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Same adversaries, evolving threats

D

uring the last year, we’ve seen threats
evolve, even as primary adversaries
have remained largely the same. Allies reassessed North Korea from bombastic
to hostile, and Russia from meddlesome to
disruptive. They cheered success in driving
the Islamic State group out
of geographic strongholds,
only to see the extremist
group more effectively use
the internet and social media to expand its reach.
It would be false to say
the global defense community saw this coming.
JILL AITORO is There’s a sense that some
executive editor of the defense leaders that
for Defense
contributed Outlook essays
News.
this year feel allies aren't
as prepared as they should
be to deal with this. That’s
particularly true among those from the
international community — of which there
are many.
And then there’s politics. Allies are
beginning to make sense of what Trump’s
America First rhetoric actually means, a
year into his presidency. Eighteen months
after the United Kingdom voted to leave the
European Union, other European allies are
talking among themselves about potential
cooperation, and the EU has firmly planted itself among the influencers of defense
investments. And once again, the United
States can’t pass a budget. Budget uncertainty remains a top obstacle to progress,
and the essays reflect this.
The essays that fill out this issue of
Defense News, as well as additional ones
available at defensenews.com/Outlook, do
reflect a global understanding of what lies
ahead among a pool of individuals who
just might be in a position to make some
progress.
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NATO 2018: Preserving peace by
spending more, better on defense

O

utside the new NATO headmissions and operations.
quarters in Brussels, two
This increased investment in dememorials stand vigil: a
fense will set the scene for our
fragment of the Berlin Wall facing a
summit in Brussels next July, where
twisted piece of metal from the Twin
we will have the opportunity to
Towers. Both are silent reminders of
review the progress we have made
the importance of investing in collecin implementing the most substantial
tive defense to protect our security,
increase in our collective defense in
freedom and democracy.
a generation. We are already working
For nearly 70 years, NATO has
on several key areas where NATO
helped keep the peace in Europe by
must continue to adapt. We will also
investing in defense and deterrence.
decide on the next steps to respond
Boosting allied defense investment
to evolving security threats.
has been one of my top priorities
First, we will finalize plans to upsince becoming secretary general in By NATO Secretary General
date our military command structure
2014. That year, NATO allies agreed
– the backbone of our alliance. A
JENS STOLTENBERG
at our Wales Summit to stop the
robust and agile command structure
cuts, gradually increase defense
underpins both our strengthened
spending and move toward spending 2 percent of
deterrence and defense posture as well as our
their gross domestic product on defense by 2024.
ability to project stability beyond NATO’s borders.
In 2017, we estimate a real defense spending
One new element we envisage is the creation of
increase of 4.3 percent in Europe and Canada – a
a new cyber operations center to strengthen our
third straight year of accelerating increases. This
cyber defenses and integrate cyber capabilities
translates into an additional $46 billion in spendinto NATO planning and operations at all levels.
ing over the past three years. Along with five othA new command for the Atlantic is planned to ener allies, Romania has announced the intention to
sure sea lanes of communication between Europe
reach 2 percent in 2017, and Latvia and Lithuania
and North America remain open and secure, so
have indicated they will do the same in 2018.
So while we still have a long way to go, we are
A robust and agile command
going into the right direction.
structure underpins both our
Early next year, allies will report on their specific defense investment plans, covering three main
strengthened deterrence and
areas: cash, capabilities and contributions. In othdefense posture as well as
er words, how they will meet their commitment
our ability to project stability
to spend 2 percent of GDP on defense; how they
will invest additional funding in key military cabeyond NATO’s borders.
pabilities; and how they will contribute to NATO
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crucial for transatlantic coordination and mutual
defense. We also plan to create a new command
focused on military mobility – to speed up the
movement of military forces and equipment within Europe.
Military mobility is key to effective and credible
collective defense. NATO has been working on
this for several years to remove legal hindrances
to crossing borders. But we also need to address
infrastructure requirements – military-grade
roads, bridges, railroads, tunnels, ports and
airfields – and optimum means of transportation.
This requires close cooperation with national governments and with the European Union. I expect
military mobility to become a flagship achievement for enhanced NATO-EU cooperation.
Meanwhile, the EU’s role in European defense
is set to increase. I welcome the launch of the
Permanent Structured Cooperation, in which 23
EU member states agreed to cooperate on defense and security policy. This has the potential
to help drive increased defense spending, provide
new capabilities and improve burden-sharing
within the alliance. But we need to keep in mind
three points to ensure that NATO and EU defense
efforts are complementary.
First, we need coherence when it comes to
development of capabilities. We must avoid the
same nations having two sets of requirements for
the kind of capabilities they should develop. Second, we need to be sure that European forces and
capabilities are also available to NATO to avoid
competition. And third, we need the fullest possible involvement of non-EU NATO allies in the
consultations and in the process. This is critical
because, after Brexit, 80 percent of NATO defense
spending will come from non-EU allies, and three
of the NATO battlegroups deployed to Eastern
Europe will be led by non-EU allies.
Outlook 2018

NATO and the EU have achieved a great deal
since signing our joint declaration on NATO-EU
cooperation at the Warsaw Summit. We are already implementing a wide range of measures
across many areas, including maritime, exercises,
defense industry and research, defense capabilities, and hybrid and cyber defense measures. In
2018, we will continue to explore what more we
can do together, in particular to support the fight
against terrorism.
On the ground, NATO is ramping up its efforts to
provide training and assistance to Iraq in multiple
areas, including counter-improvised explosive devices and demining, military medicine, and reform
of the country’s security institutions. In 2017, we
launched an in-country training initiative, deploying a team to Baghdad to facilitate NATO’s training and capacity-building programs to support
Iraq’s fight against terrorism and instability. This
effort will grow in 2018.
Our mission in Afghanistan remains NATO’s largest. And we have agreed to increase its size from
around 13,000 to 16,000 in the coming months.
Our troops are there to train, advise and assist
Afghan security forces, to help them fight international terrorism, including ISIL, and to stabilize
their own country. Our decades of experience,
from the Balkans to Afghanistan, have taught us
that one of our best weapons in the generational
fight against terrorism is training local forces and
building the capacity of local institutions. And
this will remain a focus for us in the next year.
NATO is the most successful alliance in history
because it has adapted as the world has changed.
As we continue to adapt in 2018, NATO allies
are committed to spending more and better on
defense, improving burden-sharing among allies,
strengthening our transatlantic bond and preserving the peace for future generations. DN
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Using the audit to drive change

A

n underreported but
managing munitions at a munitions
long-awaited event begins
center, auditors should be able to
at the Pentagon this month:
clearly reconcile those munitions
Over 20 years after enactment of a
listed in the Army's system of record
law requiring the audit of federal
with those munitions actually on
agencies, the U.S. Department of Dehand. Our financial transactions and
fense commenced its first full-scope
records will be thoroughly reviewed,
financial statement audit.
and our inventories and accounting
For years, Congress has been
will be scrutinized. Deputy Secretary
adamant that it is high time for the
Shanahan has challenged our leaderDoD to go under audit. Under Presship to make a priority of correcting
ident Donald Trump and Secretary
problems identified in the audits.
Jim Mattis’ leadership, the process
Being under audit will be our new
has already begun. As Deputy Secnormal at the DoD, an annual event
retary of Defense Patrick Shanahan By DAVID L. NORQUIST, Under with ongoing remediation and meaobserved: “We have asked the Ameri- Secretary of Defense (Comptrol- sured results. Although I do not
can taxpayers to entrust us with over ler) and Chief Financial Officer
anticipate a clean opinion initially, I
$600 billion each year. We should
do anticipate that the audit will help
welcome the accountability.”
us to improve our financial manageAccountability is what will drive us – getting the
ment processes and direct our efforts to the highmaximum value from every dollar entrusted to us. est-priority areas. Our leaders won’t need to guess
But auditing the Department of Defense is not a
whether a corrective action plan worked. During
small matter. The consolidated DoD audit will be
a subsequent audit, an independent public acamong the most complicated audits ever concounting firm will review the change and recheck
ducted, composed of 24 individual audits and an
the data. We will have independent confirmation.
overarching DoD-consolidated audit. With over $2 This allows leaders to improve processes and
trillion in assets and nearly 3 million employees,
confidently move onto new issues, keeping the
this is the biggest audit in history.
department on track as it moves toward a clean
A full-scope audit is more than an investigation
audit opinion. Our goal is to get closer to that
into accounting and financial record keeping. It
opinion by resolving issues each and every year.
will reach into every corner of the department.
Because being audited is the DoD’s new normal,
Many auditors are already at work. By spring,
we will have over 1,200 auditors inspecting the
Department of Defense from book to floor and
Accountability is what
floor to book. A book-to-floor inspection means
will drive us – getting the
that items reported on the accountable property
system of record exist. A floor-to-book inspection
maximum value from every
means that items that exist have been recorded in
dollar entrusted to us.
that system of record. For example, if the Army is
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our new normal for business systems will evolve.
We need systems that are auditable and data
structures that comply with current accounting
requirements. That may mean some new needs
and expectations for business systems so that we
can move away from workarounds and manual
data calls.
Over time we will have a steady improvement in
the accuracy and reliability of our business data.
This is useful. However, it is the power of modern
data analytics that will make this new information
revolutionary. You have seen these changes in the
private sector where audited and reliable data is
the norm. The audit will drive the changes in data
that are key to many of our reform initiatives.
In the end, it will be the combination of strong
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Over time we will have a
steady improvement in the
accuracy and reliability of our
business data. The audit will
drive the changes in data that
are key to many of our reform
initiatives.
leadership, a professional workforce and trustworthy data resulting from audits that will help
the department perform its most important mission: direct and timely support to our war-fighting
soldiers, sailors, airmen and Marines. DN
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Russia’s unexpected military
victory in Syria

O

ne of the main events of 2017
forces and assets that have proved
has been the victory won by
sufficient to achieve that victory.
the Russian armed forces
Moscow did not deploy any large
and the Assad government in Syria.
numbers of troops on the ground. Its
When Russian President Vladimir
losses in Syria have been negligible.
Putin decisively intervened in Syria’s
The Russian expeditionary force has
bloody civil war in September 2015,
remained very small throughout the
many were taken completely by
entire campaign – a few thousand
surprise. Western commentators and
men at the very most, including
politicians – including none other
military police and personnel operthan then-U.S. President Barack
ated by private military campaigns.
Obama – unanimously predicted that
No more than a few hundred of them
Moscow would get bogged down in
were involved at any one time in any
the Syrian conflict.
single operation. The amount of milTwo years on, it is safe to say that
By RUSLAN PUKHOV, director itary hardware Russia has deployed
Syria has not become a repeat of the of the Center for Analysis of
in Syria is also very limited. By all
Soviet Union’s failed campaign in
accounts, the price of the Russian
Strategies and Technologies
Afghanistan. The Russian intervencampaign in Syria has proved very
tion has all but achieved all of its
affordable, both financially and in
key goals. The military and political situation of
terms of the losses of Russian personnel, which
the Assad regime, which seemed almost hopeless
remain well below 100 men.
in the summer of 2015, has radically improved.
The Russian Air Force group in Syria is not very
The Syrian government is now in control of
large, either. It was estimated at various periods
over 90 percent of the country’s territory. The
at 30-50 combat aircraft and 16-40 helicopters.
self-proclaimed Islamic State is on the brink of
The number of sorties per aircraft, however, has
extinction. Many other radical Islamist groups
been impressively high. By late August 2017,
have been left in a severely weakened state. The
Russian planes and helicopters had flown more
more moderate anti-Assad opposition, which
than 28,000 missions in Syria and attacked apreceives massive military assistance from the
proximately 90,000 targets, with a loss of only
United States and Gulf monarchies, is not doing
one Su-24M plane. Let us recall that during the
much better, either. Weakened, fragmented and
campaign in Afghanistan, the Soviet forces lost
militarily isolated, it has all bust lost any chance
an average of one combat aircraft for every 750
of winning the civil war. President Bashar Assad’s sorties. Meanwhile, the Russian UAVs deployed in
political future is no longer in any doubt.
Syria have flown more than 14,000 sorties.
The greatest surprise is not the success of
The success and affordability of the Russian milRussia’s intervention in Syria but the very limited
itary intervention in Syria contrast sharply with
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the U.S. record in many parts of the globe. That
success can be ascribed to several key factors.
First, Russia has managed to foster a very productive symbiosis between its expeditionary
forces and Syrian government troops. It has taken
effective steps to rebuild the fighting ability of
the Syrian Army. The revitalized Syrian units
were often bolstered by a small but highly capable contingent of Russian support personnel and
elite Spetsnaz troops. Even more importantly,
high-ranking Russian officers were not limited to
advisory roles. They led Syrian troops on many
important stretches of the front, bringing in
much-needed military experience and expertise.
Many of the key Syrian units are led by Russian
generals. The 5th Volunteer Assault Corps, which
has been the Syrian Army’s main assault unit over
the past 12 months, is equipped with Russian
hardware and formed and led by Russian commanders, who also hand-picked the unit’s Syrian
personnel. This approach may lack political correctness, but it has proved highly effective.
Second, Russia has managed to obviate the need
for deploying large numbers of troops on the
ground by bringing in private military companies.
These companies consist of well-paid mercenaries, most of whom are retired Russian servicemen. The difference from the similar practice
in the United States is that the Russian private
military companies are not relegated to supporting roles. They are used as highly capable assault
forces, and their personnel are often embedded
with Syrian units to augment those units’ fighting ability. This approach has proved very useful
both militarily and politically, as it minimizes the
political cost of direct military intervention. The
Russian public has proved completely indifferent
to reports of the losses suffered by the mercenary
companies, rightly believing that “these people
are highly paid, and knew what they were getting
into.” As a result – and contrary to Western expecOutlook 2018

tations – Russian losses in Syria have not led to
any negative domestic repercussions for the Putin
administration.
The West tends to ignore the success of the
Russian military intervention in Syria, and pays
little attention to the various aspects of Russian
military activity in that country. Clearly, this is
not a pleasant topic for the Western political and
military observers whose predictions that Putin
would get bogged down in Syria have proved
wrong. Nevertheless, the victorious Russian
military campaign has major implications for the
future course of the Russian military machine.
At just over two years, the campaign in Syria has
not been very long, but almost all senior Russian
military commanders have been involved in it on
a rotational basis. According to a November 2017
statement by the chief of the Russian General
Staff, Army Gen. Valeriy Gerasimov, “all the commanders of the military districts, combined-services armies, and Air Force and Air Defense
armies, as well as almost all divisional commanders, and more than half of the commanders of
combined-services brigades and regiments” have
had a stint in Syria. All these officers have gained
valuable, real-life experience of complex modern warfare in a remote theater, in a campaign
where air power and high-precision weapons
have played a major role, and where complex
supply and logistics challenges have been largely
resolved.
The availability of these experienced commanders, a record of a successful and victorious
military campaign, and the lessons learned from
using air power, modern technology and special
operations forces will provide a major boost to
the Russian military machine for years to come.
Additionally, the confidence gained by the Russian military in Syria may steer Russian foreign
and military policy toward a more assertive and
interventionist course. DN
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Uniting behind pragmatism
in the Middle East

T

he strategic divide in today’s
the extremist elements that ostensiMiddle East between fanatbly share their cultural and historical
icism and pragmatism outbackground.
weighs the sectarian divisions of
And of course, they are closer to
the past. While the latter still play
Israel.
a role, they no longer override vital
Ironically, the spread of revolunational interests the way they used
tionary fanaticism led by Iran’s
to in much of the region. This develfundamentalist regime has boosted
opment bodes well for the future and
pragmatism in other quarters. Iran’s
suggests a way for moderate forces
brazen attempt to create two Shia
to thwart threats to the region’s stacorridors – one stretching from Iran,
bility and security.
through Iraq and Syria, to Lebanon,
As demonstrated by the upsurge of
and the second stretching around
jihadi terrorism in Western capitals
the Persian Gulf from Bahrain to the
and the enormous refugee crises of
Houthis in Yemen – has sparked an
By Israel Minister of Defense
recent years, these threats are ultiunderstandable pushback from Arab
AVIGDOR LIBERMAN
mately global.
governments throughout the region.
To properly understand the reAside from being necessary to
gion’s dynamics and to effectively address the
thwart Iran, this consolidation of sober pragmathreats to its security, one needs to set aside
tism could ultimately help the region break free
outdated modes of thinking and realize that many of its chronic stagnation and underdevelopment.
of the traditional sectarian divisions have become For too long, the genuine interests of the region’s
blurred.
states and populations – security, sustainable ecoWe see the blurring of old lines in both the fanatic and pragmatic quarters. Sunni Arab terrorist
To properly understand the
organizations such as the Islamic State group,
region’s dynamics and to
al-Qaida and Hamas have far more in common
with the Persian Shiite regime of Iran and its Shia
effectively address the threats
Arab proxy, Hezbollah, than with the governto its security, one needs to
ments and societies of most Sunni Arab states.
set aside outdated modes of
While the former uphold a violent, medieval, anti-Western worldview, the latter have a pro-Westthinking and realize that many
ern approach prioritizing stability, economic
of the traditional sectarian
growth and security. In this, these Arab states
divisions have become blurred.
are closer to each other, to the Kurds and to the
Christian communities in the Middle East than to
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nomic development, modernization, scientific and
technological advance – have been subordinated
to the excesses of extremist ideologies.
Israel has long hoped to see the spread of a
pragmatic mentality in the region and the attendant emergence of interest-driven policies, such
as those that led to peace agreements with Egypt
and Jordan. Such a development has the potential
to ultimately resolve Israel’s relations with all of
our neighbors and to base regional security on
common interests.
The harm of fanaticism is amply apparent in
the Palestinian arena. Generations of Palestinian
leaders have led their people astray by dogmatic
adherence to unrealistic goals, territorial and otherwise. Were a genuinely pragmatic Palestinian
leadership to emerge, we could advance realistic
solutions to our disputed issues. The malaise of
fanaticism hasn’t yet disappeared from Palestinian society, and until it does it is difficult to see a
change for the better.
On the other hand, we see much evidence of
sober thinking elsewhere in the region, notably
among the Gulf states. Perhaps the clearest example is Saudi Arabia, whose leadership is leading a
bold and visionary policy that doesn’t balk from
identifying Iran as the overall regional threat, and
is forthrightly confronting its terrorist affiliates –
the Houthis, Hezbollah and Hamas. By prioritizing
modernization, liberalization and infrastructural

Outlook 2018

Israel has long hoped to see
the spread of a pragmatic
mentality in the region and
the attendant emergence of
interest-driven policies, such
as those that led to peace
agreements with Egypt and
Jordan.
investment, the Saudi government is focusing on
its genuine, vital interests. All of these are, in fact,
key regional interests.
As in the past, the region’s fanatic elements
– prominently Hezbollah and Iran – have been
signaling their alarm at the growing convergence
of interests between the forces of pragmatism.
But they are fighting against a growing tide. More
and more leaders in the region understand that
our common future lies in pragmatism, not fanaticism.
The more we, the region’s pragmatic forces,
combine our energies to defeat our fanatic enemies, the better able we will be to provide for the
region’s security and stability and to advance our
respective national interests. DN
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As the global threat evolves, so
too must the defense industry

D

efense as a concept has a
that causes terrorism.
complex structure and funcSimultaneously, we need to rection and is indissolubly linked
ognize, to study and to successfully
to the threats that an organization,
cope with new threats, evolving outwhether it be an individual state, a
side the conventional forms of war,
group of states of a particular region
which are defining the “battlefield”
or an alliance of states, is called
– the public squares, the streets or
upon to face. Defense is organized
the neighborhoods and, as targets,
on the basis of identifying the presthe ordinary citizens while they are
ent, future or potential threat, the
working, walking or entertaining.
strategic deterrence plans, the eduThe evolution of modern, asymcation and practice of the staff, the
metric threats in recent years has
availability of means and weapon
contributed decisively to the shifting
systems, which, in order to be effecof the defense industry itself, and
tive, must be flexible and simultanethis trend is expected to intensify.
By
DIMITRIS
VITSAS,
alternate
ously make the most of the technoloThis, of course, does not mean that
minister of national defense for
gy achievements.
conventional weapon systems have
Greece
The defensive structure of a counbeen lessened, but they are increastry or of an alliance must be linked
ingly integrated into more complex
and, ultimately, defined by its geo-strategic vision
designs, where non-military parameters are also
and reflected in its geopolitical options.
taken into account.
Therefore, what we currently have on the table
In this context, means are being developed that
is the link between defense-security and, polemphasize the utilization of new technologies,
itics-economy with geopolitics. Furthermore,
setting deterrence as priority. At the same time,
these connections become even more important,
the tendency of developing unmanned air, land
in a period of international political and economic and naval systems is taking shape.
volatility.
In this transitional situation, the defense indusAs mentioned above, threats are the foundatry faces great challenges. In order to survive as
tion or the platform, upon which the defensive
a production unit, avoiding the fate of the dinostructure is based. It is a fact that the evolution of saurs, the defense industry must be adapted to
threats is directly related to technological evoluthe new conditions. In order to have prospects, it
tion and the dissemination of knowledge, which
must follow the evolution of needs rather than to
in our days, tends to be unbounded and without
dictate them.
state borders. Information or technological progThe European Union quite rightly promotes a
ress can also have a negative use in the hands of
defense industry policy on two axles: firstly auorganizations and individuals who incite violence
tonomy, in the sense that Europe should be ca-
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pable of producing the weapon systems it needs,
and secondly complementarity, in the sense that
there should be a significant cooperation between
the defense industries of the NATO member countries, ensuring the transfer of know-how and the
compatibility of systems.
One of the issues we have to solve is the relationship between the defense industry of the
major countries and the small and medium-sized
enterprises of the smaller countries. It seems that
cooperation is the only way to prevent alteration
of the industrial infrastructure of the smaller
countries.
A cooperation that will take into account the
geopolitics, the particularities and traditional
capacities of each country, historical ties, and
so on. Joint programs and support funds are the
necessary incentives to achieve all objectives as
well as autonomy, complementarity and sustainability. It is certain that within a decade we will
be faced with a new division of labor. It is equally
certain that countries that will rapidly develop
new technologies, both for civilian and military
purposes, will increase their participation in this
new division of labor.
Greece, a pillar of geopolitical stability, in an
unstable environment, incorporates very seriously all these new elements, into the development
of its strategy. Our goal is to move on to a stable
growth model, investor-friendly and socially just.
The United States recognizes the critical role of
Greece in the wider region. Traditional ties, common goals and long-term cooperation on a transnational and business level, are the solid ground
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for a cooperation boost with new prospects.
Our country is an open field for the development
of entrepreneurial activities in all sectors of the
economy, particularly in the defense industry. We
have strong indicative examples of successful
cooperation in aeronautics, joint production of
ammunition, and so on.
The territory of Greece is the gateway to a large
area within which the developing markets of the
Balkans, Black Sea, Middle East and North Africa
are located. Each investment in Greece has an
efficiency multiplier that gives a significant dynamic.
Particularly, in the defense investments sector,
our ultimate goal is to render Greece – at an industrial level- a center for the support of the U.S.’
and other of our allies’ weapon systems in the
Southeastern Europe, the wider area of Middle
East and North Africa.
In this direction, the Ministry of National
Defence constantly tries to establish an outward-looking and competitive domestic industry.
Activities such as industrial days, seminars in
Athens and Thessaloniki in order to facilitate the
engagement and cooperation of Greek and American companies, show that there is an open field
ahead with great prospects and challenges.
We already have before us Greece after the crisis. The future is full of new prospects and great
opportunities. The new investment environment
in Greece is open to cooperation. In this context,
it is important to get to know Greece better, to
put on to the wide range of its productive potential and business opportunities. DN
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The need to boost the European
Union’s security cooperation

O

ver the past few years, the seing civilian defense. Sweden has
curity situation in Europe has
stationed permanent troops on the
deteriorated. Russian actions
strategic island of Gotland located in
constitute a serious challenge to the
the Baltic Sea, implemented NATO’s
European security order. Russia’s
Host Nation Support agreement,
conflict in Georgia in 2008 and the
agreed to develop active cyber capaRussian aggression against Ukraine
bilities, intensified cooperation with
in 2014, with the illegal annexation
our Baltic Sea partners and is acquirof Crimea, show that Russia is
ing next generation submarines and
prepared to use military means to
fighter aircraft.
achieve political goals. Russian disinTo exercise and improve defense
formation campaigns are a reality
readiness, the Swedish Armed Forcand something we take seriously.
es recently completed the largest
We also see more Russian activmilitary exercise in 26 years, Aurora
ity in the Arctic. We have seen an
By Swedish Minister for Defence 17. It had over 22,000 participants
increase of military activity in the
including units from Denmark,
PETER HULTQVIST
Murmansk region, near the FinnEstonia, Finland, France, Lithuania,
ish border and about 300 km from
Norway and the United States. Their
Sweden. Russia has demonstrated both ability
contributions were of great value. The exercise
and willingness to act offensively, for example,
in itself, which included receiving and hosting
by temporarily deploying Iskander systems to the
friendly troops on Swedish territory, is a security
Kaliningrad area, as well as conducting offensive
signal.
exercises with strategic bombing over the Baltic
At the same time Sweden continues to take reSea.
sponsibility for global security concerns through
Unity in the European Union with the upholding our substantive contributions to international
of the sanctions against Russia is essential, conpeacekeeping efforts, including Afghanistan, in
nected to international law. The Swedish Ministry the Coalition against Daesh and in Mali.
of Foreign Affairs will continue to raise these conSeveral bilateral and multilateral efforts further
cerns through diplomatic dialogue. Furthermore,
demonstrate Sweden’s role as a security provider
the transatlantic link is necessary for the stability
in our part of Europe and must remain strong.
Sweden has reviewed and weighed these facts
Russia has demonstrated both
carefully. On the military side, the Swedish govability and willingness to act
ernment has increased national defense spending
offensively.
about 25 percent to 2020, activated conscription
and refocused efforts on national defense includ-

Outlook 2018

defensenews.com | 13

Outlook 2018

to the region and the overall stability in Europe.
The cooperation with Finland is a fundamental
platform in our defense strategy. We have taken necessary steps, as two military non-aligned
countries, to give our armed forces the tools to
cooperate in case of crisis or war. The bilateral statement of intent with the United States is
an important expression of common interest
and mutual commitment. We have joined the
British-led Joint Expeditionary Force and will
continue to work closely with the U.K. NATO
has recently renewed our partnership within the
Enhanced Opportunities Program. NATO-cooperation is a priority, especially on information
sharing and military exercises.
Sweden's current surface-to-air Hawk missile
(Robot system 97) is a system that will be replaced. The Swedish Defence Materiel Administration will now begin the analysis and process
with regards to acquiring the Patriot air and
missile defense system. Acquiring such a system
with active defense measures and with the flexibility to meet today’s wide range of challenges in
the air-defense domain is in line with the Swedish
defense bill and current needs.
We will continue to upgrade our military capabilities and tie close cooperation both bilaterally
and multilaterally with UN, NATO, NORDEFCO
and the EU.
Intensified defense and security cooperation
in the European Union remains critical and we
welcome the Permanent Structured Cooperation,
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PESCO. The European Union must work more
closely on issues such as cyberthreats, hybrid
warfare and international crisis management.
Intergovernmental cooperation is vital to improve
our mutual interests while respecting national
sovereignty of all. Capability building must also
continue, through the European Defence Industrial Development Fund aimed at fostering
innovation and competitiveness for our defense
industries.
Cooperation must, however, take into consideration the specific character of the security and defense policy of all member states. To ensure maximum competition and quality, it is important that
such programs are open to third parties, including
all European-based companies and even those
that are not European-owned. The lack of such an
arrangement would put member states like Sweden at an unfair disadvantage, in turn risking the
transatlantic link and regional cohesion.
As a non-permanent member of the UN Security
Council, Sweden has broad engagement in the
UN. Safeguarding respect for international law
and national sovereignty is an integral part of
Swedish defense and security policy. Sweden’s
national defense strategy is strictly in line with
international law, by means of the United Nations
Charter, with a defensive character and with the
right to self-protection.
These are times of uncertainty. The security
challenges are more complex than ever and our
response must therefore be multi-faceted. DN
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The path to the
next NATO summit

N

ext summer NATO will hold
threat from violent extremists and
another summit, gathering
terrorism. Furthermore, the alliance
heads of state and governhas established a troop presence in
ment from all 29 member countries.
the Baltic states and Poland. This
Summits focus our efforts and
deters aggression and reassures our
provide guidance and direction for
allies. Exercises and training is a
the alliance, and this summit takes
way to demonstrate alliance resolve
place at a crucial time. NATO faces
and to ensure interoperability among
a deteriorating security environment
forces. NATO is now training and
that is both dynamic and complex.
exercising more, in larger formations
Threats present themselves across
and with more realistic, high-end
domains, concurrently and from
scenarios. The alliance is increasingdifferent geographical directions.
ly becoming a hub for allied exerGlobal and regional instability has
cises. My government will host the
led to a common understanding
next large-scale Article 5 exercise
By FRANK BAKKE-JENSEN,
among allies that the need for NATO Minister of Defense of Norway in Norway next year. This sends a
is as great as ever. However, to enpowerful signal.
sure that the alliance is capable of
As a result of these and other meadealing with these threats in an effective way, the
sures, the alliance today is more effective, relealliance needs to adapt. This will be a main theme vant and strong.
at the next summit.
However, our work is not done. We must continTransformation is underway. At the summit in
ue to reform. I want to highlight three important
Wales in 2014, the member states agreed that
areas that require our focus in the lead-up to the
NATO must improve its ability to provide collecsummit.
tive defense and deterrence. This was necessary
Firstly, the current command structure is not fit
after a decade where the alliance had focused on
for purpose. It was conceived during a time when
out-of-area crisis response operations. Furtherout-of-area crisis management operations were
more, Russia’s blatant disregard for international
the prime operational focus. Now that collective
law in its illegal annexation of Crimea and milidefense and deterrence again are top priorities,
tary operations in eastern Ukraine reminded us
we must make changes to the command structhat state-on-state conflict in Europe no longer is
ture. The NATO defense ministers decided in
a remote possibility. NATO has embarked upon an November to establish two new joint commands.
ambitious and comprehensive reform agenda.
One will have a particular responsibility for the
NATO’s contingency plans have been updated.
maritime domain and the sea lines of communicaWe have established more capable readiness forc- tion across the Atlantic. The other will focus on
es, and we are stepping up our efforts to fight the
logistics, movement and mobility. These issues
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may seem mundane. However, the command
structure is a key instrument in generating and
fielding the alliance’s collective fighting power.
NATO’s legitimacy and credibility depends upon a
robust and relevant command structure. This will
be an important and very concrete deliverable for
the next summit.
Secondly, NATO needs to pay more attention
to the maritime domain. Maritime areas will be
increasingly contested in the future, and NATO
must be prepared to uphold the rule of law and
safeguard our interests at sea. The alliance needs
to improve its competence and ability to operate
in high-intensity maritime environments. That
includes the ability to operate our forces in areas
where potential adversaries may try to deny entry
or freedom of movement. NATO must strengthen
our maritime profile. This will be a key point for
discussion leading up to the next summit.
Thirdly, NATO must review and adapt our decision-making processes. The complex threats and
challenges that we face have one thing in common: Threats and attacks will emerge and occur
with little to no warning time. That means that
decisions must be made swiftly. That is a challenge for a consensus-based organization such
as NATO, with 29 member states. However, we
must address this. We risk being at an asymmetric
decision-making disadvantage vis-à-vis potential
adversaries that are able to take quicker and more
effective strategic decisions. This could significantly undermine our collective security.
At the summit, there will be a frank and honest
discussion on burden-sharing. The U.S. administration has rightly pointed out that the United
States shoulders a disproportionally large share
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of the financial burden for our common defense.
This situation is not tenable. In order to ensure
the long-term viability of NATO, all nations must
stand by our commitments to make the necessary
investments in our defenses.
The upcoming summit is an opportunity to step
back and contemplate the true value of NATO.
The alliance is a unique construct. No other organization has a standing joint command structure,
available high-end military forces and a standing
decision-making apparatus. NATO is a political
as well as a military organization. And it is an
alliance that is founded upon a common set of
values. These are the values that bind us together
as liberal, democratic nations. Now more than
ever, NATO must hold true to and safeguard these
values.
The U.S. has on numerous occasions made it
clear that it stands by its commitments to its
NATO allies. This is also demonstrated through
action. U.S. investments in European security
through the European Deterrence Initiative is a
clear example.
In an increasingly uncertain world, the value of
stable and strong alliance relationships increases. The transatlantic security relationship – as
manifested through the NATO alliance – is an
unmatched and powerful force for stability and
security. At its core, this is NATO’s historical mission: ensuring peace, freedom, stability and prosperity for our people. NATO has been successful
in this endeavor because we have been able to
adapt. NATO needs to continue to adapt, as it has
since its inception in 1949. This is the enduring
task of the heads of state and government that
will convene in Brussels next summer. DN
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It’s time to overcome ‘boom
or bust’ funding environment

S

erving U.S. Department of
as well as the resources required
Defense customers is an honor
to meet those needs. Second, CRs
and a privilege. It is made more
hinder our ability to collaborate and
meaningful by knowing that our
share knowledge, and to achieve
industry’s products and services can
efficiencies – within our companies
directly affect our men and women
and our supply chains, across our
in uniform and the security of our
industry and in support of our global
nation. Our mission requires careful
allies. And third, CRs virtually defy
planning and thoughtful execution,
us to innovate, sapping the lifeblood
both of which are subject to the fedof our industry. Think of innovation
eral budgeting process. Simply put,
as short for “investing in our future.”
the more clarity we have about the
When we anticipate, collaborate and
budget and the funding that will be
innovate, we thrive. Our military
allocated, the better the position we
readiness increases and national seare in to deliver on our promises.
curity becomes stronger. Absent any
By MICHAEL T. STRIANESE,
Regrettably, the ongoing lack of sta- Chief Executive of L3 Technolo- one of these, we waste precious time
bility and predictability is degrading gies
and fall further behind in our ability
our military readiness by introducto preserve and defend our way of
ing national security challenges that
life. Unfortunately, our adversaries
need to be addressed without further delay.
are well aware of this and are capitalizing on it by
To be clear, we are not looking for a handout.
narrowing the capabilities gap.
We are looking for a steady and predictable budAs defense contractors, many of which are
get so that we can run our businesses efficiently
public companies, we have dual accountability –
and meet the requirements of our Pentagon and
to the Pentagon, which is focused on controlling
DHS customers in a timely and effective manner.
This cannot be done under a recurring cycle of
continuing resolutions (CR) that freeze funding
We are looking for a steady
levels and place unreasonable restrictions on con- and predictable budget so that
tracting and technology investments. CRs severewe can run our businesses
ly hamper our ability to help protect our nation,
which is fighting a protracted war and confrontefficiently and meet the
ing escalating and evolving terrorist threats. Sperequirements of our Pentagon
cifically, ongoing CRs undercut our effectiveness
and DHS customers in a timely
in three important areas.
First, CRs make it difficult, if not impossible, to
and effective manner.
anticipate the changing needs of our customers,
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costs and answerable to taxpayers, and to the
investment community, which is seeking shortterm, higher returns. It has long been accepted
that a “boom or bust” funding environment is
not productive. Our challenge as an industry is
to find the proper balance between these seemingly divergent perspectives while sustaining the
military posture that befits the leader of the free
world. We have been proactive in communicating
our concerns to Congress and have made some
progress, but more work is needed. At this critical
juncture in the budgeting process, our responsibility is to escalate and redirect the dialogue
toward actions that would benefit all parties.
Beyond a stable budget environment, there are
policies and processes in need of alignment with
the increasing speed and globalization of today’s
markets. Easing trade restrictions, especially for
products that are already available internationally, would facilitate U.S. exports, provide jobs,
generate revenue, control pricing and promote
collaboration with our allies. Acquisition reform
is another area of concern, where the removal of
counterproductive regulations would save money
and help keep our industry vital and aligned with
our customers’ priorities. Both Congress and the
Pentagon appear receptive, and we are encouraged by their willingness to listen. Finally, reducing some of the bureaucratic red tape related to
sponsorship regulations for research and develop-
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At this critical juncture in
the budgeting process, our
responsibility is to escalate
and redirect the dialogue
toward actions that would
benefit all parties.
ment would go a long way toward maintaining the
high level of innovation that drives our industry.
Like the DoD, we want to avoid duplication of
effort and potentially wasteful spending. But it is
imperative that this incorporates a sensible approach that encourages companies to undertake
promising R&D projects that have a good chance
of yielding solutions our customers really need.
Our industry stands ready to work with Congress and the Pentagon to reach a positive solution that will move our country forward. We have
the ingenuity and the commitment to deliver
solutions that will give our men and women in
uniform the technical advantage they need to prevail. No job is more important than the one they
do. If we all keep that in mind, we will make the
tough, but necessary decisions together that will
enable our industry to anticipate, collaborate and
innovate. The time to act is now. DN
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The Inter-American Defense
Board – the other IADB

L

atin America and the Caribbetion for response that will protect
an persistently show growth
and support the best interests of the
and potential for beneficial
Americas.
change, despite the continuous
The opportunities for the IADB to
challenges the region faces. Cyberpromote and reinforce multilateral
attacks, natural disasters, organized
engagement on defense and security
crime, drug trafficking, income
in the hemisphere are numerous.
inequality, corruption, intrastate disBy working with regional defense
cord and climate change present barorganizations such as U.S. Southriers to effective security throughout
ern Command and the service conthe Western Hemisphere.
ferences, the IADB supports their
Public security is a broad and
efforts while advancing the collecmultidimensional issue and, as
tive goals of the region. Partnerships
such, requires an innovative and
with such bodies and like-minded,
collaborative response strategy. As
By BRIG. GEN. S.M. LACROIX, willing nations allow the IADB to
the only pan-hemispheric defense
improve military preparedness, inDirector General of the Secretariat
of
the
Inter-American
organization within the Americas,
teroperability and operational procethe Inter-American Defense Board is Defense Board
dures. Through this, best practices
the ideal body to address systemic
are formed and applied in support of
underlying security and defense issues and work
humanitarian relief operations, information shartoward a more secure future. With 27 member
ing during crises, and other defense and security
states across the hemisphere, the IADB is in a
operations.
uniquely essential position to create a regional foThe IADB also serves to strengthen hemispheric
rum that brings together ideas and best practices
institutions, such as the Organization of Ameriof civilian and military representatives.
In an increasingly interconnected and interdependent world, the need for effective commuIn an increasingly
nication across borders is apparent now more
interconnected and
than ever. The IADB offers its member states a
interdependent world,
platform for information sharing, coordination
and education on topics of national and regionthe need for effective
al importance on defense and security matters.
communication across borders
Composed of the Council of Delegates, the Secis apparent now more than
retariat, and the Inter-American Defense College,
the IADB promotes a shared understanding of key ever.
threats to the Western Hemisphere and a direc-

Outlook 2018

defensenews.com | 19

Outlook 2018

can States and the Conference of Defense Ministers of the Americas. By working with member
states’ defense ministries and subregional defense
mechanisms, the IADB is able to provide military
expertise, reinforcing their mandates and supporting its charter and objectives.
While the potential to support the regional
community is great, it does not come without
challenges. As with all international diplomatic
efforts, the need for consensus and unity among
member states is ever present. Improved cooperation across the Americas can lead to more
productive and proactive efforts and will ensure
that the IADB is not complacently reactive with
its mandated tasks. Cooperation among countries
is as important as cooperation within countries.
A lack of strong advocates of the IADB within
government institutions can serve to highlight the
difference of perspectives between foreign and
defense ministries, rather than uniting them.
Finally, there is a need for reform and an increase in resources. The IADB should be uniting
its leadership on a common purpose to create
a cohesive vision that will support a long-term
strategy, which will demonstrate the IADB’s value
proposition and progress in advancing hemispheric defense and security cooperation. A decrease
in annual financial contributions from the Organization of American States has left the IADB struggling to deliver professional, quality services and
to fully address the needs of its member states.
In part, we are already working to address some
of these challenges by creating the Inter-American
Defense Foundation, a recognized nonprofit enti-
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ty. The foundation will be able to promote successful public-private partnerships and implement
innovative programs that generate sustainable,
result-driven outcomes. It is committed to ensuring multisectoral collaboration in its ongoing
efforts on cybersecurity, disaster management,
transparent military procurement, climate change
and security, veterans’ affairs, and other critical
issues in the defense arena.
Other ways the IADB can be strengthened is
by focusing on value-added initiatives. While the
IADB has a multitude of potential tasks, a better
job must be done to analyze and focus on tasks
that will demonstrate the relevance and capabilities of the IADB. Key areas to focus on should be
reinforcing the educational programs offered by
the Inter-American Defense College and holding
seminars, professional development activities
and conferences on topics relevant to the Organization of American States and other institutions. We should also improve confidence and
security-building measures in order to update the
IADB’s database and reports. This will allow the
IADB to provide better analysis and consultation
for both member states and the Organization of
American States.
The IADB is an incredible multilateral defense
organization with a long history of serving the
security interests of the hemisphere. Given the
security challenges of Latin America and the
Caribbean, the IADB should be seen as an essential institution in our inter-American system and
should be utilized to foster collaboration and
support among nations. DN
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For our freedom and yours

T

he year 2018 will be very
open support of the Taliban in Afimportant and symbolic for
ghanistan.
Poland, as it marks the 100th
And yet another, dangerous peril
anniversary of regaining our indearose in the Far East. The progress
pendence, first lost in 1795 (and later
of the North Korean nuclear program
lost again in 1939 and regained back
this year was spectacular. The range
after 1989). Certainly there will be
of ballistic missiles and developa lot of celebrations with the very
ments in warhead technology now
special focus on Nov. 11. However,
pose a very serious threat to the
we also are going to work very hard
world. And again, if you ask which
to protect our freedom because we
country creates possibilities to avoid
know how valuable it is.
embargoes and warn against any
In a globalized world, some of our
kind of intervention on the Korean
problems are problems of the world,
Peninsula, you will get the same
and some problems of the world are By ANTONI MACIEREWICZ,
answer as in the two previous quesours. It can be clearly seen if you
Minister of National Defence for tions.
analyze the most important trends in Poland
I could easily add more examples:
global security. The war in Ukraine
Venezuela, Iran, Catalonia. The
goes on, and Russia illegally occuKremlin adopted its new-old role of
pies Crimea and commands terrorists controlling
the gravity center and supporter of anti-Western
a part of Donbass. Soon, the fifth year of this war
tendencies around the world. This results from
will begin. What is more, many world leaders forthe mentality of political elites in Russia. It was
got that, just as illegally, the territorial integrity of formed for decades by the daily practice of subGeorgia was violated by Russia back in 2008. That version, strategic disinformation and deception.
makes 10 years. Restoring the international order
All of them have centuries-long traditions in
in these two states is a fundamental task of the
Russia, but it was the Soviet Union that brought
entire international community, and it will remain disinformation and deception to the level unso in 2018.
known before. Today’s Russia is governed by the
The civil war in Syria will enter its seventh year,
former KGB officers and their followers. As long
and the one in Iraq, its fourth. At least as far as
as they are in power, we have to assume that
fighting the so-called Islamic State group is condisinformation and deception are their principal
cerned, it seems that the struggle can finally come
to an end. But there will be other problems to be
solved – the Kurdish question and the future of a
In a globalized world, some of
democratic transformation in Syria. Here we have
our problems are problems of
another case of how unconstructive Russia can
the world, and some problems
be, as its intervention in favor of the Assad regime and military deployments may only preserve of the world are ours.
instabilities in the region, not to mention full and
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policy. This is why, apart from more or less open
involvements in armed conflicts, the Kremlin is so
deeply involved in propaganda activities, information warfare, cyberattacks and active measures of
all kinds. This is why we have to always remember that whenever we struggle against some kind
of security threat, there may be the Russian factor
in it. And often is.
Knowing that, Poland is going to keep on building up its Army. With defense spending surpassing
2 percent of gross domestic product and set to increase to 2.5 percent by 2030, as well as owing to
steady economic growth of more than 4 percent
GDP yearly, we have a sound base for the modernization of our armed forces. In 2018, we are
going to finalize agreements in air defense, longrange artillery, helicopters and submarine projects. We will also remain an active and loyal ally
within NATO and the European Union, continuing
our contributions to missions in Latvia, Romania, Bosnia and Herzegovina, Kosovo, Iraq, and
Afghanistan; and if need be and if our potential
allows, maybe even on a larger scale or in new
places. As a nonpermanent member of the U.N.
Security Council, we will be actively working for
global peace and stability with a special focus on
North Korea.
In the year to come, several very important,
multilateral events will take place. The NATO
summit in Brussels will be crucial for the reform
of NATO’s command structure, which is indispensable to preparing the alliance for the threats
mentioned above. We cannot lose the pace that
we set in Warsaw during the 2016 summit, and we
must keep adapting NATO to changing conditions
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With defense spending
surpassing 2 percent of gross
domestic product and set
to increase to 2.5 percent
by 2030, as well as owing
to steady economic growth
of more than 4 percent GDP
yearly, we have a sound base
for the modernization of our
armed forces.
and better integrate its members.
Another important regional summit will take
place a little earlier in Bucharest, where Romania
and Poland will host the B9 defense ministerial
meeting. We plan to further strengthen our regional cooperation on the eastern flank to provide
better deterrence and resilience against threats
from the east. Later on, we are going to follow up
in a broader format with the Three Seas conference in the fall in Poland. We want it to become a
regular format for a regional summit of ministers
of defense.
Let me refer to our independence again. During
the November Uprising of 1830-31, when Poles
rebelled against the Russian tsarist despotism to
fight for a free state, they wove banners with the
inscription in Polish and Russian that said: “In
the name of God, for our freedom and yours”. It
became an unofficial motto of Poland and could
as well be a good motto for the coming year. DN
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The path to restoring naval
readiness

Y

ears of operating under the
is the fleet. I cannot tell you exactly
2011 Budget Control Act and
what the maritime fleet composition
over nine years of Continuwill be in 20 to 25 years, but I know
ing Resolutions have imposed high
that bringing that additional capaccosts on the Department of the
ity into existence will be infinitely
Navy. Some of these costs have been
more challenging if we do not make
financial, but budget caps and delays
prudent investments today. Time is a
have also had deep impacts on our
commodity that cannot be regained
ability to resource our mission. The
once lost – no amount of money
resultant effect of continuing resolucan buy it back. The money we do
tions and lack of budgets produces a
have must be invested as efficiently
Navy and Marine Corps team that is
as possible, which means we must
operating at a level less than optimal
attain greater budgetary certainty in
when compared to known funding
order to fund our strategy. Having a
on a regular budget cycle. Finding
By US Navy Secretary RICHARD clear line of sight to the necessary
the right remedy – which is an imresources for growth will allow our
V. SPENCER
perative – will require ingenuity and
partners in industry to invest for
partnership on all sides.
the future, which will in turn lower
Rest assured, the Department of the Navy is
overall costs.
dedicated to restoring readiness and increasing
I am looking intensively at ways that the Dethe capacity and capability of the fleet to meet the partment of the Navy can be more efficient in
nation’s security needs. We are beginning to withow we conduct our business in order to strike
ness improvements in these three areas and we
the balance between sustainability for industry
expect to see the rate of improvement increase in
and value for the taxpayers. Additionally, we are
the near future. We are committed to doing so in a determined to work with our industry partners so
way that works hand-in-hand with our partners in
Congress and industry so we may deliver superior
national defense at a value to the American taxThe Department of the Navy
payers.
is dedicated to restoring
Finding that value means we must avoid the
readiness and increasing the
expense of mistakes and delays so we can build
the foundation for future growth today. This will
capacity and capability of
require large capital investments, now, in order
the fleet to meet the nation’s
to achieve our goals while continuing to maintain
security needs.
the enterprise and associated infrastructure we
have today. The centerpiece for my department
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we may implement their lessons learned in order
to be better informed customers for our suppliers. We will do this by streamlining our acquisition process and working with our Congressional
partners to secure steady funding commitments,
which will encourage innovation, better manage
risk, and drive efficiencies.
The solutions I see, while challenging, can
provide value to the enterprise. All of us in the
national security enterprise – the Pentagon, Congress, and industry – share the goal of supporting
our current and future sailors and marines so that
they can be successful at conducting their missions. We have not done enough in that regard.
Today, they face stark choices between conducting missions for which they have been tasked,
training in order to be prepared for future missions, and maintaining their equipment so that it
can perform safely and effectively. We have given
them too few resources and we have done this
with a lack of consistency. Our sailors and marines have done their utmost to manage this quandary, while always acting with a “can do” attitude
and a bias for action. We now owe them consis-
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This administration is
dedicated to rebuilding
American military might and
ensuring stability and certainty
as we address global security
demands.
tent resources in order for them to act today and
sustain their ability to do so over time. Our sailors
and marines are committed to being the best; we
must deliver the means that they need to continue
to realize that commitment.
This is the opportunity. This is the time. This
administration is dedicated to rebuilding American military might and ensuring stability and
certainty as we address global security demands.
The future is challenging but bright as we lean
forward to engage with our legislative and industry partners to guarantee that the Navy and Marine Corps team remains the world’s most ready
and lethal forward deployed fighting force. DN
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Steps forward in European defense

T

he year that is coming to an
4. Brexit, which weakens the deend has seen a fundamental
fensive capability of the EU, but has
step forward in the construcalso facilitated closer cooperation
tion of European defense. Ten years
with fewer political constraints.
on from the signing of the Treaty of
It is in this context that France,
Lisbon, the Permanent Structured
Germany, Italy and Spain have
Cooperation, or PESCO, on securiworked together over the last year
ty and defense is beginning to take
to make the Permanent Structured
shape.
Cooperation, envisaged by the LisAs has often happened in the histobon Treaty operational, and formally
ry of the European Union, this new
launch PESCO.
instrument does not have the characThe plan was to make it inclusive,
teristics envisaged at the outset, but
open to all EU countries, although
has been adapted to new European
with precise limits and commitments
and international realities.
that need underwriting. It was a winBy Italian Minister of Defence
PESCO was planned to give the
ning choice, proven by the fact that
ROBERTA PINOTTI
more willing, politically ready and
23 of 28 members have already demilitarily capable EU members the
cided to join and others will follow.
chance to forge tighter defense cooperation and
The process is getting underway just as it beintegration. The solution came about thanks to
comes clearer that the EU needs to use any
the realization that some countries had a different means possible to make its citizens and its instivision of the role of the EU, or, more simply, were tutions safer. Simply pooling buildings, personnel
not ready for the next step.
and equipment is not enough.
Since it was first planned, however, four changWe need new solutions that allow the joint
es on the global stage have spurred almost all
procurement of what is required, not to mention
European countries to ask themselves if PESCO
maintenance, logistical support, training and,
might represent the best and, right now, the only
when necessary, deployment. To make this happossible response to the challenges to internapen, we need new joint investment in which the
tional security and Europe’s defense:
1. Islamic terrorism has undermined states and
We need new solutions that
inspired criminal acts in Europe, confirming that
allow the joint procurement
no country is safe or able to defend itself alone.
2. Instability, tension and crises continue around of what is required, not
the globe, accompanied by the proliferation of
to mention maintenance,
armaments that pose a threat to Europe.
3. America’s new political direction, which clear- logistical support, training
ly revolves around its own national priorities,
and, when necessary,
requires a greater assumption of responsibility by
deployment.
the European Union.
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EU has a key financial but also political role —
new programs must reflect European needs and
must be seen by all as intrinsically European.
This does not mean cutting back national responsibilities and commitments, but throwing
them behind the more ambitious project of protecting Europe’s strategic interests. The European
Defence Fund, which was launched by the European Commission, must become one of the main
instruments to achieve this.
The PESCO accord is the start of a long journey.
We have shown the political will is there and that
the financial resources are beginning to appear.
Now we need to make it work – and prove it
works to even the most skeptical observers. Nothing must be taken for granted.
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We have shown the political
will is there and that the
financial resources are
beginning to appear. Now we
need to make it work – and
prove it works to even the
most skeptical observers.
This young organism could yet be suffocated if
there is a return to the latent national egoism that
has put the brakes on a European defense capability for so long. DN
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Building European defense,
together

R

einvigorated by the 2016 EU
This is where the European DeGlobal Strategy, defense has
fence Agency, or EDA, comes into
risen to the top of the Europeplay. As the secretariat for both
an Union’s priorities. A series of bold
CARD and PESCO as well as the ceninitiatives were recently launched to
tral operator in EU-funded defense
boost defense cooperation through
activities, like the EDF, the EDA will
improved joint planning and priorileverage its expertise, knowledge
tization, development, procurement,
and networks to ensure coherence,
and operation of capabilities among
efficiency and a steady focus on camember states. The Coordinated Anpability priorities.
nual Review on Defence (CARD), the
The CARD’s trial run is currently
Permanent Structured Cooperation
underway. Its ambition is to foster a
(PESCO) and the European Defence
gradual synchronization and mutual
Fund (EDF) are all central pieces of
adaptation of member states’ nationa new political and institutional puz- By JORGE DOMECQ, European al defense planning cycles and capazle in the making, which, if correctly Defence Agency Chief Executive bility development practices, in the
assembled, can provide EU nations
hope this will lead to more systemwith better and more interoperable
atic defense cooperation in Europe.
defense capabilities.
For CARD to provide real, added value, it’s cruInventing new tools alone will not suffice. Equal- cial to have the most updated and detailed inforly important will be how they are used and immation possible collected from national defense
plemented. In other words: even though CARD,
ministries on defense plans, including spending.
PESCO and EDF are separate initiatives spearThe responsibility for the information gathering
headed by different actors (member states for the lies in the EDA as the CARD secretariat with opfirst two, the European Commission for the latter), they must be used together in a coherent and
coordinated manner. Ultimately, they must lead to It is of the utmost importance
collaborative projects and outputs that genuinely
to ensure smooth cooperation
respond to member states’ commonly identified
between all stakeholders,
capability priorities. The ambition cannot be to
cooperate just for the sake of cooperation, but
especially at such a time
to fill existing critical defense capability gaps in
when the cards in the
Europe. It is of the utmost importance to ensure
European defense realm are
smooth cooperation between all stakeholders,
especially at such a time when the cards in the
redistributed.
European defense realm are redistributed.
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erational inputs from the EU Military Staff. Once
collected, the information will be assessed by the
EDA in a comprehensive CARD analysis report
to be discussed with member states, followed by
a final report to ministers. Lessons learned from
the trial run will be incorporated into the first full
CARD cycle scheduled to take place from 2019 to
2020.
Directly linked to CARD is PESCO. As of November, 23 EU member states notified their
intention to participate on Nov. 13, and more may
join, which is an unprecedented and historic step
toward European defense. Here, too, the EDA is
to act as a secretariat with a supporting role at
various levels. First, in close cooperation with the
EU Military Staff, it will serve as a platform where
PESCO nations can identify, assess and consolidate possible projects; the agency can notably
provide a view on contemplated projects’ impacts
on the capability landscape. Second, the EDA will
support the practical PESCO project implementation. This role is particularly well-suited to the
agency, as the two-layer approach envisaged for
PESCO is similar to the project governance structure in the EDA: Member states have full control
of the project content, with the agency serving
participating nations as a facilitator and service
provider. Thirdly, the EDA will play a leading
role in the annual assessment of PESCO nations'
contributions and respect of the binding commitments undertaken.
A third cornerstone of the future of European
defense is the EDF. Closely intertwined with
CARD and PESCO, the practical implementation
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of the fund also relies to a large extent on the
EDA, both in the research and capability domains. The research window of the fund will use
the lessons learned from the ongoing Pilot Project
and the Preparatory Action on Defence Research,
both managed and implemented by the EDA (with
a European Commission mandate). Regarding
the fund’s capability window, the EDA is already
called to play a key, upstream role in programming the work plan of the European Defence
Industrial Development Programme. The role will
involve strong synergies with the agency’s prioritization support role in PESCO and CARD, closing
the circle.
The EDA is indispensable to carrying forward all
three initiatives (CARD, PESCO and EDF). This
was recognized by EU defense ministers at their
meeting on Nov. 13 when they explicitly encouraged the agency “to further support the coherent
development of the European capability landscape, considering also the link between CARD,
PESCO and the European Defence Fund.” In their
2018 guidelines for the EDA, adopted on the same
day, ministers also supported “the reinforcement
of the Agency as the intergovernmental platform
of choice within the EU institutional framework,
supporting Member States in capability development serving the EU level of ambition.”
At a time when the institutional framework for
EU defense cooperation is being reshaped, such
recognition by ministers is encouraging, as it confirms the central role and place the agency must
have in European defense in the future. We are
committed and ready to take up this challenge. DN
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Europe’s outdated armed fores
could take a leaf from China’s book

I

t’s tempting to take European
many ambitious promises and some
governments’ latest commitment
determined political moves to boost
to strengthening their defense
PESCO’s counterpart, the EU’s Comand security efforts with a pinch of
mon Security and Defence Policy,
salt. The alphabet soup of programs
the bottom line on Europe’s defense
and pledges that makes up the Eurospending has gone deeper into the
pean Union’s Security Union has just
red. From 2012-2016, EU member
seen the addition of a new ingredistates’ collective defense budgets
ent in the shape of the long-awaited
shrunk by a 10th. Those of China and
PESCO, or Permanent Structured
India, meanwhile, rose by 40 percent
Cooperation. Nicknamed by some
and 30 percent, respectively.
the “Sleeping Beauty” of European
In truth, it’s not the amount of mondefense collaboration, it is adverey that matters, but what it’s spent
tised as ushering in a new era of
on. Four-fifths of Europe’s substanshared policy objectives and strontial 2016 outlay on defense of more
By GILES MERRITT, chairman
ger military muscle.
than €200 billion (U.S. $237 billion in
of the Friends of Europe
Maybe this time EU governments
today’s figures) went on personnel
mean it; the pressures of Russian
and administrative costs. Analysts
assertiveness to the north as well as conflict and
warn that only 2 percent of Europe’s 2 million
chaos on Europe’s southern flanks could at last
men and women in uniform (counting paramilibe awakening them to the fact that America’s nutary police forces) can be deployed in a combat
clear umbrella no longer offers shelter from 21st
role.
century threats – least of all when U.S. President
Worse still, European generals have been preDonald Trump casts doubt over the value of the
paring to fight the last war by clinging to the
NATO alliance.
tanks, artillery and supersonic aircraft of the
It is nevertheless hard to take PESCO at face
20th century. Just as PESCO was being rolled out
value. It is almost 20 years since Europeans prom- in Brussels, the top brass of Britain’s Army, Air
ised a far more determined approach to defense.
Onboard the British destroyer HMS Birmingham
From 2012-2016, EU member
in the Brittany port of St. Malo, the U.K. and
states’ collective defense
France signed a defense cooperation pact intended both to beef up their own collaboration while
budgets shrunk by a 10th.
showing other European members of NATO that
Those of China and India,
it was time to stop being free riders at the exmeanwhile, rose by 40 percent
pense of the U.S. defense budget.
Following that, initiatives to boost Europe’s deand 30 percent, respectively.
fense capabilities waxed but then waned. Despite
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Force and Navy were telling a House of Commons
committee in Westminster that thanks to successive budget cuts, their forces are today “20 years
out of date.”
How the U.K.’s armed forces will fit into Europe’s defense arrangements after Brexit – Britain’s divorce from the EU – is still anyone’s guess.
What is certain, though, is that Britain and France
are the only two European nations with substantial military clout. They together account for
almost half the EU’s total defense spending. But
both have been severely diminished by decades of
cutbacks. So in reality, the EU’s shiny, new security policies rest on very shaky foundations.
The answer is clearly to reshape Europe’s capabilities and outreach to suit its new challenges.
Planners in the EU should therefore embrace
technologies best suited to asymmetric conflicts. So far, Europe’s generals have generally
downplayed or even ignored innovative weapons
systems, especially those based on drones, and
have also been slow to switch spending to cyber
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The answer is clearly to
reshape Europe’s capabilities
and outreach to suit its new
challenges.
defenses.
The way ahead is being pointed to by none other
than China. Derided for many years as overly
reliant on its huge manpower reserves, China is
moving into the forefront of drone technology.
In June of this year, it demonstrated a swarm of
120 interconnected drones that operate as a wolf
pack rather than individually. This may well signal
a revolution in military tactics and organization.
To underline the point, Beijing is planning reductions in its military personnel of 300,000 by 2018.
That’s something that Europe’s expensively maintained but undereffective armed forces might
wish to emulate. DN
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The common EU defense market – a
sea serpent about to become reality?

I

f the defense sector has always
due to strategic disparities among
been of crucial importance for
union members, the creation of a
the European project, the estabcommon defense market on the conlishment of a common defense martinent will continue to be haltered
ket has presented itself as a struggle.
if nothing is done to empower the
Ever since the era of the Cold War
defense industry within.
and the failure of the European
Hence, the cornerstone of any
Defence Community to fully emerge,
efficient industrial-military consorthe shadow of a common defense
tium is the promotion of research
market has not ceased haunting its
and development, the realization of
Brussels offices.
economies of scales, and the stanYet, nowadays, some encouraging
dardization of military production.
developments must be highlighted,
If achieved, such processes will
notably the signature of 23 member
provide the tools necessary to adstates as part of a joint notification
By ARNAUD THYSEN, Director dress the many security challenges
on Permanent Structured Cooperaahead. But behind the grandiloquent
General at the European Busition, or PESCO, fostering cooperastatements, the development of the
ness Summit
tion between member states in the
defense industry has remained largearea of defense and security. This
ly isolated from the elaboration of a
step forward is worth noticing in a world shakcommon defense market.
en by new dynamics in geopolitics; and it is an
It is therefore key to reinforce platforms of disechoing response to the words of the head of the
cussion between EU policymakers and industry
European Commission, Jean-Claude Juncker: “If
leaders. In particular, having written this before
Europe does not take care of its own security, no- the Dec. 4 European Defence Industry Summit,
body else will do it for us. A strong, competitive
the event is expected to bring together politics
and innovative defence industrial base is what
and business with the aim of developing and purwill give us strategic autonomy.” An innovation
suing common goals. By discussing the feasibility
policy of the 21st century is all the more needed
of a common defense market, both at a political
to address the challenges of modern warfare. The
development of a European Union common-deFor the common EU defense
fense market should be the tool enabling the
implementation of a forward-looking innovation
market to truly emerge,
policy on the continent.
the European Union and its
For the common EU defense market to truly
member states must do more
emerge, the European Union and its member
states must do more for the private sector. Infor the private sector.
deed, notwithstanding political obstacles, mainly
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and industrial level, the European Union is able to
mobilize the private sector around a common ambition, thus promoting a bottom-up approach. The
summit also represents the opportunity for NATO
and the EU to expose their views on the future of
the industry.
In addition, such discussions should allow
policymakers to translate their strategic needs
into real capabilities developed by the industry.
It gives a chance for industry experts to express
their concerns about the future of defense and
how strategic decisions may impact their longterm model for developments. Such a platform
enables the contribution of small and medium-sized enterprises, academia, and civil society
to the debate thanks to the varied organization of
numerous debates.
Of course the promotion of such a model of
innovation must result in the strict delimitation of
boundaries between public and private partnerships purposely to avoid, as expressed by former
U.S. President Dwight D. Eisenhower, the “rise of
misplaced power.” Where the limit in public-private partnership should be established ought to
have been one of the most debated topics at the
European Defence Industry Summit.
This being said, the lack of incentives toward
the private defense industry is maybe not the
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Where the limit in publicprivate partnership should be
established ought to have been
one of the most debated topics
at the European Defence
Industry Summit.
greatest threat to the creation of a common
market. In fact, the problematic components of
the situation run deeper within the continent and
lie in its lack of a common, grand strategy. Transnational terrorism, military buildup in Eastern
Europe and insecurity in North Africa reveal the
regional disparities of the European Union and
the difficulty for the industry to adapt, as each
threat requires a specific tactical response and its
own development scheme.
Such dilemma must be solved in order for the
industry to advance and to truly embrace the project of a common EU defense market. The definition of strategy has always been key to military
success; or as the author of “The Art of War,” Sun
Tzu, put it: “Strategy without tactics is the slowest route to victory. Tactics without strategy is the
noise before defeat.” DN
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The outlook for defense M&A

A

path that forecasters fregets to the early 2020s, and managequently take is to simply
ments and boards may either conconsider recent trends and
clude this is as good as it’s going to
then project these into the future.
get or that the best times for defense
For defense merger and acquisition
are still ahead in the future. Those
activity in 2018 and beyond, that
dispositions are what make deals for
certainly is one path to take, but it
buying or selling.
may ignore new or different forces
But there are other factors and
that shape how M&A could be used
issues that could alter the path of
by companies to improve their prosdefense M&A and they should be
pects in defense.
considered by contractors, their cusDefense M&A increased in 2017
tomers, suppliers and competitors.
compared to 2016, and it was comThe first factor is whether M&A can
prised of a mix of deals whose
enable defense contractors to better
rationale could be extrapolated into
ingest commercial technology. The
By BYRON CALLAN, Capital
2018 to divine what else could ocdisparity in defense versus commerAlpha Partners Manager Director
cur. The largest was the Northrop
cial research and development has
Grumman-Orbital ATK deal, which
only widened in recent years, and
underscored large primes’ desires to reposition
commercial is the driver in areas such as autonointo growth markets. (There were other large
my, data analytics and machine learning that are
deals, notably between United Technologies Corof keen interest to militaries. Partnerships and
poration and Rockwell Collins as well as Safran
ventures may be the better path here, as most
and Zodiac, but their rationale was mainly based
managements seem loath to consider entering
on commercial aerospace.) Consolidation contincommercial markets and there are valid security,
ued in defense services as exemplified by KeyW’s
overhead and cultural issues to consider.
purchase of Sotera and the deal between Vencore
Second is the preference for “Buy America.”
and DXC Technology. Private equity continued
U.S. defense firms have generally not been truly
to be a buyer and a seller. The Vencore deal is
multinational with globally distributed developone example of an exit, while Veritas’ purchase
ment and manufacturing operations. Supply-chain
of Harris’ government information technology
business is an example of a purchase. There were
The Vencore deal is one
lots of smaller bolt-on acquisitions to gain access
to technology, new customers or both.
example of an exit, while
Defense sector M&A could accelerate in 2018,
Veritas’ purchase of Harris’
and deals will be struck on the same rationale evgovernment information
idenced in 2017. Record-high stock prices and the
valuations they represent make share buybacks
technology business is an
less impactful. There inevitably are going to be
example of a purchase.
different views on the trajectory of defense bud-
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issues and potential blowback from Buy America” might result in more M&A activity geared
at accessing regional trade areas or individual
countries.
A third factor is whether there may be another
attempt to build a defense firm that is larger than
Lockheed Martin, which is the No. 1 ranked firm
by defense sales per Defense News’ “Top 100”
rankings. Large primes might again attempt to
merge, though the last time a deal like that was
tabled was in 1997 when Lockheed Martin tried to
buy Northrop Grumman. The U.S. Justice Department case blocking the AT&T deal to by Time
Warner suggests that government remains wary
of giving companies too much power over market
segments and there may be a read-through for
defense.
Portfolio simplification is a fourth factor, and
a related fifth factor is the culling of business
segments that may spur more commercial competition. In the case of the former, management
increasingly focus on what their companies do
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Commercial space and cloud
services are areas where
heritage defense firms will
face more competition from
firms with different business
models, risk tolerance and
cultures.
best and divest subpar performers or businesses
outside of core skills. This factor will become
more important as defense investors expect
growth. Commercial space and cloud services are
areas where heritage defense firms will face more
competition from firms with different business
models, risk tolerance and cultures. This could
trigger reassessment of what belongs in a defense
contractor’s business portfolio. DN
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Hybrid warfare and Ukraine’s
military industrial complex

T

hree years ago, Ukraine was
directly in the anti-terrorist operafacing an unexpected chaltion zone.
lenge – Russia’s military agFurthermore, we arranged the imgression. The annexation of Crimea
port of critical components and orgaand the first battles in Donbass were
nized the repair and manufacture
a total shock to the Ukrainian armed
of modernized military equipment
forces and the domestic defense insamples. Ukroboronprom heads for
dustry. At that time, defense and law
strategic partnership with Western
enforcement agencies were incapacountries and NATO-Ukraine deble of performing their tasks; weapfense-technical cooperation.
ons and military equipment were not
In 2015, Ukroboronprom began
ready for operational use; and the
implementing a new strategic task
military-industrial complex could not
– the State Defense Order. Ukrobmeet the needs of the Army.
oronprom enterprises launched
Unfortunately, over the past 25
By ROMAN ROMANOV, leader serial production of new military
years, Ukrainian defense enterprises of Ukroboronprom
equipment samples. The Army bereceived no orders from the state –
gan to receive sniper rifles, mortars,
more than half of the plants were
modernized tanks and new armored
practically closed. The main types of the military
personnel carriers manufactured in Ukraine.
equipment manufactured required Russian comThe next urgent task was set: to overcome the
ponents.
dependence on imported components from the
In 2014, we completely stopped our cooperation Russian Federation. To solve this problem, we
with the Russian defense industry, and Ukrobolaunched a large-scale import substitution proronprom received the task to provide the Army
gram to attract domestic reserves and set up
with necessary weapons and military equipment
cooperation within the country with enterprises
in the shortest possible time.
of any form of ownership.
First of all, we formed a new team of UkrobUkroboronprom representatives visited all
oronprom managers, who managed to quickly
regions of Ukraine, held meetings with governors
make qualitative changes and introduce the best
and discussed the issues of attracting the region’s
business and management practices. We replaced
industry to cooperation with Ukroboronprom.
about half of the directors of Ukroboronprom
As a result, enterprises from all regions of
enterprises, mainly those who failed to adapt
Ukraine began to join the import-substitution
their way of thinking to new realities; we initiated program implementation. As of today, 414 small,
repair and overhaul of the military equipment –
medium and large enterprises of Ukraine and
Ukroboronprom enterprises organized 55 mobile
200,000 specialists joined the process. In fact,
maintenance crews, restoring military equipment
Ukroboronprom has attracted the whole country
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to working on strengthening the Ukrainian Army
and the development of the country’s economy.
Furthermore, we renewed the workforce, attracted scientific and educational potential of
the country: memorandums of cooperation were
signed with 48 Ukrainian universities. Today, we
train young specialists: 8,000-plus students had
their practical training at Ukroboronprom enterprises and almost 600 of them are already working at our plants.
Memorandums of cooperation were signed with
30 institutes of the National Academy of Sciences
of Ukraine. Attracting talented Ukrainian scientists and young specialists resulted in 535 promising developments upon the anvil and 80 projects
that are already being implemented at Ukroboronprom enterprises.
We set ourselves to the task of expanding partnerships and implementing NATO standards for
all stages of armament life cycles. The work on
the introduction of the AQAP 2000 series standards at Ukroboronprom enterprises is launched.
The ISO 9001 system already operates at 73 percent for Ukroboronprom enterprises.
Ukroboronprom specialists actively participate
in multinational projects of the NATO concept
Smart Defence, as well as in the meetings of
the NATO-Ukraine Joint Working Group on Defence-Technical Cooperation.
In 2016, the development of the Ukroboronprom
reform strategy was launched. The state concern
Ukroboronprom held a meeting of a specially
established tendering committee, involving the
specialist of the Independent Defence Anti-Corruption Committee of Transparency International
Ukraine, to help select the international consulting company using a “competitive dialogue”
procedure. Thus, the concern started the process
of conducting an international audit. We launched
the next stage of Ukroboronprom’s reform. ImOutlook 2018

plementation of such a large-scale process – as
international audit and transformation of Ukroboronprom’s enterprises into joint stock companies
– will last for about two years.
As a result of military operations in the anti-terrorist operation area, 900-plus technical solutions
were introduced and implemented by Ukroboronprom engineers in the armored vehicles operated
by the Army, having significantly improved tactical and operational characteristics of the military
equipment and taking into account hybrid war
experience.
Today, the latest developments of our specialists are being used and tested in the anti-terrorist
operation zone. A good example is the unmanned
complex Spectator, developed by the specialists
of state concern Ukroboronprom, together with
scientists of the National Technical University
of Ukraine “Igor Sikorsky Kyiv Polytechnic Institute.” In May 2015, a contract for production
was signed. And in January 2016, the first batch
was transferred to Ukraine’s armed forces. This
high-tech product has been successfully used in
combat conditions for more than a year. The prototype of the new tactical UAV, Horlytsya, developed by the Ukrainian enterprises, successfully
performed its first flight.
Hybrid war in the east of Ukraine forced us –
taking into account combat experience – to develop unmanned equipment for performing various
tasks on the battlefield without putting our soldiers’ lives at risk.
Ukroboronprom withstood the challenge of the
war and in three years transferred about 16,000
units of weapons and military equipment to the
military. Thanks to the work of the entire defense
industry of Ukraine, our armed forces – from
combat-ineffective units in 2014 – turned into a
well-armed Army. DN
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Investing in our Collective Future

T

he defense industry faces
of the DoD and the political and
many challenges. These ingeopolitical uncertainties we all
clude political dysfunction
face. Part of that model is making
in Washington, a defense budget
substantial investments in our own
stretched by multiple demands,
business to support our customers,
on-going defense procurement
both the DoD itself and the primes.
reform, an aging defense industry
These investments serve to help us
workforce. We also continue to see
all address these uncertain times and
geopolitical instability that includes
ensure our company, remains relea resurgent Russia, Chinese milivant. As an example, over the past
tarization, a wounded but not defeatfive years, we have invested well
ed ISIS, a nuclear North Korea, Midover $700 million on modernizing
dle East instability and trouble spots
our existing manufacturing facilities
beyond including Niger in West-Cenwhile acquiring new capabilities that
tral Africa. All of this has created an By MARK ASLETT, president
add depth and breadth to what we
environment where now, more than and CEO of Mercury Systems
already do best: Build solutions in
ever, both the DoD and those who
support of key defense missions and
serve it, have to be smart, efficient
platforms.
and adaptive in how we deploy our resources.
But, as a tier 2 supplier, we can’t do everything.
Under the current pro-defense Trump adminisSo as we invest our own financial resources we
tration, with General James Mattis as Secretary of look to the overall aerospace and defense landDefense, and with both the Senate and the House
scape, and look at where the needs are and where
Armed Services Committee calling for increased
we can do the most good. For example, we have
defense spending levels, it would be easy to precontinued investment in the radar solutions marsume vastly improved levels of defense spending
ket, where we have over a 30-year heritage. But to
with increased flexibility on how to spend it.
grow, contribute and thrive we need to do more.
That assumption is flawed, however. The fact
Today, through our ongoing investment we are
is, the geopolitical threats outlined above will
heavily invested in addressing key needs around
persist regardless of defense spending levels. The
electronic warfare, and developing technologies
stubbornly partisan climate of Washington shows
in support of advanced smart munitions. We have
little sign of a thaw, and while there are some
also expanded our footprint into the key C4I
encouraging signs of more robust defense spendmarketplace, including platform management,
ing levels, we need to move forward, in the mean- safety-critical avionics, and processing solutions
time, with the funds we have available.
in support of battle management.
With this in mind, several years ago, Mercury
Why is all this important? Any well-run compaSystems embarked on its Next Generation Businy, particularly a commercially-based organizaness Model that is designed around the realities
tion like Mercury, needs to invest in their busi-

Outlook 2018

defensenews.com | 37

Outlook 2018 Sponsored Content

ness. For us, however, we believe our role is part
of a much larger set of challenges. One where
we are being asked by our customers to not just
innovate, but innovate affordably. To build solutions in support of key aerospace and defense
applications and help the primes and DoD deliver these solutions on time, with modularity, and
as part of open systems architectures. Today,
after years of halting progress, the trends of the
past twenty years are finally gaining momentum.
Innovations like open systems, new models of

Outlook 2018

defense procurement, modular solutions based
on open software models and solutions that are
“pre-integrated” to take some of the cost and time
challenges off the plate of the primes who have
overall platform responsibility.
Mercury Systems is clearly investing in its own
strategy and in our collective future – hence the
title of this article. We, along with all other tier
2 as well as tier 3 suppliers, are part of a much
bigger and more important challenge where our
collective success is in everyone’s interest. DN
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Innovation
That’s Affordable.
Mercury is creating avionics, mission
computing, electronic warfare, radar
and other ISR systems that are more
capable, interoperable and affordable
than ever before.

Mercury innovations help power
programs including:
• Aegis
• AH-64 Apache
• F-35
• Global Hawk
• Gorgon Stare
• MALD-J
• Patriot
• SDB-II
• SEWIP

Visit mrcy.com/challenges and download our whitepaper:
A Next Generation Business Model: Bridging The Gap In Support Of The Defense Industry

