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Abstract

Thedevelopment of EU crisismanagement capabilitieshas proceeded rapidly and one of the questionsinthewakeof these
devel opmentsis how to finance these new aspects of the EU’ sactivities. Currently the EU faces arhetoric-resources gap
whereby thepolitical pronouncementsand aspirationsexceed theresourcesavail ablefor crisismanagement operations, most
notably thoseinvolving the use of military force. Thisbrief overview of theresource and financial issuesfacing EU crisis
management attempts, inthefirst place, to examinethearrangementsthat exist. Sincethearrangementsfor thecivilianand
military aspectsof crisismanagement poseslightly different setsof issues, they aredealt with separately. Thefinal section
will then examine possible approaches to providing adequate resources for crisis management and the conclusions will
highlight some problem areasand possiblewaysforward. Itisargued that afail ureto addresstherhetoric-resourcesgapwill
undermine EU crisis management efforts, aswell asthe effectiveness of the Union asan actor on theinternational stage.

Introduction

It has been nearly a decade since the ‘capability-
expectations gap’ was noted in the EU’s Common
Foreignand Security Policy (CFSP).! The devel opment
of the EU Common European Security and Defence
Policy (CESDP) from 1998 onwards has seen the
emergence of aparallel rhetoric-resourcesgap in crisis
management. The latter has gained fresh saliency
following the EU’s announcement of its intention to
take-over the UN’s police operation in Bosnia
Herzegovina, withtheformation of an EU PoliceMission
(EUPM) in January 2003. The EU’s willingness to
assumethecurrent dutiesof NATO’ sAmber Foxmission
in FY ROM, when its mandate expires, has also moved
thisissue to centre stage.

Therhetoric-resourcesgap hastwo dimensionstoit.
The first relate to civilian crisis management, which
includes conflict prevention. These activitiesgenerally
fall to the Commission and consist of a wide range of
programmesspread over anumber of directorates-general.
The military aspects of crisis management, which have
elicited more public attention and comment, were
developed as part of the Petersberg Tasks, first outlined
by the Western European Unionin 1992 and adopted by
the EU inthe Amsterdam modificationstothe Treaty on
EuropeanUnion.? These aspectsform part of the CESDP
which, in turn, is part of the CFSP. The civilian and
military componentsof crisismanagement aresupposed
to allow the EU to respond at an appropriate level to a
variety of crisis scenarios. Since the budgetary and
resource issues differ slightly between the aspects of
crisis management, they will be addressed separately.

Civilian CrisisM anagement
Currently EU crisis management, which incorporates a
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widerange of conflict prevention, civilian and military

crisis management tools, may be financed by three

possible sources:®

a) Operations falling under the EU budget line;*

b) Operations not having military or defence
implications, falling under the CFSPallocationline;

c) CESDP operations having military or defence
implications, which fall outside the EU budget.

Thefirst two cover awide range of activities and there
is frequent confusion to outside observers about what
typeof activity fallsunder ageneral Community heading
orthemorespecific CFSPheading.® Thoseitemsfalling
under the first category tend to be short-term or event
specific, while those falling under the CFSP line often
addresslonger-termissues. Therearethoughsignificant
areas of grey stemming, in part, from the treaties. For
instance, responsi bility for humanrightsand democracy
is attributed both to CFSP (Article 11 of the Treaty on
European Union or TEU) aswell asto thefirst pillar in
the context of devel opment cooperation (Article 177 of
theEC Treaty).® Those operationsthat are deemed to fall
under the second category come are generally charged
to the EU budget and, thus, EU budgetary law applies.
There is however provision (under Article 28 of the
TEU) for the Council to unanimously decide that
expenditure shall not be charged to the EU budget, in
which caseit is charged to the Member States.

The final category, relating to CESDP, will be
discussed in a separate section below. The modest size
of the CFSPbudget, comparedtothat of external relations
generally, makesthequestion of which pot resourcesare
drawn from a delicate one.

Thefirst issue often noted with referenceto civilian
crisismanagement operationsisthat of theorgani sational
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and efficiency-related problems. These are however
well covered elsewhere and will not therefore be
reviewed.” Suffice it to say that the Commission has
acknowledged many of the shortcomings and taken
remedial steps. For instance, the Commission has
suggested recourseto anew ‘flexibility instrument’ for
civil crisisinterventions, including CFSPaction, aswell
asto the current emergence reserve within the budget.
It was however acknowledged that financing
mechanismswithinthebudget ‘ need to bereviewed and
improved’ (both for CFSP financing procedures and
Community instruments).® A balance also has to be
struck between efficiency, reliability and speed of
response. The lack of rapid mechanisms for the
implementation of CFSP operations and the ponderous
decision-making process remains a challenge.’®

The problem though is not only one of how to
administer fundsand resources. It isevident that, under
thecurrent financial perspective (2000-2006), available
resources ‘do not match the very ambitious targets
developedin 1999 and would certainly not be sufficient
to cover crisis actions such as the substitution of local
policeforcesinnon-member countries’.** One possible
responsetothismay be, assuggested by theCommission,
to extend an emergency reserve to CFSP
crisis interventions,
which would fall out-
side the budget’'s
heading for external
action (Heading 4).2A
further useful, but
recent, tool istheRapid
Reaction Mechanism
(RRM) which operates
through aseparatebudget lineintheregular budget. The
RRM providesfor both speed andflexibility tomobilise
any Community instrument (other than humanitarian
instrumentsalready covered by emergency procedures)
for crisis contingencies.™

Other suggested solutionsincludethe establishment
by the Member States of a common civilian/military
fund to be financed annually and managed by the
Council Secretariat, withtheideaof eventually including
itinthe EU budget at alater date.** It should though be
bornein mind that, in order to contain the growth of the
resources taken up by the Community, Community
expenditure is limited to a combined total of 1.27% of
GNP of the EU Member States until 2006. The
Commission nevertheless estimates that the current
financial perspectiveoffersscopefor ‘ gradually building
upover theentireperiodamarginthat |eavessomeroom
for unforeseeableeventsintheareaof external relations,
reinforcement of programmes where necessary, and
possible deflator fluctuations’.*

While the idea of a fund that could address both
civilianand military costshassomeattraction, especially
giventheresistanceamongst theM ember Statestowards
any enhanced oversight by the European Parliament, it
would raise a number of problems. The creation of a
paralel funding structure (to that of the Community) is
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A balance also has to
be struck between efficiency,

reliability and speed of response.

unlikely to enhance efficiency and would scarcely
encourage transparency, as urged by the Court of
Auditors. A parallel funding structure might alsoinvite
the circumvention of the Union’ sbudgetary procedures
and actually decrease the effectiveness of the existing
mechanisms discussed above. To the Commission a
parallel budget risks, ‘ duplication; reduced management
efficiency; lack of budgetary transparency; and
incoherence in overall financial management in the
EU 16

The Commission’s preference is to enhance the
flexibility of the Community procedures and to create
a new instrument for civil crisis interventions, which
includes CFSP action, by extending the use of the
emergency reserve to CFSP crisis interventions. The
emergency reserve would have to be established by
means of an Inter Institutional Agreement and it would
fall outsidetheregular budget for suchactivities(Heading
4) and thus maintain the overall financial perspective.
Theflexibility instrument would have the advantage of
greater transparency compared to the ad hoc funding
mechanism above. However, the precise procedures
pertaining to such an instrument have yet to be agreed
upon. Any agreement will have to address the inherent
tension between transparency and accountability on
the one hand, and the
needforrapiddecision-
making on the other. It
ishowever predictable
that any enhancement
of Community over-
sight in the external
relations area, which
would presumably in-
volveagreater rolefor the European Parliament, would
be firmly resisted by a number of member states. This
may have the effect of pushing ad hoc, and possibly
inadequate, funding solutions to the fore.

Operations having military or defenceimplications
Under the TEU, the EU budget isthe primary means of
financing CFSP. There was however provision for the
Council to unanimously agree that operational
expenditure could be charged to the Member States on
a GNP-scale. The ambiguity about what should be
considered administrative or operational expenditure
led to a number of disagreements, including one that
delayed the implementation of the EU Joint Action in
Mostar. The situation is further complicated by
Denmark’s opt out on all defence and security related
provisions on the treaty.

Under an Inter-Institutional Agreement (between
the European Parliament, the Council and the
Commission) it was agreed that the CFSP budget could
be used to finance activities such asthe special envoys,
democratic transition, conflict prevention and
disarmament.r” Of moresignificancewasthe Amsterdam
Treaty’s stipulation in Article 28 that ‘administrative
expenditure’ shall be charged to the budget of the
Community, while ‘operations having military or
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defence implications’ shall be charged to the Member
StatesinaccordancewithaGNP-scal e, unlessthe Council
unanimously decided otherwise.

Itwasagainst thisbackgroundthat CESDPdevel oped
in the late 1990s. Two issues became apparent with
regard to financing. First, the issue of how military
operations should be financed amongst the Member
Statescametothefore, asdidtheissueof what constitutes
a‘military or defenceimplication’. It was though clear
that the final phrase clearly excludes police aspects of
an operation, even if they include military assistance.
The second, more general issue, concerned who should
finance the improvements required to make CESDP
operational by 2003.%

On thefirst issue the Belgian Presidency, who was
charged by the previous Presidency to work out the
financing arrangements for crisis management
operations, suggested three funding options along with
the Council Secretariat.’® In spite of their efforts, the
Belgian Presidency was unable to secure agreement
between the options. The root cause of disagreement
was over what consti-
tutes a common cost.
Towardstheendof the
Spanish Presidency,
the Council agreed on
a genera framework
for financing opera-
tions having military
or defence implica-
tions. Under these
arrangements, com-
mon costs are con-
sidered to be:®
e Costs that cannot

be dlotted to in-
dividual States
taking part in a
crisismanagement mission. Thiscoversanumber of
incremental costs for headquarters for EU-led
operations (such as transport costs, administration,
locally hired personnel, communications, trans-
portation/travel within the operations area of HQs
and barracks and lodging/infrastructure) and for
providing support to the forces as awhole (such as
infrastructure and additional equipment).

It is up to the Council to determine on a case-by-case
basiswhether transportation of theforces, barracksand
lodging for the forces should be funded in common. Al
other costs are therefore considered to be individual
costsand will befinancedona’ costsliewherethey fall’
basis (as in NATO). It should also be noted that the
common financing of incremental costs‘ doesnot entail
financing of military assets and capabilities offered by
participant States on avoluntary basis and compiledin
the Helsinki Force Catalogue’ .2 Nor will expenditures
that would be encountered regardless of any operation
(such as staff costs, equipment of accommodation) be
covered. Common expenditure on goods and services
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The growth of EU crisis management
to include a myriad of different roles,
carrieswith it the potential for
further horse trading between the
general EU budget for external
relations, the CFSP heading

and those of the Member States.

only addresses requirements ‘over and above those
which could reasonably be expected to be covered from
national resources' .z

TheCouncil’ ssuggestedinterimfundingisprimarily
aimed at the incremental costs that may be entailed for
theprovision of fixed or mobileheadquartersfor EU-led
operationsand any incremental coststo meetthegeneral
support of the forces involved (such as infrastructure,
additional equipment or medical support). The Council
decision of 17 June 2002 is undoubtedly welcome
progress, but it is subject to review and further work. A
number of i ssuesdemand further attention andthesewill
be examined below.

Horse-trading
The question of what constitutes an operation having
‘military or defenceimplications’ remains. Thegrowth
of EU crisismanagement toincludeamyriad of different
roles, carries with it the potential for further horse
trading between the genera EU budget for external
relations, the CFSP heading and those of the Member
States. Indeed, there
may be strong incen-
tives to play on the
grey areas of crisis
management for finan-
cia reasons. Thistemp-
tation may become
evenstronger sincethe
CFSP allocation for
2001 was€36 million
and was substantially
overcommitted. For
the current financial
year, thefigureis€ 30
million.Z The CFSP
allocation continues
to be deluged by fresh
demandsonitsresources, suchasthosefor apossibleEU
successor totheUN I PTF.2* In the EU budget the annual
appropriations commitment for external policies
accountsfor around 8.4% of thetotal budget wasincreased
from € 1.9 billion in 1990 to € 8.6 billion for 2001, at
constant 2000 prices. Sincethevast majority of external
action funding goes to the Western Balkans and the
Mediterranean, which arguably has significant benefits
for stahility, thereislittle likelihood of any substantial
reallocation within the budget.

Theinevitabletendency will thereforebeto continue
to try and pass on costs between the general external
relations budget and CFSP, as well as between these
budgetsandtheM ember States. Theassumption of costs
may also meet with demands for quid pro quos. For
instance, the ‘ costs lie where they fall’ formula could
lead to the situation whereby, since it is normally the
same countries that contribute, demands are made for
‘special status’ similar tothat of the permanent members
of the UN Security Council.®

The temptation to juggle between budgets has
obviouspolitical aspects. If theassumptionismadethat
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more EU funding for CFSP were allocated or made
available, the Member States would have to accept
greater Community oversight. The predominantly
intergovernmental character of thesecond pillar suggests
that this is unlikely to change significantly. The
administrative expenses of CFSP are relatively light,
giventherelatively small number of personnel involved,
but the operational expenses for sustained Petersberg
tasksthat will haveto be assumed predominantly by the
Member States, are likely to be significant.

National capabilitiesand resour ces

The actual ability to conduct a crisis management

operation involving military forceis, for the most part,

theresponsibility of theEU Member States. Thegeneral
contributionsof theEU Member Statesto such operations
were outlined at the Capabilities Commitment

Conference in November 2001. The conference

generated offersof over 100,000troopsand awiderange

of capabilities.?® The Capabilities Improvement

Conference, held a year later, revised the national

contributions and acknowledged that several short-

comings had been rectified in whole or in part.

Nevertheless, it was also noted that ‘additional efforts

must bemadewithregardto protecting forcesdepl oyed,

commitment capability and logistics. The degree of
availability of ground
elements, operational
mobility and the flexi-
bility of the force de-
ployed must also be
improved' .?” Possible
strategic deficiencies also emerged in aspects of
command, control, communication and intelligence

(C%) as well as ISTAR (satellite imaging) and wide-

bodied aircraft. In spite of improvements, wherethe EU

Member States claimed to have fulfilled 144 capability

requirementsidentified, 20 were considered unresolved

and serious.® Accordingly, the Capabilities Improve-
ment Conferenceadopted aEuropean Capability Action

Plan (ECAP) to improve European crisis-management

capabilities. The plan is voluntary and is based on a

‘bottom-up’ approach andissupposedto beimplemented

through:

e Anincrease in the resources made available to the
EU;

e Makeexisting capacities more effective and to seek
creativeresponsesbeyondthetraditional framework
of military procurement programmes;

e Multinational solutions which might include co-
production, financing and acquisition of capahilities,
particularly for large-scal eprojectsaswell asspecific
capabilities.

ECAPtoomay suffer fromitsownrhetoric-resources
gap since defence budgets for the European NATO
countries have continued to decline in real terms or
remained static since 1997.%° The United Kingdom is
theonecountry thatisresistingthedownwardtrendwith
projected increases in defence expenditure projected
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An increase in military expenditure
should not be a hard sell palitically.

for 2003-4, joined recently by France with ambitious
plansfor asix-year planto boost military spending. The
effortstoboost French defenceexpenditurearedesigned
tomakeFrancea’ credible partner for the British’ andto
provide the ‘means for autonomy of decision and of
action’.* Those countriesthat at least tried to stabilise
defence expenditure did so in the face of the weak euro
and its decline against the dollar. With the prospect of
astronger Euroand modest economic growthof between
1.5% and 2.0% of GNP over the next year or so (in
accordance with OECD projections) an increase in
military investment (that is, procurement, research and
development, testing and eval uation) cannot beentirely
dismissed. Contrary to elite nervousness (or just plain
reticence), an increase in military expenditure should
not beahard sell palitically either sincethreatsto peace
and security have been the main public preoccupation
throughout the EU in recent years (ahead of even
unemployment).3!

It is though worth noting that past optimistic
assessments of the European NATO members’
performances, which projected an increase in defence
expenditureintheframework of theDefence Capabilities
Initiative (DCI) on the part of most of these countries,
proved to be unfounded.** Even if we assume the
maintenanceof defenceexpenditurelevelsinreal terms,
it may ‘not provide
sufficient funding to
achieve the augmenta-
tion and upgrading of
European capabilities
in the critical areas of
force projection, PGMs, and C*’.%

The question of matching rhetoric with resourcesis
greatly complicated by the absence of any public EU
estimates of the costs of CESDP and, more generally,
those of the EU’ s overall crisis management capacity.
There are though some useful non-official estimates of
potential costs for the EU Member States.* These
estimates show divergences of opinion between those
whobelievethat real level sof military spending canand
will increase (such as RAND) and those who see the
extensive reallocation of existing defence expenditure
asthe primary means of addressing shortcomings. The
general European preference seems to rest upon the
reallocation of resources within existing patterns of
military expenditure. Thisthoughisopentotheobvious
objection, noted in a RAND study, that significant
reallocation is unlikely due to ‘organizational inertia,
powerful serviceinterests, andthefamiliar“irontriangl€”
... between the defence industry, the military services,
and national legislatures’.*

Enlargement

Relatively littleattention hasbeen giventothefinancial
impact of EU enlargement on CFSP and, more
particularly, CESDP. In palitical termsitisclear, based
on past and current contributions to multinational
peacekeeping operations, that the accession countries
arenet security providersand not consumers. Inmilitary
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termsthepresenceof threeNATO membersamongst the
EU candidates and widespread military restructuring
and reform, will make the new members valuable
partners.

Economically however, al are struggling with the
pressuresinvolvedin preparing for EU membershipand
it is unlikely that this will lead to any appreciable
increasein defence expenditure. Intermsof helping the
EU address its known weaknesses in the CESDP area,
thereislittle prospect of any significant change. Indeed,
given the scepticism towards CESDP on the part of a
good number of candidates, the political and economic
preference may well be to enhance the effectiveness of
NATOinresponseto President Bush’scall for an* out of
area NATOrapidreactionforce.® It remainsthough to
be seen whether an appeal for an increase in defence
funding for NATO contingencies would be any more
effective than appeal s to enhance CFSP/CESDP.

Awaiting Berlin Plus

A further source of ambiguity is what assumptions
should bemadeabout theability of the EU togain access
to particular NATO assetsfor ‘ Europe-only’ operations
(the so-called Berlin Plus arrangements), which may
obviatetheneed for theEU Member Statesto acquirean
independent capability. Unfortunately, there is little
signof aresol utiontothe Greek objectionstothe Ankara
document whichwould havemadeaTurkishveto of EU
accesstoNATOassets
(since approval has
to be unanimous
amongstall 1I9NATO
members) less likely.
Although this is a
significant impedi-
ment, itisexaggerated
in the sense that the
real issue is whether
the U.S. will permit
accessto assetsthat arein fact national and not those of
NATO per se. Inanumber of instances, notably strategic
intelligence, the assetsthat are likely to be required for
Europe-only operationsareexclusively American. Quite
asidefromthewillingnessof theU.S.to‘loan’ potentially
sensitive assets to its European alies, there is no
guarantee that they will be available for the duration of
theoperation, nor arethereany cost sharing arrangements
for such an eventuality. Because of these vagaries, the
emphasis that was placed on avoiding unnecessary
duplication of NATO assets during the Clinton
administrations is now changing to a debate about
necessary duplication.

Third Parties

TheEU isintheprocessof devel oping crisismanagement
cooperation programmes with a number of significant
third partieswhich, sofar, extend to Canada, Russiaand
theUkraine. Thecostimplicationsof thisareambiguous
although it is assumed that, as with the EU Member
States, the majority of the expenses would have to be
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Thereal issueiswhether the U.S.
will permit access to assets
that are in fact national and

not those of NATO per se.

assumed by thecountriesthemselves. Inacrisisscenario
thecontribution of significant military forceswithinthe
framework of an EU-led operation, would entitle the
contributors to participate in the Committee of
Contributors which plays a key role in the day-to-day
management of operations. In each case the non-EU
contributorswill enjoy ‘the samerightsand obligations
interms of day-to-day management of theoperation’ as
the EU participants.® It remains to be seen what the
financial implications of these arrangements may be.

Post-crisisprocedures

A further area of ambiguity is the post-operation
settlement of costs and the funding of any subsequent
peacekeeping operations — an issue very much to the
fore with concerns that it will again be the European
allies who will primarily be expected to pick up the
pieces following any military strike against Irag. In
those circumstances where the EU is engaged in
Petersherg tasks, the possibility of devel oping common
EU assets to be put at the disposal of coalitions of the
willingmight usefully beexplored. Thiswould however
give rise to the question of repatriation of common
equipment. Some of the expenditure, such as
administration, translation or transport, would clearly
not be applicable but capital expenditure on
communications or essential additional equipment
might. In this event, should the equipment be pooled
into a EU-infrastruc-
turepool (AlongNATO
lines) or put under the
careof aMember State
or group thereof? A
resolution of thisissue
may also determine
whether it is more
economical in the
longer-termtodevelop
EU infrastructure
assets, possibly under the control of the EU Military
Committee, rather thanrelyinguponshorter-termleasing
arrangements.

Conclusions
The above examination of funding for EU crisis
management addressesthreethemes. Thefirst examined
civilian crisismanagement. Theproblemidentified was
partially one of resources and in this regard the use of
parallel ad hoc funding mechanisms based on national
contributionshassomeattraction, althoughanextension
to the emergency reserve systemispreferred. Themain
challenge for the EU will be to increase flexibility and
theability torespondinatimely manner to crises, whilst
also meeting the demands of accountability and
transparency. Any interinstitutional agreement on the
procedureswill haveto consider theideaof fewer actors
being involved in decision making in emergency crisis
scenarios, evenif thismeanslessimmediatetransparency.
The second issue is the gap between rhetoric and
resourcesfor thoseaspectsof crisismanagement having
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military implications. Itisobviously toolateto meet the
2003 HeadlineGodl target. It hasal ready beenestablished
that anumber of projectsthat arecritical to CESDP, such
as the A400 M heavy transport aircraft, will not be
completed until the end of this decade.® The question
of how to respond to the gap is also exacerbated by a
number of vagaries, such asthefutureof EU andNATO
relations, as well as transatlantic relations. It has been
argued that there is an urgent need to address the
resources issue assuming that there will be necessary
duplicationof NATOassetstoaffordtheEU thenecessary
autonomy. The inescapable conclusion is that existing
expenditure patterns meansthat the EU Rapid Reaction
Force has no chance of being fully operational by
2003.*°

The third set of issues involves the political and
economic implications for EU crisis management of
relationswiththird parties, organisationssuchasNATO
and enlargement. All will continue to pose vexatious
problems but the most immediate isthat of EU-NATO
relations. Thefailureto reach agreement onthe‘Berlin
Plus arrangements between the two organisations has
not only soured rel ations between thetwo organisations
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