June 2001) by a 

Memorandum of Understanding (MoU) for the procurement of the A400M.  This MoU 

was considered a major milestone towards the industrial launch of the aircraft.  However, 

the orders were further reduced to 212 aircraft (Aboulafia, 2003).  In December 2001 a 

formal procurement contract was signed between AMC, the prime contractor, and 

OCCAR,6 the European procurement agency representing the nations.  The contract 

was for 196 aircraft at a total price of about $16bn.7  The development and production 

contact was signed in May 2003 between AMC and OCCAR for a total of 180 aircraft8 at 

a cost of $23 billion.  The industrial program was formally launched that same month 

(Lok, 2003) and was scheduled to last 77 months with first deliveries in 2009 (“Airbus 

Military A400M,” 2003). 

The A400M also received some export orders: eight aircraft—with options for six more—

for South Africa in April 2005, with deliveries between 2010 and 2014; and four aircraft 

for Malaysia in December 2005.9  In July 2005 the Chilean government signed a 

Declaration of Intent to acquire up to three aircraft.  The A400M is also competing for the 

replacement of Canada’s old C-130E and H transport aircraft in a tender that was issued 

in July 2006 for 17 new tactical airlifters.10

A400M final assembly will take place in the Seville plant of EADS Spain (part of Airbus 

Military) with a production rate of three aircraft per month.11  The first test flight is 

scheduled for 2007.  Deliveries are scheduled between 2009 and 2025.12

                                                
6 OCCAR (Organisation Conjointe de Coopération en Matière d’Armement) was established in 1996 by the 
Defense Ministers of France, Germany, Italy and the U.K. in order to provide more effective and efficient 
arrangements for the management of certain existing and future collaborative armament programs.  
Currently, OCCAR manages several European programs besides the A400M, such as the Tiger attack 
helicopter, the Future Surface-to-Air Missile Family, and others (Source: http://www.occar-ea.org/, as of July 
25, 2006). 
7 18 billion euros at the time. 
8 The shares were as follows: Germany (60 aircraft), France (50), Spain (27), Britain (25), Turkey (10), 
Belgium (7) and Luxembourg (1). 
9 Airbus Military web site: http://www.airbusmilitary.com/commitment.html#TOP (as of July 25, 2006). 
10 Airbus A400Ms would serve as the Canadian Force's mid-range transports; the Canadian government 
has issued a separate notice of intent to buy four Boeing C-17 for its strategic transport aircraft requirement. 
11 The final assembly line for the A400M in Seville is expected to be completed in the first half of 2007 
(EADS Annual Report 2005). 
12 See below for an account of the various delays in delivery dates.  See http://www.airbusmilitary.com/ and 
http://www.a400m-countdown.com/A400MCountdown/index.html for an update of the status of the A400M 
program. 

http://www.occar-ea.org
http://www.airbusmilitary.com/commitment.html#TOP
http://www.airbusmilitary.com
http://www.a400m-countdown.com/A400MCountdown/index.html
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The engine

The selection of the engine for the A400M was a long and controversial process.  In 

June 1999 AMC selected the M138 design, which was jointly developed by Snecma of 

France, MTU of Germany, FiatAvio of Italy, and ITP (Industria de Turbopropulsores) of 

Spain, which together formed the Aero Propulsion Alliance (APA).  However, 

subsequently Airbus decided that the M138 did not meet performance standards and 

reopened the competition by issuing a second RfP in April of 2002.  Two new engine 

proposals were evaluated: one by Canadian Pratt & Whitney and one by EPI (EuroProp 

International), a European consortium consisting of Rolls-Royce, Snecma, MTU and ITP 

(DPA, 2004).13  Although Airbus looked almost certain to choose the Pratt & Whitney 

engine,14—largely because of a price differential of around 20 percent between the two 

offers—in May 2003 it announced its selection of the EPI-developed TP400-D6 

(Schwarz, 2003). 

That choice was controversial.  According to analysts, there had been intense political 

pressure by various European governments (particularly the French) on Airbus to 

choose a “European solution” which would benefit the European aerospace industry.  In 

addition, EPI had made substantial last-minute price and contractual concessions (Nicoll 

and Odell, 2002).  It was reported that, at the April 2003 mini-summit, the French 

President and German Chancellor agreed on a pricing scheme, which certainly 

influenced AMC’s choice: the approximately 240 million euro ($270 million) price 

differential between the two bids was covered in its entirety through a commitment of 

100 million euros from the four Airbus governments, combined with a contribution by the 

company of the remaining 140 million euros (Agüera, 2003b). 

Developments and delays, uncertainties and setbacks 

The A400M program—similarly to other European collaborative programs—has been 

through a long process of deliberations, negotiations, uncertainties, delays and 

                                                
13 Rolls Royce was forced to drop an independent design and team up with SNECMA on a joint project 
which included other manufacturers as well (Nicoll and Odell, 2002).  This new consortium brought together 
all relevant European engine producers, which is what European governments were pushing for. 
14 Airbus President and CEO Noel Forgeard declared, on April 30, 2003, that “If we had to decide today, we 
would choose Pratt” (Schwarz, 2003). 
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setbacks.15  Several reasons have contributed to this: divergent priorities and interests of 

participating countries; influence of domestic politics on program-related decisions; 

competition and lobbying from the United States (which has been the traditional supplier 

of transport aircraft to European air forces); and others (WEU Assembly, 1995).  The 

various ups and downs in the A400M program are reflected by schedule slippages and 

constantly declining aircraft orders, as well as increasing costs. 

The major milestones of the A400M program have been postponed several times.  For 

instance, the maiden flight of the aircraft, initially scheduled for early 2002, is now 

expected in early 2008; first deliveries were due in 2004, but will not happen before 

2009; the projected in-service date (2007) has slipped to 2009 or even 2010 (WEU 

Assembly, 1995).  Further delays would not come as a surprise. 

In addition, over the course of the program, some nations reduced their commitments or 

pulled out of the program altogether.  Italy, with 44 initial orders (under FIMA), first 

reduced them to 16 and then quit the program in October 2001.  In the spring of 2001, 

the severe economic crisis in Turkey forced it to cut its order from 26 to 20 aircraft 

(“Airbus Military A400M,” 2003).  Finally, Portugal withdrew from the program in 2003, 

canceling its order of three aircraft, mainly due to financial concerns.16

The case of Germany 

The wavering commitment of Germany was disruptive and caused multiple delays.  As 

the country with the most orders, Germany was—and still is—the biggest customer of 

the A400M and responsible for a third of total production, even though Germany 

traditionally has had much lower levels of procurement spending than the U.K. or 

France.  Although Germany started as a strong supporter of the FLA, already in the late 

1990s the German government delayed the whole program by deciding to conduct a 

lengthy evaluation of an alternative design for the FLA—the Russian/Ukrainian Antonov 

An-70.  Specifically, in October 1997, DASA, the German FLA industrial partner, was 

assigned that task (“Antonov An-70,” 2001).  There is much speculation that the decision 

to evaluate the Antonov was politically motivated: it may have been aimed at fostering 

                                                
15 According to Lok (2003) : “The A400M has been nearly two decades in the planning.  Over this period, 
various European governments, parliaments and companies have expended considerable effort in designing 
and discussing the program without beginning development work, let alone series production.” 
16 The Portuguese government stated its intention to focus on the procurement of C-130Js and/or a 
modernization of its existing C-130Hs (Lok, 2003). 
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good relations with Ukraine—in which Germany had economic and business interests; or 

it may also have been part of a broader tendency to open up towards former-Soviet-

block countries.17  Studies by the German military considered the An-70 a superior and 

cheap solution, but DASA rejected it as highly risky.18  The German Defense Ministry 

sought other domestic as well as European industrial partners that would be willing to 

pursue the Antonov option, without success.19  In the end, Germany, following in the 

footsteps of the U.K., France and Spain, selected the A400M in June of 2000.  Several 

reasons may have been behind this decision, including a desire to show commitment to 

Europe; the inability to find partners; and pressure by other European partners to choose 

the A400M in order to support the European defense and aerospace industry. 

Following the choice of the A400M design, Germany went through a long and complex 

process in order to obtain parliamentary authorization for funding that would fully cover 

its order of 73 aircraft (Hoyle, 2002).  Although the German government had repeatedly 

stated its commitment to the A400M program, the German Parliament (Bundestag), 

through its Budget Committee, had to formally approve the necessary funding for that 

commitment to be legally binding.20  In 2000, the Committee had authorized 5.1 billion 

euros ($5.6bn) to be spent on new airlift capabilities “after 2004.”  These funds would 

only pay for 40 of the 73 aircraft (Nicoll, 2001).  At the same time, the German Defense 

Ministry was not forthcoming in providing the Budget Committee with detailed 

information on the A400M program,21 and there was a lot of tension and conflict between 

                                                
17 Author’s interview with German defense analyst, September 2006. 
18 The Antonov option did not offer a guaranteed supplier base for spare parts over the projected lifetime of 
the aircraft (author’s interview with German defense analyst, September 2006). 
19 Finding at least one partner had been a prerequisite for Germany to pursue the Antonov option.  The 
French were initially considering, but eventually rejected the An-70 design in favor of the A400M (author’s 
interview with German defense analyst, September 2006).  The French did not have as strong geopolitical 
reasons as the Germans for pursuing the Antonov option, which carried with it several political uncertainties 
and risks (author’s interview with French defense expert, October 2006) 
20 Under German law, the Bundestag Budget Committee must authorize all projects worth over DM50 billion 
(25.6 billion euros or $32 billion today) before the Defense Ministry can sign industrial contracts.  The 
process is as follows.  The Defense Ministry sends formal procurement proposals to the Committee, after 
first submitting them to the Finance Ministry.  These proposals inform the Committee in detail about the 
government’s plans and sources of funding for a program, allowing it enough time—at least two to three 
weeks—for consideration and deliberation (Szandar, 2001b). 
21 In early November 2001, the Committee had not yet received any formal procurement proposal from the 
government. 
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the two (Szandar, 2001a).  In fact, internal political infighting in Germany was the cause 

of several delays and setbacks for the program.22

Germany’s A400M partners demanded unconditional parliamentary approval of the 

program by January 31, 2002 as a precondition for the contracts to take effect (Szandar, 

2002).  At a secret Defense Ministers’ meeting in London on November 21, 2001, the 

British and French governments put pressure on Germany to sign the industrial 

contracts by the end of the year, threatening that if that did not happen, they would 

publicly blame the Germans for causing the collapse of a program so critical for the 

European aerospace industry, thus forcing European nations to “buy American.”  Two 

days later, at the Franco-German summit in Nantes on November 23, German 

Chancellor Gerhard Schröder reaffirmed Germany’s commitment to its full order and its 

intention to sign the contract by the end of 2001 (Szandar, 2001b). 

Parliamentary approval was scheduled to take place on January 31, 2002—also the date 

on which the contract for the A400M would enter into effect—but was postponed 

because the details of the program’s financing were unclear.  The opposition went to the 

highest German court to clarify the matter, while the Defense Minister Scharping 

pleaded for understanding from his A400M partners.  The latter agreed to postpone the 

deadline for the launch of the contract to the end of March. By early March, the decision 

about the A400M was caught up in an internal conflict between the two parties in the 

governing coalition—the Social Democrats (SPD) and the Greens.23

Ultimately, a solution was found by slicing Germany’s order into two tranches: the first 

tranche, for 40 aircraft, would be approved in March 2002, while the second one, 

presumably for the remaining 33, would be covered by the 2003 budget.24  On March 21, 

2002, the Bundestag budget committee officially approved funding for the first tranche 

                                                
22 To illustrate, the formal launch of the A400M was scheduled by OCCAR to take place at a meeting of the 
Defense Ministers of member nations on November 16, 2001, but had to be postponed because the German 
Parliament scheduled a vote of confidence on the government on that same day (Barrie, 2001). 
23 Three Green members of the Budget Committee threatened to oppose approving even the first tranche of 
funding for the A400M if that included provisions committing Germany to the full order.  Such a commitment 
was considered unconstitutional, given that funds were not included in the current budget (Flottau, 2002).  
The Green members of parliament (MPs) referred the case to the Federal Audit Court, which inspects 
national accounts.  The Court issued a report that claimed that the government’s plans to finance the A400M 
were vague and suggested that the project would cost more, triggering yet another postponement of the 
Budget Committee vote (scheduled to take place on March 13, 2002) in order to allow for more consultation 
with experts. 
24 Author’s interview with German defense analyst, September 2006. 
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and agreed to submit the remaining funding requirements in the 2003 budget—to be 

approved after the September 2002 elections.  Germany’s partners accepted the deal, 

and the contract went into effect. 

Eventually, Germany had to reduce its order to 60 aircraft, which was announced by the 

new Defense Minister, Peter Struck, in early December 2002.25  There was no protest by 

other partners, since the cut did not affect the threshold number of orders (180) required 

for the program to remain viable.26, 27  On May 21, 2003, the Budget Committee 

approved funding for the 60 A400Ms, less than a week before the signing of the 

industrial production contract between OCCAR and AMC.28

Even though the total cost of Germany’s order declined by 865 million euro, the order cut 

caused the aircraft unit price to increase by 9.3 percent29—more than was forecasted by 

Struck when he announced the cut (Schwarz, 2003).30

German internal politics are given special mention in this case study not only because 

they had a significant impact on the fate of the whole program, but also because they 

are illustrative of the types of barriers that often arise in multinational European 

negotiations.  Specifically: 

 Germany’s reduced order had an effect on the price of the aircraft.  Negotiations 

between OCCAR and AMC took place in order to determine the impact of that 

reduction on the terms of the contract, including unit price, delay in coming into 

effect of the contract and other aspects.  Had the German cut brought the total 

orders below AMC’s threshold, either the whole program would no longer have 
                                                
25 Peter Struck, replaced Rudolf Scharping in July 2002 and stayed on as Defense Minister when the new 
government was elected in September 2002.  The new government re-evaluated procurement decisions. 
26 Airbus Military had stated that 180 was the absolute minimum number of aircraft that would have to be 
produced in order for the program to be financially viable and to have a fixed price. 
27 Author’s interview with German defense analyst, September 2006. 
28 That vote was originally scheduled for May 8, but was once again postponed by German opposition 
parties demanding that the government (a) further explain why Germany needed so many planes and (b) 
clarify some financial issues. 
29 In principle, when there is an order cut, the unit cost and resulting price are adjusted upwards, following 
negotiations between manufacturer and buyer.  In this case, the unit price increased from 116.67 million 
euro in December 1998 to 127.53 in December 2002. 
30 German taxpayers would also have to pay additional financing costs of around 680 million euro, because 
Germany was allowed to pay on delivery of the aircraft, after 2010, rather than during the progress of the 
program as the other partners. 
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been viable or the unit cost of the aircraft would have increased so dramatically 

that other program partners might have considered quitting. 

 Germany’s order cut had a potential effect on industrial work allocation.

Germany had the biggest share of production.  As its order was reduced, part of 

its work-share would have to be redistributed among other nations, which most 

likely would involve lengthy negotiations. 

 Germany’s behavior definitely had an impact on the timely availability of the 

transport aircraft.  Some of the partners of the A400M program had relatively 

tight schedules for replacing their ageing transport aircraft and were starting to 

consider alternative options.  Germany’s decision to go ahead was crucial in 

preventing the collapse of the program. 
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2. Analysis: The Politics of Negotiations 

STEP 1: Diagnose the structure of the negotiation 

The first step in the negotiations analysis framework is to examine the structure of the 

negotiation.  This involves, among others, examining the key stakeholders, their 

interests and alternatives, and the main issues that were negotiated.31

A. PARTIES 

 Who were the main parties in the negotiation and who were the key stakeholders in 

the A400M program? 

Several parties had stakes in the A400M program; some were directly and others 

indirectly involved in the negotiations.  The direct participants were: 

1. The individual nations participating in the program, including their domestic 

stakeholders; 

2. European aerospace and defense industrial players—Airbus Military and its 

partners.32

Indirect participants with important stakes in the program were: 

3. The European Union as a strategic actor; 

4. The United States Administration (the U.S. Government and Congress); and 

5. American aerospace and defense companies Boeing and Lockheed Martin, 

which were Airbus’ main rivals in the transport aircraft market. 

                                                
31 The sequence of the analysis of parties, their interests and other elements of the negotiating situation 
does not reflect a ranking according to importance. 
32 Indirect industrial participants such as the various small and medium-size enterprises (SMEs) also had 
stakes, but these will not be examined in this analysis. 



184

B. INTERESTS AND STAKES 

 What were the main interests of the parties involved in the negotiations? 

Direct participants

1. Nations 

Except for the U.K., which had procured and operated military strategic transport aircraft 

before, for all other partners it was the first time that they were involved in procuring a 

dedicated military airlifter of the size and price range of the A400M (Aboulafia, 2003).  

Some of the main partners’ shared interests brought them together in the program, but 

they also had conflicting interests which acted as barriers to achieving agreement during 

negotiations.  In the section that follows, I explore in more detail the interests of the three 

biggest players—the U.K., Germany and France—including, where relevant, the role 

played by their domestic constituencies. 

U.K.: Interests and goals 

The British were always in favor of the European transport aircraft program, but that did 

not prevent them from considering other options.  Their main interests with respect to the 

A400M program were: 

 Obtaining strategic airlift capability—fast

At the time that A400M negotiations were in full swing, the U.K.’s strategic airlift 

capability was ageing and nearly obsolete; it had to be replaced as soon as possible.33

Delays in A400M deliveries meant that the U.K. would face a temporary shortage of 

strategic airlift capacity.  As a result, the British political leadership applied a lot of 

pressure on their partners—particularly Germany—to commit to the program.  If that 

commitment had not been obtained by the end of 2001, the British had threatened to 

drop out and seek alternative options.  Eventually they did not quit, but did pursue 

alternatives by leasing the four C-17s. 

 Obtaining value for money

The U.K.’s traditional approach to procurement, value for money, aimed at obtaining the 

best capability and performance to fulfill the nation’s requirements at the lowest possible 

                                                
33 However, the U.K. had also committed to procure its C-130Js, therefore its airlift situation was not as dire 
as, for example, that of France (see below). 
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cost.  This was usually achieved through competitive procurement,34 while political 

considerations should play a subordinate role in the calculations. 

The U.K. had the most rigorous procurement system among other EU nations, in terms 

of checks and balances, to ensure efficiency and value for money, which it liked to 

impose on both national and international programs in which it participated.  Usually 

wary of European collaborative programs—since these had cost the British taxpayer 

significant amounts of money in the past—the U.K. was therefore eager to apply its 

procurement model to the A400M program.  This was a strong motivation for the British 

to take a leading role in A400M negotiations. 

 Protecting key industries

In addition to obtaining the required airlift capability at the lowest price, the U.K. was 

concerned about protecting the technological capacity and financial viability of domestic 

industries which were considered essential for preserving the nation’s identity.  

Aerospace was (and is) among those industries.  To illustrate, the U.K. exercised strong 

pressure on its partners to include Rolls Royce in the European industrial consortium 

that would build the engine for the A400M.  At the same time, the U.K. claims that its 

approach to industrial policy does not accept political interference into corporate affairs, 

particularly when such interference prevents a company from operating at maximum 

efficiency.  In a recent example, in October 2006, Lord Drayson, the British Defense 

Procurement Minister, expressed concerns about European political meddling in the 

future of EADS and even hinted that the U.K. might withhold future contracts from the 

company if this political interference continued to hamper normal corporate governance 

(Robertson, 2006). 

 Protecting and expanding employment

Jobs in the defense industry are particularly valued, since they tend to be high-skill, high-

paying jobs and therefore have a higher-than-average impact on local economies.  

Multinational defense procurement programs are usually seen as indirect jobs programs 

(Flournoy, 2005).  The A400M was a significant boost to employment for the British 

                                                
34 Value for money in procurement is defined as “the optimum combination of whole-life cost and quality (or 
fitness for purpose) to meet the user’s requirement.  This is rarely synonymous with lowest price” (OGC, 
2002). 
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defense and aerospace industry, since it would create and sustain up to 8,000 jobs—

both at Airbus Industries and at second-tier manufacturers (Menon, 2002). 

 Promoting interoperability with Europeans

The acquired airlift capability should fulfill the ideal of interoperability with European 

allies, which was—and is—among the major stated goals of British defense policy.  

Procurement of the A400M would ensure that goal, at least among A400M partner 

nations.

 Maintaining strong transatlantic relations

At the same time, achieving interoperability with the United States and maintaining 

strong transatlantic ties was a traditional and equally important British goal.  In fact, 

particularly following the summit in St. Malo in 1998, the U.K saw itself as a leader in 

European defense matters, but one that is also a “guardian” of the transatlantic 

relationship (CHEAR, 2004/05). 

 Showing solidarity with other European nations

The European dimension of British foreign and security policy, as well as its industrial 

policy, grew in importance in the late 1990s and early 2000s, marking its impact on 

several areas, including procurement decisions.  This approach often clashed with the 

desire to obtain value for money in procurement.  For example, procuring the A400M, in 

addition to the U.K.’s existing fleet of C-17 and C-130J aircraft, would result in a diverse 

fleet with higher costs and complicated logistics structures.  Despite the disadvantages 

of such an arrangement, the U.K. still went for the A400M in order to demonstrate its 

commitment to Europe. 

 Managing domestic constituencies (sub-state-level interests)

For the reasons stated above, the British political leadership was in favor of the A400M.  

The RAF, on the other hand, was more supportive of a U.S. solution for reasons of 

operational effectiveness and value for money—the C-17 and C-130J aircraft provided a 

proven, reliable and high-quality capability with a unified management structure.  Partly 

due to this divergence in interests, the U.K. ended up committing to the A400M, while 

adopting the C-17 as an interim solution. 
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Germany: Interests and goals 

Some of Germany’s interests with respect to the A400M were heavily influenced by its 

domestic politics: 

 Obtaining strategic airlift capability

The German government wanted to make up for its deficit in strategic airlift capability by 

replacing its ageing fleet of Transalls.  However, this need was not perceived as urgent 

in the initial stages of the program—Germany had stated that it would not need new 

transport aircraft before 2010 (Szandar, 2001a)—and therefore was not at the top of 

Germany’s funding priorities.  Germany’s international responsibilities were not as 

important as those of France or the U.K. at the time, although that has changed in recent 

years—and with it the enthusiasm and support of German leadership for the program.35

 Improving its economic situation and outlook

The economic context of Germany’s participation in the A400M program was not ideal.  

At the time of negotiations in the early 2000s, the country was facing an economic 

slowdown, as it was struggling to keep its spending within the EU-imposed limits for 

members of the euro-zone.  The purchase of 73 aircraft represented a significant strain 

on German public finances and particularly on the country’s public deficit which, in 2001-

2002, was rising towards the maximum three percent of GDP permitted for euro zone 

member states (“Germany May Put Off…,” 2002).  The period of A400M negotiations 

also coincided in timing with the reform of the Bundeswehr (the German Armed Forces), 

which was a major drain on the defense budget and thus had an impact on procurement 

decisions.

 Protecting key industries

Germany had both industrial and political interests in Airbus.  The country was a pioneer 

of the aerospace venture, together with France; at the same time, Airbus was seen as a 

means “to continue rebuilding and securing the country’s place and prestige on the high 

table of the aerospace industry that it lost at the end of the Second World War” (Betts, 

2006).  Also, the fact that DASA, the German national champion, was part of EADS, 

Airbus’ parent, made it more pressing for Germany to support the A400M. 

                                                
35 Author’s interview with Airbus Military officials, January 2007. 
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 Protecting and expanding employment

While industrial interests in Airbus were important for Germany, jobs were even more 

critical.  Participating in the A400M was expected to create up to 10,000 jobs in 

Germany alone (Schwarz, 2004).  About 65 small and medium-size enterprises (SMEs) 

were investing in development and production.  In addition, the decision by Airbus to 

award the engine contract to a European consortium was expected to create (directly or 

indirectly) about 1,000 jobs in Germany (“BDLI…,” 2003).36  All this came at a time when 

the German government was struggling with rising domestic unemployment. 

 Showing solidarity with other European nations

The German government wanted to show that it was on board with other European 

nations on one of the largest European defense projects: this desire was a main reason 

why Germany chose the A400M design over the An-70, in addition to peer pressure.  

This German interest was also reflected in Germany’s struggle to secure funding to back 

its order.  Had the A400M been cancelled because of Germany’s inability to obtain the 

necessary funding, Germany’s relations with its partner European nations, particularly 

the long-standing Franco-German relationship, would have come under severe strain. 

 Managing domestic constituencies

In addition to the interests of Germany as a state actor, there were also several sub-

state level interests linked to the different domestic stakeholders in the program.  

German domestic politics during the period of A400M negotiations had a major impact 

on the nation’s interests, commitment to the program and behavior towards its European 

partners.

o Germany was in a pre-election period at the time that it had to commit to 

funding for the A400M program (a general election planned for September 

2002).  Approving the financing of Germany’s entire order would have placed 

a very costly obligation on the new government that would come out of the 

elections, something to which several members of the then coalition 

government, and many members of parliament, objected.  This situation tied 

                                                
36 A major part of the work would be done at MTU, the German engine manufacturer, and Rolls-Royce 
Deutschland in the state of Brandenburg.  The final assembly plant for all engines (about 800) was to be 
built at MTU near Potsdam in Germany (“BDLI…,” 2003). 
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the hands of the German administration that could not commit to the program 

without parliamentary approval. 

o Germany’s Finance Ministry was hesitant to commit to such a high-cost 

project.  So was the Budgetary Committee of the Bundestag, that wanted to 

make sure that it had all the relevant information, including accurate cost 

calculations, regarding the program.  This brought it into conflict with the 

political leadership, which was not forthcoming in providing parliament with 

the necessary information. 

o Finally, military experts had expressed doubts about the future prospects of 

the program and the reliability of its cost projections (Marion, 2002). 

France: Interests and goals 

France was the champion of the A400M program and took a leading role in urging its 

partners to act.  In addition to purely national interests, France also was a strong 

advocate of the European dimension of the program.  Key French interests included: 

 Obtaining strategic airlift capability—fast

France was the nation that most desperately needed the A400M:37 its Armée de l’Air 

(French Air Force) urgently needed new strategic airlift capabilities, at the latest by 2005 

(“Airbus Military A400M,” 2003) as its ageing tactical aircraft was getting more and more 

expensive to maintain.  France did not have a permanent strategic airlift capability, but 

was mostly chartering Russian/Ukrainian aircraft on the open market.  Given that France 

did not want to buy American aircraft for various political and industrial base reasons, 

and was not interested in buying the Antonov either,38 the A400M was the ideal 

European solution to its needs, in compliance with many of its national interests. 

 Protecting its domestic industrial and technological base

France’s aerospace industries are part of the country’s image and national identity.  

They represent “an investment by the state, on behalf of the people, designed to 

enhance their national security, economic gain, and national prestige” (Aboulafia, 2001).  

France—together with Germany and Spain—has always had a proprietary sense for 

                                                
37 Author’s interview with Airbus Military officials, January 2007. 
38 The Antonov option was perceived as too risky politically and did not build any industrial capacity in 
France—which the Airbus/A400M option did (author’s interview with French defense expert, October 2006). 
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Airbus and the A400M.39  Airbus has traditionally been considered one of the pillars of 

that aerospace industry—a national champion and “a French engineering achievement” 

(Betts, 2006).  Therefore, Airbus has been one of the priorities and primary beneficiaries 

of French industrial policies, translated into public funding and political support.  In the 

A400M program, France had succeeded in basing assembly of the aircraft at the Airbus 

plant in Toulouse, essentially creating a capability (to assemble its own strategic military 

transport aircraft) that no other nation had—besides the United States and the former 

Soviet Union. 

 Protecting employment

France’s interest in supporting its national aerospace industry was directly linked to an 

interest in creating and maintaining jobs in this industry.  The decision to conduct 

assembly in Toulouse was part of that strategy to use the A400M program to create as 

many jobs as possible in France. 

 Strengthening the European aerospace industry

The French saw early on a unique opportunity for the European aerospace industry to 

enter the military transport market, which, up to then, had been dominated by American 

companies.  France knew that political backing would be essential to pursue such an 

endeavor and therefore was a strong advocate of the FLA and, later, of the A400M 

program.40

 Countering perceived American dominance

France saw the success of its own—and the European aerospace industry in general—

as a way to counterbalance the dominance of the American industry.  Traditionally, there 

had been a strong rivalry between the two countries, also expressed in the field of 

foreign, security and defense industrial policy.  On the industrial field, Airbus had long 

been in competition with American giant Boeing in civil aerospace.  Airbus Military could 

be seen as a continuation of this rivalry in the defense area. 

 Promoting European solidarity

                                                
39 The French industrial and political interests were much stronger than those of its other two partners.  
Although the U.K. holds defense industrial base matters in high regard, it did not perceive the same sense of 
ownership towards Airbus (author’s interview with French defense expert, Paris, October 2, 2006). 
40 Author’s interview with German defense analyst, September 2006. 
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In general, France was (and is) a strong supporter of an autonomous European defense 

capability and took a leading role in supporting and advancing such a capability.  The 

A400M program was seen as a major contributing factor to EU autonomy in defense 

matters and to solidarity among EU nations. 

Finally, the internal politics behind the A400M program in France were not particularly 

complicated nor as significant an influence on external negotiations, as was the case 

with Germany.41

2. European aerospace and defense industrial players: Airbus Military 
Company and EADS  

The A400M, often characterized as “the most ambitious military procurement program 

ever” (Schwarz, 2004), was among the most important programs for Airbus and EADS 

for several years into the future.  Both companies had strong interests in ensuring the 

program’s success; these included: 

 Maintaining and expanding market share and maximizing profits

Maximizing profits is the ultimate private sector incentive.  In the defense field, market 

structure helps: firms benefit from either a monopoly or oligopoly in their domestic 

market and an oligopoly in the global market.  Maintaining or expanding their position, 

particularly in export markets, and sustaining a solid technological capacity and 

competence in their field, are key concerns.

The A400M was Airbus’ chance to enter the heavy military transport aircraft market, 

which traditionally has been dominated by American manufacturers.  The A400M was “a 

must for Airbus to show that it can enter that market and be successful.”42  European 

transport fleet replacement and growth needs presented a significant market opportunity 

for the A400M.  In addition, the A400M had great export potential, something which was 

very unusual for a defense product.43  Finally, Airbus/EADS expected the A400M 

program to generate significant additional turnover and to help achieve a greater 

                                                
41 Author’s interview with French defense expert, October 2006. 
42 Author’s interview with German defense analyst, September 2006. 
43 Ibid.
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balance between Airbus’ civil and military business.  Although EADS’ Military Transport 

Aircraft (MTA) division is still very modest at the time of writing, representing little more 

than 2 percent of total EADS revenues (763 million euros in 2005), when the A400M 

would be in production, the MTA division was expected to have the second highest order 

book of any division within the company (Butterworth-Hayes, 2002).  Therefore, when it 

bid for the original FLA program, Airbus Military offered to cover up to 25 percent of R&D 

costs itself, in order to make its offer more competitive and more attractive to prospective 

customers. 

 Obtaining the maximum economic benefits with minimum investment and securing 

the support of partner governments

Obtaining and maintaining political and financial support from governments was (and is) 

a primary interest of European defense and aerospace companies.  As illustrated 

previously, the relationship between European politicians and their national champions is 

a very close one.44  Particularly Airbus, in which the German, French and Spanish 

governments have ownership stakes, relies on government refundable aid to finance 

existing and future programs.  The A400M was one of these programs.  Ensuring an 

adequate level of orders from participating governments was critical for the viability of 

the program.45  Depending on its financial situation, Airbus had different degrees of 

flexibility to challenge political involvement in its management. 

Indirect participants

3. The European Union as a strategic actor 

In addition to national interests, there were broader European, interests linked to the 

A400M program.  These were represented by the EU institutions most directly involved 

in shaping European defense policy, such as the EU Council of Ministers and the 

European Commission.  Although not a formal participant in the negotiations, the Union 

                                                
44 European companies are relatively more secure in terms of government support than their American 
counterparts.  For instance, in the summer of 2006, the USAF decided to allow the closing down of Boeing’s 
C-17 production line.  Even though eventually a way was found for the line to remain open, at least in the 
short term (by selling aircraft to NATO European countries), such as decision would have been unlikely in 
Europe.
45 In designing the production plan for the A400M, there was a need to spread work across Europe so that 
orders can be guaranteed by the governments in whose countries production would take place. 
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had a stake in the success of the A400M program, which had several military, political 

and economic implications for Europe.  Therefore, EU interests with respect to the 

A400M included: 

 The political/military vision: Becoming credible, autonomous security player and 

military power

The A400M was seen as a contribution to the realization of a political vision: the EU 

becoming an independent and credible security and defense player.  A solid common 

European defense capability with significant means of force projection would contribute 

to that goal.  Therefore, a strong, fully operational transport capability was essential.   

According to the WEU Assembly (1995), the A400M was “an important step towards 

providing European armies with increased projection capability, which is lacking at 

present, and ensuring their independence from the United States.  This is a matter of a 

political rather than a technical or industrial nature, the success of the program being 

essential for the implementation of a true European defense policy over the medium 

term.”  Success of the A400M program would give the EU more credibility as a security 

actor and would also send a clear signal of the Union’s potential to enhance capabilities 

in other areas. 

At the same time, the A400M was part of a military vision linked to the development of 

an autonomous EU rapid reaction force fully capable of addressing a range of military 

challenges.  Up to that point, Europe’s lack of a reliable, economically viable and 

responsive fleet of strategic airlift had either prevented it from undertaking demanding 

humanitarian or military missions or had forced it to resort to expensive charter options 

in order to do so.  The A400M program was seen as a powerful symbol of the EU’s 

military ambitions, specifically of its determination to extend its reach and potential 

strategic space to Africa, the Caucasus, the Middle East and Asia.  The program had 

been characterized as “the foundation of Europe’s future strategic air transport 

capability” (Kemp et al., 2002), a program that had the potential to provide Europe “with 

the means to project credible power” (Sutton, 2002). 

Finally, becoming a military player with power projection capabilities, would also allow 

the EU to reduce its dependence on the United States.  A European preference in 

equipping armed forces would enable European nations not only to maintain their 

industrial and technological capabilities, but also to retain freedom of action in the face of 
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the potential fluctuations in American foreign policy (security of supply being a major 

consideration). 

 The economic vision: Maintaining and enhancing the competitiveness of the 

European aerospace and defense industry

The A400M was seen as crucial to the survival and competitiveness of the European 

defense industry and to the creation and sustainment of thousands of jobs.  Europe was 

eager to build up and consolidate its defense industry, in order to make it more 

competitive globally, particularly with respect to the American industry.  During 

negotiations on the FLA program, there was intense pressure by many European 

nations for a “European solution.”  The A400M program would allow European 

aerospace industries to demonstrate their know-how and increase their global 

competitiveness: “For the countries participating in the FLA program…the interest lies 

not only in replacing the airlift fleet but also in enabling the European aeronautics 

industry to maintain its world ranking, in the same way as was achieved with the civilian 

Airbus program” (WEU Assembly, 1995). 

The A400M program was not only critical to enhancing the industry’s competitiveness, 

but also a major generator of employment: it would create about 40,000 jobs across 

Europe, not only in the Airbus plants, but also for a large number of small and medium-

size enterprises, since suppliers made up about a 75 percent share of the project 

(“BDLI…,” 2003). 

These European goals were reflected in the choice of engine for the A400M: the 

European option was expected to create more jobs (for members of the consortium) 

than the Pratt & Whitney proposal.  With a potential production of about 800 engines, the 

EPI contract would be a significant boost to the European engine industry.46  Although 

Pratt & Whitney promised that as much as 80 percent of the work would be conducted in 

Europe, there was strong public resistance in Europe against the North American 

solution.  French President Jacques Chirac even said that France would only buy the 

A400M if it had a European engine (Remez and Nagy, 2003).47

                                                
46 According to some analysts, however, subcontracting the A400M engine to a non-European company 
would have spread the risks and costs outside Europe (Aboulafia, 2003). 
47 Some analysts say that Pratt may have been used to drive down the EuroProp price which was initially 20 
percent higher than Pratt’s (after top Airbus officials mentioned the price differential publicly, EPI submitted a 
lower bid) (Remez and Nagy, 2003). 
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The decision to choose the significantly more expensive European engine for the A400M 

reflects a broader tendency in Europe for industrial/industrial policy and employment 

interests to take precedence over other goals related to military capability.  Particularly in 

procurement decisions, it is not uncommon for governments to choose the option that 

provides more jobs to their local industry over the one that offers the most effective and 

efficient combination of price and capability.  Therefore, industrial interests, which are 

often stronger and more concentrated than the interests of other constituencies (see 

Moravcsik, 1993), tend to prevail. 

4. The United States Administration 

Although not involved in the negotiations directly, the U.S. side—both the Administration 

and the defense and aerospace industry—had major stakes in the progress of the 

A400M program.  Therefore, they had incentives to try to shape some of the alternatives 

available to European nations, should they choose not to take part in the A400M or 

should the program fall apart.  Given that political and industrial interests often 

overlapped, the strategies and actions of the Administration and those of the industry 

were often coordinated in many aspects.  The U.S. government interests (USG) with 

respect to the A400M would appear to include: 

 Promoting the domestic defense industry and protecting employment

If the A400M program succeeded, it would take market share away from U.S. aerospace 

and defense companies; if it failed, these companies would benefit.  The United States 

government actively and repeatedly tried to convince its transatlantic allies to abandon 

their transport aircraft program in and buy American equipment instead.  For instance, in 

April 2002, the Pentagon’s head of Acquisitions presented European heads of defense 

procurement with offers by Boeing and Lockheed Martin for a mix of C-17 and C-130J 

aircraft as an alternative to the A400M.48

Protecting jobs in the domestic defense and aerospace industry has always been a 

priority for U.S. governments, as much as for European ones.  Employment 

considerations are key reasons why it is so hard to close down production lines or 

eliminate programs.  Congress members usually lobby intensely to protect jobs in their 

                                                
48 Lockheed Martin proposed the C-130J-30 to Belgium, France, Spain and the U.K. 
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constituencies.  For example, congressional resistance to the decision, in 2006, by the 

USAF to close down Boeing’s C-17 production line, has been very strong. 

 Preventing the weakening of European commitment to NATO

The United States was encouraging a stronger European defense capability in principle, 

as long as it did not distract Europe from its commitment to NATO.  Industrial policy 

considerations apart, the United States regarded the A400M as a positive contribution to 

European efforts to become a more credible and reliable military actor, as long as these 

efforts did not undermine NATO, that is as long as Europeans did not intend to use their 

new capability to act autonomously and independently of the United States and the 

Alliance.  In other words, besides industrial policy reasons, the U.S. move to promote 

U.S. products instead of or in addition to the A400M also reflected political and security 

concerns: it was intended to avoid a scenario of European “decoupling” from the United 

States and NATO.  At the same time, there was a concern by the United States that the 

A400M would not cover Europeans strategic airlift shortfalls in the short and medium 

term (for some, not in the long-term either, given the A400M’s lack of an outsize-

capability).

5. The U.S. aerospace and defense industry 

The interests and incentives of U.S. companies were similar to those of their European 

counterparts: maintaining and expanding global market share and maintaining technical 

competence.  Exports are a major motivation for U.S. companies, not only because of 

their economic impact on the company, but also because of their potential impact on the 

domestic market.  Specifically, export orders integrated into an operating production line 

are particularly cost-effective, and may act as an incentive for sustained domestic 

orders.49  Given that the USG wants to help U.S. companies expand their export base 

and thus increase their competitiveness at the global level, it is motivated to support their 

export efforts by providing them with the necessary domestic production. 

The European ambition to achieve an independent defense industrial capacity clashed 

with U.S. efforts to maintain their penetration of the European market.  American 

                                                
49 According to a U.S. industry official, it is much harder to sell something abroad if you own government is 
not buying it.  It is easier to integrate export orders into an operating production line, which makes an 
established domestic production essential to achieving (and delivering) exports. 
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companies, particularly Boeing and Lockheed Martin had near-dominated the military 

transport aircraft market until the emergence of the A400M.  The C-130 has been one of 

the most popular U.S. defense exports, up to then unchallenged in Europe, Asia and the 

Middle East.  Although the A400M was not regarded by American companies as a direct 

competitor neither of strategic transport aircraft such as the C-17 nor of tactical aircraft 

such as the C-130,50 its success was likely to translate into losses for the American 

industry.

As part of their strategy to achieve their business goals, and with the support and 

cooperation of the USG, the two companies repeatedly tried to convince Europeans to 

choose American aircraft instead of the A400M, presenting U.S. aircraft as a necessary 

interim capability until the A400M became available.  Although they did not manage to 

convince most Europeans, that strategy was successful with the U.K. and Italy.51

Boeing’s motivation to promote exports became even stronger after the USAF decided 

to close the C-17 production line.  In fact, exports became vital for Boeing to keep its 

production line open and to maintain expertise and technical competence.52, 53  These 

interests and incentives are reflected in the recent efforts by the USG and Boeing to get 

European NATO members to commit to the NSAC initiative (Crawley, 2006). 

The table below summarizes the interests of key stakeholders in the A400M program: 

                                                
50 According to a U.S. industry official, the C-17 does not compete with the A400M ; the C-17 complements 
the A400M (author’s interview, October 2006). 
51 The U.K. is the only European (and the first non-U.S.) operator of the C-17, while the Italian Air Force will 
acquire 47 C-130J and 12 C-27J aircraft.  The availability of an established logistics footprint, maintenance 
and support structures and other infrastructure elements increases the likelihood that the interim solution will 
become more permanent (author’s interview with Boeing official, October 2006). 
52 Also, once the production line ceases to operate, restarting it will significantly increase the unit price of the 
aircraft (Crawley, 2006). 
53 About 7,000 people in Boeing’s Long Beach facility would be laid off, as well as 18,000 workers employed 
by the 700 suppliers in 41 states (Holmes, 2006). 
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Table 6.1: A400M – Key Players and their Interests 

STAKEHOLDERS INTERESTS 

European nations U.K. Germany France 

Capability-related Obtaining strategic 
airlift capability-fast 

Obtaining strategic 
airlift capability 

Obtaining strategic 
airlift capability-fast 

Purchase economics Obtaining value for 
money

Improving economic 
situation

Protecting domestic 
industrial and 

technological base 

 Protecting key 
industries 

Protecting key 
industries 

Protecting key 
industries 

 Protecting and 
expanding employment 

Protecting and 
expanding employment 

Protecting and 
expanding employment 

Political objectives Promoting
interoperability with 

Europeans 

Managing domestic 
constituencies 

Strengthening 
European aerospace 

industry 

 Maintaining strong 
transatlantic relations 

 Countering perceived 
American dominance 

 Showing solidarity with 
other European nations 

Showing solidarity with 
other European nations 

Promoting European 
solidarity

Airbus Military Company Maintaining and expanding market share 

Maximizing profits 

Obtaining the maximum economic benefits with minimum investment 
and securing the support of partner governments

European Union Becoming a significant and credible player in the security environment 

Becoming a credible military power 

Reducing dependence on the United States 

Maintaining and enhancing the competitiveness of the European 
aerospace and defense industry 

U.S. Government Promoting the domestic defense industry 

Preventing the weakening of European commitment to NATO 

U.S. companies Maximizing profits 

Maintaining and expanding global market share 

Maintaining technical competence 
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C. ISSUES 

 What were some key issues in A400M negotiations? 

Several issues dominated the A400M negotiations.  These included: 

 Funding and financing formulas

Funding had been a major issue from the beginning of the program.  The A400M 

program had been struggling to get off the ground since the mid-1980s, with nations 

reluctant to commit funds and constantly going back and forth in their commitments.  To 

cite a few examples: between 1995 and 1997, France was considering backing out of 

the program as its defense budget was almost cut in half; Germany’s funding problems 

were the reason why the A400M was delayed for two years in the late 1990s; and finally, 

both Turkey and Portugal faced significant budgetary constraints which influenced their 

commitment to the program.54

Most partners in the A400M financed their participation in the way that was stipulated in 

the international industrial contract: by paying for development and production costs in 

annual “slices.”  This system, which involved a steady stream of installments in line with 

progress on development and deliveries, was also the most beneficial for AMC, since it 

allowed it to receive part of its development funds upfront.  Germany was the only 

exception to this financing approach: it requested and was allowed to defer payments 

until deliveries started in 2010.  This credit offered to the German government was paid 

by the taxpayer in the form of higher program costs, but it was the only way for Germany 

to remain in the program (Schwarz, 2003). 

 Commitment to orders

The ability of partner nations to make firm commitments to specific orders was a 

controversial issue in A400M negotiations, creating tensions between nations and Airbus 

and among nations themselves.  Tensions with Airbus were caused because, while the 

company needed firm, upfront commitments from nations in order to launch the program 

and guarantee a fixed price for the aircraft, nations were reluctant to make such 

commitments for an aircraft that had not even gone into the development phase.55

                                                
54 Author’s interview with German defense analyst, September 2006. 
55 Author’s interview with Airbus Military officials, January 2007. 
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However, Airbus insisted on the requirement for a nation to commit to a fixed order in 

order for that nation to be allocated industrial work on the program. 

Tensions among nations arose because the unit price of the A400M was linked to the 

number of aircraft on order and therefore if one nation reduced its order substantially, 

the unit price of the aircraft would go up for all nations.  A400M orders fluctuated widely 

over the existence of the program—mostly declining: 

o Between 1982 and 1994 the FLA order was for 297 aircraft; 

o In February 2000 that number declined to 288; 

o In July 2000 a contract was signed for 225 A400Ms; 

o In December 2001 the number of orders decreased again to 196; 

o By the spring of 2003, following Germany’s order cut and Portugal’s exit, the 

total number was 180—excluding export orders. 

 Work-shares and employment

The allocation of work among participants in any collaborative program is a divisive 

issue, since each nation strives to secure the largest possible work-share for its own 

industry.  According to Flournoy et al. (2005, p. 72), “Job issues are inherently political 

and affect voting constituencies and tax bases.”  This is a key reason why offsets—

compensation schemes—and juste retour policies (the allocation of work-shares 

according to the investment/order off-take by each country) persist, even though they 

are not the most efficient ways to do this allocation. 

In the case of the A400M program, Airbus managed to avoid juste retour, proposing 

instead a formula according to which the contractor committed to allocating high-level 

industrial work to each partner proportional to their investment, but doing so over the 

entire lifecycle of the program (that is, including maintenance, support etc., once the 

aircraft is in service).  This “global balance” approach was a major departure from juste

retour, where industrial participation had to be allocated according to investment, down 

to the individual equipment level and only in terms of the actual production.56

                                                
56 Author’s interview with Airbus Military officials, January 2007. 
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D. ALTERNATIVES 

 What were the alternatives to the A400M program for each negotiating party? 

Alternatives for European nations 

If the program failed or if they decided to drop out, A400M partners could go back to 

buying American equipment (the C-130J, the C-17 or the C-27J).  Some European 

nations, such as Germany and France, had also considered, at some point, the 

purchase or lease of aircraft from the former Soviet Union (the An-124 or a westernized 

version of the An-70). 

Buying American was a particularly attractive option for the U.K.  In 1994 the U.K. 

bought 25 C-130J Hercules from Lockheed Martin to replace part of its ageing C-130K 

fleet.  At the same time, the U.K. rejoined the FLA program to replace its remaining C-

130K.  The Strategic Defense Review of 1998 underlined the crucial need to improve the 

nation’s airlift capability (“A400M…,” 2005).  Because of the various delays in the A400M 

schedule, the RAF leased the C-17 as an interim measure until the A400M entered 

service.  If the A400M keeps running into problems and delays, it is conceivable that the 

U.K. may abandon the program and concentrate on the C-17 option.  Such an option 

would offer many advantages, including a homogeneous fleet with simplified 

maintenance and logistics, interoperability with American aircraft and strengthened 

transatlantic ties. 

Buying C-17s resurfaced as an alternative in the context of the NSAC initiative. 

For France, buying American was not the most attractive option, for various industrial, 

political and cultural reasons.  Buying C-130J or C-17 aircraft would undermine France’s 

national champion—Airbus; also, this would not be feasible in the tense political climate 

between France and the United States (particularly after the start of the Iraq war); and 

finally, it would not be compatible with France’s tradition of championing European 

solutions. 

Alternatives for Airbus Military 

The alternatives for Airbus were not attractive.  If it did not get the A400M orders, it 

would lose a very large expected turnover from entering the military transport aircraft 

market and an opportunity to build up its defense business to counterbalance its cyclical 

civil aerospace business. 
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E. LINKAGES 

 Were there other negotiations whose progress and outcomes had an impact on the 

A400M negotiations? 

Negotiations among partner nations

The A400M program was widely seen as part of the broader effort to create an 

independent European defense capability.  Therefore, the progress of negotiations 

around different aspects of ESDP was likely to affect the program.  Advances in ESDP 

strengthened momentum for the A400M program, which was seen as a key ingredient of 

an autonomous European military force with solid power projection capacities. 

Another issue that surfaced at roughly the same time that A400M program negotiations 

were taking place was the initiative to create a EATC.  Despite strong support by France 

and Germany, this initiative was not well received by other Europeans.57  Although it is 

hard to estimate its exact impact, the controversy over the EATC proposal might have 

spilled over to the A400M program, which was expected to be among the first 

capabilities made available to such a command. 

Negotiations within partner nations 

Domestic negotiations may also have had an impact on the A400M program.  Different 

defense and non-defense projects competed for funding with the A400M within each 

nation, each project with its own constituency of stakeholders.  Annual budget 

negotiation rounds usually involved long “shopping lists” of defense procurement 

programs.  The outcome of these negotiations necessarily had an impact on a country’s 

commitment to the A400M program and its position in negotiations. 

Negotiations between partner nations and third parties 

Negotiations between A400M partners and third parties—other governments and 

industries—as part of the process of exploring alternatives to the A400M, also had an 

impact on the progress of the program. 

For example, as the A400M program kept getting delayed, the U.K. entered into 

negotiations with the USAF and Boeing, which resulted in the C-17 lease.  These 
                                                
57 The U.K. was particularly opposed to the idea.  Even France, that initiated the concept, did not want to 
fully integrate its aircraft into such a structure. 
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negotiations had an impact on the U.K.’s negotiating stance in the A400M program.  

Specifically, they made it possible for the U.K. to continue with the C-17 and abandon 

the A400M altogether, if it chose to do so.58  As a result, the U.K. could afford to be more 

assertive towards its partners, pushing them to commit and to speed up progress of the 

A400M.

STEP 2: Identify key barriers to negotiated agreement 

Despite the shared interests and motivations of its partners, the A400M program faced 

several barriers which are typical of multinational programs, particularly in Europe.  The 

most significant barriers are presented below. 

A. Structural barriers 

Many barriers to agreement in the A400M negotiations can be traced back to the 

complex structure of the negotiating situation, which involved multiple parties, multiple 

levels of negotiation (internal or within each nation, and external or among nations and 

other parties), and many linked rounds of negotiations over a period of several years.  

Specific structural barriers included the following: 

 Conflicting loyalties

Some of the A400M partners, such as the U.K., Italy and Spain, were leaning more 

towards the transatlantic direction (a strong commitment to NATO and the United 

States), while others (France being a major representative) were committed to their 

European partners and strong supporters of an independent European defense identity 

and capability as a counterweight to the United States.  This divergence often resulted in 

tension and distrust among some partners.  The totemic European character of the 

program made such loyalty conflicts even more prominent. 

The example of Italy’s decision to quit the program and procure American aircraft 

instead (described in a following section) is characteristic of how loyalty conflicts, not 

only between, but also within, governments damaged the progress of the A400M 

program.
                                                
58 Having the C-17 fleet in place in combination with the U.K.’s C-130J order increased the attractiveness of 
continuing to buy American because of the simplified logistics this implied. 



204

Another example of how such loyalties influenced program decisions is the choice of 

engine for the A400M.  Besides industrial reasons, transatlantic politics and the goal of 

achieving independence from the United States most likely influenced European 

decision-makers.  The engine decision came at a time of strong political tensions 

between the United States on the one hand, and France and Germany on the other, 

over the U.S. approach to the war in Iraq.  American behavior was perceived by many in 

Europe as arrogant unilateralism, which encouraged confrontation on all matters.  The 

engine selection was made within that context but also contributed to that tension.  Even 

without the financing scheme devised to cover the price differential, the selection of a 

North American engine—a highly politically-charged decision—would probably have 

been unlikely in the prevailing political climate. 

 Different sensitivities to time

There were significant differences among A400M partners with respect to the perceived 

urgency of improving their airlift capabilities.  France and the U.K. needed airlift urgently 

(particularly France), while Germany was not under the same time pressure.  As a result, 

Germany’s tendency to drag its feet led to delays and irritated its partners. 

 Different economic situations and domestic funding problems

As shown previously, affordability and funding problems and, more generally, the state 

of the national economy, affected many nations’ ability to commit to the program, posing 

serious challenges to the progress of the A400M negotiations and the fate of the 

program overall. 

 Attractive alternatives

The fact that some partner nations, at different points during the negotiations, had 

attractive alternatives to the A400M, weakened their commitment to the program and 

diminished the credibility of that commitment among their partners.  This resulted in 

tensions which stalled the progress of negotiations.  Italy was such a case; it ended up 

choosing the alternative (buying American) and abandoning the program.  The U.K. was 

a similar case, although it did not abandon the A400M option.59

                                                
59 However, a successful experience with the “interim” C-17 solution risks raising the barrier to switching to 
the A400M. 
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U.S. lobbying tended to reinforce the attractiveness of alternatives.  The United States 

government and its industry, at several points during the A400M negotiations and to this 

day, have promoted their products as alternatives to the A400M.  Presenting these 

products as convenient interim solutions was a strategy for gaining a presence in the 

European market, while hoping that successful interim solutions would become 

permanent.  These U.S. offers often undermined the progress of negotiations by 

distracting some partners and weakening their commitment to the A400M 

B. Strategic barriers 

These barriers were mostly linked to collective action problems. 

 The need for coordination among multiple actors

The existence of multiple stakeholders in the A400M program whose agreement and 

cooperation was needed for the program to proceed, as well as the relative lack of 

transparency about each other’s motives and intentions, tended to complicate the 

negotiating process.  In addition, partners had different and largely uncoordinated 

processes, requirements and schedules for approving and ratifying agreements.  

Coordinating those processes was challenging, particularly since it was essential that 

partners make their commitments simultaneously for the program to proceed. 

A400M partners found it very hard to forge a common position on anything.  A 

characteristic example comes from the initial contract negotiations: the FLA Request for 

Proposals included four different sets of contract conditions (French, German, Italian and 

Belgian) because nations could not agree on one coherent common position.  In final 

contract negotiations it took almost three years (from January 1999 to October 2001) 

until a final, acceptable set of contract conditions was agreed upon by all partners.60

 Distrust and hedging

Distrust manifested itself in many ways, such as with respect to the intentions and 

seriousness of commitment of other partners;61 the ability of a partner to commit to the 

                                                
60 Author’s interview with Airbus Military officials, January 2007. 
61 For example, many partner nations were suspicious of Germany’s commitment to the program in the late 
1990s.  Germany had a similar attitude towards the U.K., suspecting that the latter was constantly looking 
for excuses to abandon the A400M program. 
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program;62 or the loyalty of a nation to its European partners.  Distrust may have been 

caused by a partner’s present behavior or by a bad experience with previous behavior.63

Distrust acted as a barrier to agreement in negotiations because it weakened the 

commitment of some partners and led them to adopt hedging behavior.  Hedging occurs 

when agreements are regarded as insecure.  For example, the U.K. leased the C-17s to 

hedge against the potential cancellation of the A400M.  As long as Germany was unable 

to commit funding to the program, the credibility or sustainability of any agreement, or of 

the program itself, was in doubt.  In fact, until the contract was signed, several years 

after negotiations had begun, the agreement was still not binding and sovereign nations 

could choose to drop out at any point. 

C. Psychological barriers 

Pre-existing beliefs, stereotypes or prejudices, based on past experience from 

interaction among European nations may have acted as a barrier in establishing an 

atmosphere of trust in A400M negotiations.  For instance, German actions or inaction in 

the late 1990s may have been seen in the light of the Eurofighter and Meteor 

experiences.   Similarly, the British may have been considered by other partners as 

traditionally giving priority to their “special relationship” with the United States, rather 

than their commitment to Europe. 

D. Institutional barriers 

Negotiating the terms and conditions, inputs, outputs, costs and benefits of participation 

in such a large and expensive program as the A400M was a challenging task, 

particularly since negotiations occurred on two levels.  Some of the barriers linked to 

domestic negotiations included: 

                                                
62 Again, Germany is a good example. 
63 Germany had a reputation of causing delays in multinational programs due to its inability to commit, 
particularly in financial matters.  Germany is purported to have delayed the signing of the Eurofighter 
contract for five years (Menon, 2002).  Furthermore, Germany was the reason behind the stalling for two 
whole years of the development process for the Meteor missile program, due, again, to the inability to get 
approval for the funding from the Parliamentary Budget Committee.  When Germany finally approved the 
funding that would allow development to commence, it also cut its order dramatically, from 1,488 to 600 
missiles (“Key European…,” 2002; “Berlin…, 2002). 
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 Institutional resistance

Established domestic institutional structures and relationships created obstacles to the 

smooth progress of the A400M negotiations.  For instance, within the U.K., the Ministry 

of Defense and the RAF had a strong relationship with the United States and a tradition 

of using American equipment (including an established infrastructure for operations, 

support and maintenance).  Therefore, they favored the status quo over a highly 

uncertain European project.  Similar institutional resistance in Italy may have 

undermined the program and eventually led to its abandonment. 

 Internal politics and turf wars

European decision-makers needed to build support for the A400M program domestically 

in order to have the authority to pursue external negotiations.  The constant need to 

negotiate and obtain alignment of domestic stakeholders often stalled negotiations.  

Internal political infighting, not always related to the specific program, further 

compounded the problems. 

Germany is a characteristic case of how important it is to manage internal politics and to 

ensure that all constituencies are on board for an agreement to go through.64  The 

A400M was a controversial program for Germany, not only because of its budgetary 

crisis, but also due to a lack of consensus on the nation’s true airlift needs.  In the midst 

of negotiations, German parliamentary approval procedures, often characterized by 

intense domestic political negotiations, constantly caused postponement of major 

milestones of the program, up to the signing of the actual contract.65  A clash of 

personalities and bad personal relations between German Defense Minister Rudolf 

Scharping and members of Parliament made the situation even tenser.  Scharping was a 

controversial figure in the German government: his reputation and stature had been 

undermined by a series of scandals; his popularity with the Bundestag was low; and he 

was not very skillful or diplomatic at managing internal political constituencies. 

                                                
64 Part of this analysis of German internal politics is drawn from the author’s interview with a German 
defense analyst in September 2006. 
65 For some, the German parliamentary approval system, though often cumbersome and time-consuming, is 
not a signal of deeper political conflicts or reason for serious concern, but merely something that needs to be 
taken into account when negotiating multinational programs (author’s interview with German MoD official, 
November 2006). 
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Internal politics also affected Italy’s attitude towards the A400M—both infighting within 

the government and government changes following elections.  Italy withdrew from the 

program under the largely pro-American Berlusconi government, which came into power 

after the May 2001 elections.  Italy’s subsequent decision to quit the A400M program 

later that year was partly a reflection of the country’s ambivalence regarding its loyalty to 

Europe vs. the United States.  Italy had a long-standing relationship with U.S. defense 

companies (Boeing/McDonnell Douglas, in particular) and was heavily courted by them 

not only for transport aircraft but also for surveillance aircraft, tankers and other 

equipment (Szandar, 2001a).  In addition, however, the decision on whether to stay or 

not in the A400M program was made amidst infighting between Berlusconi’s Defense 

and Foreign Ministry teams.  The Foreign Minister was pro-European, while the Defense 

Minister and the Air Force were leaning more towards a transatlantic solution—leasing 

American C-17s to supplement Italy’s C-130Js, and acquiring tactical C-27Js—rather 

than buying the A400M.  Ultimately, Italy chose the latter option (Shake, 2002) and the 

A400M was no longer a priority.66

The new government that was elected in April 2006 was headed by Romano Prodi, the 

former President of the European Commission, and therefore there has been 

speculation about a potential pro-European shift in attitudes on defense. 

 Lack of authority to commit

Another significant barrier to agreement in the A400M negotiations was the fact that 

sometimes, due to legal restrictions, negotiators did not have the necessary authority to 

commit resources on behalf of their nations.  Again, Germany is a characteristic 

example. 

 Differences in legal systems and institutions

Finally, different legal systems acted as a break to the swift progress of the program.  

Different national procedures (such as approval and ratification requirements) for 

committing to procurement orders, or different procurement schedules and funding 

cycles, which were not synchronized among nations, often caused delays in the A400M. 

                                                
66 Of course, there were also practical reasons why Italy chose the American solution: the C-130 and C-27 
aircraft use the same engines and therefore the country could save from having a single maintenance line 
(Kington, 2003). 
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E. Cultural barriers 

Although the A400M was a program with a distinct European identity, cultural differences 

still posed challenges to the progress of negotiations.  For example: 

 The difference between Anglo-Saxon and continental European attitudes

Although European culture is relatively homogeneous overall, there are still significant 

cultural differences among European nations, such as the divergence between the 

Anglo-Saxon and the continental European model.  In procurement, the U.K. follows a 

commercial or value-for-money approach, while for most other European countries 

political and social considerations are equally important to economic efficiency—if not 

more important, sometimes.  Furthermore, the U.K. has a natural affinity towards its 

transatlantic “special relationship,” in contrast to the European preference exhibited by 

most other partners.  These cultural differences created the potential for 

misunderstandings and tension among A400M partners, complicating the negotiating 

process.

 Different patterns of decision-making

Some nations’ model of decision-making requires debate, consultation, broad consensus 

and ratification in order to reach a decision.  Germany and the Netherlands are among 

those nations.  Other nations have more top-down decision-making processes, based on 

value-for-money calculations.  These culturally-linked and divergent decision-making 

philosophies and mechanisms made coordination challenging and acted as an 

impediment to the speedy progress of negotiations. 

II. Lessons learned from the case study

Not all barriers to agreement in a negotiation are unavoidable; some can be tackled 

early on, or avoided altogether.  In addition, certain structural elements and processes 

can help overcome barriers.  This section examines why and how the A400M program 

progressed, despite the challenges it faced.  It draws lessons from the case study by 

addressing the following questions: 

 Which barriers to agreement in the A400M negotiations could have been avoided 

and how? 
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 Which “breakthrough” factors helped overcome barriers and build momentum behind 

the program?  Were there approaches that would have helped overcome or avoid 

barriers more effectively, which were not used in A400M negotiations? 

1. General breakthrough factors 

 The shared need for airlift

The ESR had a much higher level of definition than the capability requirements for most 

multinational defense programs preceding it.  The acknowledgment by A400M partners 

that they faced a significant strategic airlift shortfall which needed to be filled as soon as 

possible was a major incentive for them to keep pursuing that program despite its 

difficulties.  At the same time, the pragmatic realization that their airlift fleets were getting 

older and more expensive to maintain helped maintain momentum and motivation 

among the partners to ensure the program’s success. 

 Strong leadership

France and the U.K. were the “pathfinders” of the A400M program.  In fact, French 

leadership was a key driving force behind the A400M program.67  As seen in an earlier 

section, France’s fundamental industrial and political interests were behind its strong 

motivation to ensure the program’s success.  The French were very influential among 

A400M partners and used that influence effectively on several occasions, to lead the 

way and promote progress in difficult phases.  Often, the French carefully sequenced 

their actions in order to create momentum.68  For example, they applied pressure on the 

British to be the first to announce their choice of the A400M in May 2000, so that other 

partners would follow suit.  The British commitment to the A400M was decisive for 

Germany to sign on to the program in June 2000, just one month after the U.K.69  Also, 

the French President, Jacques Chirac successfully pushed for a European engine to be 

chosen for the A400M. 

 The shared desire to support national industries and protect domestic employment

                                                
67 Author’s interview with Airbus Military official, January 2007. 
68 The negotiations tactic of undertaking actions, commitments or decisions in a particular sequence in order 
to achieve a desired effect is called “sequencing.” 
69 Author’s interview with German defense analyst, September 2006. 
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Nations had important stakes in the A400M in terms of industrial participation and 

employment for each partner nation.  Their desire to support their national champions 

was a strong motivation for them to keep supporting the program. 

At the trans-national level, there was a common desire by the biggest A400M partners, 

particularly France, to support, protect and enhance the competitiveness of Airbus 

Military, which was considered a valuable European asset.  This desire was illustrated 

early on by the choice of Airbus’ A400M design by the key FLA partners.  In fact, given 

that the national champions of the major partners were part of the pan-European 

aerospace company, EADS, which is also Airbus’ parent, these nations had no choice 

but to select the A400M. 

 Strong private sector support and involvement

As mentioned earlier, in Europe, industrial interests have a strong influence over 

capability and procurement decisions.  Although decisions on the A400M were ultimately 

made at the political level, the role of the private sector in influencing those decisions 

was significant.  For instance, European nations realized early on that there were a lot of 

lessons to be learned from Airbus’ commercial experience and the company was given 

significant leeway to design and run the program along commercial lines.70

Airbus Military had strong stakes in the A400M program and used its status as a 

valuable European asset to ensure the continued support of partner governments for the 

program.  Airbus also used more concrete methods: for example, it offered a fixed price 

for the aircraft, from the early stages of negotiations.  If one takes into account that most 

military contracts are “cost-plus” (the final cost is not determined upfront), Airbus’ 

commitment was a point of stability for participating governments,71 in return for which 

they were probably more open to concessions in other areas.72  Also, in the A400M 

contract Airbus set specific milestones for the whole program, including delivery dates 

up to 2021.  These milestones were clear, measurable and came at regular intervals, 
                                                
70 Author’s interview with Airbus Military officials, January 2007.  Commercial (aircraft) programs are initiated 
very differently from military ones.  In the latter, governments define a requirement and industry has to 
design a product to satisfy that requirement.  In commercial programs, the product is defined by industry 
after an assessment of the needs of the market and what these imply in terms of the size, range and cost of 
the aircraft, as well as an assessment of competitive offerings.  Airbus was encouraged to use that market-
based approach in designing the A400M and running the program. 
71 These governments were reassured that the costs of the program would not keep rising, as was the 
experience with many past European collaborative programs. 
72 Author’s interviews with officials from Airbus Military, January 2007. 



212

thus providing the nations with reassurance that the program was proceeding as 

planned and, at the same time, encouraging them to keep their commitments—through 

regular payments.  Finally, Airbus made price and contract concessions at certain points 

in the program, which increased the incentives of governments to support it. 

 The long-term perspective and a history of collaboration

Most European nations participating in the A400M program had a long history of working 

together in the context of the EU.  In addition, the A400M program was not seen as a 

one-time affair, but rather as part of an ongoing long-term relationship with one’s 

European partners—not only in defense matters, but also in other areas (such as 

Monetary Union).73  This perspective helped strengthen the feeling of community among 

partner nations and often, though not always, helped address trust issues.  Furthermore, 

in many cases, positive experiences and solid trust-based relationships helped create 

and sustain momentum and created additional incentives to keep commitments.74

Similarly, negative experiences influenced the A400M program by indicating elements 

that should be avoided.  For example, experience of the negative impact of juste retour

on the costs and efficiency of previous European programs such as the Eurofighter and 

Tornado, encouraged European nations to accept Airbus’ “global” approach to work-

share allocation. 

                                                
73 The existence of OCCAR, which managed other European collaborative programs in addition to the 
A400M, enhanced this sense of continuity.  
74 An illustration of this long-term perspective is Germany’s selection of the A400M over the Antonov design; 
or the decision by Germany’s partners to offer it a more favorable financing formula (than other partners), in 
order to allow it to stay in the program. 
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2. Avoidable barriers 

 Some institutional resistance could have been avoided by using a gradual approach

Negotiations theory places significant value in an incremental approach that helps 

overcome or avoid institutional obstacles and resistance.  Such an approach can consist 

of:

o Starting with an agreement on principles or on a conceptual framework for 

agreement, before moving to details; or 

o Starting with agreements on the least controversial issues and areas, thus 

building momentum towards agreement and then moving to more sensitive 

issues (these “phased agreements” are discussed in Chapter Five). 

Tackling less sensitive or “easier” areas first, would help secure some initial 

commitments.  These early successes would create a positive atmosphere.  At the same 

time, early agreements, even if very limited, would help build trust among participating 

nations and thus overcome one of the major barriers to negotiations—distrust. 

The non-binding nature of the A400M agreements, at least in the early stages of the 

negotiations, combined with uncertainties about the commitment of some partners, often 

resulted in distrust among participating nations.  Securing commitments on non-

controversial issues early on and creating informal guarantees might have helped 

address that problem, for instance, by: 

o Making agreements and commitments public, thus putting partners’ 

reputations on the line; or 

o Getting the bigger and most influential players to publicly commit first, thus 

lending credibility to the project, creating momentum and inspiring smaller 

players to get on board. 

One should note that there is an apparent tension between the need to pursue a gradual 

approach to avoid resistance, and the need to secure early commitments and 

successes.  Given the large sums involved and the sensitive nature of nations’ 

commitments, early agreements would have to be limited and structured in such a way 

as to allow significant flexibility and allow the possibility to be revisited and revised 

periodically. 
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3. Process Innovations 

Some original approaches with respect to the negotiating process helped overcome 

barriers in the A400M negotiations.  These included: 

 Emphasizing core European values and linking the negotiation to issues with 

momentum

An important incentive for many A400M partners to support the program was their 

shared preference for a European solution.  From its very beginning, participation in the 

A400M program was framed by the main partners (led by France) as a choice “for 

Europe.”  This was a choice associated with core values and aspirations such as a 

European defense identity and an independent European defense capability—in addition 

to the goal of creating a strong, independent and globally competitive European 

aerospace industry.  Most partner nations were committed to these goals and thus had 

stakes in the success of the project.  Framing the A400M program in this way and linking 

its success to the success of ESDP may have helped significantly in overcoming hurdles 

in negotiations by increasing the program’s attractiveness in the eyes of participants and 

making it easier to sell to their domestic publics.  In addition, the ESDP process had 

significant momentum, which may have “spilled-over” to the A400M program. 

 Maintaining flexibility and introducing innovative financing

Taking into account Germany’s budgetary problems and allowing it to pay upon delivery 

of the aircraft, rather than at major milestones, was the only way to keep Germany on 

board.  This flexibility on the part of Germany’s partners—and the ability to see the 

ultimate goal which was to save the program—, even if it gave Germany preferential 

treatment of sorts, was crucial in saving the program from cancellation. 

 Leadership changes

For instance, the ousting of German Defense Minister Rudolf Scharping and his 

replacement by the less controversial Peter Struck may have played a role in restoring 

progress after a long period of stagnation. 

In addition to the above, there are process innovations that either could have been 

effective in the A400M case or that are relevant to European pooling of airlift resources 

in general.  These include: 
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 Having clear, generally accepted rules of the game

Clearly defined terms and conditions of participation in a multinational arrangement—for 

example, regarding requirements, work-shares, financial obligations, payment methods 

and other elements—help manage expectations, and minimize controversies both at the 

European and at the domestic level.  Sometimes, changing inefficient practices, such as 

juste retour, may not be easy, particularly as some nations may be legally required to 

ensure some form of compensation in order to obtain parliamentary approval for a 

collaborative program.75

In any case, proposing firm guidelines that neutralize such issues by laying down in 

detail the decision rules—regarding contributions, right of access to the pool of 

resources etc.—should help keep finance- and burden-sharing-related conflicts at a 

minimum.  These guidelines may need to be adjusted to each individual program and to 

nations’ particular interests in each case, but a general framework should also be 

available. 

 Creating momentum by making gains more obvious, downplaying costs

Often the gains from collaborative programs are vague, while the costs to each nation—

particularly in political terms—are much more concrete.  Therefore, it would help to 

provide a clear picture of the economic/financial and other benefits from a joint 

initiative—both individual and common.  Emphasizing concrete gains, while downplaying 

potential costs to each individual nation, should strengthen nations’ motivation to support 

multinational initiatives. 

 Using action-forcing events more effectively

Negotiations theory suggests that a technique for mediators or negotiators to break a 

stalemate or generate momentum for action is to create time pressure through action-

forcing events.  In the A400M case, at particular moments in the program, key actors 

actively tried to push developments and force some of their partners into action.  

However, their actions did not always have the desired effect. 

o One successful action-forcing event was the deadline that the U.K. imposed 

on its partners to decide on the future of the program or else it would seek 

                                                
75 Author’s interview with German government official, November 2006. 
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alternative solutions for its strategic airlift requirement.  This threat was 

credible and thus effective in inducing action. 

Less successful attempts at forcing action included: 

o The threat by French President Chirac to openly criticize the German 

leadership for stalling and endangering the future of the program.  This threat 

was ineffective because it was aimed at the executive political leadership of 

Germany, not at the true decision-maker—the German Parliament. 

o The various deadlines imposed on Germany by its partner nations at different 

phases of the negotiating process, which were intended to force the German 

leadership to make a firm commitment to the program.  Again, these were not 

addressed at the true decision-maker. 

o The various MoUs signed and commitments made to the program by the 

German Chancellor and Defense Minister Scharping before parliamentary 

approval for the necessary funding was secured.  Although these 

commitments were intended to build domestic momentum for the A400M and 

create a “fait accompli” for the Bundestag, while increasing Germany’s 

credibility among its partners, they resulted in political infighting, endangering 

the future of the program. 

Negotiators might have been able to achieve more breakthroughs by using artificial time 

pressure or peer pressure more effectively to incite action on behalf of Germany’s 

decision-makers.  A reasonable firm deadline, which would have taken into account the 

German legislative process and left the Budgetary Committee enough time to study the 

details of the program, could have been more effective, allowing the German Chancellor 

to make the case for urgent action as externally imposed by Germany’s partners. 

 Managing internal constituencies more effectively

Germany again provides a good example.  Specifically, a better understanding—by the 

political leadership—of the internal dynamics around the program and a conscious effort 

to get all relevant constituencies to back that program would have minimized or at least 

helped address the domestic obstacles to ensuring Germany’s commitment. 

The table below summarizes the key breakthrough factors derived from the A400M 

case:
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Table 6.2: Breakthrough Factors in the A400M Case 

GENERAL 
BREAKTHROUGH 
FACTORS

Shared need for airlift 

Strong leadership  

Shared desire to support national champions 

Strong private sector support and involvement 

Long-term perspective of European cooperation 

AVOIDABLE BARRIERS PROCESS INNOVATIONS 

STRUCTURAL Institutional resistance and related 
obstacles

Adopt a gradual approach; start 
with less sensitive areas 

PROCESS-
RELATED

Negotiation is linked to other 
negotiations or issues that are 
controversial or doomed to fail 

Avoid or de-couple from weak 
links; forge strong links 

Emphasize European values and 
link to issues with momentum 

The process risks getting “stuck” at 
different points 

Maintain flexibility and introduce 
innovative financing 

Change the leadership  

Unclear decision rules, including the 
burden sharing framework, create 
confusion and tensions 

Develop clear rules of the game 
early on; these should be vetted 
by all participants 

Participants perceive other 
alternatives as more attractive 

Shape participants’ perception of 
alternatives – make (national and 
collective) gains obvious, 
downplay individual costs 

Participants “drag their feet” Use action-forcing events more 
effectively

Domestic constituencies and political 
infighting risk damaging progress 

Manage domestic constituencies; 
get everyone on board early on 
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III. Epilogue: What future for the A400M? 

The A400M program continues to experience various challenges and setbacks.  It had 

finally seemed to be on track and on schedule until Airbus revealed, starting in the 

summer of 2006, that it faced serious problems with the production of its A380 aircraft.  

In October 2006, Airbus made the second of two consecutive announcements of delays 

in the deliveries of its A380 super-jumbo aircraft and of significant cost overruns (the 

profits warning was for nearly 5 billion euros), leading large airlines to consider canceling 

their orders.76  According to some analysts, this may be the worst crisis that has hit 

Airbus in its 36 years of existence. 

At the same time, on December 1 of the same year, Airbus announced its decision to go 

ahead with production of its A350 aircraft after EADS shareholders agreed on a 10 

billion euro financing plan.77  This decision, coming at such a difficult time for the 

company, may seriously strain its resources and increase its risk, particularly if the A350 

faces similar problems to the A380.78

The problems of the A380 could have an impact on Airbus’ Military Transport Division.  

Many of the challenges Airbus faces with respect to the A380 are linked to the 

company’s structure and organization and therefore apply to its transport aircraft 

activities as well.  These include: duplication among Airbus’ 16 manufacturing sites 

across Europe;79 lack of flexibility to hire and fire labor according to business cycles, due 

                                                
76 In fact, in late 2006, FedEx Express, the express package delivery unit of U.S. shipping company FedEx, 
became the first customer to terminate an order for Airbus' A380 when it cancelled its agreement to buy 10 
A380-800F aircraft, ordering 15 Boeing 777 instead (Bansal, 2006). 
77 It has been reported that six billion of the A350 development cost will be financed internally, while the 
remaining four billion in financing will be backed by state guarantees from France, the U.K., Germany and 
Spain—the four countries supporting Airbus (Hollinger, 2006). 
78 For instance, government support for Airbus—which is supposed to fund part of the A350 development 
costs—is a controversial issue and object of a fierce dispute with Boeing in front of the World Trade 
Organization.   Therefore, development aid is not guaranteed.  In addition, the outcome of Airbus’ two billion 
euro cost-cutting program will have a dramatic impact on all programs.  Finally, the weak dollar creates 
serious cost issues for Airbus, since the company earns revenues in dollars, but has its production base in 
Europe (Hollinger, 2006). 
79 Airbus has operations in four nations: France, Germany, Spain and the U.K.  The A380 has two final 
assembly lines, in Toulouse, France and Hamburg, Germany.  This duplication is the result of strong 
pressures by the four governments to maintain key skills, jobs and intellectual property by securing 
substantial industrial participation for their national industries.  To illustrate, in January 2007 the U.K. 
threatened to reconsider or even cancel military procurement contracts with EADS if the company moved 
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to rigid European labor laws; high capital requirements and limited outsourcing;80 and 

finally, an inefficient corporate structure, including a dual management structure, for its 

parent, EADS.81

Several analysts on both sides of the Atlantic82 have speculated that Airbus’ problems 

with the A380 will spill-over onto the A400M program, leading to rising costs and delays 

in the latter as well.  There are several reasons for this.  The A380 has been a huge 

drain on Airbus’ and EADS’ resources, particularly financial, undermining the companies’ 

profitability and leading to the profits warnings.  Now that the A380 is in trouble, it is 

likely to attract and absorb even more resources, not only financial, but also 

technical/technological (e.g. engineers), which will have to come from other parts of the 

company.  It is not unreasonable to expect that they will be drawn from Airbus’ other 

major program, the A400M.  Similarly, if Airbus faces production or funding problems 

with the A350, these are also likely to spill over the A400M, compounding the impact of 

the A380 problems. 

The unit cost (to Airbus) of the transport aircraft is likely to increase as a result of all 

these problems.  Given that it is a fixed-price contract, Airbus may need to be bailed out 

by European governments, who are unlikely to allow the failure of a big program with 

such significant implications in terms of employment.83

                                                                                                                               

crucial wing component industrial work from the U.K.’s Filton plant to facilities in Germany and Spain.  
Similarly, the German Economics Minister threatened that Germany would cancel defense contracts with 
EADS if jobs and production are shifted out of the country.  All this happened in the context of EADS’ recent 
restructuring program to reduce duplication and prior to the company’s announcement of the detaled 
restructuring plan (for more details, see Boxell and Done, 2007 and Atkins, 2007).  Both cases illustrate the 
willingness of governments to conduct industrial policy via their clout as EADS customers (in the A400M, for 
example), rather than as shareholders of the company. 
80 A less capital-intensive way of developing and producing an aircraft would imply that Airbus would 
outsource some parts of the work to risk-sharing partners, thus reducing its own risk and making better use 
of its capital (Done, 2006b). 
81 EADS, from its creation in 2000, has two chairmen and two CEOs (French and German), with the German 
heads of divisions reporting to the French CEO and vice versa.  This is a delicate political balance, reflected 
in the shareholder structure of the company where there are equal French and German shares: 22.5 percent 
DaimlerChrysler (German), 15 percent French state, and 7.5 percent owned by the French Lagardère group. 
82 Author’s interviews, October 2006. 
83 This is not an unusual situation in the defense field and is not limited to Europe.  For example, the USG 
has had to bail out Boeing in the early phases of the C-17 program. 
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Currently, the A400M is on schedule, but with almost no safety margin.84  Another 

delay—in a series of delays—for the A400M will be awkward for European governments.  

Although there is no danger as yet that the A400M program will be abandoned 

altogether, the delays could be very damaging because they will force many nations to 

seek interim solutions.  Airbus’ American competitors would benefit from these setbacks 

and have yet another opportunity to lobby European governments to adopt their 

products until the A400M is “out of the woods.”  Once established, these interim 

solutions might well turn out to be more permanent than initially thought. 

The next chapter—Chapter Seven—will explore how the lessons learned from the 

A400M program can be used to open the way for more successful, cost-effective and 

politically feasible European pooling arrangements in the area of strategic airlift, but also 

in other capability areas. 

                                                
84 According to the company’s former CEO, Christian Streiff, the timetable for the A400M was, in October 
2006, “exactly on edge…but without any reserves” of time (Done, 2006a).  Therefore, any upset can lead to 
delays. 
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CHAPTER SEVEN 

BARRIERS TO ACHIEVING EFFICIENT OUTCOMES: 
APPLICATION 

I. The Negotiation 

This chapter applies the lessons learned from the case study of the A400M program to 

European efforts to improve their strategic airlift capabilities by pooling their resources.  

Various collaborative initiatives aimed at achieving that goal are either currently in effect 

(SALIS); in the negotiating phase (NSAC); or have been proposed at some point in time 

(EATC).  The analysis that follows examines whether the lessons and insights from the 

A400M negotiations are relevant to hypothetical negotiations around the establishment 

of a European Air Transport Command.  For the purposes of this analysis, I assume that 

the EATC will be linked to the creation of a common European fleet of strategic transport 

aircraft, collectively owned and managed based on the AWACS model—a combination 

of acquisition and operational pooling.1

A central question that will be addressed in this chapter is the following: Assuming that 

European nations decide in favor of a EATC, how should they approach negotiations 

around establishing such a command in order to increase their chances of success?  

The first step in addressing that question is to diagnose the structure of the negotiating 

situation using the analytical framework presented in Chapter Five.  Then, that 

framework, in combination with the lessons from the A400M case study are used to 

identify barriers to agreement and potential opportunities—innovative strategies and 

tactics—that nations can use to increase the chances of success of EATC negotiations 

This analysis is not only relevant to strategic airlift; the insights gained could be applied 

to European efforts to build and manage capabilities jointly in other areas where they 

face shortfalls.  The actors, interests, issues and dynamics involved in these areas are 

often similar. 

                                                
1 This model of the EATC is similar to the suggestion made at the April 2003 mini-summit mentioned in 
Chapter Four. 
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Background note: Current command arrangements for European operations 

Currently, individual nations are responsible for planning and executing EU operations, 

including paying for the transportation of their forces to the theater of operations.  

Central coordination may be done, when necessary, through the EU Military Staff and its 

Movement Coordination Cell (EUMCC), in combination with the coordination cells in 

Eindhoven (EAC/SCC) and Athens Sealift Coordination Cell.  However, planning is done 

initially by the EU Military Committee, and later, by the Operational Commander.2

The Berlin Plus arrangements provide a framework for the EU to make use of NATO 

planning capabilities and NATO’s European command infrastructure for EU-led military 

operations.  Under this framework national headquarters can be in charge of 

autonomous EU operations.  So far, Berlin Plus has been used successfully in such 

operations: “Operation Concordia” in Macedonia and “Operation Althea” in Bosnia-

Herzegovina.  However, according to some analysts, Berlin Plus is not ideal, since it can 

only be used for a limited number of missions—those led by the EU but needing access 

to NATO assets—and even then, the unanimous approval of NATO nations is required 

(Burwell et al., 2006). 

Following the controversy surrounding a suggestion by the nations participating in the 

2003 mini-summit, to create a European operational headquarters located in Tervuren, 

Belgium, a compromise solution was found in the creation of a Civilian-Military planning 

Cell within the EUMS.3  This cell was intended to serve as the core element of a 

planning/operational headquarters for EU operations (Biscop, 2006).  At the same time, 

a European planning cell was created within the NATO command center at SHAPE in 

Mons, Belgium.4  This cell is mainly the European Union Staff Group (EUSG)—the core 

of the EU Operational Headquarters at SHAPE—which consists of 18 members, both 

                                                
2 These procedures are different in NATO.  For instance, nations participating in NRF operations are only 
responsible for transporting their forces to a Port of Embarkation (PoE), after which point transportation 
becomes a NATO responsibility, taken over by the NATO Operational Commander. 
3 This solution was a political compromise reached after intense British diplomacy with the United States 
Administration (Gnesotto, 2004). 
4 NATO obtained a new command structure following the Prague Summit of 2002.  This structure is built 
around a single Strategic Command for Operations at SHAPE and three subordinate operational-level joint 
commands in the Netherlands, Naples and Lisbon (Flournoy, 2005).  



223

civilian and military—from Austria, Belgium, Finland, France, Germany, Greece, Ireland, 

Italy, Netherlands, Spain, Sweden and the U.K.5

Therefore, EU operations can be conducted autonomously either using a lead-nation 

framework with national headquarters or using the European cell within SHAPE 

(Gnesotto, 2004, p. 140).6

II. Application of the Methodology 

STEP 1: Diagnose the Structure of the Negotiation 

A. PARTIES 

 Who are likely to be the key parties and stakeholders in negotiations over the creation 

of a EATC? 

The main parties likely to be involved in negotiations over the integration of European 

strategic airlift resources under a EATC include both international and domestic actors.  

The international actors are almost identical to the ones identified in the A400M case: 

1. The EU nations—the primary negotiators at the political level; 

2. The international organizations most directly affected by the establishment of a 

EATC:

i. The European Union and its institutions,7 including the European Defense 

Agency (EDA); 

                                                
5 These officers are national experts representing several functions (resources, intelligence, operations, 
logistics, strategic planning and training, finance, legal, and others) with the general task of providing EU 
expertise in each respective function in the framework of each respective operation.  Until recently, the 
EUSG was active in Operation ALTHEA (“Operation Althea…,” 2006). 
6 Also, following the minisummit, France and Germany offered that their own headquarters could be turned 
into multinational headquarters on an ad hoc basis if necessary. 
7 Some of these institutions are: the European Council (of Heads of Government); the Political and Security 
Committee (Ministers of Defense or Ambassadors); the Military Committee (Chiefs of Staff); and the High 
Representative for Foreign and Security Policy.  Rather than examining each of these units separately, this 
dissertation will assess the interests of the European Union as a whole. 
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ii. NATO; and 

iii. The European Airlift Centre;8

3. The European aerospace and defense industry; and 

4. The United States administration and defense establishment, including the U.S. 

aerospace and defense industry. 

The key domestic actors—again, similar to those who were active in A400M 

negotiations—include: 

1. The political leadership of each nation (the official negotiators); 

2. The defense establishment (Defense Ministries and Armed Forces) and related 

bureaucracies;

3. The broader political establishment: other ministries (for example, Finance), national 

parliaments, political parties, public and private interest groups and others; and 

4. Domestic aerospace and defense companies. 

B. INTERESTS AND STAKES 

What are likely to be the main interests of the parties involved in negotiations over the 

creation of a EATC?

International Actors

1. Nations 

EU Member States have several interests—both common and conflicting ones—that are 

relevant to the establishment of a EATC. 

Common interests 

 Obtaining access to affordable strategic airlift capability

Given the high cost of acquiring large, heavy-lift planes—both in terms of the purchase 

price and the attached infrastructure (for logistics, training, support and maintenance)—

most European nations cannot afford to procure and maintain a significant strategic airlift 

                                                
8 As presented in Chapter Four, according to one scenario the EATC most likely will evolve from the EAC. 
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capability of their own.  By procuring jointly, they gain access to a much larger pool of 

resources than they would be able—or willing—to obtain individually.   

Expected utilization—how frequently and how intensively assets are used—is an 

important consideration.  Utilization applies both to war- and peacetime needs and must 

be high enough to justify investment in a dedicated capability.  Larger nations, with 

expeditionary ambitions and capabilities—such as the U.K. and France—have relatively 

high utilization rates for their airlift assets, which explains their preference for national 

procurement options.  Smaller nations, whose ambitions imply a relatively small, less 

frequently utilized strategic airlift capacity, may judge that the relatively low utilization of 

such a capacity is not worth the high cost of supporting it.9  For them, pooling is a 

sensible and cost-effective option.  However, even smaller nations may want to 

contribute to a common European force in order to support the strategic goals of the EU.  

Therefore, they will need some strategic airlift capacity.  Participating in a European pool 

of airlift capabilities addresses the problem of low utilization.10

 Managing capabilities cost-effectively

Although pooling the management of jointly acquired aircraft does not necessarily follow 

joint procurement, it is the most reasonable option for nations unable to afford the 

infrastructure and other lifecycle costs of a national airlift fleet.  It is duplicative, costly 

and inefficient to maintain national command structures, headquarters and decision-

making mechanisms while operating a common airlift fleet.  On the other hand, 

managing a joint fleet of aircraft by a central command creates significant efficiencies.11

By better utilizing existing airlift capacity; by streamlining, downsizing or eliminating 

costly national command structures; and by avoiding more expensive options such as 

                                                
9 Owning and operating an airlift capability, whether it is one aircraft or 20, requires an investment in 
infrastructure (basing, personnel, training, support and maintenance facilities etc.) which is mostly fixed.  
This is not a sensible investment for a small fleet which is not used very frequently.  The importance of 
expected utilization was emphasized repeatedly during discussions of the author with officials from the EDA 
and NATO (October 2006). 
10 In the recent NSAC initiative, most of the 13 NATO nations that agreed to collectively buy C-17s in the fall 
of 2006, are small countries: with the exception of Italy, the Netherlands and Denmark, none of the big 
players participate.  These smaller nations do not currently possess a truly strategic airlift capability. 
11 The cost savings and efficiencies that are created by pooling, both of procurement (collective acquisition) 
and of operational management of assets and capabilities are analyzed in detail in Chapter Four. 
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chartering transport aircraft on the commercial market,12 nations can have important 

financial benefits. 

 Promoting interoperability with European partners

A joint command can also bring significant gains in operational effectiveness.  Given that 

Europeans increasingly conduct their operations in a multinational framework, having 

interoperable and coordinated forces is a critical component of a timely and effective 

multinational military response to a crisis.  Jointly procuring a fleet of strategic transport 

aircraft and operating it under a European command would greatly enhance 

interoperability among European nations, which, in turn, would increase the operational 

effectiveness of missions undertaken by a EU force. 

 Protecting national security and maintaining national sovereignty

Being able to act in a timely and effective way to defend one’s national interests is 

paramount for a nation.  For that purpose, a nation should not only have the right 

capabilities but it should also be able to use them immediately when needed.  This 

implies national control over those capabilities. 

Multinational initiatives limit national sovereignty to a greater or lesser extent, depending 

on the degree of integration.  For example, nations want to be able to decide on a case-

by-case basis whether they want to participate in a multinational operation.  However, 

being part of a shared system makes it difficult for a nation not to participate in or to veto 

a military operation to which other nations subscribe.  In addition, tasking and planning 

of operations are particularly sensitive areas for most nations.  Handing over national 

control over one’s airlift capabilities (including planning and tasking) to a European airlift 

command would significantly diminish a nation’s ability to take decisions autonomously 

and to act according to its national interest, when that differs from the common interest.  

These are key concerns of nations that are opposed to a full-fledged EATC that will 

replace their national command structures.13

Maintaining national sovereignty is a critical interest in negotiations over the creation of a 

EATC.  In fact, it is an interest characteristic of negotiations over pooling initiatives in 
                                                
12 Chartering on the commercial market can be very expensive when a nation has high, year-round 
utilization for airlift. 
13 In addition, national sovereingty concerns reduce the effectiveness of a EATC : in the event of an 
operation where not all nations agree to participate, it would be politically very difficult to rely on a EATC to 
deploy the forces of willing nations into the theater (Heise, in Biscop, 2005).   
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general, not only with respect to strategic airlift capabilities, but also with respect to other 

capabilities considered critical for European (and national) defense.14  As documented in 

the literature, the linkage costs resulting from the interdependence and partial loss of 

national autonomy inherent in pooling are characteristic of alliances and multinational 

endeavors in general. 

 Keeping defense spending under control

Creating a EATC requires substantial investment in the short term to build up the central 

organization.  This implies upfront financial commitments from European nations before 

savings from such a command are realized.  Given the current economic situation in 

many nations, many of them are reluctant to make such commitments.  One needs only 

take into account that negotiations over the budgets of joint organizations such as the 

EAC and the EDA (which are much smaller than a EATC budget would be) are already 

contentious to understand why participating nations would not be willing to invest even 

larger sums into a—so far—uncertain and unproven project.15

 Protecting employment and status quo structures

As seen from the A400M case study, this is a particularly strong interest of European 

nations.  A EATC will require dismantling national transportation command structures 

and laying off national officials.  Naturally, governments will want to avoid such an 

uncomfortable and politically damaging situation, which will put them in a difficult position 

with their constituencies and may even endanger their political survival. 

 Showing solidarity with other Europeans

Showing commitment to European values and solidarity with EU partners has high 

political value for many nations, particularly the bigger ones.  Besides contributing to a 

stronger and more credible EU as a military force, participation in a EATC would also 

demonstrate solidarity with EU Member States with respect to the goal of a common 

European defense. 

                                                
14 According to Stephen Hoadley (2005), “…it is evident that European Union defense policy remains 
subordinate to the individual defense policies of the 25 member states.  Sovereignty remains the rule in the 
foreign and security policy sectors despite significant advances in communitarization of other policy sectors.” 
15 Author’s interview with Dutch MoD official, May 2005. 
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Commitment to Europe derives to a large extent from a desire to support the European 

defense technological and industrial base (DTIB) and provide it with opportunities and a 

framework to become stronger and more competitive.16

Conflicting interests 

 Divergent attitudes towards pooling

Not all nations find pooling attractive.  Overall, bigger nations tend to find pooling less 

attractive and advantageous (than smaller nations do) and therefore will tend to be less 

supportive of a EATC.  For example, the U.K. has repeatedly emphasized its lack of 

interest in pooling solutions.  This is understandable, given that it has a significant 

national strategic airlift capability sufficient to satisfy its national requirements (and more) 

and has no incentives to make that capability available to others without substantial 

compensation.17  Germany, on the other hand, is interested in pooling and has even 

been leading the joint SALIS initiative.  Finally, although it has an independent airlift 

capacity sufficient to cover most of its national needs, France is also interested in 

multinational European solutions, most likely because of its political vision of an 

integrated Europe in which it has a leadership role. 

 Conflicting loyalties

One of the reasons why not all nations are receptive to the idea of a EATC is linked to 

their divergent perceptions of the degree of autonomy the EU should have as an 

international security actor, both within and outside the Alliance.  Biscop (2006) and 

many others call this the divide between “Atlanticists” and “Europeanists.”  For the last 

fifty years or so, while European integration has proceeded on several levels, security 

and defense has been tacitly assumed to be a transatlantic affair (“Will a Quartet of 

Euro-enthusiasts Undermine NATO?,” 2003).  However, not all European nations share 

this assumption; some of them would like the EU to become more autonomous militarily. 

Most recently, the strategic debate over the primacy of NATO vs. the EU in security 

matters resurfaced in 2003, in the wake of the mini-summit that suggested the creation 

of a EATC.  EU nations’ views on this initiative were conflicting: 

                                                
16 Author’s interview with German MoD official, November 2006. 
17 Mostly motivated by the desire to obtain value for money, the U.K. has offered other member states the 
use of its maintenance and support infrastructure for transport aircraft—on a paying basis (author’s interview 
with EDA official, October 2006). 
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o After the Saint Malo summit in 1998, the British political leadership has been 

supportive, in principle, of the idea of enhancing European defense 

capabilities.  However, their focus has been on capabilities—particularly 

capability shortfalls—rather than concepts and institutions; and they have 

been keen to ensure that EU initiatives are complementary and not 

competing with NATO.  The U.K. has strongly criticized the EATC initiative as 

duplicating NATO structures and functions, dispersing scarce resources, 

weakening transatlantic relations and Alliance cohesion, and aggravating 

tensions between NATO and the EU (“Will a Quartet of Euro-enthusiasts 

Undermine NATO?,” 2003; also, see Hoadley, 2005). 

o Germany and the Netherlands have followed a middle way.  On the one 

hand, they have been supportive of a European command with coordinating, 

tasking and planning authority as the best way to optimize strategic transport 

resources.18  However, they believe that a balance should be maintained by 

ensuring that such an initiative is well integrated and compatible with the 

Alliance security architecture.19

o France has been at the other extreme of the U.K., supporting the 

strengthening of European defense to counterbalance NATO and U.S. 

predominance in Europe (Hoadley, 2005).  For these reasons, France would 

most likely be in favor of an independent European transport command, 

which would make the EU more autonomous in military terms and less 

dependent on NATO and U.S. structures. 

2. International organizations 

a. The European Union as a strategic actor 

The European Security Strategy calls for a Europe that is more capable in foreign affairs: 

more autonomous in defense matters, inside and outside the Berlin Plus agreement, and 

able to share more global responsibilities (European Defense, 2004).  In the context of 

that vision, the EU has particular interests with respect to a joint Air Transport 

                                                
18 Author’s interview with Dutch MoD official, May 2005. 
19 The Netherlands was among the critics of the initiatives coming from the mini-summit. 
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Command.  These interests largely overlap with those described in the A400M case 

study and therefore are only briefly presented here: 

 The political/military vision: Becoming a significant and credible global military 

player with the capacity to act autonomously

Possessing its own fleet of strategic transport aircraft under its own command structure 

gives the EU a concrete, solid basis to support its global aspirations.  The capacity to 

launch and conduct military operations without relying on NATO (or U.S.) assets and 

structures will not only enhance the EU’s prestige and stature but also its practical 

effectiveness as a military power.  In addition, a joint air transport command could well 

represent a stepping stone to achieve military integration in other areas as well (for 

example, joint air defense, joint bio-terrorism defense structures, and others).20

The desire for autonomy does not imply an intention to disengage from the Alliance.  In 

general, the EU has stated its wish to have a more balanced relationship with NATO, 

where the two organizations would become more equal partners, and the EU would 

have the capacity to act and address the security challenges of the twenty-first century, 

even in cases when NATO is not involved. 

 The economic vision: Improving its defense capabilities by better managing 

existing ones and acquiring new ones more cost-effectively

The current restrictive budgetary environment in most EU Member States highlights the 

importance of initiatives that promote more efficient use of defense resources.  Through 

the EATC, the EU will benefit from more efficient and effective allocation and utilization 

of both the limited existing assets of its members and the potential acquisition of 

common European assets, in order to achieve the Union’s military goals.  In other words, 

joint procurement of new capabilities and an integrated system for managing capabilities 

will increase efficiency and effectiveness compared to the status quo of national 

structures. 

b. NATO 

In the context of the unresolved debate over “EU autonomy versus NATO primacy” 

(Haine, 2004), the Alliance would be directly affected by the creation of a EATC.  

Specifically, NATO would have the following stakes in a European command: 

                                                
20 Author’s interview with Austrian defense expert, December 2006. 



231

 Remaining a relevant security player

A key NATO objective is to remain the only relevant security organization in the Western 

world and the core forum and vehicle for European military action.  This will be the case 

as long as the EU, while developing a stronger European pillar within NATO, does not 

aim to replace NATO as the main security and defense organization within Europe.  The 

strong commitment to the Alliance of NATO’s European members is critical to its 

relevance, stature and credibility in the current security environment and a key condition 

for the effectiveness of any future NATO intervention.  A EATC could weaken that 

commitment, since the independence the EATC would offer could lead to a progressive 

disengagement of EU member states from NATO.  For instance, the EU might be less 

eager to use NATO assets for its operations, since that requires a unanimous decision 

by the North Atlantic Council for every individual operation (Biscop, 2006). 

 Building up its capabilities

If the pooling of their airlift resources under a EATC would result in truly incremental 

airlift capacity and allow Europeans to have more deployable forces, these would benefit 

both the EU and NATO.  For example, pooled capabilities could be deployed for NATO 

operations in those cases when the EU and the United States decide to act together 

(Biscop, 2006). 

Given the considerable overlap between EU and NATO membership with respect to 

European nations, it would be reasonable to expect that the capacities acquired and 

managed collectively by EU nations under a EATC could be made accessible to both the 

EU and NATO.  This is the case with capabilities developed in the context of NATO, 

such as the SALIS airlift capacities, which can be used by both organizations as well as 

by individual nations.  Also, the same principle will apply in the context of the proposed 

NSAC—the C-17 aircraft to be procured (starting in 2007) and operated collectively by a 

group of NATO nations. 

 Avoiding wasteful duplication of Alliance structures

NATO does not possess a dedicated transportation command;21 the transportation of 

troops and equipment traditionally has been a national responsibility, although this is 

                                                
21 According to the NATO Logistics Handbook (Chapter 14, §1408, Policy on Command and Control of 
Movement and Transport Resources): “a. The command and control of movement and transport resources 
will remain with the owning nations unless nations have made other arrangements with NATO authorities; b. 
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changing with the NRF.  The development of a separate European command for air 

mobility might be considered as unnecessary (given the role of SHAPE) or as duplicating 

the functions of the European cell within SHAPE. 

c. The European Defense Agency (EDA) 

Background 

The EDA is an Agency of the European Union, founded under a Joint Action of the 

Council of Ministers of the European Union on July 12, 2004, with a mission “to support 

the Member States and the Council in their effort to improve European defense 

capabilities in the field of crisis management and to sustain ESDP as it stands now and 

develops in the future” (Council of the European Union, 2004).  In the context of that 

mission, the EDA focuses on four particular areas: capability development; armaments 

cooperation; the European DTIB and defense equipment market; and research and 

technology (R&T).  Specific tasks of the Agency include: helping Member States improve 

their defense capabilities to meet the needs of ESDP; promoting and facilitating defense 

equipment collaboration, a strong European defense industry and a competitive 

European defense equipment market; and supporting European collaboration in defense 

R&T.

As an institution of the EU, the EDA answers to the Council of Ministers and works 

closely with the General Secretariat of the Council, the EUMC and the Permanent 

Political and Security Committee (PSC), as well as with the European Commission, in 

areas in which the interests of the two institutions overlap, such as defense markets and 

security research (“Position Paper…,” 2006).  Its principal decision-making body is the 

Steering Board, made up of Defense Ministers from 24 participating Member States (all 

EU members as of 2006, except for Denmark, which has a general opt-out on European 

Security and Defense Policy). 

Interests of the EDA with respect to the EATC 

The key stakeholders of the EDA are its “parent” Member States.  Essentially, since the 

EDA has no delegated powers, it is dependent on the governments of these nations for 

                                                                                                                               

NATO will provide mission assignment to nations, who will undertake operational command and control and 
detailed mission tasking of movement and transportation resources.”  NATO has a Movement and 
Transportation Advisory Group, which is “designed to foster cooperative civil/military and NATO/national 
approaches to movement and transportation issues” (NATO Logistics Handbook, Chapter 14, §1425).  This 
is now changing with the NRF. 
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important decisions as well as for funding.  The EDA would not be a direct participant in 

negotiations to set up a European strategic airlift fleet or an Airlift Command.  However, 

given that its parent governments would be the primary negotiators, the Agency could 

play a crucial role in coordinating their efforts and developing the framework for 

implementation of such a command. 

The Agency’s interests with respect to the establishment of a common European 

strategic airlift capability and command structure would include the following: 

 Helping improve European defense capabilities in the most cost-effective and 

efficient way

This is a primary mission of the EDA.  In pursuing that mission, the EDA’s trans-national 

perspective is an important advantage.  The EDA has a global view of the national 

ambitions, agendas and plans of the different stakeholders, as well as their requirements 

and capabilities.  This gives it the potential to provide impartial analysis of European 

national capabilities and procurement plans, and to propose initiatives and solutions for 

addressing EU-level capability shortfalls (Biscop, 2005).  Given this broad perspective, 

the Agency’s challenge is to find the overlaps and synergies among national plans that 

will benefit European capabilities as a whole.22

As it works with nations to develop European defense capabilities and a stronger 

European industrial and technological infrastructure in the most cost-effective way, the 

EDA strongly favors policy options and initiatives that require harmonization, 

collaboration and pooling of resources among member nations in those fields.  The 

EATC initiative could fit all those criteria.  Besides, the EATC would fold nicely into the 

EDA’s Long-Term Vision, published in October 2006, which could serve as an 

overarching European framework for capability investment.23

 Increasing its influence among parent nations and the broader public.

                                                
22 Author’s interview with EDA officials, October 2006. 
23 The Long-Term Vision study report, presented by the EDA in October 2006, is an analysis of the major 
trends that will shape the security environment over the next 20 years.  This report is intended to provide 
guidance to European military planners with respect to the kinds of capabilities that will be required to 
conduct military operations successfully in the future.  The Long-Term Vision is not binding (nations are not 
obliged to take it into account in their decision-making) (see http://www.eda.europa.eu/ltv/ltv.htm, as of 
January 17, 2007). 

http://www.eda.europa.eu/ltv/ltv.htm
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A related institutional interest of the EDA is to motivate its parent nations to follow its 

recommendations.  In order for the EDA to fulfill its missions, it needs to convince 24 

national Defense Ministries to consider in their national plans, the requirements and 

guidelines developed and applicable at the European level.  If nations do not engage 

with the EDA and do not act accordingly, the Agency cannot perform its functions.  

Through its Steering Board, the EDA is in constant dialog with high-level officials from 

national defense ministries, which gives it a chance to exert some influence on national 

decision-making (Speech to the Conference…, 2006). 

 Building its credibility and securing adequate resources to fulfill its role.

In order to ensure its survival in the long term, the EDA needs to prove its value, 

primarily to its stakeholders as well as to the general public.  Nations need to appreciate 

the utility and added value of the EDA in order to keep supporting it both financially and 

politically.  This can be achieved through success stories—projects that the EDA has 

initiated and successfully completed.  For example, the EDA recently has initiated 

studies to explore opportunities for cooperation in various areas, such as Unmanned 

Aerial Vehicles, Armored Fighting Vehicles (AFVs), Command, Control and 

Communications (C3). 

The challenge for the EDA in its efforts to prove itself is that defense investments take 

time to bear fruit and, given the length of the defense planning cycles (four to five years 

for many European countries), the results of most of its initiatives will not be visible for at 

least five to ten years.  Therefore, the Agency needs to be skillful at managing 

expectations and at convincing its stakeholders of its ability to bring about the benefits it 

promises (Flournoy et al., 2005). 

Maintaining a balance between performing its functions and securing the backing of its 

stakeholders is part of the EDA’s daily reality—and a prerequisite for its survival.  The 

Agency’s position is politically sensitive: it has to fulfill its role and tasks, while at the 

same time engaging closely with its parent nations, making sure these acknowledge and 

approve of its goals and activities.  Performing this dual role is challenging, particularly 

since often the expectations that parent member states have from the EDA are not 

proportionate to the resources that these states are willing to invest in it.  Resource (staff 

and financial) limitations make it harder for the EDA to fulfill its ambitious set of goals.  At 

the same time, however, if the EDA will take any role in implementing a joint European 
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strategic airlift fleet or a EATC, it is vital for it to have the necessary resources and 

commitment of its parent nations. 

The EDA may have already laid some of the groundwork required in the practical 

implementation of the EATC.  For example, 22 of the 24 EDA members have agreed to 

the creation of a European defense equipment market in 2006.24  The market will 

operate on the basis of the Code of Conduct on Defense Procurement, a voluntary, 

intergovernmental regime to cover defense equipment purchases which are exempt from 

the normal cross-border competition rules of the EU single market.25  Helping to 

underpin this regime is the Code of Best Practice in the Supply Chain, which is intended 

to extend the benefits of greater competition to smaller companies who may not be able 

to bid for contracts directly but could act as sub-contractors.26 This set of principles has 

been developed in close consultation with industry. 

d. The European Airlift Centre 

One of the possibilities for the establishment of a EATC, is for this command to evolve 

from the EAC, as it expands its authority over national airlift capabilities and is assigned 

additional responsibilities and tasks, including tasking and planning.  Therefore, the EAC 

has an important interest in developments with respect to the EATC, but, since it has no 

delegated authority as an organization (it is ultimately dependent on the decisions of the 

individual nations that support it), it cannot be a direct participant in the negotiations.  

Although it is considered very successful in its coordinating role, the EAC currently has 

no influence on national policies or on the planning of airlift capabilities and operations.  

Developing into a full-fledged European Airlift Command that will consolidate and 

replace national commands, is the ultimate goal of the EAC.  Such a development will 

dramatically increase the credibility, prestige and stature of the EAC in the European 

defense establishment. 
                                                
24 Only Hungary and Spain exercised their option not to join the Code of Conduct regime initially, although 
both have indicated the possibility of doing so later.
25 See http://www.eda.europa.eu/reference/eda/EDA%20-%20Code%20of%20Conduct%20-
%20European%20Defence%20Equipment%20Market.htm (as of January 17, 2007). 
26 See http://www.eda.europa.eu/reference/eda/EDA%20-
%20Code%20of%20Best%20Practice%20in%20the%20Supply%20Chain%20-
%20European%20Defence%20Equipment%20Market.htm (as of January 17, 2007). 

http://www.eda.europa.eu/reference/eda/EDA%20-%20Code%20of%20Conduct%20-%20European%20Defence%20Equipment%20Market.htm
http://www.eda.europa.eu/reference/eda/EDA%20-%20Code%20of%20Best%20Practice%20in%20the%20Supply%20Chain%20-%20European%20Defence%20Equipment%20Market.htm
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The evolution of the EAC from a simple coordinating authority to a full command will also 

call for a dramatic transformation and expansion of the EAC’s capacity (staff, premises, 

infrastructure etc).  The investment of participating nations in the budget of the 

organization will have to increase dramatically. 

3. The European aerospace and defense industry 

As noted in Chapter Six, the European aerospace and defense industry has typical 

private-sector interests and motives—maximizing profits, ensuring a stable flow of 

business, seeking opportunities for expansion and others—but also political ones, such 

as maintaining the support of European governments, while minimizing political 

interference in corporate affairs. 

The establishment of a EATC that manages (and potentially also procures) a common 

European airlift fleet would have a significant impact on the European aerospace and 

defense industrial base by progressively leading to the harmonization of equipment 

specifications and requirements for European nations and thereby to the consolidation of 

the, currently fragmented, demand side of the European defense market.  Consolidated 

demand would imply that the industry would benefit from larger contracts—and therefore 

larger production runs and the associated economies of scale, scope and learning.  This, 

in turn, would encourage further consolidation of the supply side of the market. 

A substantial, stable, multi-year demand—that is, guaranteed business of a larger 

scale—would not only allow the industry to survive, but also to invest in future 

technologies, designs and capabilities, and to become more competitive globally.27

Finally, the European aerospace and defense industry would presumably be better 

positioned to receive the larger European contracts than its non-European counterparts, 

since governments would be even more inclined (than currently) to support a 

consolidated and strong European industry.28,29

                                                
27 In order to take advantage of this consolidated demand, the industry has to be consolidated itself.  This 
has already happened in aerospace, which is dominated by two large European prime contractors. 
28 I am assuming that a central entity representing “Europe” would be more likely to forge consensus 
towards supporting the European industry by providing it with business, in areas where it would have the 
necessary technological and production capacities. 
29 The type and extent of the benefits of consolidated demand differs according to the size of the company.  
The advantages described apply mostly to large, international companies.  For smaller national firms, 
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4. The United States Administration and defense establishment 

So far, the attitude of the United States towards ESDP has been mixed.  Traditionally, 

since NATO’s creation, U.S. administrations have looked at NATO as “the anchor of 

U.S. engagement in European security affairs and the primary multilateral venue for 

shaping allies’ defense policies and capabilities” (Michel, 2006).  The U.S. approach to 

military capability improvements in Europe often seems ambivalent: on the one hand, 

successive Administrations encourage Europeans to become stronger militarily; but at 

the same time, they express concern that a stronger, more independent Europe may 

diverge more from U.S. interests, and NATO, and thus will weaken both the Alliance and 

the transatlantic relationship.  These conflicting interests of the United States are 

expressed more specifically as follows: 

 Encouraging Europeans to shoulder a larger share of the burden for common 

defense.

The United States often has encouraged Europeans to do and spend more on their own 

defense.  Therefore, in principle, concerted European action to improve their capabilities, 

particularly if combined with increased spending, would be seen as positive: Europeans 

would be able to reduce the operational burden of overextended U.S. forces, while 

becoming more equal partners of the United States, thus increasing the effectiveness of 

joint operations.  If Europe is capable of improving and mobilizing forces and capabilities 

which would also be available to the Alliance, this would benefit all sides.  It could be 

argued that a common European airlift fleet under a EATC would achieve that. 

 Maintaining European engagement and commitment to NATO and the United 

States

A strong and effective NATO is a vital American interest.  At the same time as it 

encourages Europeans to become stronger militarily, the United States Administration is 

concerned that, as that happens, the EU may progressively deal with security matters 

independently rather than within NATO—which has, so far, allowed the United States to 

maintain a certain degree of influence over European policies.  In military matters, the 

relationship between the EU and NATO is often seen as a zero-sum game (Asmus, 

2005).  In other words, the United States fears that a stronger European military entity 

                                                                                                                               

market access and marketing channels may become more complex and require additional investment 
(“Position Paper,” 2006). 
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will result in the EU replacing NATO as the primary vehicle for collective security and 

defense (Flournoy, 2005).  The 2003 mini-summit aggravated these U.S. concerns.30

Domestic Actors

1. Political leadership 

In addition to being international players, governments are also accountable, directly or 

indirectly, to their domestic constituencies and therefore are constantly trying to balance 

their domestic and international interests.31  The key interests of governments as 

international state actors were presented in the previous section.  The overarching 

domestic concern of governments is how to ensure the support of their domestic 

constituencies, without which they cannot guarantee that they will be able to implement 

the decisions taken in external negotiations.  The A400M case, and particularly the 

German example, illustrates the importance of domestic support and the consequences 

of failing to secure that. 

The restructuring, rationalization and downsizing of national structures and 

bureaucracies implied by pooling initiatives such as the EATC is likely to cause strong 

resistance from various constituencies.  This is the main reason why governments are 

reluctant to make unpopular decisions that would involve sacrificing national capacities 

and structures, particularly jobs, in the interest of European-wide efficiency. 

2. National defense establishment 

Although the interests of a nation’s Defense Ministry officials and those of the officers 

from its Armed Forces do not always coincide, some of their interests are broadly shared 

and relevant to the establishment of a EATC.  These include: 

                                                
30 In the context of a broader dispute between the United States and the EU nations organizing the summit 
over the war in Iraq, this initiative seemed to lower the level of trust between ESDP and NATO (Haine, 
2004). 
31 According to Moravcsik (1993, p. 135), “…chief executives are also…accountable to particularistic 
domestic constituencies.  Their political future depends on their ability to function as domestic political 
actors.”
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 Providing national security and maintaining national command and control.

This is a key function and the reason for existence of national defense establishments.  

A EATC implies relinquishing national control over airlift assets and operations to a 

collective or supranational authority.  The defense establishment of each nation could 

see such a command as invading their turf, compromising their ability to react 

immediately and effectively to crises, and thereby threatening their ability to provide 

national security.32

 Achieving cost-effective procurement and management of capabilities.

Defense Ministries are interested in value for money and economic efficiency in 

procurement.  To the extent that centralized procurement under a EATC allows MoDs to 

get better value for money than they would through national procurement (for example, 

through scale economies translated into price advantages), they will favor such a 

command.   However, a EATC does not only imply joint procurement, but also joint 

command of the acquired capabilities at the European level.  The latter would probably 

not be popular with national bureaucracies, which would be preoccupied with preserving 

their current status and privileges. 

 Preserving the status quo (jobs, status, workload).

The creation of a EATC would bring about radical changes in defense establishments: 

national commands would be streamlined and eventually eliminated; operating 

procedures changed and harmonized; decisions taken away from the hands of national 

authorities and centralized.  The dismantling of national commands would translate into 

job losses for all nations, which would make the EATC unpopular with national 

bureaucracies and constituencies. 

In addition, the creation of a EATC would impose additional workload on national 

defense establishments.  Currently, for example, ESDP initiatives are seen by many 

MoDs and their bureaucracies as such a burden, which requires investment in time and 

effort.33

                                                
32 According to an Austrian defense expert, in smaller countries, defense officials may not necessarily feel 
threatened by the prospect of a EATC, but may see it as an opportunity for their nation to participate in a 
structure with a European-level playing field and as a source for additional career opportunities for their 
officers (author’s interview, December 2006). 
33 In fact, ESDP does not (yet) occupy the highest place in the priorities of national defense establishments. 
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 Improving future European defense capabilities.

Many senior military officers are deeply concerned about the future of European defense 

capabilities and consider their improvement a key priority of national and European 

defense establishments (Flournoy et al., 2005).  These forces would favor the EATC 

initiative as a way to achieve the promised improvement in efficiency and effectiveness 

of European strategic airlift capabilities, though they would still face bureaucratic 

resistance. 

3. Broader political establishment 

The interests of each national political establishment will depend on the specific nation 

and the “Atlanticist” vs. “Europeanist” attitudes of its political parties.  In addition, in 

several countries, the EATC initiative may trigger a debate over whether and to what 

extent neutral or non-aligned countries (Austria, Finland, Ireland or Sweden) could or 

should participate in such a common command. 

Given current budgetary constraints in most European nations, Finance Ministries and 

their key officials are likely to play an important role in scrutinizing decisions to invest 

large sums in multinational military programs.  It also seems unlikely that national 

parliaments and opposition parties will be eager to authorize significant funding 

increases for a EATC—or to allocate funds for activities, where such activities were 

barely funded at all in the past, which is the case for most smaller countries. 

4. Domestic aerospace and defense companies 

Although a EATC may help the consolidated European aerospace industry gain more 

business and become leaner and more competitive globally, from the perspective of 

national companies, particularly the smaller industrial players, a EATC could shake up a 

comfortable status quo.  Realizing that procurement will become more harmonized and 

streamlined in the hands of a centralized entity, domestic companies may fear that they 

can no longer count on that support of their domestic governments and that they will not 

be able to lobby for that support.  The marketplace will become more competitive and 

these firms will have to become leaner and more efficient to be able to compete for 
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European contracts or, failing to do so, they may end up being bought by bigger rivals.  

Therefore, domestic aerospace and defense companies’ may lobby against a EATC. 

The table below summarizes the interests of the key stakeholders in the EATC initiative: 

Table 7.1: Interests of Key Players in the EATC Negotiations 

INTERNATIONAL STAKEHOLDERS INTERESTS 

Nations Shared interests 

Obtaining access to airlift capability in an affordable 
and cost-effective way 

Managing capabilities cost-effectively 

Promoting interoperability with European partners 

Protecting national security and maintaining 
national sovereignty 

Keeping defense spending under control 

Protecting employment and status quo structures 

Showing solidarity with other Europeans 

Conflicting interests 

Divergent attitudes towards pooling 

Conflicting loyalties 

EU as a strategic actor Becoming a significant and credible global military 
player with the capacity to act autonomously 

Improving its defense capabilities cost-effectively

NATO Remaining a relevant security player 

Building up its capabilities 

Avoiding wasteful duplication of Alliance structures 

European Defense Agency Helping improve European defense capabilities in 
the most cost-effective and efficient way 

Increasing its influence among parent nations and 
the broader public 

Building its credibility and securing adequate 
resources 

European aerospace and defense 
industry 

Maximizing profits, maintaining a stable flow of 
business, achieving global competitiveness 
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Maintaining the support of European governments 
(while minimizing political interference) 

U.S. Administration and defense 
establishment 

Encouraging Europeans to shoulder a larger share 
of the burden for common defense 

Maintaining European engagement and 
commitment to NATO and the United States 

DOMESTIC STAKEHOLDERS INTERESTS 

Political leadership Ensuring the support of key domestic 
constituencies 

National defense establishment Providing national security (maintaining national 
command and control) 

Achieving cost-effective procurement and 
management of capabilities 

Preserving the status quo (jobs, status, workload) 

Improving future European defense capabilities 

Broader political establishment Preserving the status quo 

Scrutinizing investment decisions and controlling or 
limiting financial outlays 

Domestic aerospace and defense 
companies 

Maintaining a comfortable status quo 

Maintaining the support of their governments 

C. ISSUES 

 What are likely to be key issues in EATC negotiations? 

Key issues likely to arise in negotiations on establishing a EATC are the following: 

 Structure and functions of the joint command

The negotiating parties are likely to have different visions of the role of a EATC, 

translating into different ideas about the structure, authorities and responsibilities this 

command should have.  Chapter Four noted the divergence in views among the nations 

participating in the European Airlift Centre regarding the evolution in the authorities, 

tasks and structure of that center.  These differences are linked to the broader, ongoing 

debate over the degree of autonomy that the EU should have with respect to NATO in 

leading its own military operations.  They are also linked to the extent to which nations 

are willing to allow a supranational authority to restrict their national decision-making 
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power and sovereignty in sensitive defense matters.  Disagreements around those 

issues are likely to be a sticking point in negotiations over establishing a EATC. 

 Burden sharing and access

The issue of burden sharing is similar in nature to the issue of work-share (and jobs) 

distribution in joint procurement programs, as discussed in the A400M case.  In a joint 

European strategic airlift fleet and a European airlift command, nations contribute 

funding and/or assets and staff in return for access to those assets and capabilities for 

their national and EU or coalition needs.  Assuming that cooperation in pooling initiatives 

occurs on an ad-hoc, voluntary basis, some of the key questions addressed in burden 

sharing negotiations are: what each country should contribute to the pool in terms of 

forces and funding (input rules); how much control each country has over the commonly 

funded capability; and under what conditions it can use that capability (access or output 

rules).

Burden sharing can be a sensitive issue, particularly when nations perceive that what 

they get out of a collaborative arrangement is not proportionate to what they contribute 

to it or when they believe that other participants get benefits disproportionate to their 

contribution. 

 Timing

The timing of negotiations and implementation is crucial for the political feasibility of 

complicated multinational endeavors such as pooling arrangements.  Negotiations over 

the establishment of a EATC are politically challenging.  Timing can have an impact on 

their success, as the conditions need to be “ripe:” interested parties need to be 

receptive, convinced and willing to collaborate; and there need to be enough initial 

positive experiences to create momentum.  Attempting to introduce a highly integrative 

and controversial initiative before key stakeholders are ready for it may doom the 

initiative from its beginning. 

 Impact of EATC on domestic defense establishments

This is a major issue, as has already been demonstrated.   In order to avoid losing 

valuable political capital and the support of their constituencies, politicians/negotiators 

will seek to minimize the impact on their domestic structures. 
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 Impact of EATC on NATO cohesion and the transatlantic relationship

Negotiations over the establishment of a EATC are likely to be politically sensitive, not 

only because of the impact such an arrangement will have on national sovereignty and 

domestic employment, but also because of its potential impact on transatlantic relations 

and NATO cohesion.  Although some nations are promoting the idea of a separate 

European Command as a way of freeing the EU from dependence on NATO/U.S. 

structures and assets, most other nations are keen to make sure that a EATC is not 

competing with or duplicating NATO structures nor encouraging Europeans to disengage 

from the Alliance.  Therefore, an important issue in negotiations over a EATC will be to 

determine the kind of relationship it will have to existing NATO structures.  This 

relationship needs to be clarified early in order to avoid potential loyalty conflicts which 

may stall or block agreement in negotiations. 

D. ALTERNATIVES 

 What are the main alternatives to establishing a EATC for the key stakeholders? 

Despite the significant potential benefits offered by a EATC solution, the status quo is 

still relatively convenient for the main stakeholders in this negotiation, which explains 

partly why the EATC idea has not caught on so far. 

Alternatives for European nations 

Despite the potential advantages of an autonomous European command, there is no 

urgency yet to implement such an initiative and there are no perceived costs associated 

with waiting for a more convenient opportunity. 

Different aspects of the status quo constitute viable alternatives for European nations.  

For the bigger nations, that urgently need additional strategic airlift capabilities, some 

forms of national procurement, such as commercial charter, are still affordable, 

particularly as long as utilization is not too high.  Pooling is not seen as an absolute 

necessity by these nations, particularly given its implications for national sovereignty and 

restructuring of domestic structures.  For smaller nations, the acquisition of strategic 

airlift capabilities is not an immediate necessity and therefore they can afford to forgo or 

postpone that acquisition. 
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Nations that are reluctant to give up national control over their capabilities could still 

choose to pursue pooled acquisition (joint procurement) and gain from economies of 

scale, while maintaining ownership and national command and control over their assets.  

They could continue to use the, successful, EAC to coordinate their national capabilities.  

Although this arrangement is not the most efficient possible, it is more politically feasible 

than the controversial EATC initiative. 

Alternatives for the European Union 

For the EU, the creation of its own airlift fleet, managed by an autonomous command, 

would involve several benefits, which may make it more attractive than the status quo.  

For example, relying on NATO assets under Berlin Plus may not be considered 

particularly attractive, since it only applies to a limited range of contingencies and 

involves restrictions on its use.  Besides the cost and operational efficiencies, a EATC 

would offer the EU autonomy in decision-making and conducting of operations, while 

increasing its credibility as a security actor. 

E. LINKAGES 

 Are there negotiations on other issues whose progress and outcomes may have an 

impact on EATC negotiations? 

Negotiations among participating nations 

 Negotiations on other European cooperative programs and initiatives

The progress of negotiations on other European multinational programs or planned 

initiatives, in airlift as well as in other capability areas, could positively influence EATC 

negotiations.  First, progress in negotiations and perceived success of these other 

initiatives could positively influence the mindset and attitudes of European nations 

towards pooling in general.  The demonstration of political will to undertake such 

initiatives, even if it is only at the level of joint procurement, would build positive 

momentum towards other types of pooling, such as integrated support, maintenance, 

training etc.  Second, in more practical terms, the success of joint procurement programs 

such as the A400M, could strengthen momentum towards a EATC since the assets 

acquired through this initiative will also be the assets managed by the European 
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command.  Examples of initiatives and negotiations whose progress and outcome can 

influence the progress of EATC negotiations include, besides the A400M: 

o Multinational initiatives to jointly acquire and/or manage airlift capabilities, 

such as SALIS or NSAC; and 

o Cooperative programs such as the EDA’s AFV initiative (described below), 

which are considered promising for the future of European collaboration. 

Similarly, the progress of negotiations over the expansion of the EAC’s tasks and 

authority is a direct indication of the political will to eventually establish a EATC.  The 

proven benefits and successes of the EAC may encourage nations to pursue closer 

integration by expanding the tasks and authorities of the center.  If the EAC is not 

considered valuable by participating nations, it is also less likely that these nations will 

be willing to expand its functions. 

 Negotiations around the European Constitutional Treaty

The failure of major EU nations to ratify the European Constitutional Treaty in 2005 has 

often been interpreted as an indication of public skepticism and reluctance to yield too 

much power to the European Union by relinquishing national control of some critical 

decisionmaking processes to a supranational EU authority (Flournoy, 2005). 

In the area of defense, the Treaty would establish “Permanent Structured Cooperation,” 

which could provide a more efficient mechanism for building up European defense 

capabilities.  Permanent structured cooperation would enable a group of member states 

that fulfill certain criteria to cooperate more closely and to jointly undertake complex 

military tasks.  In the area of common foreign and security policy, this enhanced 

cooperation would be conditional upon a unanimous decision by the European Council 

(“Constitutional Treaty…,” 2005).34

Even though the Constitutional Treaty would have facilitated and encouraged deeper 

cooperation on defense matters, the inability to ratify it is not necessarily a blow to 

defense integration; in fact, it may be an opportunity to re-open the debate around how 

to enhance the efficiency of decision-making on defense matters at the EU level and to 

                                                
34 Permanent structured cooperation would only refer to the enhancement of military capabilities, not to 
military operations or to the establishment by the group of new institutions or headquarters.  See Van Camp 
(2005) for a more detailed analysis of permanent structured cooperation, criteria for participation and 
potential impact on defense capabilities. 
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explore ways to improve cooperation and integration in that area.  Furthermore, this may 

also be an opportunity to tackle the broader questions linked to the future of European 

defense, such as the role of the EU as a strategic actor, its likely future missions, the 

capabilities in which nations should invest to be able to fulfill these missions and other 

related questions (Flournoy, 2005).  A broader EU consensus on these questions would 

be essential to improving the capabilities necessary for the EU to be a credible security 

player.  Finally, pursuing integration in the areas of security and defense may be a way 

to break the impasse created by the failure to ratify the Constitutional Treaty and build 

confidence and momentum for integration in other areas. 

 European negotiations in other areas

The progress of consolidation in the European DTIB may create momentum for 

integration in other defense areas.  The DTIB is another sensitive area where integration 

runs into similar obstacles as in the integration of defense structures and capabilities; 

therefore progress in DTIB consolidation may have a positive impact on the EATC 

initiative. 

Finally, negotiations with respect to cooperation in non-defense areas (e.g. economic 

and monetary) within the EU may have an indirect impact on EATC negotiations, 

depending on whether they create positive or negative experiences and precedents. 

Negotiations within participating nations 

Similarly to the A400M case, the progress of internal budget negotiations will most likely 

influence a nation’s inclination to fund a new entity such as the EATC. 

Negotiations between participating nations and third parties 

Therefore, developments in the relationship between the EU and NATO will affect 

momentum behind a EATC.  A higher level of trust and communication between the two 

will have a positive influence on negotiations towards establishing a EATC that will not 

antagonize NATO.  If this trust breaks down, the EATC initiative will become even more 

controversial. 
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STEP 2: Identify Key Barriers to Negotiated Agreement 

The second step in this analysis identifies the main barriers to EATC negotiations, which 

overlap considerably with some of those observed in A400M negotiations. 

A. Structural barriers 

Negotiations on pooling of defense capabilities are likely to be structurally complex: they 

occur at multiple levels with several participants that have a range of often conflicting 

interests. 

A fundamental barrier to the progress of negotiations on pooling of European airlift 

resources and capabilities is the lack of political will, on the part of European 

governments, to commit to such solutions in order to close their capability gaps.  As a 

result, there is also no decisive leadership to promote such solutions.  There are three 

reasons for this lack of will: the absence of a common vision of the security role of the 

EU; the unequal distribution of the benefits from pooling among small and bigger 

nations; and sovereignty concerns.  These, and other, factors acting as barriers to 

successful negotiations are analyzed below. 

 Lack of consensus on the EU’s ambition to be a global security actor

The absence of an overarching vision of the EU’s strategic role—a long-standing political 

division among EU Member States—is one of the reasons why there has not been an 

effectively coordinated capability-building process to cover European shortfalls.  

Specifically, there is no shared European perspective on what is (or should be) the role 

of the EU in defense matters.  There are basic disagreements among EU nations on the 

desirability of a strong EU military posture and on the particular missions that a 

European force should be able to undertake.  These are reflected in the familiar debate 

around whether the EU should concentrate on “soft-power” tasks and low- to medium-

intensity crisis management or whether it should be capable of intervening in high-

intensity combat situations.  While some nations argue for the latter, others believe that 

high-intensity combat intervention is U.S./NATO territory in which the EU should not get 

involved. 

As a result of this divergence of views, there is often little or no political will among the 

majority of Europe’s political elites and publics to improve European capabilities 

(Flournoy, 2005, p. 17). 
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In airlift this situation is reflected by the lack of a long-term, commonly agreed-upon 

vision on how to improve European strategic airlift capabilities, which would allow for the 

most efficient planning for pooling resources (Biscop, 2005).  However, even if there 

were such a long-term vision, currently “there is no indication that all Member States 

would be willing to subscribe to comprehensive planning and coordination at the EU 

level in the near future” (Biscop, 2005, p. 32). 

 Divergence in interests between small and big countries

This divergence occurs on many levels and may act as a barrier to achieving agreement 

on effective and efficient pooling of strategic airlift capabilities and resources.  Two types 

of differences are presented below: 

Different perceptions of the strategic airlift requirement 

“National willingness to participate in a multinational arrangement depends on the extent 

to which a nation has identified a national strategic/outsize airlift requirement as well as 

on the costs and benefits of other available options for meeting that requirement” (North 

Atlantic Council, 2001, p. 8-4).  First, there is no widespread agreement among EU 

nations that there is an actual requirement or shortfall in strategic airlift capabilities.  The 

difference in perceptions of the size and/or urgency of the airlift requirement among 

Member States influences their incentives for participating in pooling initiatives such as 

the EATC.  Overwhelmed by their inability to finance the high potential costs of obtaining 

additional strategic airlift capabilities, many nations are inclined to scale back their 

ambitions and reduce their perceived requirements.35  Domestic and international 

political considerations compound this tendency.36  Recent initiatives, such as SALIS, 

although starting as partial, interim solutions, are increasingly presented as providing 

sufficient capabilities to cover the overall shortfall.37

The differences among nations’ perceived strategic airlift requirements—particularly their 

need for a dedicated capability—make it very difficult to obtain their commitments to 

pursue joint initiatives for obtaining such a capability. 
                                                
35 Author’s interview with EDA official, October 2006. 
36 A characteristic example is Italy : its participation in NATO’s NSAC started with a very ambitious initial 
requirement of 1,200 C-17 flight hours per year.  This requirement was slashed down to 300 hours after the 
country’s defense budget was cut by 25 percent by the new government that came into power in spring 
2006. 
37 For example, it may be difficult for Germany, a lead nation in the SALIS initiative, to admit that this 
initiative does not resolve its airlift shortfall. 
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Different benefits from pooling leading to different attitudes towards such solutions 

As shown in the literature review, big nations are not as interested in pooling as smaller 

ones.  In the area of strategic airlift, traditional power-projection nations find almost any 

form of pooling unattractive.  These nations’ national security strategies require them to 

have substantial, independent lift capabilities that can be used for their national needs 

without depending on the consensus of other nations or a NATO or EU activation order 

or approval.  These nations are likely to prefer—and afford—to pursue national 

approaches for enhancing their lift capabilities (North Atlantic Council, 2001, p. ii). 

Smaller nations are more willing to consider multinational solutions to their lift problems, 

as long as the solutions are less expensive than national programs or bilateral 

arrangements (North Atlantic Council, 2001, p. ii).  These nations either have more 

modest requirements—both in quantity and expected utilization levels—or are able to 

deploy their forces only in the context of a NATO, EU or other coalition operation.  They 

cannot afford to acquire and maintain the full spectrum of capabilities necessary to 

contribute to such operations given their budgetary constraints—and, often, lack public 

support for acquiring and maintaining such capabilities.  Pooling of resources and 

multinational cooperation is the only way for smaller nations to afford access to 

capabilities—and related infrastructure. 

Nations with substantial independent airlift requirements and capabilities may still 

participate in multinational lift arrangements for political reasons, even in the absence of 

strong strategic interests to do so, although the general tendency will be for them to 

pursue national approaches (North Atlantic Council, 2001).  Therefore, there is a 

paradox here: the nations that can contribute the most to a pool and which are 

indispensable for the success of pooling initiatives are also the ones that have the least 

to benefit from them and therefore are the least interested. 

 Sovereignty concerns

Countries are often reluctant to participate in highly integrative arrangements, since 

these “diminish a nation’s ability to decide and act according to her national interest in 

case this differs from the common one” (Biscop, 2005, p. 45).  The degree of sovereignty 

concerns varies among nations, and is usually stronger among the bigger ones.  A 

characteristic example of how sovereignty concerns get in the way of pooling is the 

reluctance of the nations participating in the EAC to grant it tasking authority.  According 
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to a European MoD official, tasking of airlift capabilities by the EAC is a sensitive political 

issue. Some nations are particularly reluctant to give up their sovereignty over air 

transport tasking and planning; “they think that their power to utilize their own aircraft will 

dissolve if the EAC can task the aircraft.”38

 Intergovernmental nature of decision-making and the disconnect between 

national and European concerns

National sensitivities and sovereignty concerns are among the main reasons why 

decision-making on security and defense matters in the EU remains intergovernmental, 

and not managed at the community level as has been the case with trade policy.  

National governments retain all authority for security policy decisions and those 

decisions require unanimity (as opposed to qualified majority). 

This character of EU decision-making is reflected in capability-building, which, according 

to Biscop (2006) is a bottom-up process, with nations as the ultimate decision-makers.  

Addressing capability shortfalls in the context of ESDP relies on nations’ voluntary 

capability contributions to a list, such as the Force Catalogue.  These capabilities are not 

connected to each other (for example, through combined basing, training or support 

structures) except on an ad-hoc basis, for actual operations.  Furthermore, nations 

decide in which capabilities to invest (or to disinvest) largely based on national 

budgetary and other considerations rather than the benefit to the EU as a whole.  This is 

a disconnected process: national decision-making is often not linked to an underlying 

European vision or a European framework to which all nations subscribe and on which 

they base their capability investment decisions.  Despite the existing frameworks—the 

Headline Goal, the European Security Strategy, the EDA’s Long Term Vision—nations 

are still not motivated enough to take European needs into account in their national 

plans.  This is the case, among other reasons, because they have no common 

perception of those needs and because there are no clear frameworks and rules for 

organizing contributions and managing access to joint capabilities. 

Limited financial resources, combined with a lack of perspective and motivation for 

nations to look beyond their national needs and contribute to European capability 

shortfalls result in a very slow progress in addressing those shortfalls, and continued 

                                                
38 Author’s interview, May 2005. 
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fragmentation, duplication and lost opportunities to achieve cost-effectiveness39 (Biscop, 

2006).

 Conflicting loyalties

The long strategic debate around the relationship between ESDP and NATO and the 

primacy of NATO vs. the EU has gone through several phases and is still unresolved.40

The fact that cooperation between the EU and NATO in the operational field has been 

dysfunctional so far (see the Darfur example, below) makes the EATC initiative even 

more controversial.  Although there have been efforts to increase communication and 

consultation among officials from both organizations,41 substantive cooperation between 

the two remains marginal, and the relationship is often characterized by suspicion and 

competition (Michel, 2006). 

The same type of conflicting priorities can be observed at the domestic level, where the 

various political and institutional actors may have varying preferences for pooling 

initiatives, depending on whether those are conceived within the framework of NATO or 

the EU.  For instance, the Ministry of Defense may favor a NATO approach, such as the 

NRF, while the Foreign Affairs Ministry and/or the office of the Prime Minister may favor, 

also for political reasons, EU initiatives such as the Battlegroups and the Headline Goal 

2010 process (Biscop, 2005).  Similarly, in procurement, different domestic actors may 

favor different equipment. 

 Conflicting national interests

As national commands and other structures are downsized or eliminated, tensions and 

conflicts will arise among governments seeking to protect their constituencies, over 

which nation will receive the least cuts.  The political repercussions of such conflicts are 

unavoidable and a significant challenge to negotiating and implementing pooling 

solutions. 

                                                
39 Each nation maintains small quantities of each capability, which require fixed overhead and support costs 
(bases, personnel, supplies etc.) and are duplicated among nations.  In addition, because of the prevailing 
national perspective, nations often may invest in capabilities that are already in surplus at the EU level (such 
as frigates and submarines), rather than those in which the EU faces significant shortfalls (Biscop. 2006). 
40 See Haine, Jean Yves, “ESDP and NATO,” in Gnesotto (2004), and Flournoy et al. (2005), Chapter 5, pp. 
65-71 for more details on that relationship. 
41 Examples of such efforts include periodical meetings between the North Atlantic Council and the EU’s 
Political and Security Committee; meetings between the two military committees; and a build-up of 
experience in cooperation in Bosnia. 
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An illustration of the national tendency to protect domestic industrial interests is the 

EDA’s ambitious initiative to promote a cooperative AFV program.  This initiative would 

have contributed significantly to eliminating fragmentation and duplication in the AFV 

market (due to the large number of national programs in that area).42  However, nations 

were reluctant to give up their national programs in favor of a common European 

program, and this initiative had to be replaced by a less ambitious long-term project 

identifying technologies for the next generation of AFVs (Biscop, 2006). 

This tendency for industrial interests to take precedence over military capability and 

effectiveness concerns could undermine the ability of EU nations to agree on and 

implement truly integrative and efficient pooling arrangements, since these would 

potentially require sacrificing industrial interests in favor of improved, more efficient 

capabilities.  A very good illustration of such a tendency are the warnings to EADS (in 

January 2007) by the German and British government not to eliminate any jobs in these 

nations’ industries, in the context of the company’s cost-cutting and restructuring 

program.43

 History of cooperation

Experience from close cooperation among EU member states both in armaments and in 

other areas (such as on economic and monetary matters) may facilitate cooperation in 

security and defense matters, assuming that this experience is positive and has 

established a level of mutual confidence.  Conversely, if negative experience from 

cooperation in other areas has created tensions and distrust among the participants, this 

may have a negative impact on defense negotiations. 

 Damaging linkages

The progress of negotiations on other matters may be linked to and affect EATC 

negotiations.  For example, a deterioration in the EU-NATO or EU-U.S. relationship may 

highlight once more the loyalty conflicts involved in creating a EATC and act as a barrier 

to the smooth progress of negotiations.44  Similarly, it is possible that negative 

                                                
42 In fact, a common European AFV would also have simplified negotiations over the specifications of a 
common European transport aircraft. 
43 See Chapter Six, footnote 79. 
44 Some nations may see a deterioration in relations with the United States as an incentive to pursue the 
EATC project even more intensely.  However, for the moment, these do not represent the majority within the 
EU.



254

developments with respect to the European Constitutional Treaty may block progress in 

common EU initiatives such as the EATC. 

 Comfortable status quo and lack of perceived urgency for creating a EATC

The creation of a European command to manage a joint European airlift fleet is not 

currently seen as a matter of the utmost urgency, even by its strongest supporters.  This 

is largely due to the fact that there are no significant costs to waiting (for a more 

opportune future moment to implement such a command), while the alternative 

(implementing it now) would be politically controversial and would challenge a relatively 

comfortable status quo. 

This perceived sense of timing is also linked to the external threat environment.  

Dramatic political developments lead to crises that require large troop movements within 

or beyond the borders of the EU, could cause the perceived urgency to change relatively 

quickly (see, for example the impact of quick German reunification on the deepening of 

European integration).45

B. Strategic barriers 

 Burden sharing issues

As noted in the literature review, burden sharing can be a contentious issue within 

alliances and collaborative programs, mainly because it is not always clearly defined and 

measured.  Burden sharing debates among countries participating in multinational 

pooling arrangements are often complex and tense, since nations are naturally 

motivated to seek the largest possible output from the pool, while making the lowest 

possible contribution.  Buck-passing and free-rider problems are relatively common in 

such pools.  In the first case, some countries may contribute too low funds or capabilities 

to the common pool because they are not themselves responsible for producing the 

necessary assets; this results in insufficient assets for the pool.  In the second case, big 

nations may consider that smaller ones are free-riders—that they are trying to enjoy the 

privileges while getting the bigger nations to foot the bill—since the latter are not able to 

contribute as much to the common pool.  Also, large contributors to the pool may be 

reluctant to share decision-making authority with their smaller counterparts.  These 

                                                
45 Author’s interview with Austrian defense expert, December 2006. 
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problems result in distrust among partners and reduced motivation to participate in the 

pool.

Furthermore, the absence of a clear set of decision rules governing the measurement 

and allocation of the burdens and benefits involved in funding common capabilities may 

act as another barrier to negotiations, by reducing nations’ willingness to participate in 

such initiatives.  Failure to establish such a rule set that is both firm and perceived as fair 

by all participants might even lead to the collapse of the whole project. 

 Investment incentives

Thinking based on a national—rather than broader European—perspective of needs and 

requirements currently dominates decisions on investment and disinvestment in 

capabilities.  This could also apply to joint initiatives such as a EATC: nations would not 

be motivated to forgo investment in national priorities in order to invest in such an entity 

because they would not be certain that their investment would be matched by other 

participating nations or that they would have assured access to the capability resulting 

from their funding contribution.  The high upfront costs (assets, infrastructure etc.) 

involved in establishing a EATC would make nations even more reluctant to be the first 

to commit.

 Atmosphere of distrust

Because of the types of incentives involved in pooling arrangements and the potential for 

free-rider and other burden sharing problems, it is possible that an atmosphere of 

tension and distrust may develop among participants, particularly when there is not 

enough transparency about each other’s goals, motives and strategies.  Distrust among 

European partners in multinational initiatives acts as a break to the progress of 

negotiations and may impede any chance of success of such initiatives.  Lack of 

confidence can be expressed in various forms: distrust of the motives, stated goals and 

alternatives of the other party (when there are informational asymmetries); or distrust of 

the willingness or ability of others to follow through and implement agreements. 
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C. Psychological barriers 

 “Toxic” terminology

Semantics can sometimes be as important as substance.  In this particular case, the use 

of the term “European Air Transport Command” may be perceived by some nations as 

too ambitious, complex or potentially threatening to NATO and transatlantic relations and 

therefore may put them off from pursuing this initiative.  Furthermore, terms such as a 

“European airlift fleet” or a “European army” may have similar connotations for countries 

that are not ready or willing to challenge the status quo.  It is important to be alert to 

such semantic problems and to avoid terms whose associations may prove too sensitive 

or damaging for a negotiation, by negatively predisposing the parties before they even 

get to the substantive issues. 

D. Institutional barriers 

 Institutional resistance and internal politics

Potential institutional barriers to agreement in EATC negotiations are similar to the ones 

encountered in the A400M program.  In addition to institutional/bureaucratic persistence 

in maintaining the status quo, turf wars among the various domestic institutional actors 

involved in negotiations over a EATC—the political leadership, Defense Ministries, the 

military, parliament and political parties—may impede the formation of a coherent 

national approach to external negotiations and delay the whole process.  Reaching 

agreement across countries then becomes challenging (Schmitt, 2003a).  Domestic 

politics can also affect a government’s political will to pursue certain policy options as 

well as its ability to commit funds to a specific multinational project.  Some political 

parties within a country may be skeptical or openly opposed to ESDP, which would spill 

over to any initiatives deriving from it (such as a EATC or other collective projects).  In 

addition to conflicts of interest at the party level, there may also be conflicts between the 

military, the MoDs and the political leadership.  CHEAR (2004/05) provides a 

characteristic example from the field of combat pilot training: in Germany, the political 

leadership is leaning towards a joint European solution, while the Air Force remains 

firmly attached to the NATO option, which involves pilot training in the United States.  

Finally, changes in political leadership may change priorities and policies, including the 

choice of aircraft to be procured or even whether a country perceives a strategic airlift 
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requirement at all.  The case of Sweden provides a good example.  The Swedish Armed 

Forces identified in 2006 the need for a strategic airlift capability to use with the EU 

Nordic Battlegroup led by Sweden.  According to the Swedish media, the military was 

lobbying hard for the purchase of two C-17 aircraft to satisfy that need.46  The Swedish 

government started negotiations with the USG and Boeing regarding the purchase of 

those two aircraft.  However, with the change in government in the fall of 2006, all plans 

were put on hold until the new cabinet was ready to make a decision on the matter.47

 Differences in legal systems and institutions

The legal requirements for participating in pooling and other types of multinational 

arrangements differ among nations.  Some nations may require authorization 

(parliamentary, ministerial or other) to enter into such arrangements, as is the case in 

Germany.  Given that not all nations have in place all the necessary legal authorities to 

participate in such arrangements, either these structures would have to be established 

or they “would need to receive high-level government approval to participate” (DM5 

Feasibility Report, p. ii). 

 Lack of clarity of institutional structure

At the EU level, various formal and informal bodies may be involved, directly or 

indirectly, in policy regarding airlift capabilities and operations, making confusion as well 

as inter-institutional rivalry and frictions almost inevitable.  There are many different EU 

structures for dealing with airlift in crisis management situations: three different 

structures within the Commission—the European Community Humanitarian Aid Office 

(ECHO), the Monitoring and Information Centre (MIC) and the Directorate General for 

External Relations (RelEx); the EUMS; and Directorate General 9 for civilian crisis 

management.  So far, there is not a single authority responsible for coordinating those 

structures. 

                                                
46 Source: http://en.wikipedia.org/wiki/C-17_Globemaster_III (as of November 22, 2006). 
47 Author’s interview with officer from the Swedish Armed Forces Planning Staff, October 2006. 

http://en.wikipedia.org/wiki/C-17_Globemaster_III
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E. Cultural barriers 

 Different decision-making patterns

The Anglo-Saxon model of decisionmaking tends to give priority to economic efficiency 

and shareholder value considerations, unlike the continental European model (France, 

Germany, Italy and other countries) which tends to pay more attention to domestic 

industrial base and employment concerns.  However, this is only a broad comparison 

between the two cultures.  When it comes to large-scale programs involving significant 

industrial participation, industrial base and employment concerns take precedence over 

economic efficiency, even for the U.K.48

The difference in decision-making patterns and processes among nations is also 

important.  In some nations, such as Germany and the Netherlands, decision-making by 

consensus, after consultation of all parties affected by a particular decision, is 

considered to be more desirable; in others, decision-making is less consultative and 

more top-down. 

Furthermore, mental barriers may exist because of the negotiating parties’ different 

philosophies and national, institutional and/or organizational culture (Schmitt, 2003b). 

STEP 3: Apply Lessons from the A400M Case 

In this step of the analysis, the examination of negotiating structure and barriers in the 

hypothetical EATC negotiations, in combination with the lessons from the A400M case 

will be used to answer the following questions: 

 What were some of the avoidable barriers in the A400M negotiations that could 

also be avoided in the EATC negotiations? 

 What were some of the process innovations/enablers from the A400M case that 

could also help achieve potential breakthroughs in the EATC negotiations? 

 Are there additional avoidable barriers and process innovations that are specific 

to this case? 

                                                
48 See, for example, the U.K. government’s recent threats to EADS (mentioned in Chapter Six, footnote 79). 
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In addition to applying the lessons from the A400M experience to European collective 

efforts to pool their strategic airlift resources, this section will, at a broader level, suggest 

how to formulate strategies and processes for overcoming barriers, crafting creative 

deals and building momentum towards agreement, in order to ensure the success of 

these, and similar, efforts. 

1. Avoidable barriers 

 Starting at the top, with a shared vision

Many of the barriers that could have been avoided in the A400M case are also relevant 

in the EATC case.  One barrier in the latter that was not as prevalent in the A400M case 

is the lack of consensus on the role of the EU as a security and defense actor and the 

implications of that role for strategic airlift capabilities. 

As Biscop (2006) argues, a political decision is required in order to pursue military 

integration successfully.  Therefore, the buildup of European strategic airlift capabilities 

should be a top-down process.  Initially, EU nations must work on achieving political 

consensus and a common vision of the EU’s strategic role and ambitions and—ideally 

binding—political decisions to back that vision.  These then need to be translated into 

specific military (strategic airlift) capacities. 

Although, because of national sovereignty concerns, it is very difficult—at least in the 

short term—to make capability development a top-down process, it is not impossible to 

strive for high-level agreement on the goals, principles and requirements of a European 

strategic airlift capability.  Nations need to be able to understand how their investment 

and capability planning processes fit into the “big picture” of European capability needs, 

which eventually will motivate them to take into account these needs and requirements 

in their national decision-making. 

According to negotiations theory, a third party that is considered objective and enjoys 

legitimacy and respect among partner nations could be instrumental in providing this 

high-level perspective, reconciling national mindsets with the European dimension.  The 

EDA, a third party, yet embedded within the European institutional framework, could play 

that role, showing nations how their contributions build up a full European capacity, 
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coordinating contributions and ensuring that these are proportionate and fairly 

distributed.49

Once nations agree on a common vision and integrate it into their national planning 

structures and processes—that is, once they think in terms of European, rather than 

national, needs and priorities—it may be easier to move gradually from bottom-

up/intergovernmental to top-down/supranational coordination, where decision-making 

will be in the hands of the EATC and the European Commission. 

 Managing the EU-NATO and EU-U.S. relationship in order to tone down 

conflicting loyalties

The way in which the EATC project is framed will influence its perceived impact on 

NATO and transatlantic relations.  In the same way that the A400M should not be 

presented as a program intended to free European nations from dependence on the 

airlift capabilities of the United States and NATO, the EATC should not be seen as a way 

for the EU to avoid reliance on NATO command structures.  On the contrary, it is 

important to emphasize that a EATC will be used in operations where NATO is not 

involved and will strengthen, rather than weaken, the Alliance.  Most European countries 

do not want disengagement from NATO, but rather see a strong EU as complementary 

to a strong NATO.  Furthermore, building more solid and integrated European defense 

capabilities will strengthen the transatlantic relationship, given that the EU and the 

United States increasingly need to operate side by side in a wide range of demanding 

military missions.  A stronger military Europe is a U.S. interest, since it can increase the 

effectiveness of joint operations and reduce the operational burden for the United States 

(Flournoy, 2005).

Specifying a clear set of rules, circumstances and conditions governing the operation of 

a EATC and its relationship to NATO structures is critical in toning down the controversy 

surrounding the initiative.  In the current security environment, both NATO and the EU 

play significant roles in providing transatlantic security; therefore, they need to be able to 

function well both separately and together.50  For the latter case, they will need an 

                                                
49 The EDA is, in fact, intended to be such a top-down approach, driving coordination in improving 
capabilities and streamlining national structures. 
50 EU and NATO airlift operations during the Darfur crisis in Sudan demonstrated the current inability of the 
two organizations to work together in an operational setting: in May 2005 both the EU and NATO were 
asked by the African Union (AU) to provide assistance in moving troops from contributing nations to western 
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effective framework of structures, processes and relationships.51  The framework could 

use the Berlin Plus arrangements as a starting point and aim at improving the 

coordination of the EUMS and EUMC on one side, and SHAPE and the NATO Military 

Committee on the other.  This framework should be negotiated and agreed upon as 

soon as possible, so that when a crisis arises, either or both organizations can respond 

effectively (Burwell et al., 2006). 

 Managing internal consensus in order to avoid institutional resistance

Obtaining—and maintaining—the support of key domestic constituencies is crucial to the 

success of any multilateral initiative, as was shown by the rejection of the EU 

Constitutional Treaty by the Dutch and French voters in 2005 or by the multiple delays 

caused to the A400M program by German parliamentary resistance.  European public 

support for pooling initiatives cannot be taken for granted; the public needs to be 

persuaded with solid arguments on the benefits and potential drawbacks of different 

arrangements.  As the case of the Constitutional Treaty illustrates, lack of transparency 

or vague concepts and explanations invite doubt and risk rejection.  Similarly, the case 

of Germany in the A400M negotiations shows how critical it is to systematically seek and 

ensure the support of key constituencies and how awkward handling of that situation can 

cause critical damage to negotiations.  Careful lobbying and clear arguments on the part 

of the governments are important elements of a strategy to help achieve approval and 

success of an initiative, particularly one that is as controversial as a EATC. 

 Pursuing a gradual approach in order to avoid institutional resistance and 

increase political feasibility

A gradual, step-by-step approach is often recommended by negotiations theory as a way 

to overcome resistance in negotiations dealing with difficult or controversial matters.  

Pooling strategic airlift capabilities and establishing a EATC are politically contentious 

processes that involve high costs for many parties.  Adopting a gradual approach is a 

                                                                                                                               

Sudan to support the AU peacekeeping mission there.  Although both organizations responded positively, 
they could not agree on a single command center for the strategic airlift.  This resulted in the establishment 
of two airlift operations, one by NATO using SHAPE and one by the EU using the EAC, to coordinate 
operations.  The AU was charged with coordinating these two operations.  Had these two efforts been 
coordinated, they would possibly have been more efficient and effective.  However, this would have required 
high-level political decisions which were never made (Burwell et al., 2006). 
51 According to Burwell et al. (2006), this framework should encompass provisions for four key areas: joint 
planning, force generation, military command structure and political oversight.  In the EATC case, 
arrangements for the compatibility of the two command structures are most relevant. 
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way of managing institutional obstacles to such initiatives.  In order for pooling of 

[strategic airlift] resources to be effective, harmonization among EU nations in several 

levels—doctrines, legal systems, defense planning etc.—is required (Flournoy, 2005).  

This harmonization takes time and is a controversial process, since it affects national 

sovereignty and other sensitive issue areas.  A gradual approach to pooling could imply: 

(a) Starting with pooling of resources in less sensitive areas 

This approach would help ease sovereignty concerns: “If far-reaching approaches to 

military co-operation which require a comprehensive pooling of nations’ sovereignty will 

not be realistic for the time being, a gradual approach could be feasible.  Pooling of 

particular functions of sovereignty which are not at the core of a nation’s autonomy 

would be more promising” (Heise, 2005, p. 48).  One could start with new, model 

projects in less sensitive aspects of airlift capabilities, such as support and maintenance, 

training or logistics.  Even though NATO has developed a Logistic Support Concept for 

crisis management operations,52 there is room for improvement in all these areas.  For 

example, with respect to logistics, most cooperation between European nations is ad-

hoc, fragmented and with limited objectives (Van Kamp, 2005).  In the area of training, 

there are several bilateral exchange programs among countries, again mostly ad-hoc 

and not necessarily in the area of airlift.  There is no comprehensive Community 

framework.

Pooling of these elements of existing capabilities would be a good opportunity to reduce 

overhead costs and increase efficiency.  This could be done by sharing infrastructure 

and support assets for common platforms and systems, thus consolidating the different 

national infrastructures and “logistical tails” for the same types of equipment.53  This 

would involve common basing, training, shared maintenance, repair and supply chains 

(Flournoy, 2005).  The 180 European A400M aircraft would be a natural candidate for 

such an approach.  By creating an integrated maintenance and support facility for that 

                                                
52 The Alliance promotes multinationality and cooperation in logistics.  This involves the creation of 
multinational integrated logistic units (MILUs) formed by two or more nations, under the operational control 
of a force commander at the joint force or component level, to provide logistic support to a multinational 
force.  These MILUs were initially created for specific operations (such as SFOR) but recently, standing 
structures are being created to achieve the gains from scale economies in a more sustainable way 
(“Logistics Support…,” 2006). 
53 This approach is being used in commercial aviation, where commercial airlines have been streamlining 
the number of different aircraft types they fly, which brings savings and efficiency improvements through 
consolidated support and maintenance procedures, among others. 
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aircraft—a not so sensitive area—cost savings and efficiency gains could be achieved 

without the usual political sovereignty-related obstacles.54  Similarly, there could be 

European-wide training programs for the pilots, crews and support personnel for the 

A400M (Flournoy, 2005). 

Pooling could also apply to outsourced capabilities (again, mostly support and 

maintenance) which are, by definition, less sensitive.  According to Garden (2003), 

“Contracted out services or Public Private Partnership projects could be conducted on a 

European-wide basis instead of nationally.  Removing the EU competition exemption for 

defense contracts might help this process on its way.”  The EDA, with its Code of 

Conduct is already working in the direction, by encouraging more European-wide 

competition for national defense procurement contracts. 

Model projects should produce relatively quick returns in order to convince nations of the 

viability of pooling options; build momentum; and create incentives for undertaking 

similar initiatives in other areas.55  Moving from such limited, “non-sensitive” pooling to a 

full-fledged EATC will be a slow progress, given the high stakes involved in integrating 

national military command structures and operational headquarters. 

One way to achieve that integration gradually would be to improve on current EU 

processes and build on existing structures, such as the EAC.56  For example, the EAC 

could be given tasking and planning authority, but only for missions designated as non-

sensitive by participating nations.  Another way to start with limited integration would be 

to establish mutual drawing rights (proportional to investment) between Air Forces—

following the example of the German and French Air Forces.57

Starting with initiatives that have a relatively limited supranational element and 

progressively increasing the degree of integration will help avoid sovereignty conflicts, at 

least in the beginning.  For example, the ability of nations to withdraw their assets from 

the pool to satisfy national needs should help alleviate those concerns (though at the 

expense of potential effectiveness and savings).  Progressively, the EU could gain more 

control over the pool and eventually, the EATC would have first right to the pool. 

                                                
54 Author’s interview with Sir Timothy Garden, September 2003. 
55 Ibid.
56 Author’s interview with NATO International Staff official, October 2006. 
57 Author’s interview with French defense expert, October 2006. 
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(b) Obtaining agreement on basic principles of collaboration  

Another gradual approach to pooling of strategic airlift capabilities under a EATC would 

start by getting all participants to agree on a basic framework for pooling and then move 

to more substantive issues.  Specifically, negotiating parties could agree on input-access 

rules and a framework for decision-making and conflict resolution, which is a prerequisite 

for successful multinational initiatives in any case.  These are a type of phased 

agreements, often mentioned in negotiations theory as a way to minimize resistance and 

create momentum. 

(c) Starting by pooling the resources of a small, core group of nations 

A concept that has been discussed a lot recently is that of “clustering.”  Clustering58

means that not all EU nations have to participate in pooling initiatives at the same time; 

integration and rationalization of resources can happen first at the regional level, among 

a smaller group of nations, and progress gradually to expansion on a larger scale.  

Nations that have a long enough history of working together and strong political and 

military ties could form a core group.  Geographical proximity, common traditions and 

interests are also important (Biscop, 2006).59  The nations belonging in this cluster 

should have reached political consensus on the role of the EU and have agreed to 

contribute their capabilities to a European goal.  This small core group could begin 

sharing infrastructure or support and maintenance for common assets;60 or its Air Forces 

could establish a relationship of mutual drawing rights. 

Their model of gradual integration, if successful, could help build mutual confidence 

among participating nations and reduce fear of interdependence (thus overcoming an 

important psychological barrier); convince more reluctant Member States of its viability; 

and build momentum for expansion to other nations.  The voluntary nature of the cluster 

process would bypass national sovereignty concerns.  In addition, the core-group idea 

would avoid another stumbling block: the requirement for broad consensus within the EU 

in order to implement pooling initiatives.  In a EU of 25 or more members, flexibility in 

                                                
58 For a more extensive description of the clustering concept, see Biscop (2006) and Flournoy (2005).
59 This type of cooperation was included as a flexibility mechanism in the draft European Constitutional 
Treaty, under the designation “permanent structured cooperation,” which would allow a group of EU nations 
to engage in closer cooperation and integration of their defense capabilities and structures (through pooling, 
specialization and other forms). 
60 An example of that are the Dutch/Belgian navy common headquarters and support services mentioned 
Garden (2001a). 
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decision-making structures—such as the ability to pursue integration at the group level 

first—is becoming increasingly important for progress to be achieved, particularly in 

multinational/pooling initiatives. 

 Playing down conflicts of interest among EU nations

This can be done by shifting the focus away from conflicting interests to interests that 

are shared among EU nations.  A common interest in a stronger EU as a security player, 

a common threat environment, and a common need to address strategic airlift shortfalls, 

are just a few examples.  In addition, negotiation theory notes that sometimes 

differences in values, interests, views of the future and sensitivities to time, among 

others, may offer opportunities for mutually beneficial trades, which could benefit the 

progress of negotiations. 

Overall, it is possible to harmonize divergent interests into a common framework for 

policy, as long as there is recognition that such a policy or strategy is needed in order to 

face a common challenge or address a common need.  However, nations need to realize 

the need for such a framework.  Political will and leadership are key requirements. 

2. Process Innovations 

Besides the strategies for avoiding structural and other barriers suggested above, there 

are also innovative approaches that could help build momentum and contribute to the 

successful progress of negotiations around the pooling of European airlift resources 

and/or the establishment of a EATC.  Many of these success strategies were already 

highlighted in the A400M case.  They include: 

 Building on a long-term relationship of mutual trust

“Trust remains the basis of effective collective action.  Without it, a capacity for 

autonomous action will remain elusive.” (European Defence…, 2004).  Pooling and 

integration of resources at the EU level—not only in strategic airlift but also in other 

capability areas—implies that EU nations will need to rely on each other’s resources a 

lot.  Therefore, mutual confidence among those nations is crucial and derives, to a large 

extent, from a history of working together.  Building on existing experience of 

cooperation and highlighting positive past experiences can enhance momentum and 
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mutual trust.  Viewing multinational initiatives as part of a long-term relationship among 

EU nations helps in maintaining this trust. 

An impartial third party can play an important role in this area, by promoting willingness 

to make mutual commitments and transparency in negotiations.  This party could 

monitor and coordinate contributions and allocation of capabilities, reassuring nations 

that free-rider problems will be minimized. 

 Securing strong leadership

Due to the many levels of interdependence implied by pooling initiatives and the 

sensitivities involved, such initiatives require high-level political will and decisive 

leadership.  Strong political leadership was a key factor behind the momentum for the 

AWACS program and the program’s ultimate success.  Particularly in an enlarged EU of 

27 members,61 which have many different and complex structures and decision-making 

mechanisms—in addition to divergent interests—, strong leadership is a key pre-

condition for multinational arrangements to succeed.  Leadership does not necessarily 

mean that one nation or group of nations dictate policy to the rest, but rather that they 

constantly work on achieving progress, creating incentives, putting pressure on the right 

parties when necessary, and sequencing actions and events so as to create and sustain 

momentum.  Leadership and political will are also critical at the domestic level in order to 

address and, hopefully, overcome institutional resistance in internal negotiations. 

Some process innovations and enablers that were not as important in A400M 

negotiations could achieve potential breakthroughs in the EATC case, such as: 

 Setting clear rules of the game

In order for pooling arrangements to be effective, nations must be motivated to invest in 

capabilities that will become part of a broader European effort and vision, and they need 

to be assured that they will gain benefits proportional to their investment.  The 

perception of fairness in the allocation of the costs and benefits of pooling strengthens 

national incentives to participate.  A firm and generally accepted framework of rules for 

decision-making and burden sharing should enhance mutual trust.  This framework of 

rules could consist of commonly accepted principles of participation, together with 

                                                
61 Romania and Bulgaria were admitted to the EU on January 1, 2007. 
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rules—ideally binding—governing various aspects of the functioning of a EATC, such as, 

for example, mechanisms for ensuring security of supply or mutual commitments.  There 

should also be provisions dealing with legal or procedural matters, such as: whether 

nations have the necessary legislation—or whether they need to pass it—to implement 

multinational pooling arrangements; what requirements nations have in terms of seeking 

national approval (executive, parliamentary or popular referendum) to implement an 

option; what the conditions and restrictions are for national use of multinationally 

acquired assets; and others. 

This framework, though solid, should be flexible and adaptable in order to deal with 

unexpected developments, changes in participants’ interests and alternatives, or “toxic” 

issues that may arise. 

There are different models for dealing with burden sharing, depending on the type of 

pooling arrangement.  The AWACS model is one of them: a capability that is collectively 

owned, funded and managed by a central entity on behalf of participating nations.  

Although this is a conceivable arrangement in the case of a European strategic airlift 

capability, it would be more likely to expect that nations will want to have some degree of 

control over the capabilities they fund. 

An alternative model is one where nations own and control a share in a pooled 

capability.  For example, nations purchase flight hours as a share in a larger pool of airlift 

capability, thus financing a percentage of the costs of that capability.  This approach, 

which is currently used in SALIS and has been proposed in the NSAC initiative, would 

shift the focus of the negotiation away from input and towards output measures.  

According to existing literature on negotiations theory, this new focus could help 

overcome some obstacles to agreement in negotiations and offer a better basis for 

success. 

Finally, another way to deal with controversial burden sharing issues is to create a 

common fund to which all participating nations contribute according to certain specified 

criteria (see below). 

Agreeing on the rules of the game is a negotiation itself, sometimes complex and 

controversial, since it needs to take into account the many diverse interests and 

positions of participating nations.  Again, a constructive role can be played by a third 

party, which would formulate and propose rule frameworks and establish such 
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mechanisms; encourage agreement and mutual commitments; and monitor compliance 

among participants. 

 Devising innovative financing options

Innovative financing and flexibility were, to a large extent, responsible for saving the 

A400M from collapse by keeping Germany in the program.  Financing schemes for 

common capabilities are also crucial for addressing burden sharing problems.  

Specifically, common funding to start producing needed capabilities on a European 

(supranational) basis may be a way to address free-rider concerns in pooling initiatives.  

Nations can contribute according to their GDP or some other criterion—for example, 

larger nations could contribute capabilities, while smaller ones could contribute funds—, 

but once committed to such an arrangement, that commitment should be legally binding.  

There should be a mechanism for monitoring, valuing and assessing contributions—

something like a EU-wide audit system—which would ensure that the system is 

perceived as fair (Garden, 2003b).  Peer pressure and mutually binding commitments 

should help rein in free riders and thus increase incentives for the larger nations, in 

particular, to participate. 

European nations have experience in common funding in the context of NATO 

(AWACS), therefore NATO’s existing mechanisms and institutional structures can be 

used as a model.  EU common budgetary structures in non-defense areas can also offer 

guidance for defense pooling efforts.  A common European fund or budget for strategic 

airlift capabilities would offer many benefits.  At the practical level, it would allow nations 

to obtain required high-end assets—such as strategic airlift capabilities—whose daunting 

upfront costs discourage nations from being the first to volunteer (Flournoy et al., 2005).  

At the political level, common funding would be seen as a fairer and more efficient way 

of allocating scarce resources, thus increasing incentives to enter into the pooling 

arrangement;62 it would create peer pressure, getting nations to contribute even when 

their motivation is not very high (this is particularly the case for the big nations); and, 

most importantly, it would avoid the controversy around burden sharing which is created 

                                                
62 A common European budget would also ensure that the savings from pooling would be used for improving 
European (rather than national) defense (strategic airlift) capabilities, which would give additional incentives 
to big nations to participate in such arrangements, since they would minimize free rider problems. 
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when pooling is organized—as it is, currently—as a voluntary, non-binding 

arrangement.63

 Shaping participants’ perception of alternatives and creating a sense of urgency

Many European governments do not believe that establishing a common European 

command is an urgent matter.  Influencing participants’ sensitivity to time may offer an 

opportunity for overcoming stalemate in negotiations.  Negotiation analysis emphasizes 

the potential of action-forcing events (internal or external) to promote progress in a 

negotiation by putting players under time pressure.  Several strategies are suggested for 

pursuing this objective, which include imposing deadlines and other constraints. 

In the case of EATC negotiations, there are few possibilities for increasing the pressure 

on negotiating parties.  In fact, it is not clear whether a sense of urgency can be instilled 

on participants.  An external event may be required to highlight the value of a common 

European airlift capability and dedicated command structure.  Such an event—a 

humanitarian crisis or other disaster—would have to affect vital European interests and 

require immediate deployment in significant numbers, which Europeans may not be able 

to sustain because they lack the necessary airlift capability and at the same time are 

unable to use NATO assets and capabilities (under Berlin Plus) because of the lack of 

unanimous approval. 

 Making gains more obvious, downplaying costs

The benefits of restructuring national commands and consolidating them under a central 

EATC are not immediately visible: the savings from closing down bases and reducing 

personnel will take at least five to ten years to realize (as long as it takes to implement 

such initiatives) and may involve upfront costs (Flournoy et al., 2005).  On the other 

hand, the costs of a EATC for each nation—primarily in terms of lost jobs—are more 

immediately obvious.  This would make it more likely that resistance to a EATC will be 

stronger and more concentrated than support for it. 

If the benefits (cost savings, improved performance) of participating in pooling of airlift 

resources—not only those of pooled acquisition, but particularly those of pooled 

management of airlift fleets—can be made more tangible, nations, large and small, will 

be more motivated to join.  For instance, some EU countries have experiences with 

                                                
63 Author’s interview with Sir Timothy Garden, September 2003. 
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restructuring during their force transformation process, which could be used to illustrate 

the benefits of rationalization.  Spain and Italy went through a major base-closing 

process in the 1990s; more recently, the Netherlands, in their effort to restructure their 

military to be more deployable for crisis management operations around the globe, 

closed down a number of bases and plans to reduce their military personnel by 11,700 

by 2007; Germany is also reducing its military personnel and closing 105 bases 

(Flournoy et al., 2005).  Positive motivation and experiences at the national level may 

help convince other nations more easily. 

In addition, cost reductions and centralization of tasks in related policy areas (for 

example, border control and the Schengen agreement) could also serve as a case study 

that could help understand the pros and cons of an EATC implementation and serve to 

sell the concept more easily. 

 Creating successful linkages and avoiding damaging ones

For the reasons presented previously, linking the EATC to the European Constitutional 

debate can have uncertain effects.  A potential positive linkage would be with the 

progress of consolidation in the European DTIB.  According to Flournoy et al., 

developments in Europe’s defense and aerospace industry are critical to the shaping of 

future European defense capabilities: “While political leaders and generals will decide if 

and how greater European defense integration will occur, the alignment of industrial and 

economic interests among EU member nations will determine the speed and dynamics 

of this process” (Flournoy et al., 2005, p. 24).  Therefore, progress in the consolidation 

and the financial health and performance of the industry should enhance momentum 

towards further integration by increasing confidence in European capabilities.  Besides, 

progress in the industrial field also creates a precedent that sovereignty issues can be 

tackled successfully as long as there is enough political will or a strong sense of 

urgency.

The table below provides an overview of the key breakthrough factors in the EATC 

case—avoidable barriers and innovative strategies for creating momentum and 

promoting progress in negotiations: 
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Table 7.2: Breakthrough Factors in the EATC Case 

 AVOIDABLE BARRIERS ENABLERS 

STRUCTURE Lack of a common European 
vision

Start with a top-down, shared 
vision

Conflicting loyalties Manage the EU-NATO and EU-
U.S. relationship to tone down 
conflicting loyalties 

Institutional resistance Manage internal consensus 

Pursue a gradual approach: pool 
in less sensitive areas, agree on 
principles first, pool in clusters. 

Conflicting interests among 
nations 

Shift focus towards shared 
European interests 

PROCESS There may be low confidence 
among participants; nations may 
see this negotiation as a one-time 
game

Build on a long-term relationship 
of mutual trust 

Without strong leadership, 
nations’ motivation may weaken 

Secure strong leadership—by a 
lead nation or supranational 
authority that enjoys legitimacy 
among participants 

Unclear rules and conditions for 
participation may create 
controversy and weaken 
incentives

Set clear rules of the game 

 Devise innovative financing 
options to avoid that the process 
suffers from lack of flexibility 

A lack of perceived urgency may 
stall the whole process 

Shape participants’ perception of 
alternatives to create sense of 
urgency 

Nations may be put off by high 
costs and unclear gains 

Make gains more concrete, 
downplay costs 

Other negotiations may have a 
negative impact on EATC 
negotiations 

Create successful linkages, avoid 
damaging ones 
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STEP 4: Summarize findings and draw conclusions 

The analysis in this chapter demonstrates that negotiations over the establishment of a 

EATC will be complex and controversial.  Even if European nations manage to agree to 

create such a Command, several barriers are likely to stand in the way of negotiations 

regarding how to implement it. 

A key barrier to agreement in negotiations is the lack of a common European vision of 

the role of the EU as a security actor, which leads to divergent views on the value of an 

autonomous EU strategic airlift capability and command.  Moreover, within the EU, 

intergovernmental decision-making in defense matters means that nations primarily take 

into account their own needs and requirements, without a clear perspective of how 

national investments and decisions contribute to a European capability.  This fragmented 

process, in turn, contributes to the lack of a common vision.  Partly due to that lack of 

vision, but also due to sovereignty concerns; and political and institutional inertia, there 

is currently no political will on the part of European governments to disrupt the status 

quo and make the necessary sacrifices in order to improve European strategic airlift 

capabilities in an effective and efficient way.  Another reason why negotiations with 

respect to the EATC are likely to be challenging is the fact that EU nations have different 

incentives to participate in pooling, depending on their size and the extent of their 

national airlift capabilities.  This makes the big nations—whose participation in pooling 

arrangements is necessary, almost essential—not very motivated to do so.  Finally, the 

EATC initiative brings to the forefront the pre-existing tension within the EU between 

“Europeanists” and “Atlanticists.” 

Once a EATC initiative has moved beyond the proposal phase to the actual negotiations 

over implementation issues, disagreements over burden sharing, if left unresolved, could 

stall negotiations.  Furthermore, the implications of a EATC in terms of rationalization of 

national structures are likely to cause strong institutional resistance to such an initiative.  

Internal politics and the desire of governments to maintain the support of their national 

constituencies may act as a break to the progress of negotiations. 

The analysis and insights gained from the A400M case study indicate that there are 

strategies and tactics that EU nations could use in negotiating and, subsequently 
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implementing a EATC, that could help them address some of the barriers to agreement 

and maximize the chances of success of that initiative. 

A key priority for EU nations wishing to pursue a deeply integrative pooling initiative such 

as a EATC, is to forge a high-level political decision backing such an initiative.  The big 

three nations, or at least some of them, should definitely be involved.  Furthermore, 

nations can strengthen momentum behind a EATC by providing a clear perspective of 

how national plans and investments can contribute to a stronger European strategic 

airlift capability.  Given the sensitive nature of pooling initiatives and the high likelihood 

of institutional resistance to them, EU nations can increase the chances of successful 

implementation by pursuing a gradual, incremental approach.  This approach may 

consist of initially: agreeing on a framework of principles for cooperation; promoting 

integration in less sensitive areas, before moving to more substantive ones; or pursuing 

integration and pooling in the context of “clusters” of nations before expanding to others.  

The potentially controversial nature of a EATC initiative also highlights the importance of 

strong leadership to overcome the multiple challenges of such an initiative.  Sometimes 

leaders can use particular tactics to create and enhance momentum, such as by 

influencing the sense of urgency perceived by participants or by taking action and 

sequencing commitments, in order to encourage other participants to follow.  Finally, any 

effort to establish a EATC should start by developing a clear framework of rules 

governing burden sharing and other potentially controversial issues.  This framework 

should be solid, but also should allow a certain degree of flexibility to avoid stalemate. 
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CHAPTER EIGHT 

CONCLUSIONS AND POLICY IMPLICATIONS 

I. Key Findings 

The two general hypotheses of this dissertation have been supported by the analysis.  

Specifically, the study of the key factors affecting decision-making in airlift policy matters 

has demonstrated that, by participating in pooling initiatives, Europeans have the 

possibility to improve their strategic airlift capabilities more cost-effectively than is 

possible by pursuing their status quo national approaches.  The second general 

hypothesis of this study is confirmed through the analysis of the key barriers that may 

arise in the negotiation and implementation of pooling arrangements.  Many—though not 

all—of these barriers can be addressed or avoided altogether if they are identified early 

in the process. 

Among the various policy options for satisfying strategic airlift requirements, national 

charter seems to be the least costly.  However, given the nature of the charter market, 

this option neither guarantees availability nor safety, while its cost may fluctuate widely 

depending on market conditions.  In addition, charter scales badly: the more of it is 

needed, the more expensive it becomes as an option.  Finally, the political risks 

associated with charter make it unsuitable as an exclusive option for satisfying European 

strategic airlift needs, particularly in the context of the vision of an autonomous 

European capability for military action. 

Another key finding of the first part of the dissertation is that, although, in most cases, 

pooling the acquisition of strategic airlift resources brings relatively modest 

improvements in terms of cost and interoperability, the real potential for savings and 

efficiency gains lies in the establishment of integrated structures for managing strategic 

airlift capabilities—mainly through pooling of operations, basing, logistics, maintenance 

and support functions.  Savings come in the form of reduced logistics, and other 

overhead and running costs.  In terms of non-monetary improvements, pooling the 

management of airlift resources increases the affordability and availability of airlift 

capabilities for a wider range of nations.  This is particularly the case for smaller nations, 

which therefore, tend to favor pooling more than bigger ones.  Pooling also increases 
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operational effectiveness through enhanced interoperability, flexibility and timely 

availability, among others. 

It is notable that the realization of those benefits depends on how the actual pooling 

arrangements are implemented—that is on the extent that nations are willing to give up 

national control over their capabilities and resources in favor of deeper integration.  For 

instance, results depend on the number of maintenance centers and headquarters that 

are eliminated; or the extent to which training, maintenance, logistics, basing and 

upgrading are truly integrated. 

Drawbacks of pooling arrangements come in the form of coordination and decision-

making inefficiencies, as well as organizational complexity.  However, the key challenge 

in implementing pooling initiatives lies in the political, institutional and related barriers 

that arise in negotiations over such arrangements and are often extremely difficult to 

overcome.  Analysis of the A400M negotiations as well as the hypothetical case of 

negotiating a European Airlift Command highlights the three most challenging types of 

barriers:

1. The lack of a unified approach among European nations: these tend to have 

different views on the value of a strong European strategic airlift capability, as 

well as on the desirability of pooling arrangements to achieve such a capability.  

This divergence is particularly pronounced between small and big nations, where 

the ones that have or can afford the assets to pool are also the ones that tend to 

benefit the least from pooling.  This explains the limited political will to pay the 

(political) price of highly integrative arrangements and the lack of strong 

leadership behind such initiatives. 

2. Sovereignty concerns, leading to persistent national thinking and a fragmented, 

inefficient and ineffective capability development process at the European level. 

3. The lack of a clear model and set of rules and procedures for setting up pooling 

arrangements and establishing burden sharing relationships.  This lack of clarity 

acts as a disincentive for nations to pool their resources. 

Despite these barriers, three reasons make joint approaches an imperative for 

Europeans: 

1. First, if European nations do not make a decisive joint move towards developing 

and strengthening their strategic airlift capabilities, they risk not being able, in the 
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near future, to collectively protect and defend their vital interests beyond their 

borders.  The EU risks losing its credibility as a security actor.   

2. Second, integrative approaches (pooling of resources) may be the only 

affordable options for improving—acquiring and operating—much-needed 

expensive capabilities, such as strategic airlift. 

3. Finally, although there is limited systematic (non-anecdotal) evidence so far of 

the concrete benefits of pooled management of capabilities, that evidence is 

highly suggestive that the potential benefits are substantial. 

II. Policy Implications 

The analysis undertaken in the context of this study indicates that, if current trends 

continue, improving European strategic airlift capabilities will be a challenging task, 

facing several high barriers.  What could trigger a change in the status quo?  A dramatic 

external event—a major crisis affecting vital European interests, perhaps along the lines 

of 9/11—could conceivably trigger an urgent shift among European nations towards 

more robust cooperation and concerted action to improve their strategic airlift 

capabilities. 

Lacking such an external shock, and under the most optimistic scenario for the near and 

medium-term future, European nations are likely to engage in modest pooling 

arrangements in their major military systems, similar to the pattern that they have been 

following until now.  This pattern is characterized by limited integration of mostly non-

sensitive areas, with nations retaining national control over their capabilities.  At best, 

these nations will be taking small incremental steps in integrating their resources, for 

example, by doing so in clusters or by building on existing structures such as the 

European Airlift Centre. 

The most cost-effective combination of pooled acquisition and ownership with pooled 

management of resources—the AWACS model—is still a long way off the European 

radar screen.  The conditions under which the AWACS initiative emerged are unique 

and hard to replicate.  In the case of strategic airlift, European nations still have relatively 

attractive and less politically controversial alternatives to pooling.  Furthermore, the 

EU—as opposed to NATO in the AWACS case—still does not operate at a supranational 
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level in security and defense matters and therefore cannot provide a comprehensive 

framework for such initiatives.  Finally, as long as nations are unwilling to relinquish 

national control (or at least part of it) over their defense capabilities and to think in 

collective, “European” terms, prospects for improving strategic airlift capabilities through 

pooling are limited.  Although this is not the most optimistic or cost-effective scenario, it 

is the more realistic one, given the analysis in this dissertation.  The only potential 

exception to this scenario would occur if NATO’s NSAC initiative—inspired from the 

AWACS model—is successfully implemented and attracts EU nations to build on it. 

Despite the predictions from this analysis, given the potential consequences for 

European nations of not improving their strategic airlift capabilities, and given that the 

probability and timing of the decisive external shock or “tipping point” is impossible to 

predict, it is critical that European nations prepare for that eventuality.  What would be 

alternative ways of doing that?  There are many lessons to be learned from the factors 

that led to breakthrough in past collaborative initiatives.  As the experiences from the 

A400M, AWACS, NSAC and other programs indicate, high-level political support and 

strong leadership by at least one of the big European nations was essential for those 

initiatives to gain momentum and eventually to succeed.  In A400M, the public 

commitment to the program by the U.K. was a catalyst in getting other nations on board.  

In AWACS, strong political commitment at the highest levels was a key success factor.  

Finally, U.S. support and commitment to NSAC was probably the single most important 

factor that secured the commitment of the other 12 NATO partners.  Given that the big 

European nations, which could contribute substantial strategic airlift capabilities of their 

own to the pool, also tend to be much less interested in pooling solutions than smaller 

ones, how does one motivate these nations to support such initiatives? 

One reason for the big nations to become more interested in pooling solutions is 

political: to support such efforts in order to avoid the EU becoming dependent on other, 

non-European nations for its airlift supply.  The political risks associated with such 

dependence could compromise ambitions for a strong European military presence.  

These ambitions are particularly pronounced among some of the big EU Member States. 

Moreover, past experience suggests that letting the private sector take the lead may 

offer some advantages.  Airbus’ leadership in the A400M program was instrumental in 

inducing partner nations to adopt a coherent approach and to move the process along.  

The industry has also played an important role in the restructuring and consolidation of 
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the European defense market.  Industry action to consolidate led the way, up to a certain 

point, before governments made the necessary moves to provide an institutional and 

legal framework (for example, through the EDA’s Code of Conduct for Defense 

Procurement and other initiatives) for such consolidation to become more efficient and 

effective.

In the case of strategic airlift, in particular, Airbus could propose and promote an 

integrated management structure for the A400M fleet, in the AWACS model, to which all 

partners could participate.  Based on experience from its commercial operations, Airbus 

could make a strong business case for the advantages—financial, operational and 

other—that integration of basing, operations, logistics, support and maintenance for the 

A400M would bring to participating nations.  Concrete measures and benchmarks for 

savings and efficiencies make such benefits more tangible and therefore more 

convincing for individual nations. 

How would Airbus get the big nations interested?  Similar to its attitude in the A400M, 

the U.K. would be motivated to participate in order to ensure that its investment is 

managed in the most efficient possible way.  Given that U.K. infrastructure for support 

and maintenance is mostly built around its American-origin aircraft (C-17 and C-130), 

“outsourcing” the A400M structures to a European-wide solution would save costs and 

reduce complexity.  France would most likely be interested in the European dimension of 

such an integrated structure (an independent and efficient European solution with 

tangible benefits) more than in its financial savings.  Finally, Germany would be 

motivated to participate, even lead such an initiative, to prove its potential for becoming 

a leading nation in European defense matters. 

Implementing an integrated management structure for the A400M fleet should be done 

in gradual steps, in order to minimize sovereignty concerns and potential institutional 

resistance and to maximize the chances of success.  Initially, an integrated logistics and 

maintenance structure could be established, which should be in place long before the 

A400M enters in service, so that the newly acquired aircraft are immediately integrated 

into that structure.  Either a new structure would be put in place by Airbus; or the A400M 

could become integrated into the NSAC maintenance and support structure.  Although 

the latter option would simplify organizational requirements, it might require adjustments 

for the different aircraft type and might also be politically complicated to push through.  

The issue of non-aligned EU nations and their participation in a NATO structure would 
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need to be addressed.  However, as an initial step, using existing NATO structures (for 

example, NAMSA)—rather than creating new EU structures—may be more 

advantageous given that the former are well-established and proven to be efficient.  As 

ESDP develops further and the EU gains credibility as a military entity, the whole 

process of pooling EU capabilities can be transferred to the EU. 

In either case—a NATO or a EU structure—a concrete model should be provided for 

how integration should take place, with specific procedures and measures of success.  

Airbus (or Boeing in the case of NSAC) would be best positioned to establish such a 

model based on its significant experience from its commercial business.  As the 

structure comes into operation and the practical savings from pooling of maintenance 

and support resources become more tangible, this will act as a motivating factor for 

nations to consider pooling approaches in other areas as well.  The proven benefits of 

integrated support structures should strengthen incentives to harmonize requirements 

and acquire future capabilities jointly to institutionalize such benefits and exploit 

effectiveness gains from interoperability. 

At the same time, incentives to integrate national capabilities into European structures in 

other, progressively more sensitive, areas, would increase.  Again, this could happen in 

small, incremental steps.  A feasible first stage would be for operational integration to 

occur at cluster level: for example, a small cluster of A400M nations could integrate their 

bases and operations.  Alternatively, small clusters could form around other existing 

structures such as the EAC or SALIS.  The presence of at least one big nation would be 

an advantage, if not essential, to lend credibility and momentum to the whole exercise. 

Again, a concrete model for integration and, particularly, clear and fair burden-sharing 

rules are essential.  Basing that model on AWACS, even using the NATO command 

structure might be feasible, initially, as long as membership issues (non-NATO EU 

countries) are addressed. 

An integrated fleet management structure for the A400M would address all three key 

barriers to successful improvement of European strategic airlift capabilities: it would 

demonstrate commitment and a coherent, common approach by European nations and 

would get the big nations involved; it would address sovereignty and institutional 

resistance issues by proceeding incrementally; and it would provide specific models of 

integration.
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What are prospects for a common European strategic airlift capability managed by a 

European Air Transport Command (in the AWACS model)?  A EATC is a long-term 

project facing multiple political challenges.  It is a valid ultimate goal, which will likely see 

a long transitional period including the emergence of clusters and the participation of 

only a handful of countries initially.  Ultimately, European nations need to consider the 

difficult trade-off between the loss of part of their national sovereignty and the 

efficiencies and cost savings to be achieved from integrating their resources and 

capabilities in the most comprehensive and cost-effective way. 

Besides political readiness on the part of European nations, there is another important 

pre-condition for the creation of a EATC which reinforces the requirement for a long 

transitional period.  This pre-condition is the existence of a substantial EU strategic airlift 

capability, which would justify the creation of an overarching European command 

structure.  In other words, there needs to be a critical mass of assets in order to make a 

pool.  Finally, the EATC military structure would have to be accompanied by a common 

financing structure—a EU budget or some other financing model based on GDP or other 

criteria. 

A successfully established and effectively operating EATC would constitute one of the 

“enablers” or initial building blocks of a unified EU military structure, into which additional 

capabilities could progressively be integrated. 

III. An Agenda for Future Research 

The findings of this study could serve as a stimulus for further research on a number of 

areas.

First, further research and analysis is needed to produce the currently unavailable 

systematic data on the concrete savings and costs of pooling arrangements—ranging 

from joint procurement, to joint operations, logistics, support, training and other areas.  

The availability of such data would add great value to the debate around the merits of 

pooling.  Data is particularly scarce with respect to operational pooling, which brings the 

most significant benefits according to economic theory.  Calculating such benefits and 

costs would require inputs from (a) the countries participating in such endeavors (which 

would investigate and report savings and costs from a national perspective) and (b) the 

central organization involved—the EU, NATO, EAC or other—which should consolidate 
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national findings at the multinational level and provide an international organizational 

perspective.  For example, a few EAC nations already have looked into their own 

savings from participating in this organization—as has been reported in this 

dissertation—although this is by no means a systematic or widespread exercise among 

EAC nations. 

Second, research could use the framework proposed by this study to explore the 

applicability, benefits, drawbacks and implementation challenges of pooling approaches 

in addressing European shortfalls in other capability areas, such as AAR, strategic 

sealift, C4ISR and others. 

Third, more research is needed on identifying and describing the different models of 

pooling of resources; evaluating their benefits, costs and applicability to various 

capability areas; and prescribing the sequence of concrete steps required for their 

implementation. 

Finally, future research could look at how existing EU budgetary systems (such as those 

in effect under the Common Agricultural Policy) could be applied to pooled defense 

capabilities in order to address the problem of providing incentives, particularly to the 

larger nations, to participate in pooling initiatives. 
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APPENDIX A 

LIST OF INTERVIEWS 

Captain Athanassiou, Military Representation of Greece to Western European Union 

LTC Cedric Anciaux, Chief Concepts, European Airlift Centre  

LTC Patrick Bolder, NL Defense Staff, International Military Cooperation/ Desk 

Officer EU, Dutch MoD 

William Carolan, Boeing Co. 

Captain Paul Nicolas Collins, Capabilities Directorate, European Defense Agency 

LTC Hans Coomans, Chief, EAC A4 Section, European Airlift Centre 

David Cooper, Executive Coordinator, Senior Policy Advisor, NATO Defense Support 

Division 

LTC (RNLAF) J.T.M. Hans Damen, NL Defence Staff, International Planning and 

Cooperation, Dutch MoD 

Kevin Dell, Vice President, Sales Operations & Contracts, Airbus Military SL 

LTC (RNLAF) Peter de Bie, Plans and Policy Division, NATO International Military 

Staff 

Chris Donnelly, former Special Adviser for Central and Eastern European Affairs, 

Office of the Secretary General, NATO Headquarters 

Stuart Drury, U.S. Mission to NATO 

Håkan Edström, Swedish Armed Forces Planning Staff 

Commander Knud Engmarksgaard, Chief Operations, Sealift Coordination Centre, 

Eindhoven 

Lord Timothy Garden KCB, Liberal Democrats Defense Spokesman, U.K. House of 

Lords 

LTC Gerold de Gooijer, NL Defense Staff, Operational Policy Plans Office, Dutch 

MoD 
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LTC John Harris, Office of the Assistant Secretary of Defense/OASD (ISP), NATO 

Policy 

François Heisbourg, Director, Fondation Pour La Recherche Stratégique (FRS) 

William Hopkinson 

David Jennings, Vice President, Marketing, Airbus Military SL 

Klaus Kleffner, Head of Capability Section, Defense Policy and Planning Division, 

NATO Headquarters 

Herman Kurapov, SkyLink Air and Logistic Support 

Stavros Kyrimis, Industry and Markets Directorate, European Defense Agency 

James C. Lovell, Head of Air Defense Section, Air Defense and Airspace 

Management Directorate, NATO Defense Investment Division 

Dimitrios Moutsiakis, PO for Deploy, Capabilities Directorate, European Defense 

Agency 

LTC Luis Navas, Plans and Policy Division, NATO International Military Staff 

Captain (USAF) James Novak, Delta II Mission Integrator 

Ralph Novak, Office of the Secretary of Defense, OSD/NATO Europe 

LTC John Organ, Logistic and Resources Division, Resources Support, European 

Union Military Staff 

Colonel (FAF) Luc de Rancourt, Chief of Staff, European Airlift Centre 

Diego Ruiz-Palmer, Head of Planning Section, NATO Operations Division 

Dr. Jamie Shea, former Head, Office of Information and Press; Deputy Assistant 

Secretary General, Public Diplomacy Division, NATO Headquarters 

Steve Sturm, Director, Defense Policy and Capabilities Directorate, Defense Policy 

and Planning Division, NATO Headquarters 

James Townsend, EU Mission to NATO 

Ricardo Vallespin, Capability Manager (Maneuver), Capabilities Directorate, 

European Defense Agency 
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Kenneth VanderHorst, Boeing Co. 

Captain (N) Lars Wedin, former European Union Military Staff 

Major Tony van Wijchen, Strategic Airlift Coordination Cell (SALCC), Eindhoven 

LTC (U.S. Army) Charles (Chuck) Wilson, Joint Staff, J-5, European and NATO 

Policy Division 

Captain (RNLN) Victor Windt, Naval and Assistant Defense Attaché, Embassy of the 

Netherlands, Washington, D.C. 

Dick Zandee, Head, Planning and Policy Unit, European Defense Agency 

LTC Zervakis, Military Representation of Greece to the Western European Union 

Officials, International Plans and Policy, German Ministry of Defense 

Officials, Directorate General of Armaments, German Ministry of Defense 
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COST TRENDS OF POLICY OPTIONS FOR SATISFYING A EUROPEAN STRATEGIC AIRLIFT REQUIREMENT

ASSUMPTIONS

Requirement C-17 An-124-100 A400M
Number of a/c 30 15 60
Flight hours/year 30,000        15,000        

DISCOUNT RATE 5%

UNITS $m (except when otherwise specified)

Exchange rates 2006 2005 2004 2003 2002 2001
Euro-->$ 1.2563 1.2449 1.2438 1.1321 0.9454 0.8952
GBP-->$ 1.8434 1.8204 1.8330 1.6347 1.5025 1.4396
Average Annual Excha Federal Reserve Statistical Release, http://www.federalreserve.gov/RELEASES/g5a/current/ (as of January 11, 2007)

Implicit Price Deflators for Gross Domestic Product; United States
Bureau of Economic Analysis (https://bea.gov/bea/dn/nipaweb/TableView.asp#Mid)
2000=100 2000 2001 2002 2003 2004 2005
GDP 100 102.40 104.19 106.40 109.43 112.74

POLICY OPTIONS

Off-the-
shelf C-17 An-124

Off-the-
shelf C-17 An-124

Long-term
lease C-17 An-124

Long-term
lease C-17 An-124 Charter C-17 An-124 Charter C-17 An-124

AIRCRAFT-RELATED COSTS An-124
One-time costs

Unit acquisition price Export price 130 Unit price 210 82 189 74
Total acquisition 
cost           7,815           6,300           1,236           5,670           1,113 
Annual capital 
outlays

Annual unit 
leasing price                44 15                39                13 

Charter
cost/FH ($)         18,257         14,519         20,083         15,971 

Assured access 
rate/FH ($)         33,546 

Total annual 
leasing cost           1,307              218           1,176              196 

Annual O&M costs 
(variable) 8 12 8 12 8 7 5 7 5
Annual O&M costs 
(fixed)

Central
organization 0.3 0.3 0.3 0.3 0.3 0.3 0.3

Total annual O&M 
costs 503 360 126 360 126 216 75 216 76

Total annual 
charter cost              548              218              603              240              503 

OTHER COSTS
Risk

Normal insurance             0.17             0.17             0.17             0.17             0.17             0.17             0.17             0.17             0.17             0.17             0.17             0.17             0.17             0.17 
War risk insurance             0.02             0.02             0.02             0.02             0.02             0.02             0.02             0.02             0.02             0.02             0.02             0.02             0.02             0.02

Total other costs 11 5 3 5 3 5 3 5 3 5 3 5 3 3
Total Annual Costs 513 365 128 366 129 1,528         437 1,398        415 553 221 608 243 506
Total 20-year costs 
(undiscounted) 10,268        7,309          2,567          7,315          2,573          30,560        8,732          27,953        8,302          11,063        4,410          12,165        4,852          10,124        
20-year discounted 
O&M costs 3,870          2,755          967             2,757          970             11,518        3,291          10,535        3,129          
TOTAL COSTS 11,685    9,055      2,204      8,427      2,082      12,824    3,509      11,711    3,325      4,170      1,662      4,585      1,829      3,816      

Assured access contracts 
(SALIS)

COLLECTIVECOLLECTIVE
Co-development/ co-
production (A400M)

NATIONAL COLLECTIVECOLLECTIVE NATIONAL COLLECTIVE NATIONAL
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COST TRENDS OF POLICY OPTIONS FOR SATISFYING A EUROPEAN STRATEGIC AIRLIFT REQUIREMENT

ASSUMPTIONS

Requirement C-17 An-124-100 A400M
Number of a/c 30 15 60
Flight hours/year 30,000        15,000        

DISCOUNT RATE 10%

UNITS $m (except when otherwise specified)

Exchange rates 2006 2005 2004 2003 2002 2001
Euro-->$ 1.2563 1.2449 1.2438 1.1321 0.9454 0.8952
GBP-->$ 1.8434 1.8204 1.8330 1.6347 1.5025 1.4396
Average Annual Excha Federal Reserve Statistical Release, http://www.federalreserve.gov/RELEASES/g5a/current/ (as of January 11, 2007)

Implicit Price Deflators for Gross Domestic Product; United States
Bureau of Economic Analysis (https://bea.gov/bea/dn/nipaweb/TableView.asp#Mid)
2000=100 2000 2001 2002 2003 2004 2005
GDP 100 102.40 104.19 106.40 109.43 112.74

POLICY OPTIONS

Off-the-
shelf C-17 An-124

Off-the-
shelf C-17 An-124

Long-term
lease C-17 An-124

Long-term
lease C-17 An-124 Charter C-17 An-124 Charter C-17 An-124

AIRCRAFT-RELATED COSTS An-124
One-time costs

Unit acquisition price Export price 130 Unit price 210 82 189 74
Total acquisition 
cost           7,815           6,300           1,236           5,670           1,113 
Annual capital 
outlays

Annual unit 
leasing price                44 15                39                13 

Charter
cost/FH ($)         18,257         14,519         20,083         15,971 

Assured access 
rate/FH ($)         33,546 

Total annual 
leasing cost           1,307              218           1,176              196 

Annual O&M costs 
(variable) 8 12 8 12 8 7 5 7 5
Annual O&M costs 
(fixed)

Central
organization 0.3 0.3 0.3 0.3 0.3 0.3 0.3

Total annual O&M 
costs 503 360 126 360 126 216 75 216 76

Total annual 
charter cost              548              218              603              240              503 

OTHER COSTS
Risk

Normal insurance             0.17             0.17             0.17             0.17             0.17             0.17             0.17             0.17             0.17             0.17             0.17             0.17             0.17             0.17 
War risk insurance             0.02             0.02             0.02             0.02             0.02             0.02             0.02             0.02             0.02             0.02             0.02             0.02             0.02             0.02

Total other costs 11 5 3 5 3 5 3 5 3 5 3 5 3 3
Total Annual Costs 513 365 128 366 129 1,528        437 1,398        415 553 221 608 243 506
Total 20-year costs 
(undiscounted) 10,268        7,309          2,567          7,315          2,573          30,560        8,732          27,953        8,302          11,063        4,410          12,165        4,852          10,124        
20-year discounted 
O&M costs 1,526          1,086          382             1,087          382             4,543          1,298          4,155          1,234          
TOTAL COSTS 9,341      7,386      1,618      6,757      1,495      5,849      1,516      5,331      1,430      1,644      656         1,808      721         1,505      

Assured access contracts 
(SALIS)

COLLECTIVECOLLECTIVE
Co-development/ co-
production (A400M)

NATIONAL COLLECTIVECOLLECTIVE NATIONAL COLLECTIVE NATIONAL
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APPENDIX C 

LIST OF ACRONYMS 

AAR Air-to-Air Refueling 

ACE Allied Command Europe 

ACLANT Allied Command Atlantic 

AFV Armored Fighting Vehicle 

AMC Airbus Military Company 

APC Armored Personnel Carrier 

AT Air Transport 

ATARES Air Transport & Air Refueling Exchange of Services 

AWACS Airborne Warning and Control System 

BiH Bosnia & Herzegovina 

CAMAA Commercial Application of Military Airlift Aircraft 

CAP (EU) Common Agricultural Policy 

CBRN Chemical, Biological, Radiological, Nuclear 

CFSP Common (European) Foreign & Security Policy 

CRAF (U.S.) Civil Reserve Air Fleet 

CSAR Combat Search and Rescue 

C3 Command, Control and Communications 

DCI (NATO’s) Defense Capabilities Initiative 

DoD (U.S.) Department of Defense 

DRC Democratic Republic of Congo 

DTIB Defense Technological and Industrial Base 

EAC European Airlift Centre 

EACC European Airlift Coordination Cell 

EADS European Aerospace and Defense Company 

EAG European Air Group 



288

EALS European Airlift Study 

EATC European Air Transport Command 

ECAP European Capability Action Plan 

ECHO European Community Humanitarian Aid Office 

EDA European Defense Agency 

EFH Equivalent Flying Hours 

ERRF European Rapid Reaction Force 

ESDP European Security and Defense Policy 

ESR European Staff Requirement 

ESS European Security Strategy 

EU European Union 

EU BAM Rafah EU Border Assistance Mission at Rafah 

EUMC EU Military Committee 

EUMCC EU Movement Coordination Cell 

EUMS EU Military Staff 

EUPM EU Police Mission (Bosnia & Herzegovina) 

EUSG European Union Staff Group 

FH Flight Hours 

FLA Future Large Aircraft 

FOB Forward Operating Base 

FOL Forward Operating Location 

FSTA (U.K.) Future Strategic Tanker Aircraft 

FYROM Former Yugoslav Republic of Macedonia 

GAD Global Approach on Deployability 

GDP Gross Domestic Product 

GNP Gross National Product 

HFC Helsinki Force Catalog 

HG2010 Headline Goal 2010 
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HHC Helsinki Headline Catalog 

HHG Helsinki Headline Goal 

HQ Headquarters 

HTF Headline Goal Task Force 

IFV Infantry Fighting Vehicle 

IISS International Institute for Strategic Studies 

ISAF International Security Assistance Force 

JRDF Joint Rapid Deployment Force (U.K.) 

MBT Main Battle Tank 

MES Minimum Efficient Scale 

MIC (EU) Monitoring and Information Centre 

MoD Ministry of Defense 

MONUC UN Mission in the DRC 

MoU Memorandum of Understanding 

MRCF Major Regional Contingency Force 

NAMSA NATO Maintenance and Supply Agency 

NAMSO NATO Maintenance and Supply Organization 

NAO (U.K.) National Audit Office 

NAPMA NATO Program Management Agency 

NAPMO NATO Program Management Organization 

NATO North Atlantic Treaty Organization 

NAEWF NATO Airborne Early Warning Force 

NAEW&CF NATO Airborne Early Warning and Control Force 

NDU National Defense University 

NRF NATO Response Force 

NSAC NATO Strategic Airlift Capability 

NSLC NATO Senior Logisticians Conference 

OHQ Operational Headquarters 
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O&M Operations & Maintenance 

O&S Operations & Support 

PCC Prague Capabilities Commitment 

PFI Private Finance Initiative 

PoE Port of Embarkation 

PPP Public Private Partnership 

PSC (EU) Political and Security Committee 

RAF (U.K.) Royal Air Force 

RC2005 Requirements Catalogue 2005 

R&D Research and Development 

RDT&E Research, Development, Testing & Evaluation 

RelEx (EU) Directorate General for External Relations 

RfP Request for Proposals 

R&T Research and Technology 

SACEUR Supreme Allied Commander Europe 

SALCC Strategic Airlift Coordination Cell 

SALIS Strategic Airlift Interim Solution 

SHAPE Supreme Headquarters Allied Powers Europe 

SMEs Small and Medium-size Enterprises 

SOPF Separation Of Parties by Force 

TEU Treaty on European Union 

TO&E Tables of Organization and Equipment 

UN United Nations 

USAF United States Air Force 

USTRANSCOM United States Transport Command 

WEU Western European Union 

WMD Weapons of Mass Destruction 

ZOPA Zone of Possible Agreement 
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