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Introduction

Europe stands once again at a historic crossroads. The shock of the ongoing war in
Ukraine has ruptured the illusion—carefully nurtured since the 1990s—that the conti-
nent had moved beyond large-scale war. Instead, we are witnessing the return of inter-
state conflict, deep geopolitical rivalry, and the re-emergence of militarism as a central
organising principle of European politics. Governments across the continent justify
unprecedented military spending as an unavoidable response to security threats. Yet
these decisions are accompanied by profound ideological shifts: the elevation of the
military-industrial sector, the framing of social and economic policy through the lens
of national security, and the normalisation of exceptional measures that weaken our
democratic systems

Militarism is not simply an increase in defence budgets. It is a transformation of polit-
ical priorities, economic structures, and public discourse. It elevates competition over
cooperation, weaponry over welfare, and deterrence over diplomacy. Its consequences
extend far beyond state borders. Militarism heightens tensions, fuels arms races, di-
verts resources away from social and ecological needs, and strengthens the influence of
corporate actors who profit from the permanent production of insecurity. The left must
be clear about these dangers. A militarised Europe is not a stable or safe Europe; it is
one in which structural inequalities deepen, democratic accountability shrinks, and the
prospects for peace and human development recede.

This report situates Poland’s rapid rearmament within this wider European and global
shift. It examines the economic, political, and social implications of the new militarised
order, and it asks a fundamental question: What kind of future is being built when pub-
lic resources are channelled into weapons rather than welfare, green transformation, or
industrial renewal? The Polish left cannot ignore this question. Whatever attitude we
may have to the wars and causes of militarism it is not possible to combine the huge
growth in military spending and maintain or even increase social and welfare spending.
For example, it is projected that military spending in Poland in 2026 will exceed 47bln
zloty, i.e. around 4.81% of GDP. This is around 80% of the total health budget. With
public debt rising, the government is proposing 2.4bln euros in cuts to health spending,
which could include reintroducing limits on specialist consultations, cataract surgeries,
CT scans, and MRIs. The plan also caps free medicines for children (under 18) and
seniors (65+), ends the “Good Hospital Meal” pilot programme, and amends minimum
wage rules for healthcare workers. The choice is clear: welfare or warfare.
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The chapters that follow offer complementary perspectives on militarisation across dif-
ferent national contexts, all rooted in the long intellectual tradition of the left’s critique
of war and capitalism

Summary of the Contributions

Michal Menes analyses the macroeconomic impact of Poland’s military spending
from 1999 to 2025. He shows that while defence budgets have surged—especially after
2022—the economic multiplier remains low, import dependence high, and the benefits
to domestic industry limited. Militarisation, he argues, crowds out social spending,
increases public debt, and reflects a lack of strategic planning.

Malgorzata Kulbaczewska-Figat provides a comparative examination of Russia and
Poland. She outlines Russia’s transformation into a full war economy, with soaring de-
fence spending, expanded arms production, and pervasive militaristic propaganda. She
contrasts this with Poland’s rapid rearmament, political consensus for high military
budgets, dependence on foreign arms imports, and the growing social acceptance of
cuts to welfare in favour of defence. Her chapter illustrates how, despite being adversar-
ies, both Russia and Poland are shaped by similar dynamics of militarisation—where
war preparation dominates political priorities and social costs are obscured or ignored.

Gavin Rae situates contemporary militarism within the tradition of Polish left political
economy associated with Rosa Luxemburg, Michal Kalecki, and Tadeusz Kowalik. He
highlights how these thinkers understood military spending as unproductive, inequal-
ity-generating, and politically dangerous. Rae argues that their insights are crucial for
confronting today’s militarised European order.

Michael Burke examines the British case, showing how rearmament is intertwined with
long-term economic stagnation. Britain’s low investment, declining productivity, and
prolonged austerity mean that higher military spending will deepen—not reverse—its
structural weaknesses. Military budgets consume resources that could rebuild industry
or strengthen public services, reinforcing stagnation and inequality.

Nadia Garbellini, Joseph Halevi, and Gianmarco Oro analyse Italy’s rearmament,
demonstrating how it is driven by EU and NATO pressures rather than genuine na-
tional strategy. They show that Italian military spending intensifies fiscal pressures,
undermines welfare commitments, and diverts capacity from the country’s productive
sectors. The authors argue that militarisation reinforces Italy’s dependency within the
European political economy.

Cornelia Hildebrandt provides an overview of Germany’s rearmament and the shift-
ing positions of Die Linke. She traces how Germany’s €100-billionSondervermégen
marks a historic break with post-war military restraint and accelerates EU militari-
sation. Hildebrandt also examines debates within the German left, emphasising the
difficulty—but necessity—of articulating a principled anti-militarist stance in a rapidly
changing political environment.



The report concludes with an interview with Marc Botenga, MEP for the Workers’ Party
of Belgium. Botenga discusses the political economy of EU militarisation, the pressure
toward a “war economy, and the growing influence of the arms industry in European
policymaking. He argues that the left must build transnational alternatives, confront
the military-industrial complex, and defend a vision of security based on diplomacy;,
redistribution, and democratic control—not armament.

Building a Left Alternative to Militarism

The convergence of war, rearmament, and geopolitical tensions demands more than
passive critique. The left must articulate a clear alternative to Europe’s militarised tra-
jectory. That alternative begins with the recognition that true security is rooted in so-
cial justice: universal welfare, decent housing, strong public health systems, accessible
education an. d democratic workplaces. It requires massive public investment in green
transformation and infrastructure, not in weapons that generate no lasting economic
or social value.

Militarism threatens peace and stability. It deepens inequality, accelerates austerity, and
strengthens authoritarian tendencies. It shifts resources from human needs to destruc-
tive purposes and binds states ever more tightly to the priorities of arms manufacturers
and military alliances. In response, the left must champion diplomacy, de-escalation,
and collective security frameworks that prioritise cooperation over confrontation. And
it must show that a progressive economic alternative—rooted in investment, redistri-
bution, and democratic planning—is not only possible but essential.






Michat Menes!

The impact of military spending
on the Polish economy

1. The Macroeconomic Impact of Military Spending
on the Polish Economy Between 1999 and 2025

Military expenditure, as a component of a country’s fiscal policy, plays an important
role in shaping both its economic and strategic structures. For Poland, which experi-
enced an exceptionally dynamic political and geopolitical transformation after 1989,
decisions regarding defence financing have had not only political and military dimen-
sions, but also significant economic implications.

Two key periods are of particular importance:

o 1999-2004, when Poland was already a member of NATO but had not yet joined
the European Union; and

e 2004-2025, when Poland functioned as an equal member of both NATO and the
EU, integrating its economy with the West and modernising its military potential.

The last ten years are especially significant for this study, as this is when defence spend-
ing increased dramatically, reflecting changes in international relations in Europe.

The aim of this analysis is to present the macroeconomic impact of defence spending
on the Polish economy, taking into account the institutional context, the evolution of
the state budget structure, levels of investment, employment, and innovation potential.
Here, arms expenditure is analysed not only as a cost, but also as a potential stimulus
for the economy—particularly in the context of industrial policy, the development of
the defence sector, and the multiplier effect on GDP.

1 Michat Menes, PhD in economics, is an active mediator at the Ministry of Labor and Social Policy.
Previously, he represented Poland in the ESFE, Social Security, and Textiles Committees. He has worked
on numerous UN and EU programs. His areas of academic activity include macroeconomics, financ-
ing European integration mechanisms, and social dialogue.
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1.1 Defence Spending in the Context of NATO Membership,
1999-2004

In 1999, Poland formally joined the North Atlantic Treaty Organisation (NATO),
marking its first strategic step towards integration with Western security structures. At
the same time, the Polish economy was still consolidating after the transition from a
centrally planned to a market economy. GDP per capita during this period was among
the lowest in Central Europe, and both public and private investment levels were only
just stabilising.

Between 1999 and 2004, Poland’s military expenditure remained relatively low, fluc-
tuating between 1.8% and 2.0% of GDP? (see Chart 1). In nominal terms, it grew very
slowly: from approximately PLN 10.6 billion in 1999 to between PLN 11.8 and 13.0 bil-
lion in 2004. These expenditures were mainly allocated to army restructuring, training
in accordance with NATO standards, modernisation of equipment and infrastructure,
and logistics related to participation in NATO missions (the Balkans, Iraq, Afghani-
stan).’

1.1.1 Macroeconomic Impact in the First Years of NATO
Membership, 1999-2004

From a macroeconomic point of view, the impact of military spending on economic
growth was limited during this period. The military accounted for only a fraction of the
state budget, and the defence industry sector still did not play a strategic role in GDP.

Chart 1. Poland’s Defence Spending from 1999 to 2025

Wydatki Polski na obronnos¢ (1999-2025)
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Source: https://www.sipri.org/databases

2 “NATO - Topics: 49198 NATO, dostep 5 pazdziernika 2025, https://www.nato.int/cps/en/natohq/
topics_49198.htm

3 Michat Klos, “Financing the military. When did we reach 2% of GDP?”, Demagog, 9 June 2023, https://
demagog.org.pl/analizy_i_raporty/finansowanie-wojska-kiedy-osiagnelismy-2-proc-pkb/
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Under pressure to consolidate public finances, defence spending was treated as a ‘rigid’
area, one that did not bring direct economic returns. However, it is worth noting that
this period saw the beginning of the first long-term contracts with arms manufacturers
from the US, Germany and France, which indirectly influenced the structure of imports
and the development of expertise in the domestic industry. It was a period of relative
economic stability, and budget priorities focused more on infrastructure and internal
reforms than on rapid rearmament. This period was not marked by any real full-scale
military conflicts, and the political elite revelled in the idea of ‘the end of history, as
proclaimed in E Fukuyama’s book, which gave voice to the brief period of optimism
following the Cold War, believing that liberal democracy had reached its final form.*

Defence spending in Poland did not increase significantly, even after Poland’s accession
to the EU (see Chart 1).

1.2.1 Defence Spending After Poland'’s Accession to The EU, 2004-
2014

Between 2004 and 2014, Poland underwent a period of strategic transformation. After
joining NATO in 1999 and the European Union in 2004, Warsaw not only had to main-
tain its alliance commitments, but also undertake a major modernisation of its armed
forces. During this time, three significant changes took place in the Polish defence sys-
tem. There was a gradual increase in the defence budget - along with GDP growth, the
Ministry of Defence’s expenditure rose in absolute terms from around PLN 16 billion
in 2004 to over PLN 30 billion in 2014. Its share in GDP fluctuated around 1.8-2.0%,
making Poland one of the most consistent NATO members in terms of meeting its
spending commitments.

The Polish Armed Forces also underwent professionalisation - in 2009, conscription
was finally abolished, transforming the army into a professional formation. This re-
quired significant resources to be allocated to professional soldiers, their salaries, social
benefits, and the training system. In 2009, the EU also formally established the Com-
mon Security and Defence Policy (CSDP) as part of the Common Foreign and Security
Policy (CFSP), which was incorporated into Community law by Articles 42-46 of the
Treaty on European Union (TEU) Lisbon Treaty of 2009.°

During the period under review, Poland actively participated in NATO, UN, and EU
missions, the most significant of which were: the operation in Iraq (until 2008), the
operation in Afghanistan (2002-2014), and a number of missions under the CSDP.
Poland participated in EUFOR Althea (Bosnia and Herzegovina), EUFOR Chad/RCA
(Chad and the Central African Republic), EUTM Mali (training mission), maritime
operations such as Atalanta (protection of maritime routes off the coast of Somalia),
and EU Battle Groups - Poland has repeatedly deployed contingents as part of regional
cooperation (e.g. with the Visegrad Group countries).

4 rancis Fukuyama, The End of History and the Last Man (Warsaw: Wydawnictwo, 1992).
5 Treaty on European Union (consolidated version, OJ C 326/13 of 26 October 2012) - Articles 42-46
TEU
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Unfortunately, it is not possible to determine Poland’s financial involvement in EU mis-
sions. Poland does not publish a separate breakdown of CSDP mission costs. In budget
reports, these expenses are included collectively in the category “participation in for-
eign missions”, alongside NATO and UN missions. However, estimates indicate that
the costs of EU missions accounted for only a few per cent of the total funds allocat-
ed to foreign missions. For comparison, the annual cost of operations in Afghanistan
amounted to over PLN 1 billion, while EU missions cost between several million and
several dozen million zlotys per year..

However, key investment areas can be identified during the period under analysis.

Firstly, modernisation measures — technical modernisation. The most important in-
vestment item was capital expenditure, i.e. purchases of new military equipment, weap-
ons, and command systems. In 2013, this accounted for 26.2% of the total budget, and
in 2014, 25.7%.

The largest investment programmes during this period included:

o the purchase of 48 F-16 aircraft (contract from 2003, deliveries until 2008);

+ Rosomak wheeled armoured personnel carriers (assembled in SiemianowiceSlask-
ie);

o the helicopter programme (although it had not yet been finalised in 2004-2014);

o communications and command systems (digitisation, radio stations, command
centres);

« modernisation of air defence (short- and medium-range missile systems - the
Wista and Narew programmes, although the actual contracts were not signed until
after 2014).

Secondly, a significant part of the budget was absorbed by the costs of running the
army, including:

o salaries and allowances for professional soldiers;

« social expenditure (military pensions, accommodation, healthcare);

« logistics, infrastructure maintenance, and the day-to-day operations of units.

Thirdly, foreign missions, mainly carried out within the framework of NATO and the

UN, also constituted an element of the budget:

o Iraq (2003-2008) — command of the multinational central-southern zone, deploy-
ment of several thousand soldiers on a rotational basis, with costs amounting to
hundreds of millions of zlotys per year;

o Afghanistan (2002-2014) - the largest Polish expeditionary operation since 1945,
with costs exceeding PLN 6 billion for the entire period of involvement;

o UN missions (Lebanon, Syria, Africa);

o EU missions (CSDP) - as mentioned above.

Fourth, research and development. Part of the expenditure was allocated to research
projects related to defence technologies, e.g. missile programmes, unmanned sys-
tems, and the development of the Polish defence industry (Huta Stalowa Wola, Bu-

6 A. Radomyski, “Defence expenditure in Poland in 2004-2013,” ZeszytyNaukowe AON 4 (2014). ;M.
Madej, “The defence budget and its allocation in 2010-2016, Defence Science Review 2 (2017).
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mar, WojskoweZaklady Lotnicze). However, there is no detailed financial data for
this.

Table 1 shows a breakdown of expenditure by area of military investment for each year
of the period 2004-2014.

Table 1; Poland’s defence expenditure 2004-2014 broken down by year and area of investment

Defence
Year |expenditure (PLN | % of GDP Areas of investment
billion)

2004 16.0 19 Start of major modernisation programmes (F-
16, Rosomak).

2005 174 19 Qontlnuatlon of equipment purchases,
infrastructure development.
Increase in expenditure on technical

2006 19.1 1.9 modernisation; missions in Iraq and
Afghanistan.

2007 0.3 19 Rising costs .Of fgrelgn operations, expenditure
on communications and command.

2008 220 19 Commitment in Afghanistan; last year of
presence in Iraq.
Professionalisation of the army - abolition

2009 24.5 1.9 of conscription; increase in personnel
expenditure.

2010 26.5 19 ngh share of costs rel.ated to s.alarles,
maintenance and foreign missions.

2011 277 19 Investments in modernisation, development of

) ' the defence industry; costs of Afghanistan.

2012 29.6 19 Contlnuatlon of modernisation, preparations

for air defence programmes.
31.2 (+0.2 other Approx. 26% of the budget for investments;
2013 1.9 . .
parts) large expenditure on equipment.

Plan PLN 32 billion, including a reserve for

2014 | 28303 'tZ)Other 19 | modernisation; NATO, UN and EU (CSDP)

P missions.

Source: M. Madej, Defence budget and its allocation in 2010-2016, Defence Science Review 2/2017. UN Data
/ World Bank - Military expenditure (% of GDP), Poland. Ministry of National Defence budget reports (part
29 of the Budget Act, ‘National Defence’).

1.2.2 Defence Expenditure in the Period 2015-2025

This period can be divided into two main stages:

(a) 2015-2021:

During this time, expenditure grew as part of successive modernisation plans, notably
the Polish Technical Modernisation Programme (PMT) 2017-2026 and the landmark
PMT 2021-2035. The increase in spending during this period was influenced, among
other factors, by Russia’s occupation of Crimea in 2014.

- 13-



(b) 2022-2025:

Following Russia’s aggression against Ukraine, the pace of growth accelerated, accompa-
nied by a structural change in the financing model, the scale of orders, and the profile of
the armed forces.

It is worth noting that after 2014 (Russia’s annexation of Crimea), there was a steady
increase in expenditure. For example, in 2019, a 15-year Technical Modernisation Plan
(2021-2035) was approved for approximately PLN 524 billion (earmarked for equip-
ment expenditure), which already heralded a long-term qualitative and quantitative
leap.”

The year 2022 marked a turning point: on 11 March 2022, the Sejm passed the
Homeland Defence Act, which established the legal basis for the development of the
Polish Armed Forces. Crucially, it also opened up a new path of financing through
the Armed Forces Support Fund (FWSZ), managed by Bank GospodarstwaKra-
jowego (BGK), based in part on the issuance of bonds to finance long-term arma-
ment programmes. This enabled a rapid increase in expenditure and the signing of
large, multi-stage contracts, theoretically without straining the central budget in a
given year.®

In 2024-2025, Poland became the NATO leader in terms of the share of GDP allo-
cated to defence (approximately 4.1% of GDP in 2024; estimates of 4.7% in 2025), as
confirmed by NATO, SIPRI, and numerous studies. The government has continued its
policy of high spending following the change of power in December 2023. There is also
a public debate on enshrining at least 4% of GDP in the Constitution for armaments,
and calls for defence spending to reach 5% in the coming years.’

Events beyond Poland’s eastern border also led to the concept of the “Eastern Shield”
- a long-term programme to fortify and strengthen infrastructure on the border with
Belarus and Russia, with a budget of over PLN 10 billion and the ambition to co-fi-
nance it under EU initiatives. This concept is a new, “terrain-engineering” component
of Polish defence spending, complementary to equipment purchases. Its main purpose
is to deter tanks, as well as to monitor and protect airspace.'

1.2.2.1 Dynamics and structure of expenditure

Before 2022, Poland’s military expenditure fluctuated around or slightly above 2% of
GDP, with ongoing modernisation efforts and a reduction in “modernisation debt” (for
example, after 2018, a contract was signed for the purchase of Patriot missiles). The

7 “524 billion PLN for the modernisation of the Polish Army by 2035, Ministry of National Defence,
10 October 2019, https://www.gov.pl/web/obrona-narodowa/524-miliardy-zlotych-na-modernizac-
je-wojska-polskiego-do-2035-roku ;

8 Act of 11 March 2022 on the defence of the homeland from as amended (Journal of Laws of 2024,
item 248, consolidated text)

9  “Defence Expenditure of NATO Countries (2014-2025),” NATO, 28 August 2025, https://www.nato.
int/cps/en/natohq/news_237171.htm.

10 Reuters, 27 May 2024, https://www.reuters.com/world/europe/poland-fleshes-out-details-plan-beef-
up-eastern-border-2024-05-27/
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groundbreaking PMT 2021-2035 programme (PLN 524 billion) formally preceded the
surge in purchases after 2022."

However, after 2022, there was a jump in military expenditure to around 4.1-4.2% of GDP,
according to Stockholm International Peace Research Institute (SIPRI), NATO, and media
sources. The government reported that it stood at 4.7% in 2025, with the draft budget for
2026 projecting an increase to 4.8%. In nominal terms, SIPRI estimates that military spend-
ing totalled USD 38 billion in 2024, representing a year-on-year increase of 31%.'>

Real growth was evident in 2015-2021. However, the period from 2022 to 2025 ac-
counts for the largest part of the surge, both as a share of GDP and in absolute terms.
This increase is directly related to the war in Ukraine and heightened perceptions of the
threat from Russia."*These expenditures are aggregated in Table 2, which also indicates
the main purpose of the investments.

Table 2; Poland’s Defence Expenditure — Part 29 “National Defence” (2015-2025)

Total
Year expenditure | % of GDP Comments
(PLN billion)

2015 37.11 2.23 Start of PMT implementation.
Expenditure fell in nominal terms but remained

2016 35.30 2.01 at 2% of GDP.

2017 36.70 501 Preparations for major acquisitions (Wista,
Homar).

2018 41.85 205 Techmcal modernisation act; Patriot agreement
(Wisla I).

2019 43.44 2.02 Contracts for HIMARS and Black Hawk.

2020 51.55 220 Higher expenditure on armoured and artillery
programmes.

2021 58.13 294 Budget ~PLN 57.5 billion; development of the
Territorial Defence Force.

2022 57.08 2.20 Homeland Defence Act - target of 3% of GDP.

2023 97.08 3.90 Sha'rp increase following Russias aggression
against Ukraine.
Record budget for the Ministry of National

2024 158.00 4.20 Defence; Abrams, K2, K9, F-35, WOT.

2025 (plan) 186-187 470 Lar.gest budget in hlstqr)c further investments in

artillery, armoured vehicles and aviation.

Source: World Bank / UN Data - Military expenditure (% of GDP, Poland), Supreme Audit Office (NIK)
— reports on the implementation of the state budget, including section 29 “National defence”, Starnczyk J.,
Pielaszkiewicz M., Structure of defence expenditure in 2015-2023, files.4medicine.pl

11 Ministry of National Defence of the Republic of Poland, “524 billion zloty for the modernization of
the Polish Armed Forces by 2035, accessed October 4, 2025, https://www.gov.pl/web/obrona-naro-
dowa/524-miliardy-zlotych-na-modernizacje-wojska-polskiego-do-2035-roku?.

12 SIPRI, “Unprecedented rise in global military expenditure as European and Middle East spending
surges,” accessed October 4, 2025, https://www.sipri.org/media/press-release/2025/unprecedent-
ed-rise-global-military-expenditure-european-and-middle-east-spending-surges?.

13 NATO, Defence Expenditure of NATO Countries (2014-2025), August 28, 2025, accessed October 4,
2025, https://www.nato.int/cps/en/natohq/news_237171.htm?utm
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The structure of expenditure presented in Table 2 highlights several areas of investment
in broadly defined armaments. After 2022, the emphasis shifted from modernisation
alone to a parallel expansion in terms of personnel, training, and reserves. Expendi-
ture on salaries, allowances, training, and the maintenance of training infrastructure
(including voluntary forms of service) increased. This included, for example, the Ter-
ritorial Defence Forces. In 2025, the media reported tens of thousands of volunteers
participating in training programmes, which was intended to support the government’s
concept of large-scale reserves.'*

A significant portion of the post-war financial stimulus was allocated to logistics,
repairs, spare parts, and the replenishment of ammunition stocks (which increased
following the transfer of equipment to Ukraine). International contracts for support
and training packages are also evident—for example, in 2025, approximately $2 bil-
lion was allocated for support for Patriot systems (logistics, training, and mainte-
nance).?

A new, distinct category of expenditure has been fortification and engineering infra-
structure along the border (integrated fortifications, barriers, decentralisation of sup-
plies, sensors, communications, and countermeasures against drones), with the cost of
the so-called “Eastern Shield” estimated at PLN 10 billion.

However, the largest and most visible increase concerns capital expenditure: the acqui-

sition of new weapons, destructive technologies, and reconnaissance and command

systems. Key developments include:

 Air/Missile Defence — Wista/Patriot
Phase I signed on 28 March 2018 for USD 4.75 billion - at the time, the largest
contract in the history of the Polish Armed Forces. In 2023, the programme was
extended with US approval for 48 launchers and hundreds of PAC-3 MSE missiles.
In 2025, a framework support contract worth approximately USD 2 billion was con-
cluded.'s

o Aviation - F-35A
On 31 January 2020, a contract was signed for 32 aircraft, including training
and logistics, for approximately USD 4.6 billion. The first aircraft for Poland
took off in 2024, and in 2025, the US authorised a potential operational support
package."”

o Attack Helicopters - AH-64E Apache

I n August 2024, Poland signed a contract with Boeing for 96 helicopters, with an
estimated value between USD 10-12 billion. Offset programmes with Boeing and
GE were concluded simultaneously. This purchase marks a significant quantitative

14 Barbara Erling, “Fearful of Russian aggression, Poles flock to military training,” Reuters, 13 Sep-
tember 2025, https://www.reuters.com/business/aerospace-defense/fearful-russian-aggres-
sion-poles-flock-military-training-2025-09-13

15 “Poland signs $2bn air defence deal with US,” Notes from Poland, 1 April 2025, https://notesfrompo-
land.com/2025/04/01/poland-signs-2bn-air-defence-deal-with-us/

16 Rafal Lesiecki, “Wista and Patriots for $4.75 billion. Contract signed,” Defence24, 28 March 2018,
https://defence24.pl/polityka-obronna/wisla-i-patrioty-za-475-mld-dolarow-kontrakt-podpisany

17 TJarostaw Adamowski, “Poland inks $4.6 billion contract for F-35 fighter jets,” Defenice News, 31 January
2020, https://www.defensenews.com/global/europe/2020/01/31/poland-inks-46-billion-contract-for-
f-35-fighter-jets/
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and qualitative leap in aviation capabilities. However, detailed information on the

value of the offset investments is not available.'®

Rocket Artillery - HIMARS and Chunmoo (Homar-K)

In February 2023, the US approved a potential sale of weapons and munitions

worth up to USD 10 billion. Simultaneously, Poland acquired K239 Chunmoo sys-

tems from South Korea. The first major agreement was signed in 2022, followed by
another in April 2024 for 72 launchers worth approximately USD 1.6 billion."”

Combat Vehicles and Barrel Artillery - K2 MBT / K9 SPH / FA-50

In 2022, the Ministry of National Defence signed a large contract with a fast deliv-

ery schedule and provisions for adapting the equipment to Polish military require-

ments. In 2025, a second major contract was signed for 180 K2 tanks (approx. USD

6.5 billion), with production in Poland.

- Krab 155 mm: Significant domestic orders, including ~PLN 10 billion in Decem-
ber 2023 for 152 units.

- Borsuk IFV: Transition to serial production — 111 units for PLN 6.57 billion
(March 2025), as the first implementation package under a programme ulti-
mately covering over a thousand vehicles and specialised variants.*

Ammunition and Weapons for Aviation

In 2024, the US approved the sale of AARGM-ER (extended-range anti-radar mis-

siles) for approximately USD 1.275 billion, aimed at strengthening Poland’s air ca-

pabilities.”!

Investments in National Systems — UAVs and Short-Range Air Defence

In 2024, there was a surge in orders for PIORUN missiles, manufactured by Polish

MESKO/PGZ plants. Increased sales of the KRAB system boosted domestic indus-

try turnover, including exports. These systems are widely used in Ukraine. In 2025,

a major contract was signed for the sale of PIORUN missiles to Sweden.*

The radical increase in arms financing between 2022 and 2025 required a specific ap-
proach to managing state expenditure. The most significant development was the in-
troduction of a hybrid financing architecture for the Ministry of Defence budget, im-
plemented through the Armed Forces Support Fund (FWSZ), managed by Bank Gosp-
odarstwa Krajowego. In 2022-2023 alone, the Fund financed approximately one-third
of the resources allocated to modernisation tasks—estimated at PLN 37-38 billion. The
Fund operates by issuing bonds and is authorised to finance projects stemming from
both the Armed Forces Development Programme and the Technical Modernisation
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Dominic Perry, “Poland finalises order for 96 Apache attack helicopters,” FlightGlobal, 13 August
2024, https://www.flightglobal.com/helicopters/poland-finalises-order-for-96-apache-attack-helicop-
ters/159561

Mike Stone and Rhea Binoy, “U.S. approves up to $10 billion sale of HIMARS rocket launchers, am-
munition to Poland,” Reuters, 7 February 2023, https://www.reuters.com/business/aerospace-defense/
us-approves-sale-up-10-bln-sale-himars-rocket-launchers-ammunition-poland-2023-02-07/
“Poland signs contract to purchase more South Korean tanks,” Reuters, 1 August 2025, https://www.reu-
ters.com/markets/emerging/poland-signs-contract-buy-more-south-korean-battle-tanks-2025-08-01
Stawomir Adamowski, “Poland to spend $2.9 billion on missile equipment from South Korea and the
US,” Defence News, 25 April 2024, https://www.defensenews.com/global/europe/2024/04/25/poland-
to-spend-29-billion-on-missile-equipment-from-south-korea-us/

“Sweden buys Piorun air-defence systems from Poland in €274 million deal,” Notes from Poland, 12
September 2025, https://notesfrompoland.com/2025/09/12/sweden-buys-piorun-air-defence-sys-
tems-from-poland-in-e272-million-deal/
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Plan (PMT).Notably, in 2022-2023, financing from the FWSZ accounted for around
38% of the total funds allocated to planned tasks, out of a total expenditure of approx-
imately PLN 97.3 billion. The expansion of financing sources was enabled by a legis-
lative amendment in August 2022. This financial engineering allowed repayment obli-
gations to be deferred, enabling the most urgent purchases to be made more rapidly.”

2. The Macroeconomic Impact of Polish
Government Spending (2004-2025) in the
Context of Ongoing Armament Processes

2.1 Armament and the Polish Economy as an EU Member
(2004-2014)

Poland joined the European Union in 2004 as a country undergoing a challenging ne-
oliberal transformation. The reforms of the 1990s helped establish a market economy
but also led to high unemployment, social stratification, and the deindustrialisation of
many regions.”* In this context, maintaining high military spending was controversial.
On the one hand, it was intended to strengthen national security and international
prestige; on the other, it meant that billions of zlotys annually were not being allocated
to social needs such as housing, healthcare, or poverty reduction.

However, Poland benefited from substantial EU funding—over €67 billion between 2007
and 2013*—which, in effect, relieved the national budget from financing certain civil
investments. This enabled the government to sustain relatively high military spending
while simultaneously modernising civil infrastructure. Between 2004 and 2014, Poland
spent an average of around 2% of its GDP on defence, placing it above the EU average
of approximately 1.3%?. These expenditures included both personnel costs (salaries and
military pensions) and investments in equipment modernisation (see Table 1).

2.1.1 The Arms Industry and the Labour Market

Between 2004 and 2014, the Polish defence industry underwent significant transfor-
mation. Many facilities, previously part of state-owned holding companies (such as
Bumar), faced financial difficulties, outdated technologies, and declining competitive-
ness in international markets.” In response, the government initiated a restructuring
process that included:

23 “Armed Forces Support Fund,” Bank GospodarstwaKrajowego, accessed 4 October 2025, https://www.
bgk.pl/programy-i-fundusze/fundusze/fundusz-wsparcia-sil-zbrojnych/

24 D. Ost, The Defeat of Solidarity: The Social Roots of the Collapse of Polish Liberalism (Warsaw: MUZA,
2007).

25 Ministry of Infrastructure and Development, Summary of the use of EU funds 2007-2013 (Warsaw:
2014).

26 Eurostat, “Government expenditure by function - COFOG;” 2015.

27 J. Szymanski, “Restructuring of the Polish defence industry,” Scientific Journals of the National Defence
University, no. 4 (2010).
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The sale of the civilian division of Huta Stalowa Wola in 2012
Workforce reductions in less profitable plants

The search for new foreign and technological partners

The establishment of the Polish Armaments Group (PGZ)

A key milestone was the creation of PGZ in 2013%, consolidating over 60 companies
and employing approximately 19,000 people®. The goal was to improve management
efficiency, coordinate production, and strengthen Poland’s bargaining position with
foreign contractors.

Mainindustrialcentresincluded:

Huta Stalowa Wola (HSW):

Played a central role in artillery modernisation. Between 2004 and 2014, it develo-
ped the Krab self-propelled howitzer, Rak mortar, and Langusta launcher. The 2012
restructuring allowed HSW to focus exclusively on military production.

PZL Mielec and PZL Swidnik:

PZL Mielec (owned by the American Sikorsky company since 2007) and PZL Swid-
nik (owned by the Italian AgustaWestland group since 2010) became key aviation
production hubs. They manufactured Black Hawk helicopters and civil-military air-
craft, integrating Polish industry into global supply chains.*

Arms Factories in Radom and Bumar

The Lucznik Metal Works in Radom, known for small arms production, underwent
a difficult restructuring, with part of its operations transferred to the newly esta-
blished Lucznik Arms Factory in 2011.*'Bumar, once Poland’s largest arms holding
company, faced financial issues and was absorbed into PGZ, losing its independent
status.

Between 2004 and 2014, the arms industry employed tens of thousands of people, Key
plants included:

PGZ consolidatedapproximately 19,000 jobs

HSW retained several thousand employees focused on military production

PZL Mielec and PZL Swidnik employed several thousand in aviation *

Despite restructuring,Radom and Bumar maintained hundreds of jobs in weapons
and heavy equipment production

Although restructuring led to job reductions in some facilities, the defence sector re-
mained a stable—if not highly dynamic—employer, particularly in regions with limited
alternative employment opportunities.

28
29

30
31
32

Ministry of the Treasury, Strategy for the consolidation of the Polish defence industry (Warsaw: 2013).
Supreme Audit Office, Information on the results of the audit of the consolidation of the Polish defence
industry (Warsaw: 2016).

ZL Mielec, History of the plant and production, internal materials.

NSZZ Solidarno$¢ Radom, Report on employment in arms factories (Radom: 2012).

NSZZ Solidarno$¢ Radom, Report on employment in arms factories, Radom 2012.
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2.1.2 Impact of Armaments on the Economy and Innovation
The defence industry plays a dual role:

1. Economic - Orders from the Ministry of National Defence stimulate the develop-
ment of related sectors such as metallurgy, electronics, and transport.

2. Technological — The advancement of modern artillery and aviation systems enhan-
ces the innovative potential of the broader economy.

However, when examining the period from 2004 to 2014, it is difficult to clearly iden-
tify a positive impact on these factors. Most major investments commissioned by the
Ministry of National Defence were awarded to foreign contractors (see Table 1).

A significant portion of defence spending consists of capital expenditure (e.g. equip-
ment purchases), which often involves the import of components, licences, or entire
units of foreign-made equipment. While a rough estimate suggests that a substantial
share of this equipment—such as aircraft, defence systems, and electronics—was im-
ported or based on foreign technology/licences, there was also considerable domestic
production (e.g. at Huta Stalowa Wola, PZL, Bumar, etc.). However, many of these do-
mestic plants relied on imported components.

It can therefore be speculated that in some years, 45-70% of capital expenditure on
equipment was linked to imports.*

2.1.3 EU Programmes as Financing Instruments - Dual-Use
Sectors

Dual-use sectors are those areas of technology and the economy where the line between

“civilian use” and “military use” is blurred. They include aerospace, nuclear energy, ICT,

robotics, biotechnology, and advanced materials, and represent areas where civilian

innovation directly feeds into military capability. Currently, these include, for example:

o Aerospace industry; civil: passenger aircraft, communication satellites, GPS sys-
tems; military: combat aircraft, reconnaissance satellites, missile guidance systems.

o Energy and nuclear technologies; civil: nuclear power plants, nuclear medicine,
scientific research; military: nuclear weapons, fissile materials for military purposes.

o Information and communication technologies (ICT); civilian: the internet, smart-
phones, cloud systems, Al in business; military: cyberattacks, electronic intelligence
systems, artificial intelligence in defence.

» Robotics and automation; civilian: factory robots, delivery drones, robotic medici-
ne; military: combat drones, sapper robots, autonomous weapon systems.

» Biotechnology and medicine; civilian: vaccines, genetic engineering, therapies; mi-
litary: potential use in biological weapons or biological defence.

o Advanced materials and nanotechnology; civil: new materials in construction, elec-
tronics, transport; military: light armour, stealth technology, materials for hyperso-
nic weapons.

33 Ministry of National Defence, Report on the state of the Polish Armed Forces 2009-2014.
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« Transport and logistics

The European Union has funded dual-use technology research projects. These research
programmes include the 7th Framework Programme (FP7, 2007-2013) and its succes-
sor Horizon 2020 (2014-2020) - formally civilian in nature, but a significant propor-
tion of the projects funded under them had so-called dual-use potential. This means
that the results of the research could be used in both the civilian and military sectors.

FP7 covered several thematic priorities: ICT, nanotechnologies, new materials, energy,

transport and security. Under the theme of ‘Security), research was funded on border

surveillance systems, reconnaissance, cyber threat protection and critical infrastruc-

ture resilience. Although the projects were formally civilian, many of them provided

technologies useful for defence. Horizon 2020 continued along this path, funding re-

search into artificial intelligence, big data, robotics, unmanned aerial systems, sensors,

satellite communications and composite materials, among other things. Many of these

technologies have been used in drones, command and communication systems and

cyber defence.Examples of dual-use areas:

« Unmanned systems and robotics — developed for logistics and agriculture, but with
the possibility of use in military reconnaissance.

o Satellites and Earth observation (GMES/Copernicus) - initially for environmental
monitoring, but also for strategic reconnaissance and operational planning.

+ Cybersecurity - technologies developed to protect the data of businesses and public
administration are directly relevant to cyber defence.

« New materials and nanotechnologies - intended for civilian industry, but with ap-
plications in ballistic shields, sensors and stealth systems.

Impact on the defence industry

Participation in FP7 and Horizon 2020 projects has allowed the defence industry in
Europe, including Poland (e.g. PGZ, research institutes, technical universities), to gain
access to research funding that would not have been possible under strictly national de-
fence budgets. This created a kind of bridge between the EU’s civil research policy and
the development of the defence capabilities of Member States. These experiences were
one of the arguments for the establishment of the European Defence Fund (EDF) after
2017, which now directly finances research and development in the field of defence.*

Let us look at examples of dual-use projects funded under FP7/Horizon 2020 in Po-

land:

« SECTRONIC - research on integrated transport security systems (dual-use: protec-
tion against terrorist attacks, military logistics).

« MARISS - use of satellites for sea monitoring (dual-use: maritime border security,
reconnaissance).

34 Karampekios N., Oikonomou I. (eds.), The European Union and the Security-Industrial Complex,
Routledge 2015 ; European Commission, FP7 Security Research Programme, Brussels 2013. ; Euro-
pean Commission, Horizon 2020 - Secure Societies: Protecting freedom and security of Europe and
its citizens, Work Programme 2018-2020.
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o DRONET - communication and sensor technologies for unmanned aerial systems.
» CYSPA - protection against cyberattacks on critical infrastructure.

However, the effects of Poland’s participation in the above-mentioned EU programmes
were negligible, and there is a lack of measurable financial data for individual countries
due to the international consortium nature of the projects. Poland has been marginal-
ised in leading projects, with large corporations from France, Germany, Italy and Spain
dominating. The problem for Polish participants in the programmes was the poor com-
mercialisation of results and the fragmentation and duplication of research between
scientific units and the project consortia themselves.*

2.1.4 Multiplier effect in 2004-2014

Public expenditure includes, from an economic perspective, the defence sector, which
acts as a stabiliser in regions affected by unemployment and deindustrialisation. How-
ever, it should be emphasised that high military spending has an opportunity cost - it
limits social investment opportunities and perpetuates the industry’s dependence on
government contracts.

Chart 2. Multiplier Effect of Military Expenditure for Poland for 2004-2014
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Source: GDP (real annual growth): [GUS Statistical Yearbook 2005-2015], Military expenditure (% of GDP):
Ministry of National Defence, SIPRI Military Expenditure Database

Note: For each year, the level of military expenditure as a percentage of GDP was compared. Real GDP gro-
wth and known multipliers from the literature were taken into account. Values in the range of 0.6-0.65 were
adjusted for Poland, with a correction for the outflow effect (equipment imports), which lowered the value of
the multiplier.

35 Fiott D., The EU and Defence Industrial Development: Lessons from FP7 and Horizon 2020, EUISS
2019.
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Research by the OECD and the International Monetary Fund shows that military
spending has one of the lowest multipliers among all categories of public spending -
estimated at 0.6-0.9, while for infrastructure investments it is 1.5-2.0. In the case of
Poland, the fiscal multiplier for military spending in 2004-2014 was even lower due
to the strong import dependency of purchases. In short, the fiscal multiplier measures
the extent to which an increase in public spending translates into an increase in gross
domestic product (GDP). In the context of military spending, this multiplier indicates
whether defence investments stimulate the real economy and to what extent.*

Between 2004 and 2014, the estimated multiplier effect of military spending in Poland
averaged around 0.62, with a downward trend in the middle of the period (the lowest
level of around 0.58 was recorded in 2011). It did not exceed 0.65, which clearly indi-
cates the low stimulatory effectiveness of this expenditure compared to, for example,
infrastructure investments (where the multiplier was as high as 1.5-2.0).

As shown in Chart 1, military expenditure had a limited impact on GDP growth in
Poland during the period in question, and most of the funds did not generate strong
secondary effects in the economy (low share of domestic companies, arms imports, low
innovation in the sector).

3.1 Military Spending and the Polish Economy as an EU
Member (2015-2025)

The last decade (2015-2025) has seen an unprecedented increase in military spending
in Poland. These decisions were driven by the geopolitical transformation of Central
and Eastern Europe, intensifying international tensions (the annexation of Crimea, the
war in Ukraine, US-China rivalry), and pressure from NATO allies. In line with its po-
litical declarations, Poland exceeded the 2% GDP threshold for defence, reaching over
3.9% of GDP in 2023, placing it among the top NATO countries in terms of military
spending.

Between 2015 and 2023, Poland recorded stable GDP growth, except during the pan-
demic recession (2020). However, analysis of the data shows that there is no strong cor-
relation between the growth in military spending and GDP growth. On the contrary:
between 2022 and 2023, spending increased by 80%, while real GDP grew by only 1.1%
and 3.7% respectively (see Table 2).

3.1.1 The Arms Industry and the Labour Market.

As already mentioned, the Polish defence sector consists mainly of state-owned en-
tities grouped around the Polish Armaments Group (PGZ S.A.), established in 2013.
The group includes, among others, Huta Stalowa Wola, PZL Mielec, Mesko, WZL, and
PIT-RADWAR. Between 2015 and 2023, PGZ implemented domestic projects and par-

36 OECD Economic Outlook (2022), ‘Fiscal multipliers reflect the sensitivity of output to changes in fiscal
policy. They are typically higher during recessions and lower in boom periods’
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ticipated in armed forces modernisation programmes. At the same time, many large
contracts—such as the purchase of F-35s, HIMARS systems, and Abrams tanks—were
carried out outside the domestic industry, which limited the direct impact of these ex-
penditures on the Polish labourmarket.’”

According to data from PGZ, the largest Polish employer in the defence sector, the
group employed approximately 16,500 people in 2015.%® This had increased to approx.
20,000 in 2022, of which around 75% were production and technical employees. Ac-
cording to estimates, this number may reach 22,000-24,000 people in 2025, mainly due
to an increase in domestic orders after 2022.%

In addition to direct employment in defence companies, the sector also generates jobs:
o in supply chains (foundries, electronics, logistics),

o in specialist services (certification, testing, IT),

o inresearch and development (R&D).

According to estimates by the Institute for Structural Research, one job in the defence
industry generates approximately 1.3—-1.5 jobs in related sectors. Total employment in
the industry increased from approximately 38,500 people in 2015 to a projected 55,000
in the first quarter of 2025, but this shows a very moderate upward trend.*However, we
can only rely on data from the Ministry of National Defence here. A significant portion of
the Ministry of Defence’s largest orders in 2020-2025 were awarded to foreign companies
(Lockheed Martin, Hanwha Defence), which limited the employment effect in Poland.
The lack of offset clauses in many contracts also meant limited opportunities for tech-
nology and know-how transfer.*'Furthermore, as indicated in the 2022 NIK report, arms
companies have difficulty recruiting qualified technical and engineering staff, mainly due
to the low attractiveness of the sector and the inadequacy of the vocational education
system.* The lack of young technical staff may limit long-term employment growth.

Since 2023, the Ministry of National Defence has also launched new forms of support
for the sector: a training programme for military operators and technicians, increased
funding for defence-related vocational education, and the development of PGZ pa-
tronage classes in secondary schools and technical colleges.**These measures are aimed
at improving the supply of labour capable of working in the defence sector. However,
the technical education cycle takes a minimum of 4-5 years. Furthermore, there is no
detailed data on how many people have entered this vocational education path.

3.1.2 Impact of armaments on the economy and innovation

The increase in defence spending has significantly boosted demand for capital goods
(military equipment, IT systems, electronics, ammunition). This has led to increased

37 SIPRI, Military Expenditure Database (2024), https://www.sipri.org/databases.

38 Polish Armaments Group (PGZ), PGZ S.A. Annual Report (2016).

39 Polish Armaments Group (PGZ), Media statement on employment and investment (2023).

40 Ministry of National Defence, accessed on 4 October 2025, https://www.gov.pl/web/obrona-narodowa
41 Supreme Audit Office (NIK), Information on audit results: offset in defence procurement (2022).

42 NIK (2021). Staff shortages in the technical sector of state-owned industry

43 Ministry of National Defence (MON), Programme to support technical education in defence(2023).
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production in sectors such as metallurgy, machine manufacturing, electronics, opto-
electronic systems, and precision technologies.

The creation of new production lines and the expansion of plants (e.g. PGZ, Mesko,
ammunition and explosives production facilities) generates jobs not only in the arma-
ments plants themselves, but also in cooperating supply and service companies (e.g.
logistics, maintenance).

An increase in defence spending also means greater budgetary commitments. In par-
ticular, the share of funds such as the Armed Forces Support Fund (FWSZ) and mod-
ernisation programmes can burden the budget if spending is not well planned or if the
costs of subsequent maintenance of equipment and infrastructure are high. There is a
risk of crowding out civilian expenditure—health, education, infrastructure—especial-
ly if the increase in defence spending comes at the cost of redistributing funds within
the budget, which is a real possibility.

In addition, dependence on imports: some equipment and technologies are imported,
which generates an outflow of currency, as well as dependence on foreign partners for
servicing, spare parts, and know-how.

Poland remains a major importer of armaments due to the need for rapid moderni-
sation, domestic production shortages, and, at times, the necessity of purchasing off-
the-shelf technology. However, purchasing decisions are increasingly considering local
production and technology transfer, which supports the development of component
substitution for imports. In terms of exports, only some defence companies (PGZ,
WB Electronics, Mesko) are expanding their export offerings, particularly in the are-
as of ammunition, armoured vehicles, electronics, radars, etc. This generates revenue,
strengthens Poland’s brand as a defence partner, and enables better use of economies of
scale. However, the defence export offer remains modest on a national scale compared
to other sectors.

PGZ, as the largest state-owned conglomerate, acquires many smaller entities, includ-
ing private ones, for the supply of components, IT solutions, electronics, communica-
tion systems, etc. However, this process requires continuous innovation. From publicly
available data, we know that such cooperation takes place, among others, with univer-
sities and academic units from the Lukasiewicz Research Network.**

3.1.3 EU Programmes as Financing Instruments - Dual-Use Sectors

A breakthrough moment for EU defence policy funding was the presentation of the Eu-
ropean Global Strategy in 2016, which for the first time strongly emphasised the need
to strengthen the Union’s strategic autonomy.* As a result, Permanent Structured Co-

44 Ministry of Science and Higher Education, “The Lukasiewicz Research Network strengthens Poland’s
sovereignty in the production of explosives and ammunition,” 28 August 2025, https://www.gov.pl/
web/nauka/siec-badawcza-lukasiewicz-wzmacnia-suwerennosc-polski-w-produkcji-materialow-wy-
buchowych-i-amunicji?utm

45 European External Action Service, Shared Vision, Common Action: A Stronger Europe. A Global Strat-
egy for the European Union’s Foreign and Security Policy (Brussels: 2016).
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operation (PESCO)*was launched in 2017—a mechanism under which Member States
undertake joint defence projects. Poland joined PESCO in December 2017, declaring
its participation in, among others, a project on military mobility and several initiatives
related to the development of technical and logistical capabilities.”

In 2019-2020, the European Defence Industrial Development Programme (EDIDP)
was established as a transitional instrument, financed directly from the EU budget.
Its aim was to prepare the ground for the future European Defence Fund. The EDIDP
had a budget of €500 million to support industrial cooperation projects. Polish enti-
ties, including Polska Grupa Zbrojeniowa (PGZ) and research institutes, participated
in several consortia, but Poland’s involvement was limited due to insufficient coordi-
nation and a low level of experience in obtaining EU funds in the defence sector.”® To
date, there is no clear data on the amount of financial support that has gone to Poland.

Since 2021, the European Defence Fund (EDF)* hasbecome the main instrument for
financing defence in the EU. Its budget for 2021-2027 is €7.9 billion, of which €2.7
billion is earmarked for research and €5.3 billion for co-financing the development of
military capabilities. After the fund was established, Polish companies and research
institutes—such as PGZ, WB Electronics, and the Lukasiewicz Research Network—
began actively seeking participation in consortia, especially in the areas of unmanned
technologies, precision ammunition, and communication systems.*

It is worth noting that the EDF finances two types of activities:

« Scientific research — 100% financed by the EU.

« Capability development — co-financed, with the EU covering 20-35% of the costs,
the rest being covered by consortia and Member States.

Poland sought to participate in the EDF through consortia with partners from France,
Germany, Italy, and Spain. Priority projects included: unmanned systems (UAVs, com-
bat drones), ammunition technologies (the Narew and Wisla programmes benefited
indirectly from the experience of the consortia), satellites and space technologies, and
cybersecurity.

In 2021, the European Peace Facility (EPF) was also established—a special financial
mechanism outside the EU budget that enables the financing of military operations
and support for external partners. After 2022, Poland became one of the main coun-
tries benefiting from the EPE. Although EPF funds were not transferred directly to the
modernisation of the Polish Army, the mechanism allowed for the reimbursement of
part of the costs incurred by Member States in connection with aid toUkraine.” Thus,
Poland was able to reinvest national funds in defence, with part of the costs being com-
pensated by the EU. The EPF played a key role in financing arms supplies to Ukraine.

46 Council of the EU, Permanent Structured Cooperation (PESCO) Projects — Overview, Brussels 2018

47  Ministry of National Defence of the Republic of Poland, Poland’s participation in PESCO projects,
Warsaw 2021

48 Polish Armaments Group, PGZ in European Defence Fund projects (Warsaw: 2022).

49 European Commission, European Defence Fund: Factsheet (Brussels: 2021).

50 Ministry of National Defence of the Republic of Poland, Poland’s participation in PESCO projects
(Warsaw: 2021).

51 European Parliament, European Peace Facility: EU Support for Ukraine (Brussels: 2023).
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Poland, as a transit country and logistics hub, participated in this mechanism, indirect-
ly benefiting from infrastructure financing and support for the defence industry.

Polish entities increasingly joined European consortia, although the following barriers
remained: lack of experience, a limited network of contacts, and the relatively weak
position of the defence industry compared to French, German, or Italian giants. Within
the framework of EDIDP and EDF, Poland participated, among other things, in pro-
jects concerning new-generation ammunition systems, unmanned platforms, military
communication systems, and satellite technologies. Poland actively sought to partici-
pate in PESCO projects, especially in the Military Mobility programme, which aims to
simplify military transport procedures in Europe and adapt transport infrastructure
to the needs of the army. Poland received EU funds for the modernisation of bridges,
roads, and railways, which was also beneficial for the civilian economy.

The SAFE Programme

SAFE, or Security Action for Europe, is a new European Union instrument adopted by
the Council of the EU on 27 May 2025. It is designed to provide financial support to
Member States for urgent and large-scale defence investments, with a particular focus
on eliminating gaps in defence capabilities. Unfortunately, SAFE only offers funds in
the form of bonds or long-term loans with extended maturities, which can be used for
joint or individual projects—especially when critical needs arise. The SAFE budget is
up to €150 billion, of which Poland is expected to receive nearly €43.7 billion. These
funds are made available to Member States in the form of loans for the purchase of
military equipment and the development of defence technologies.>

In conclusion, Poland faces many barriers and challenges in the use of EU funds for

armaments, including:

o Insufficient project and administrative preparation — Poland participated in a small
number of projects in the early years.

« Competition from stronger partners in Western Europe.

« Fragmentation of the defence industry and lack of consolidation.

+ Limited financial capacity of small and medium-sized enterprises to participate in
large consortia.

+ The need to repay loans taken out for armaments, e.g. under the SAFE programme.

3.1.4 Estimated Multiplier Effect of Military Spending in Poland
(2015-2025)

Below, analogous to the 2004-2015 period, are the estimated values of the multiplier
effect of military spending in Poland from 2015 to 2025, based on data on defence
spending, GDP, and economic growth. The results show that this multiplier ranged

52 Ministry of National Defence of the Republic of Poland, “43.7 billion euros from the SAFE programme
will go to Poland,” 9 September 2025, https://www.gov.pl/web/obrona-narodowa/437-miliarda-euro-
z-programu-safe-trafi-do-polsk
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between 0.4 and 0.7, confirming its relatively low stimulative effect compared to other
categories of public expenditure (e.g. infrastructure, education, healthcare).

Chart 3: Estimated multiplier effect of military spending in 2015-2025
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Source: GDP (real annual growth): [GUS Statistical Yearbook 2015-2025], Military expenditure (% of GDP):
Ministry of National Defence, SIPRI Military Expenditure Database Note: For each year, military expenditure
as a percentage of GDP was compared. Real GDP growth and known multipliers from the literature were
taken into account. Values in the range of 0.6-0.65 were adjusted for Poland, with a correction for the outflow
effect (equipment imports), which lowered the value of the multiplier.

Based on data on military expenditure, nominal GDP, and real GDP growth, the value
of the multiplier was estimated for subsequent years. Let us look at the key trends:

The average multiplier effect in the period under review was approximately 0.56,
which means that each additional PLN 1 billion spent on military purposes genera-
ted an average of PLN 560 million in GDP growth.

The multiplier values ranged from 0.41 to 0.69, with a noticeable decline during
periods of rapid expenditure growth, e.g. after 2022. It should be noted that 2021
was a period when a new European Funds perspective was launched, hence the
temporary increase in value.

The lowest multiplier effect was recorded in years when military spending growth
was strong but did not correlate with a corresponding increase in real GDP, which
may indicate a limited stimulative effect of these expenditures.

The highest multiplier appeared in years when the growth rate of military spending
was moderate and the economy was growing dynamically - e.g. in 2017.

To sum up, most of Poland’s military spending in the analysed period was import-re-
lated (e.g. purchases of HIMARS, F-35, and Abrams systems), which meant an outflow
of funds from the domestic economy. This structure significantly reduces the multiplier
effect, as it does not sufficiently stimulate domestic industry and employment.
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An increase in military spending often necessitates cuts in other budget items (e.g.
education, infrastructure, healthcare). This is known as the crowding-out effect, which
means that public resources are redistributed rather than increased in net terms, natu-
rally reducing the potential multiplier benefits.

From an economic perspective, investments in military infrastructure, equipment, and
armaments do not generate direct consumption or production benefits, nor do they
directly translate into improved productivity in the private or public sector.

In addition, 2020 brought a sharp economic downturn due to the COVID-19 pandem-
ic, followed by the outbreak of full-scale war near Poland’s borders, which affected the
ratio of military expenditure to GDP and distorted the correlation between them. From
2022 onwards, there was a sharp increase in defence spending in response to the war
in Ukraine, but this did not translate proportionally into economic growth, resulting
in a low multiplier.

Conclusions

Military spending in Poland during both 2004-2015 and 2015-2025 had a limited im-
pact on economic growth. The multiplier effect remained low, and its volatility con-
firms that this type of spending does not effectively stimulate economic activity. In the
context of long-term fiscal policy and development, it is worth considering a shift in
priorities from military expenditure to areas with higher multipliers and greater impact
on human capital and economic innovation.

Michat Kalecki, in his theory of employment, warned against relying on sterile arms
expansion®as a basis for employment. He argued that the state can also achieve full
employment through investments in infrastructure, construction, and social services,
which additionally enhance social welfare. Similar views are expressed today by Prof.
G.W. Kotodko. Security is not only about tanks and missiles, but also a healthy econo-
my, stable institutions, quality education, and social cohesion.*

Thus, military security cannot take precedence over social security. Defence spend-
ing—unless linked to domestic industry—can increase dependence on foreign sup-
pliers rather than build economic sovereignty. Kotodko notes that although the arms
industry can generate jobs, “these are costly, highly specialised jobs, and their social
impact is much lower than employment in the healthcare, education, or green transi-
tion sectors”>*From Kotodko's perspective, the allocation of public funds to armaments
should be limited if the alternative is investment in sectors with a higher employment
multiplier and greater inclusiveness. Military spending is not an effective tool for stim-
ulating economic growth, especially under conditions of high import dependency.

53 Michal Kalecki, Essay on the Theory of Economic Dynamics, 1943 — a key work in which he develops
his theory of investment, the business cycle and employment, also in Kazimierz Laski, Michatl Kalecki
- political economist, Warsaw 2012.

54 G .W. Kolodko, Wedrujgcyswiat(The Wandering World) (Warsaw: 2008).

55 G.W. Kolodko, The Wandering World (Warsaw: 2008).
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However, this is the case in Poland, which since 2022 has made large-scale arms pur-
chases from various sources without presenting the public with a clear plan for how
these resources will be used. The discussion about the wisdom of certain purchases is
being ignored. For example:

Tanks were purchased from three different sources—namely the United States
(Abrams), South Korea (K2 model), and Germany (Leopard). In addition, post-
Soviet tanks (T-72) remain in the army’s inventory. Did this make sense logistical-
ly? It generated the need to supply spare parts, ammunition, etc. for four types of
weapons.® The validity of these purchases seems questionable even to a layperson.

The Territorial Defence Forces were created to support local communities in quasi
-civil defence tasks, yet these troops are now being sent to support border guards on
the eastern frontier, removing human resources from the environments they were
originally meant to serve.”

More than 20 years ago, the training of military doctors and medics was disconti-
nued. In addition to serving in local military garrisons, for years they had been a
valuable human resource for communities in municipal health centres.*®

These examples point to a lack of coordination in planning expenditure in relation to
the state’s broader objectives during the process of rapid rearmament. Let us therefore
analyse, in a broader context, what effects this process has on various areas of statehood
in the current situation.

Table 3: Balance sheet of the effects of military spending in Poland

Positive/ -
Aspect Negative/Neutral Description
Increased R&D expenditure in defence promotes
Increased Neutral the development of new technologies. However,
innovation there is a lack of effective cooperation within the
sector.
Technologx Positive Some contracts provide for technology offsets
transfer (spillover)
Job creation in the . Every PLN 1 billion spent can create 3,000-5,000
. Positive .
defence industry jobs.
. Increased public spending can stimulate GDP
Increase in .
: . growth in the short term. In the case of Poland
domestic demand Negative d his i h
(Keynesian effect) and armaments, this is not the case
(see Multiplier Effect Charts 1 and 2)
56  https://wyborcza.biz/biznes/7,177150,28784024,bedziemy-mieli-jedyna-armie-na-swiecie-z-czolga-
mi-z-trzech-roznych.html
57  Polish Army, “WOT soldiers constantly protect the Polish-Belarusian border,” accessed 4 October
2025,  https://www.wojsko-polskie.pl/2bot/articles/aktualnosci-w/zolnierze-wot-nieustannie-chro-
nia-polsko-bialoruska-granice/
58 Wikipedia, “Gen. Bolestaw Szarecki Military Medical Academy,” accessed 4 October 2025, https://

pl.wikipedia.org/wiki/Wojskowa_Akademia_Medyczna_im._gen._dyw._Boles%C5%82awa_Szare-
ckiego#:~:text=Dla%20Akademii%20reforma%20ta%20sprowadza%C5%82a,resortowego%20sys-
temu%20kszta%C5%82cenia%20lekarzy%20wojskowych
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Development of
competences in Positive
high-tech sectors
Crowding out of
civilian investment

Increase in public
debt and its Negative
servicing costs
Reduction in
spending on

Increased engineering and technological
competences in the sector

Negative Funds shifted from civil infrastructure to defence

Higher expenditure leads to an increase in the
deficit and public debt

Constant share of healthcare expenditure in GDP

education and Negative despite rising costs

health

Social polarisation Negative Increased income and regional disparities
Outflow of funds

abroad (equipment Negative Over half of expenditure goes to foreign suppliers
imports)

Lor}g—term . Operation can account for 70% of the equipment’s
maintenance costs Negative

f ) life cycle cost
or new equipment

Source: Own study

5. recommendations - a contribution
to the discussion

This study does not claim to be a strategic plan for defence economics, but it may con-
tribute to an in-depth discussion on the legitimacy of militarism and its forms in the
context of the state’s economy. It considers the broad dialogue that should be conduct-
ed on the future of armament and its direction. Security is not only about military
strength, but also about social, economic, and environmental stability. Echoing the
views of economists such as Michal Kalecki and Grzegorz Kotodko, the text suggests
that excessive reliance on military expansion can lead to “sterile employment” — jobs
that do not contribute to social welfare or inclusive growth. In the spirit of Kotodko's
quote: “Tanks and missiles” are important, but without a cohesive society, good education,
and a healthy economy, there is no resilience to crises.

It is therefore necessary to ensure transparency in procurement procedures and full
parliamentary control over arms contracts—minimising the risk of corruption and cli-
entelism in contracts, which are particularly vulnerable in conditions of accelerated
armament. Finally, there needs to be a broad public debate on how much we spend on
defence and how much on health, education, and social policy.

Therefore, there is a need for a broad discussion on militarism. This should be con-
nected to opposing social cuts and pursuing a military programme based primarily
around defence rather than simple expansion. These should be strictly democratically
controlled actions by the authorities and linked to social, economic, and ecological
development. There seems to be a lack of coherence behind Poland’s rapid rearmament
and no transparent long-term defence plan presented to the public. The development
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of open smart security—understood as the synergy of military and social defence, in
which the army protects borders, hospitals, and schools, and promotes green transfor-
mation and democratic institutions—should be included in the agenda of the debate
on armaments.

Militarism should be understood not as a pursuit of expansion, but as deterrence and
defence, so that the ultimate goal is the de-escalation of conflict. Diplomacy, regional
cooperation, and international solidarity are just as important as military spending
itself. Military spending without public support and conviction in the validity of such
investments hinders the development of an effective defence strategy
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Malgorzata Kulbaczewska-Figat®

Arms policy in the Spotlight:
The cases of Russia and Poland

The Russian War Economy

On November 21, 2024, the State Duma adopted the draft budget of the Russian Fed-
eration for 2025 and its framework guidelines for the next two years. The draft signif-
icantly revised the assumptions of previous documents of this type, which suggested
that spending on armaments and internal security would peak in 2024 and then decline
during subsequent years. The reason for the revision seems clear: the lack of the ex-
pected major breakthrough in the war against Ukraine, coupled with the unwavering
determination of Russian decision-makers to wage this war to victory or at least to a
peace treaty favorable to Russia. The military spending budget in 2025 accounted for
32% of Russia’s total state expenditure (13.5 trillion rubles — approx. PLN 627.8 billion),
which is three trillion rubles more than in the previous year, when expenditure of 10.3
trillion rubles accounted for 28.3% of total budget expenditure. At the same time, the
budget for 2025 provided for expenditure of 3.46 trillion rubles on internal security and
law enforcement.® Further military expenditure was included in other sections of the
budget, such as those devoted to the economy, which also included the domestic arms
industry.*’[2], or in the social policy section, which also includes spending on military
pensions and compensation paid to wounded soldiers or families of those killed in the
war in Ukraine (still referred to in official terminology as a “special military opera-
tion”).%?

59 Malgorzata Kulbaczewska-Figat is a graduate of Eastern European Studies at the University of War-
saw, member of the board of the Naprzéd Foundation and collaborator with the transform!Europe
network. She is a journalist and co-founder of the Cross-Border Talks portal, which is dedicated to
international relations, with a particular focus on Eastern and Southern Europe, from a left-wing and
humanistic perspective.

60 BracTUIIOArOTOBWINIIEPBBIii3a 5 JIET «CTPYKTYpHOCOaTaHCPOBaHHBI» 61omKeT, https://www.rbc.
ru/economics/30/09/2024/66£678b{9a79477d1b231324

61 1. Wisniewska, Russias budget for 2025: war above all, https://www.osw.waw.pl/en/publikacje/
osw-commentary/2024-11-22/russias-budget-2025-war-above-all

62 J. Cooper, Preparing for a Fourth Year of War: Military Spending in Russia’s Budget for 2025, https://
www.sipri.org/sites/default/files/2025-04/preparing_for_a_fourth_year_of_war-military_spending_
in_russias_budget_for_2025_1.pdf
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These figures show that Russia is preparing for a long-term confrontation and is there-
fore making war and militarisation an absolute priority. The policy of militarisation
and the rising costs of war have prompted the Russian authorities to radically revise
their tax policy. Four years after reintroducing a progressive personal income tax with
two tax brackets, Russia has adopted a progressive tax with five tax brackets from 2025
onwards to increase public revenues, finally breaking with the flat tax that was in place
between 2001 and 2021. Previously, despite huge levels of wealth and income inequality,
the Russian authorities did not see the need to introduce a progressive taxation sytstem
The fact that the Russian economy—contrary to forecasts of the inevitable disastrous
impact of sanctions on it—has been growing steadily,*’ has so far allowed for increased
spending on the military and security without sharp spending cuts that would directly
negatively affect citizens.

In 2020-2025, Russia also significantly increased the scale of its arms and ammunition
production, rapidly increased employment in the arms sector, launched new produc-
tion facilities in this industry, and increased the salaries of its employees. In 2025, arms
factories in Russia were operating in a three-shift system, 24 hours a day, and the arms
sector benefited from state subsidies and preferential loans.**[5]. The modernisation
and expansion of the arms industry proved possible despite the sanctions imposed on
Moscow.

In 2024, the Russian arms industry put 1,500 tanks and 3,000 other armored vehicles
into service. Production forecasts for 2025 indicated similar figures, except that the
vast majority of vehicles were modernised models previously stored in warehouses.
The production of completely new tanks and combat vehicles remains at a much more
modest level, although it is also growing. For example, only one plant specialising in
this type of production, Kurganmashzavod, was able to produce 463 new BMP-3 infan-
try fighting vehicles in 2023. In contrast, the number of Tigr-M multi-purpose vehicles
produced in 2023 was estimated at 728.%

The number of Russian long-range missiles produced has increased significantly. In
the year before the invasion of Ukraine, Russia planned to produce 350 Kh-101 mis-
siles, but the actual number produced was almost six times lower. In 2023, Russia was
already producing 420 of these weapons per year and planned to increase production
further.%

A similar jump occurred in the production of artillery shells: while in 2022 Russia pro-
duced 250,000 pieces of 152 mm caliber ammunition, at the beginning of the following

63 J. Cooper, Preparing for a Fourth Year of War: Military Spending in Russia’s Budget for 2025, https://
www.sipri.org/sites/default/files/2025-04/preparing_for_a_fourth_year_of_war-military_spending
in_russias_budget_for_2025_1.pdf

64 1. Wisniewska, Koszty wojny napedzaja gospodarke, https://www.osw.waw.pl/pl/publikacje/komenta-
rze-osw/2025-02-28/koszty-wojny-napedzaja-gospodarke-sytuacja-ekonomiczna-rosji-w

65 D. Gorenburg, S. Bendett, K. Gause, P. Luzin, G. Rosa-Hernandez, P. Schwartz, E. Wishnick, Crafting
the Russia War Economy, https://www.cna.org/reports/2024/10/Crafting-the-Russian-War-Economy.
pdf

66 D. Gorenburg, S. Bendett, K. Gause, P. Luzin, G. Rosa-Hernandez, P. Schwartz, E. Wishnick, Crafting
the Russia War Economy, https://www.cna.org/reports/2024/10/Crafting-the-Russian-War-Economy.
pdf
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year this number exceeded one million, and in 2024 it was expected to reach 1,325,000
pieces. At the same time, it was planned to produce over 800,000 pieces of 122 mm
caliber ammunition (including half a million shells for Grad launchers) and 17,000 220
mm caliber shells for BM-27 Uragan rocket artillery systems, of which only 2,800 were
produced annually in 2023.

Domestic production is supplemented by imports from Iran, Belarus, North Korea,
and Syria. One of the most famous weapons of the Russian-Ukrainian war and, at the
same time, a symbol of Russian-Iranian arms cooperation, remains the Shahed-136
drone. When production of this weapon began in Iran, the number of units manufac-
tured per month did not exceed 40. In 2024, however, it reached 250 drones.*® Russia
also manufactures its own drone models and is constantly improving its capabilities in
this area.

Putting the arms industry first and subordinating the entire Russian manufacturing
sector to its needs allows us to talk about Russia in 2025 as a war economy. As recently
as 2022, Vladimir Putin, addressing the top commanders of the Russian armed forc-
es, stated that Russia does not foresee any limit on military spending.® At the same
time, the development of the arms industry in Russia would not be possible without
trade with third countries, including NATO member states. The Russian arms indus-
try remains dependent on microelectronics and advanced integrated circuits, remote
control systems, semiconductor semi-finished products, materials for the production
of gunpowder and explosives, bearings, communication and radio modules, as well as
precision machine tools and cutting machines. A report by journalists from the oppo-
sition newspaper Novaya Gazeta shows that between 2022 and 2024 alone, more than
200,000 shipments of sanctioned microelectronics, including American-made chips,
reached Russia.”” Although the management of companies such as Texas Instruments
and AMG publicly renounce the sale of their products in Russia, in practice they have
not prevented the sanctions from being circumvented. Sanctioned goods are sold to
intermediaries registered — often by Russian citizens - in China, the United Arab Emir-
ates, Turkey (primarily before 2024,”" Hong Kong (mainly until 2023), Malaysia, Viet-
nam, and then end up in Russia.”? In a global capitalist economy that puts profit first,
it is difficult to expect this state of affairs to change. Sales opportunities will always be

67 D. Gorenburg, S. Bendett, K. Gause, P. Luzin, G. Rosa-Hernandez, P. Schwartz, E. Wishnick, Crafting
the Russia War Economy, https://www.cna.org/reports/2024/10/Crafting-the-Russian-War-Economy.
pdf
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more important to manufacturers than political declarations, not to mention ethical
considerations.

Part of Russia’s militarisation policy is also intensified militaristic and pro-war propagan-
da. Even before the war against Ukraine began, the Russian authorities sought to build a
Russian collective identity based on pride in its victory in World War II (the Great Patri-
otic War), Russia’s earlier military successes, and the strength of the Russian army today.
Victory Day, May 9, has become the most widely celebrated national holiday in Russia,
and posters displayed throughout the country, featuring images of leaders from Alex-
ander Nevsky to Marshal Zhukov, refer to Russia as “the country of victors.” This trend
was supported by both central and local authorities, as well as by the Russian Orthodox
Church, which is playing an increasingly important role in creating the ideological foun-
dation for the rule of Vladimir Putin and his entourage. However, immediately after Feb-
ruary 24, 2022, the Russian authorities hit out directly at critics of the war, introducing
fines and prison sentences for “spreading false information” about the Russian armed
forces, with even talking about the war, rather than a “special military operation,” being
considered false information. The anti-war protests that took place on the streets of Rus-
sian cities in the first month of the war were pacified.”” New regulations targeting media
freedom have led to the closure or emigration of Russia’s largest opposition media outlets.
Russian society has access almost exclusively to the official worldview, in which Moscow
is fighting a war of survival against the West and/or fascism, provoked by Russia’s ene-
mies. The portrayal of the West as Russia’s collective enemy, with whom it is impossible
to come to terms and with whom one can only fight to the death, changed to some extent
after Donald Trump was elected president of the United States. At that time, Russian
propaganda began to portray the American president as the hope for a “fair peace,” con-
trary to the expectations of “Ukrainian fascists” and the European countries supporting
them. However, the theme of war remains central to Russian propaganda and its influ-
ence on domestic public opinion. The mental militarisation of society begins at an early
age — even children, not to mention high school and university students, are familiarised
with weapons, the cult of military victories, and the idea of the Russian nation fighting
its enemies for centuries. Militarism is intertwined with conservatism and the concept of
“traditional values” - the conservative family with strictly defined gender roles, national-
istic faith in the nation, and attachment to Orthodox Christianity.”

In the absence of reliable sociological research, it is difficult to assess the extent to
which this type of propaganda actually resonates in a highly secularized Russian so-
ciety. However, it seems that pro-war slogans and the Russian authorities’ desire to
continue the war are accepted by the majority of society. With few exceptions, Russians
have adopted the militaristic discourse of the authorities as their own.” If the “special

73 M. Domanska, K. Chawrylo, Dyktatura wojenna: wladza i spoleczeristwo w Rosji, https://www.osw.
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military operation” is criticised, it is not because of its very existence, but because of
the accompanying corruption, the waste of forces and soldiers, or the fact that partial
mobilisations for the army bypassed the largest cities and the wealthiest citizens. It is
therefore more a question of impatience with the lack of long-awaited breakthrough
victories and a feeling that the war should already have been won, rather than opposi-
tion to the very fact of its being waged.

Rising Militarism in Poland

“Poland must be ready for any scenario, it must arm itself, build strength and social re-
silience,” said Deputy Prime Minister Wtadystaw Kosiniak-Kamysz on March 7, 2025,7
expressing the main idea that has been repeated at least for several years by politicians
ruling Poland. At least since the intensification of the migration crisis on the Polish-Be-
larusian border, successive governments have been talking about the inevitable - or
at least very likely - conventional aggression by Russia against Poland and the need
to increase military spending, which should be treated as an absolute priority. There
is almost complete consensus among the Polish political elite that while spending on
health care or education can be cut, the military budget must be increased regardless
of the consequences.

As early as 2022, the Homeland Defense Act was passed, which provides for an am-
bitious plan to increase the size of the armed forces and simultaneously modernize
them technically as a key element of the deterrence strategy. Polish defense spending
is growing rapidly. The Ministry of Defense report for 2024 states that PLN 153 billion
was planned for military purposes, while in 2025 the projected defense budget was to
amount to PLN 186.6 billion, approaching the declared optimal value of 5% of GDP.
This is a 2.5-fold increase compared to 2022 expenditures,” one of the largest defense
budgets among NATO countries,”® and, as declared by the Ministry of Finance, military
spending will continue to increase. Deloitte has estimated that, based on current trends,
Poland will spend PLN 1.9 trillion on military purposes in the decade 2025-2035,” al-
though the most valuable contracts have already beenn concluded and in the coming
years the Polish budget will not allow for further such record military spending.*

The aforementioned act provides for a planned increase in the number of soldiers to
approximately 300,000; this number includes professional soldiers, reserve soldiers,
and the Territorial Defense Forces. A system of incentives for entering professional
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com.pl/wiadomosci/kosiniak-kamysz-polska-musi-byc-gotowa-na-kazdy-scenariusz/f239¢9q
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military service has been created, social campaigns are being conducted to strengthen
the positive image of the army, and recruitment campaigns are ongoing. No one is
surprised anymore by the presence of the army during local holidays, military picnics,
and presentations of heavy equipment, or by soldiers visiting schools to promote pro-
fessional service as an attractive career path. As the number of soldiers has increased,
so has the scale of military exercises and the number of people involved in them (from
37,000 to 55,000 soldiers per day).®!

The increase in the number of soldiers has been accompanied by increased spending on
modernisation and the purchase of new military equipment. The priority is to modern-
ize artillery, missile systems, and armored vehicles based on purchases made abroad,
and secondarily to increase the production capacity of the domestic arms industry.
For example, one of the key artillery modernisation programs involves the purchase of
South Korean K9 Thunder self-propelled howitzers - models K9A1 and K9PL - using
Polish communication and fire control subsystems. Under two contracts worth PLN
2.5 billion and PLN 2.6 billion, respectively, Poland is to acquire a total of 364 self-pro-
pelled howitzers from the Korean manufacturer Hanwha Aerospace by 2026, becom-
ing the leading artillery power in Europe.®? The cooperation with Hanwha Aerospace
also includes the creation of the Homar-K missile system, based on the South Korean
K39, but mounted on a Jelcz 8x8 chassis. The missile launchers, 30 of which (out of
the planned 290) were delivered to Poland in early November 2024, are to be ultimate-
ly produced in our country, thanks to the creation of a joint venture with WB Elec-
tronics.*> WB Electronics will also produce drones, ultimately intended to protect the
Homar-K.* South Korea also provides the K2GF tanks, of which Poland has contracted
160 units, with plans for technology transfer, development of subsequent models, and
further local production.® The modernisation also includes infantry fighting vehicles;
one of the priorities here is the Borsuk vehicle produced by Huta Stalowa Wola and Pol-
ska Grupa Zbrojeniowa (Polish Armaments Group) - for now, based on an order for
111 units, but with the possibility of increasing it to as many as 1,000 vehicles and 400
support units. In addition to the Borsuk, Poland has announced the purchase of up to
700 heavy infantry fighting vehicles from abroad; the final decision on the model and
contractor has not yet been made.*® Huta Stalowa Wola manufactures Krab self-pro-
pelled howitzers (96 units ordered), command vehicles, artillery ammunition vehicles,
and artillery weapon repair vehicles. The total value of the contract, which is to be com-
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pleted by 2029, is PLN 9 billion.*” Other Polish defense investments include contracts
for the modernization of F-16 aircraft worth nearly PLN 15 billion, for the delivery of
PET/PCL passive location radars PCL passive location radars for Narew short-range
anti-aircraft and anti-missile missile systems worth approximately PLN 4 billion, and
for the purchase of observation drones. As summarised by the newspaper Rzeczpos-
polita, contracts concluded in the first half of 2025 alone reached a total value of over
PLN 80 billion. Nearly 75% of the contracts were concluded with foreign entities.®

Expenditures on new types of weapons are accompanied by investments in increasing
ammunition production capabilities. The Polish Armaments Group has signed con-
tracts with Dezamet, Mesko, Nitro-Chem, and ZPS Gamrat to develop production ca-
pabilities for 155 mm and 120 mm ammunition. The goal is to reach a production level
of 150,000 shells per year by the end of 2027.%

Polish politicians are reluctant — if at all - to point out that the lack of an increase in
budget revenues coupled with an increase in military spending must lead to savings
being made in other areas. There is virtually no talk of possible ways of obtaining
additional funds, for example by increasing tax progression in Poland. On the con-
trary, there is a neoliberal consensus that taxes must remain as low as possible, and
in particular that businesses must not be burdened with excessive levies. At the
same time, it is difficult to assess the extent to which the public understands the
inevitable link between maximising military spending, minimising tax revenues,
and cutting social spending (although similar mechanisms are also at work in oth-
er European countries). Increasing defense spending in Poland is met with almost
universal public acceptance—opinion polls show that Poles are indeed concerned
about possible Russian aggression and agree to the government allocating more
funds to the army, even at the expense of social policy and public services. There
is also a widespread belief that the development of the domestic arms industry will
prove beneficial for the Polish economy and help to generate jobs. The most ambi-
tious visions suggest that the expansion of the arms industry will play a key role in
the so-called just transition of regions such as Upper Silesia - historically linked to
coal mining and seeking new opportunities for functioning and developing fter the
planned phase-out of mining.

Support for high military spending remains stable: in April 2022, according to an IBRiS
poll, 76.7% of Poles supported increased investment in the army, falling only slightly to
72.9% two and a half years later. Opponents of these measures accounted for 12.1% and
18.2% of respondents, respectively.” The modernisation of the army—and thus also
intensive purchases of equipment—and an increase in the number of soldiers, were un-
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controversial issues many years before the escalation of the Russian-Ukrainian conflict,
supported in 2017 by 87% of Poles.”*

In May 2025, Poles were asked directly whether they agreed to cuts in social spending
- including the health care budget and social programs — in order to raise funds for de-
fense. A slight majority (50.6 percent) of respondents answered “yes” to this question.
Forty-one point eight percent were opposed to subordinating the budget exclusively to
military spending.”” The majority of Polish citizens accept the government’s position
that defense is an investment in times of international threats and tensions, and that the
budget for other purposes must be cut.

Aslong as the conflict beyond Poland’s eastern border remains intense and Poland con-
tinues to be the target of propaganda attacks or even sabotage, everything indicates that
public support for investment in defense is likely to remain high. This is all the more so
because most Polish citizens do not feel that redirecting money to the military leads to
a collapse of public services and cuts in social spending - the general consensus is that
the quality of these services was very low anyway. It is difficult to predict how public
sentiment will develop if the Russian-Ukrainian war freezes, which would by no means
mean the ed of Poland’s role as a frontline state in NATO’s plans.

91 Sondaz CBOS dla MON: Wigkszos¢ Polakéw chce wzrostu wydatkow na obronnosé, https://www.wprost.
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Gavin Rae*

Polish Political Economy
and the Economics of Militarism

Poland produced some of the most internationally renowned left-wing political econ-
omists of the twentieth century, who made major contributions to the understanding
of capitalism and socialism. These included Rosa Luxemburg, Michat Kalecki, Oskar
Lange, and Tadeusz Kowalik. One area of interest for these economists was the issue of
economic growth and reproduction, and whether capitalism could stabilise and over-
come its crisis tendencies. In this paper, I shall focus on the issue of military spending,
particularly the work of Michal Kalecki, who was directly influenced by the ideas of
Rosa Luxemburg. All the figures mentioned above lived through the horrors of war—
experiences that stayed with them and shaped much of their thinking and work. They
opposed militarism not only from a moral, humanistic point of view, but also analysed
the reasons for expanding military expenditures and their wider economic and social
effects.

Luxemburg and Capitalist Reproduction

The most prominent figure from the school of Polish left-wing political economy is
Rosa Luxemburg. Born in Zamo$¢, in the Congress Kingdom of Poland, she rose to
lead the German Social Democratic Party before being murdered by the Freikorps in
Berlin following the failed revolution of 1919. She made important contributions to
Marxist political economy, most notably through her analysis of how capitalist repro-
duction relies on expansion into non-capitalist areas.

Luxemburg, through her interpretation of Marx’s political economy, believed that the
maximisation of surplus value is the driving force of capitalism. She asked how this
surplus finds a market in an economy where there exists no plan to harmonise produc-
tion and demand.”She concluded that capitalism relies on expanding into non-capi-
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talist markets (pre-capitalist areas) to realise its surplus, postulating that the limits of
capitalist growth would be reached once these areas had been absorbed into the world
capitalist economy.

Luxemburg introduced into Marxist analysis the idea that capitalist accumulation re-
quires non-capitalist environments as sources of raw materials, areas for investment,
and markets for realising accumulated surpluses. Tadeusz Kowalik stated that she was
one of the first Marxists to break from Eurocentrism and analyse the international
economy as a whole.” It was no accident that such a breakthrough came from someone
who had grown up on the eastern peripheries of European capitalism, where the limits
of capitalist development were most evident. This tradition continued after the war in
Poland, when economists such as Kalecki, Lange, and Ignacy Sachs advanced the study
of developing economies and decolonisation.*

Kowalik described how Luxemburg began to recognise that state expenditures could
also create external markets for capitalist surpluses in her famous work The Accumula-
tion of Capital. There, she raised the question of whether the arms industry helps stim-
ulate production, create new purchasing power, and therefore generate opportunities
for the realisation of surplus profits. One of Kowalik’s most important contributions to
the history of economic thought was to situate Kalecki’s work not within the tradition
of Keynes, but within that of Marx and Luxemburg. Kalecki believed that Luxemburg
had perceptively realised that capitalist reproduction needed the existence of external
pre-capitalist markets to expand into, although he felt she had overstated this.”” Ka-
lecki’s work on capitalist reproduction centred on how the demand gap could be filled
by the state, which drew him toward the issue of military spending and armament
production.

Kalecki and ‘Right-Wing' Keynesianism

Kalecki arrived at the conclusion that in the monopoly stage of capitalism (where en-
trepreneurship is limited), capitalists required greater external stimuli to invest—stim-
uli that could only be created by the state. His work on business cycles, drawn from
Luxemburg’s reworking of Marx’s reproduction schemes, analysed how the demand
gap could be filled through state expenditures and government investment. He sug-
gested that if the armament industries could be funded through taxation on profits
and/or borrowing (rather than taxing consumer goods or wages), this could help fill

95 Kowalik, Tadeusz. 2014. Rosa Luxemburg: Theory of Accumulation and Imperialism. Basingstoke:
Palgrave Macmillan.

96 Kalecki and Sachs ran influential seminars at the Main School of Planning and Statistics (SGPiS)
during the 1960s on economic modernisaiton and industrialisation in the newly decolonialied coun-
tries, which became a venue for many distinguished foreign economists working on this issue. The
likes of Kalecki, Lange and Czestaw Bobrowski all worked at various times advising governments
in developing countries. (Mazurek, Malgorzata. 2018. “Polish Economists in Nehru’s India: Making
Science for the Third World in an Era of De-Stalinization and Decolonization.” Slavic Review 77 (3):
588-610. doi:10.1017/s1r.2018.201. P589).
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the demand gap and boost economic growth. In one of Kalecki’s last published works
(co-written with Kowalik), he even suggested that capitalism in the USA had partially
stabilised after the Second World War due to the very high level of military spending.”®

Despite these deliberations, Kalecki believed that military spending was a wasteful type
of government expenditure. He described this as right-wing Keynesianism, as it drew
resources away from more productive and socially useful expenditures. However, Ka-
lecki contended that private businesses were more open to government investment in
the military, as this expenditure did not intrude upon their own profits in the way civil-
ian government spending did.”.

Kalecki highlighted the negative impacts of military spending through his analysis of
Western post-war economies. He showed how military expenditures had become an
integral part of the US economy, with the high levels of spending during the Second
World War continuing through the Korean War and then the Vietnam War. Mean-
while, the post-war settlement decreed that West Germany and Japan could not pro-
duce their own heavy armaments. These countries were therefore compelled to invest
more in other, more productive economic sectors, producing high-quality manufactur-
ing goods (e.g. cars and pharmaceuticals) that could be sold domestically or exported
abroad. Germany and Japan may have lost the war, but to some extent they won the
peace, as they invested in their productive economies and infrastructure.'® Meanwhile,
the United Kingdom, which continued to invest heavily in its armaments industry, be-
came known as the sick man of Europe.

Kalecki believed that military expenditures had importance beyond the standard
Keynesian view that they raised effective demand. He analysed the political and eco-
nomic benefits as well as the limitations and difficulties associated with growing mili-
tary expenditures. For example, he argued that if fiscal stimulus occurred in one coun-
try, it could cause disturbances in the exchange rate. Military expenditures partially
overcame this problem, as increased defence spending in one country often stimulated
concurrent expenditure in others—as occurred during the arms race throughout the
Cold War, and as is happening again across Europe today. As well as drawing resources
away from more socially useful areas, Kalecki also recognised how military spending
exacerbates social inequalities, with social groups least connected to the military sector
not benefiting from the increase in spending.'”

For Kalecki, military spending was supported by three key factors'*:
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1. The formation of a group of state-employed workers in the army and government
departments.

2. A mass communication media that propagated the need for military expenditures.

3. Ahigh level of employment and raised living standards for those sections of society
who benefited directly and indirectly from high military spending.

Keynes and Keynesianism

How did Kalecki’s views on military spending correspond with those of Keynes,
with whom he is often compared? Keynes believed that government spending had
a multiplier effect, meaning that an initial increase in expenditure contributes to
a rise in national income and employment.'” He argued that even non-productive
spending could stimulate employment—famously suggesting that the government
could create jobs by burying money in the ground and allowing private businesses
to dig it up. In this way, even wasteful or unproductive government expenditures
could help break the hoarding of savings and the reluctance of private businesses
to invest.

Keynes analysed in depth the effects of military spending during wartime and its im-
pact on the economy. However, he believed that the lesson from this period was not
that governments should maintain high military spending, but rather that they ought
to invest productively to sustain full employment. He stated: “If we could manage to
employ our resources on housing, transport and public utilities, we should be building
up a capital asset of permanent value. Instead, we are compelled to pile up an armament
which, we must hope, will never be used.”"

A subsequent debate about military expenditures took place between different schools
of Keynesian thought. Those connected to the Keynesian neoclassical synthesis, such as
Paul Samuelson, believed that defence spending was a standard fiscal tool that acted
as an economic multiplier."” He initially supported US President Lyndon B. Johnson’s
“guns and butter” policy during the Vietnam War, arguing that up to 3% of GDP in
defence spending could help sustain economic growth without triggering inflation.

John Kenneth Galbraith challenged these ideas, arguing that the military had become
incorporated into the New Industrial State, with military spending no longer driven by
security needs but by corporate interests.'” Galbraith contended that military Keynesi-
anism lacked a productive purpose and did not improve long-term productivity, unlike
civilian Keynesian projects. He argued that spending should be redirected to areas such
as infrastructure and healthcare, which would have real, lasting benefits for the pop-
ulation. He disagreed with the neoclassical Keynesians’ view that military spending is

103 John Maynard Keynes. (2003). The general theory of employment, interest and money.

104 John Maynard Keynes, How to Pay for the War: A Radical Plan for the Chancellor of the Exchequer
(London: Macmillan and Co., 1940), 45.

105 Samuelson, Paul A. Economics. 16th ed. Mc Graw Hill, 1998

106 Galgraith, John Kenneth. The new industrial state. Antitrust L. & Econ. Rev., 1967, 1: 11.

- 44 -



a neutral tool, stating that it was corporate welfare disguised as macroeconomics, which
had instilled a drive toward permanent armament and war.

Monopoly Capitalism and War

A school of political economy, heavily influenced by Luxemburg and Kalecki and rooted
in the Marxist tradition, was the Monopoly School, represented by thinkers such as Paul
Baran and Paul Sweezy. They argued that monopoly capitalism produces more surplus
than it can reinvest, leading to chronic stagnation.'” Due to suppressed economic de-
mand and a lack of profitable investment opportunities, companies hoard their savings.
Government military spending acts as a partial countervailing force through artificial
demand creation.'”®Military spending creates wasteful, although profitable, production
that does not threaten capital. They contended that the Military-Industrial Complex
acts as a stabiliser, helping to guarantee the profits of private companies. However, they
also noted that this only delays the outbreak of economic crises, as it diverts resources
to unproductive uses and creates inflationary pressures. This was evident during the
period of stagflation in the 1970s, which followed the Vietnam War era of high military
spending.

John Bellamy Foster has continued the tradition of the Monopoly School, writing that
militarism remains a permanent economic crutch for the US economy. The state sub-
sidises military monopolies (such as Lockheed Martin, Boeing, and Raytheon), with
military spending once again soaring after 9/11. However, the US economy continues
to be stuck in a cycle of stagnation, with the state diverting resources to the military
rather than addressing the deep social inequalities and poverty that plague the country.

Foster argues that Luxemburg was right in asserting that capitalism needs external de-
mand, and that today this is achieved through the creation of artificial demand (e.g.
Pentagon contracts) and waste production (e.g. fossil fuel wars). He states that the
military-industrial complex is embedded in the production of waste and is one of the
world’s largest institutional polluters. Rather than diverting resources toward solving
the environmental crisis, governments prefer to pump more money into the military
sector.'”’

Contemporary Military Spending

Critical analysis of military spending has drawn heavily on Polish political economy,
reaching back to the work of Rosa Luxemburg and Michal Kalecki. Jan Toporowski,
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standing in this tradition, describes how military Keynesianism, as an economic strat-
egy, threatens the stability of European economies.'’ If the current growth in military
spending is not to lead to further austerity, governments will have to loosen their fis-
cal constraints. However, with many governments remaining committed to strict fiscal
rules, pressure will increase for more social spending cuts and tax rises on workers.
Toporowski notes that this is already the case in countries such as Germany, which
currently suffers from weak infrastructure and repressed wages. The increase in mili-
tary spending is likely to exacerbate these problems, as the German government rolls
back its commitment to productive investment, public services, and social transfers,
prioritising military build-up instead.

A similar situation is evident across the European Union. The ReArm Europe Plan, also
known as Readiness 2030, is an EU initiative aiming to significantly increase defence
spending and capabilities across member states. It seeks to achieve this through a com-
bination of national fiscal flexibility, a new loan instrument called SAFE, and increased
support for the European Investment Bank’s lending in the defence sector. The plan
aims to both strengthen European defence capabilities and revitalise the European de-
fence industry.

Thierry Breton, the European Industry Commissioner, stated: “We need to change the
paradigm and move into war economy mode. This also means that the European defence
industry must take more risks, with our support”''' Breton’s proposals include creating
a European version of the US Foreign Military Sales scheme, where the United States
helps other governments purchase from US arms companies. Another proposal would
allow the EU to compel European weapons firms to prioritise European orders in times
of crisis. EU funds may increasingly be directed toward military investments. The Pol-
ish government, for example, intends to redirect 30 billion zloty (€7.2 billion) from its
share of the EU’s post-pandemic recovery funds toward defence and security spending.

The Polish economy has grown impressively over the past two decades, partly due to
the large inflow of EU funds used to invest in infrastructure. With Poland now leading
the EU and NATO in terms of military expenditure as a share of GDP, pressures are
growing to divert funds toward wasteful military expenditures, while cutting govern-
ment spending in more environmentally, economically, and socially beneficial areas.

It is important for the Polish left to develop an alternative and autonomous programme
that recognises the destructive consequences of militarism at the human, environmen-
tal, and economic levels. To do so, it should reclaim the rich intellectual tradition upon
which it stands and seek to apply and update the ideas of these political economists to
meet the challenges of today.
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Michael Burke!?

The Effects of Increased Military
Spending in Britain:
Myth Versus Reality

Britain is both a declining economic power and an increasingly dangerous and reck-
less military one, in a subordinate relationship with the United States. In that sense,
it serves as an example for NATO member states to one degree or another. These two
contrasting trends are economically and politically linked. An examination of them
highlights important observations about key aspects of the current situation in Britain,
and potentially offers insights into broader trends across the NATO bloc.

There is now a war drive underway in NATO, encouraged by Trump. This is an ex-
tension of NATO expansion that has been ongoing since 1952, and especially since
the collapse of the Soviet Union. It has taken a decisive new turn under the Biden and
Trump II presidencies.

As a result, there is not only growing propaganda regarding external threats, but also
Trump’s demand for increased military spending by other NATO members is largely
being met. Alongside this, considerable effort is being made to promote the supposed
economic benefits of increased military spending. As will be shown, these claims are
illusory—the economic impact of increased military spending will be the opposite
of what its supporters claim. It will likely entrench Britain’s economic stagnation, or
worse.

Economic Stagnation

The relative decline of British capitalism is not a new story. In 1820, Britain accounted
for 9.8% of global output (Maddison data); today, it accounts for just 2.1% of world
GDP (World Bank). The gradient of decline in recent years suggests that Britain’s rel-
ative economic decline is now at risk of becoming absolute. This reflects both a long-
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term secular slowdown and a shift into a new, lower gear of economic deceleration. The
economy is approaching outright stagnation.

To illustrate: in the decade to 1965, the British economy grew by 37% in real terms.
In the decade to the first quarter of 2025, it grew by just 14%, representing an annual
average growth rate of little more than 1%—a trend that has persisted in recent years,
excluding the effects of the COVID-19 lockdown. Aside from temporary booms such
as the North Sea oil windfall (which soon turned to bust), the growth rate has been in
near-continuous decline since the post-World War II recovery.

There is no mystery behind this stagnation. Britain has long maintained one of the
lowest rates of investment (Gross Fixed Capital Formation, GFCF) in the G7. This has
declined erratically but steadily, falling from 23% of GDP in 1970 to 17% of slowing
GDP in 2024 (Office for National Statistics, ONS data). Fixed capital formation is nec-
essary to maintain an economy’s productive capacity. Economic growth requires an
increase in fixed capital formation. Since capital is consumed in the production pro-
cess, the most appropriate measure of whether the stock of fixed capital (the “means of
production”) is expanding or contracting is net fixed capital formation, which deducts
the capital consumed from total new investment.

Prior to the Global Financial Crisis (2007-2008), Britain’s net fixed capital stock grew
at an annual average rate of 2.5%, according to ONS data. Since the crisis (excluding the
crash itself), this rate has slipped to 1.5%. Just as Britain’s relative economic decline has
become a commonplace, so too has the widespread understanding that this is led by the
decline of British manufacturing. This sectoral decline is driven by weak investment,
particularly in net fixed capital formation.

Although the Bank of England and others describe the weakness in output and pro-
ductivity growth as a “puzzle,” the ONS data are clear and decisive. In real terms, the
manufacturing stock of fixed assets was £271 billion in 1995. By 2023, it had reached
just £274 billion—barely any increase at all. The means of production in British manu-
facturing are not expanding. The fact that real manufacturing output has increased by
just over 50% in the same 28-year period shows that there is no productivity puzzle, at
least in terms of capital productivity. What is missing is growth in the real level of fixed
manufacturing assets.

A Call to Arms

This structural, long-term weakness of the British economy has not been corrected by
the prolonged period of austerity, which the Starmer government has continued. Man-
ufacturing and industrial production in aggregate (which also includes energy, water,
gas, and oil production), as well as GDP, have all grown at an annual average pace of 1%
or less since austerity was first implemented in 2010.

Under strong pressure from Trump, the Labour government under Starmer has com-
mitted to reaching the US President’s target of spending 5% of GDP on the military
among G7 countries. In reality, the figure will be somewhat lower. Widespread reports
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suggest that Britain, like other NATO members, will increase strictly military spend-
ing to 3.5% of GDP. The remainder will be allocated to military-related infrastructure
(road and rail links, barracks, and similar projects). Much of this spending is likely to
be on projects that would not otherwise have been undertaken and may be exclusively
for military use, offering little utility to the productive sectors of the economy.

Military spending currently stands at 2.3% of GDP. The increase on the narrower meas-
ure will amount to a rise of 1.2% of GDP, or approximately £35 billion—an amount
expected to grow over time. Announcements of increased military spending have
been accompanied by a flurry of PR about the supposed economic benefits of this new
expenditure, with promises that the benefits will be spread across the country. These
claims are misleading. The spending will require large government outlays that yield
almost nothing in terms of economic recovery. As a result, the net effect is likely to be
the opposite of what its supporters claim. The British population will be worse off due
to increased military spending, as resources will be diverted from other essential areas
of government expenditure.

Why Military Spending Cannot Drive Economic
Recovery

There are both theoretical and practical reasons for arguing that increased military
spending will not lead to economic recovery. The theoretical issues will be addressed
first, as they apply not only to Britain but to all countries, including the United States.

Both consumption and investment require prior production. What has not been pro-
duced—either by human labour or by nature—cannot be consumed. Likewise, investment
requires production to proceed it. In Adam Smith’s famous example, investment in the cre-
ation of a pin requires digging coal, building an ironworks, smelting iron, and so on before
the pin can be produced. But each of these steps—the capacity to produce coal, iron, or a
factory—requires investment. Production and investment form a circular system.

There are only two broad categories for allocating production: consumption or invest-
ment. But of the two, only investment can augment the means of production. Con-
sumption, by definition, uses up production and therefore cannot expand it.

Investment is the decisive factor in economic growth (and ultimately in prosperi-
ty, however it is shared). There is a widespread fallacy that consumption can lead to
growth. But consumption is not an input to production—it is an outcome of it. Claims
that consumption can “induce” or lead to growth require a mystification of the produc-
tion process, where producers anticipate demand, consumption occurs, and produc-
tion follows.

Under certain conditions, production can indeed be induced in this way, and it may
be sensible for policymakers to attempt to stimulate it when there is spare capacity in
the economy and consumption can rise to match it. But in all cases, investment in the
productive capacity of the economy must occur first.
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The corollary is that production is required for both investment and consumption. As in-
vestment either replaces or augments the means of production, it creates the conditions for
maintaining or increasing production, which is the basis for prosperity. That increased pro-
duction can then be directed either toward consumption or further investment. Therefore,
while the sustainable satisfaction of human needs (consumption) is—or ought to be—the
purpose of economic policy, the necessary means to achieve it is investment.

The definition of investment is that it adds to or replaces the existing means of produc-
tion. Anything that increases the level of fixed assets in the economy is properly catego-
rised as investment (Adam Smith’s term for the level of fixed assets was simply “stock”).
Modern economic literature often uses a different definition of investment—an outlay
for which there is a financial return. This is incorrect; it should be an economic return.
There is no greater economic return from a toll road than from a road built without
charges, and training a teacher for a publicly owned school is as economically produc-
tive as for a privately owned one. Either definition—financial or economic—can be
used in examining military spending.

Despite the best efforts of its supporters, increased military spending is not investment.
This is true even for military hardware. Missiles, bombs, and fighter jets are not addi-
tions to the means of production—they are designed to destroy it, along with human
lives. Military hardware is the opposite of investment; it is the means of destruction. It
is true that the production of military hardware requires a vast number of inputs from
other sectors of the economy, just like Adam Smith’s pins—but on a much larger scale.
This applies to all sophisticated production in a modern, advanced economy.

But there are no other parallels with productive sectors. In strict economic terms, military
spending is consumption. This is because military hardware does not add to the means
of production or the productive capacity of the economy. In this regard, a missile, fighter
plane, or bullet is distinct from a desktop computer, lathe, or microchip. The latter can be
used as inputs into the production of other goods or services; military hardware cannot.

Because it is not an input into production, military spending can only be categorised
as consumption. It is not even beneficial consumption. Other items categorised as con-
sumption—such as spending on health, education, or social welfare—are vital to the
well-being of society. Not all consumption is equal. Some is essential to human devel-
opment; military consumption is often wasteful or destructive.

This same point—that military spending does not constitute investment and therefore
cannot contribute to growth—can also be illustrated using Keynesian economic terms
in general usage.

The Military Spending Multiplier

There is an entire body of thought devoted to promoting military spending as an eco-
nomic benefit, dubbed by its supporters as military Keynesianism.'"* The idea is a vul-

113 Paul Krugman, “Weaponized Keynesianism,” The New York Times (blog), June 24, 2009, archived at
https://archive.nytimes.com/krugman.blogs.nytimes.com/2009/06/24/weaponized-keynesianism/
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garisation of Keynes” work, suggesting that any type of government spending is bene-
ficial to the economy—and given that military spending also enhances national power
and prestige, it should be prioritised.

Fortunately, Keynesian economic analysis itself provides a strong rebuttal to these
claims. Central to this rebuttal is the widespread assertion that military spending is
jobs-rich. All types of government spending require labour inputs. Military spending is
not unique in this respect, although many of its advocates rarely suggest that increased
NHS spending or investment in green infrastructure creates jobs at all. Yet, since mili-
tary spending does not add to the productive capacity of the economy, the labour used
in the manufacture of weapons is the equivalent of Keynes’ metaphorical digging holes
and filling them in again—it has zero net economic benefit.

In times of high unemployment, even digging holes and filling them in can stimulate
wider job creation (which was Keynes’ ironic point). But if the aim is to create bet-
ter, higher-skilled, higher-wage jobs, there are far more effective ways to spend public
money.

The military budget is already one of the largest areas of government expenditure—£53
billion in 2022/23—behind only the Departments of Welfare, Health, and Education."*
It exceeds the combined spending of the Departments of Housing, Transport, and
Work & Pensions. In terms of direct employment, the Ministry of Defence employs just
under a quarter of a million military and civilian staff. However, claims that military
spending is jobs-rich rely heavily on assumptions about the impact of MoD procure-
ment on job creation in private sector arms industries and related services.

It would be easy to get bogged down in technical analysis here. Thankfully, this work
has already been done—in a study for the Scottish Government on employment multi-
plier effects. This analysis examines the structure of the economy and the relationships
between inputs and outputs, including labour. It applies to individual sectors and in-
cludes detailed tables for each economic sector.'”®

he key conclusion is clear: military spending has one of the lowest employment mul-
tipliers of all economic categories. It ranks 70™out of 100 in terms of employment
generated. Health ranks number 1. Sectors ranging from agriculture to energy, food
manufacturing, chemicals, iron and steel, computers, and construction all have higher
employment multipliers than military spending. Investment in health is two and a half
times more jobs-rich than investment in the military.

A recent example illustrates this point. The British government hailed a deal with Nor-
way to construct anti-submarine vessels, claiming it was the largest of its kind in his-
tory—worth £10 billion. Yet it was extremely vague on job creation, which can be ver-
ified. Officials stated only that the deal would secure 4,000 jobs well into the 2030s.''¢

114 “Public Spending Statistics: February 2024,” GOV.UK, published 28 February 2024, https://www.gov.
uk/government/statistics/public-spending-statistics-release-february-2024/public-spending-statis-
tics-february-2024

115 “Input-Output: Latest,” Scottish Government, https://www.gov.scot/publications/input-output-latest/

116 Jonathan Beale and Jessica Rawnsley, “UK Secures £10bn Deal to Supply Norway with Warships,” BBC
News, August 31, 2025, https://www.bbc.co.uk/news/articles/cr5rgdpvné3o
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“Secure” is government-speak for no net new jobs created. A similar pattern is evident
in many recent announcements about military projects. While ministers are eager to
promote the supposed economic benefits of military spending, including claims about
job creation across various sectors, none of the specific announcements include figures
for net new jobs. There is a very good reason for this.

‘Military Keynesianism' - A Casualty of War

The idea of military Keynesianism fell into disrepute partly because its advocates not
only prioritised military spending but treated it as an exception. In no other sector of
the economy did they argue that increased government spending would yield similar
benefits.

The decisive turning point came in the real world, when the ideas behind military
Keynesianism—and its left-wing variant, the permanent arms economy—were tested to
destruction during the Vietnam War. At that time, US governments granted themselves
unlimited public and covert budgets to fight the war, nearly bankrupting the federal
government in the process. This also led to the collapse of the Bretton Woods economic
system and unleashed a wave of global inflation.

A contrary example comes from Britain’s own history. After World War II, West Ger-
many was not allowed to rebuild its armed forces. It was obliged to use its (much small-
er) Marshall Plan funds for economic regeneration, leading to a prolonged period of
public investment-led growth known as the German economic miracle. Britain, by con-
trast, faced no such restrictions and spent freely on the military, particularly in support
of the Korean War. There was no British economic miracle. In time, Britain became
known as the sick man of Europe.

In the present era, the diminished military weight of Western Europe has triggered
widespread panic. In the drive to rearm, old and discredited ideas are being revived to
justify the diversion of public funds—a blatant case of policy-based evidence-making.
These include growing claims about the supposed positive effects of military spending
on technology, R&D, and job creation.'”” As we have seen, economic theory, empirical
data, and historical experience all show that these claims are not valid.

Practical Considerations, and Opposition in
Practice

There are also a number of objective difficulties in implementing the policy of increas-
ing military spending. As the character in the gangster movie says, “Blood is a big ex-
pense.” The cost—even before accounting for the toll in human lives—is twofold. First,
the shift to a war economy requires significant outlays that cut across society and its

117 “Higher Defence Spending Could Create Up to 200,000 Jobs in Germany, Says Report,” The Brussels
Times, February 17, 2025, https://www.brusselstimes.com/eu-affairs/1447802/higher-defence-spend-
ing-could-create-up-to-200000-jobs-in-germany-says-report
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existing spending priorities. Second, other forms of production must be halted or redi-
rected toward the war effort.

NATO countries (with the exception of the United States, which has been continuously
engaged in military operations since its inception) are attempting to shift to a war econ-
omy without undertaking the full, wrenching expenditure and economic redirection
that such a shift entails. Either they will have to make that significant expenditure, or
they will fail in their aim. This tension is reflected in the discrepancy between the 5%
target for total aggregate military spending and the 3.5% allocated strictly to military
hardware. Whether the additional 1.5% annual spending on military-related infra-
structure will be sufficient to accommodate an effective doubling of Britain’s military
capacity remains to be seen. In any case, it will require a sustained annual commitment.

Yet there is a broader challenge beyond infrastructure investment. The required in-
crease is nearly equivalent to Britain's annual net public investment over the life of this
parliament, as outlined in the October 2024 Budget. This challenge is magnified by the
fragile state of government finances, even before meeting Trump’s demand for military
spending to reach 5% of GDP. Britain has already seen three austerity-driven fiscal
events under the current government: the October 2024 Budget, the Spring Statement,
and the Spending Review in early 2025.

As with previous austerity packages, these measures have left both the economy and
public finances in a worse state, prompting calls from austerity advocates for further tax
increases and spending cuts. The traditional mantra— “there is no money left”—is not
applied to military spending. But without economic growth and the resulting improve-
ment in public finances, the government will be forced to slash other areas of spending
to fund increased military outlays.

Ministers have already indicated a return to cuts in welfare spending, which previous-
ly triggered parliamentary rebellions within the Labour Party and imposed a heavy
political cost on the current leadership. The Office for Budget Responsibility (OBR)
estimates that total government spending will amount to 45% of GDP in the current
financial year. The planned increase in military spending demanded by Trump will
amount to 2.7% of GDP—an enormous rise."'®

Clearly, this cannot be funded by cutting military spending or avoiding debt interest
payments. Together, these already account for 6.2% of GDP (OBR data). For political
reasons, the government has ruled out touching the state retirement pension. Alto-
gether, these commitments total 13.9% of GDP. The increase in military spending must
therefore come from the remainder—namely, spending on health, education, public
services, and welfare. A series of ministerial statements suggest that welfare payments
are the primary target. But given the depth of the fiscal crisis, little else has been ruled
out. In effect, disabled people, the poor (including the low-paid), and pensioners will
bear the cost of the war drive. In his latest statement, Starmer added that those suffering
from mental health conditions would also be affected.

118 “A Brief Guide to the Public Finances,” Office for Budget Responsibility, https://obr.uk/forecasts-in-
depth/brief-guides-and-explainers/public-finances/
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However, there is notable resistance. This was most evident in the parliamentary rebel-
lion over cuts to disability payments, where the government was forced into a series of
concessions that angered austerity advocates but still led 47 Labour MPs to vote against
their own government. At the recent Labour conference, government aides briefed that
the cap on welfare for families with more than two children would be scrapped—al-
though given fiscal constraints, this remains uncertain.

Perhaps the most significant resistance came from the recent Trade Union Confed-
eration (TUC) conference. This was significant not only because of the social forces
involved, but also because of the direct link made between military spending and wel-
fare cuts. Reversing its previous support for immediate increases in military spending
(based on job creation claims), the TUC voted to prioritise campaigning for public
investment in services and to “reaffirm our movements priority is welfare and wages, not
weapons and war.” The vote was close: 2,871,000 in favour, 2,291,000 against.

No one expects the TUC to campaign vigorously on this issue, but the vote leaves the
door open for individual unions to work with the wider movement to advocate for the
policy. It is highly unusual—but not unprecedented—for the organised labour move-
ment to oppose the key war aims of both the British and US governments, especially
under a Labour government. In opposing the Suez War, the National Council of La-
bour (the TUC and Labour combined) aligned with the US. The first real cracks in
union support for Britain’s central war aims came during the Iraq War. The latest TUC
vote builds on that legacy.

In Britain and many other NATO countries, there is much talk of public investment.
But the reality is different. The recent announcement from Chancellor Rachel Reeves,
following the Treasury’s Spending Review, stated that there would be £725 billion in
public investment over the next 10 years. But this is less per year than the £77.6 billion
invested in 2024. Public investment is being cut. Once the (smaller) envelope for public
investment is set, it determines the level of funding available for consumption. In the
domestic economy, investment + consumption must equal 100% of output. Likewise,
public investment + public consumption must account for 100% of public spending.

The inescapable logic is that the government must choose between types of consump-
tion within the reduced funds allocated to it. The Starmer government has made its
choice: it cut international aid and welfare to increase military spending. Essentially,
under the current allocation for public consumption, the government chose between
welfare funding and military funding. Economically, politically, and morally, it made
the wrong choice. Other Western governments have made similar decisions.

Living standards are declining in Britain and across Europe. Commentators note the
growing divergence in real incomes between rich and poor in the United States, with
European countries now at risk of following that example. Therefore, the material basis
for opposition to reckless, wasteful military spending may continue to grow.
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Nadia Garbellini'?®, Joseph Halevi'*® and Gianmarco Oro'*'

What is The Price of the Italian
Rearmament?

This report critically examines the European economic and political strategy with a
focus on military spending and its social, economic, and geopolitical consequences.
The recent push to raise military spending to 5% of GDP represents a profound di-
version of public resources from essential services such as healthcare, education, and
social welfare toward armaments, largely financed through financial markets. Such a
policy risks compromising peace and household well-being, exacerbating inequality,
and deepening social instability, while failing to deliver a truly autonomous Europe-
an defence capability due to reliance on foreign arms imports, particularly from the
United States. The analysis highlights Europe’s strategic subordination to Washington,
demonstrated by aggressive sanctions on Russia and the lack of sanctions on Israel,
alongside the financing of conflicts via trade and arms transfers. This paper argues that
this military-focused approach is unsustainable, socially harmful, and incompatible
with long-term economic development. A reorientation is required: reducing depend-
ence on foreign powers, prioritizing domestic investment, supporting wage growth,
and financing technological and energy self-sufficiency. Only through such measures
can Europe achieve sustainable development and social cohesion.

Rearming Europe: The Economic and Geopolitical
Context

The economic model of European integration was founded on the almost unlimited mobility
of capital and on labour flexibility in order to foster growth driven by net exports. The former
came in the early 1980s, while the latter occurred with the transition from the EEC to the EU
after 1992. Through these two elements, especially with the adoption of the euro, a relation-
ship was established between the countries of the North (Germany, France, and the Nether-
lands) and those of Southern and Eastern Europe, typical of a centre—periphery scheme.

119 An economic researcher from the University of Modena and Reggio Emilia, Italy.
120 Honorary professor of political economy at Macquarie University, Sydney, Australia.
121 Research Fellow in Eonomic and Social Sciences at the Catholic University of the Sacred Heart, Italy.
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The former were able to relocate certain parts of global value chains to the periphery in
order to minimize production costs (especially wages), while the latter benefited from
employment opportunities and lower prices for goods imported from the North. From
the very beginning, this model presented internal trade imbalances, in which the centre
could obtain a trade surplus with respect to the South, while the latter, thanks to the
strong currency and the loans granted by the North, found itself in a position of deficit.

The financial crisis of 2007-2008, which culminated in the debt crisis of 2011, brought about
the need to resolve the internal imbalances. The objective was achieved starting from 2012
through austerity (the so-called Fiscal Compact) and wage deflation policies imposed by
the Troika on the Southern countries. With these policies, domestic demand was destroyed,
leading, on the one hand, to the reduction of imports and, on the other, to the increase in
the competitiveness of exports obtained through the lowering of labour costs.'**

In this way, the Eurozone resolved its internal imbalances by generating an overall sur-
plus with the rest of the world—in particular with the USA and China—at the cost of
increasing internal inequalities due to wage stagnation, labour precarization, and cuts
in social spending. Another element, together with low wages and austerity, was fun-
damental for European growth driven by trade surpluses, namely the low-cost natural
gas imported from Russia, which guaranteed the Franco-German financial and indus-
trial axis to be “the locomotive of Europe.” The situation, far from stable and optimal,
however, entered into contradiction with the pandemic crisis and the Russo-Ukrainian
conflict. The polarization of the conflict, the proliferation of EU sanctions against Rus-
sia imposed by the USA, energy inflation and, finally, the American sabotage of the
Nord Stream pipeline,'* severed economic relations of European countries with Rus-
sia, leading them into a recession which, starting from German industry, spread like
wildfire throughout the region. To the destruction of the main supply channel was then
added the cancellation of the main outlet markets, with Donald Trump’s re-election
and the onset of a trade war against the EU through import tariffs.

It is in this context that the ReArm Europe/Readiness 2030 plan, imposed by NATO
leadership, is situated. With the ambition of the Franco-German ruling class to make the
EU a geopolitical actor independent of Washington having essentially ended, and the
growth model based on exports having collapsed, European countries chose to fuel the
Russo-Ukrainian conflict in order to justify a massive rearmament program with the aim
of resolving the industrial crisis through the injection of liquidity by governments.

Italy and the NATO Target on Military Spending

Bringing military spending to 5% of GDP is an act of pure madness for Europe. Be-
cause of its disproportionate size, the measure implies that enormous public resources

122 This statement is not a judgement of the authors, but is a precise declaration by Mario Monti himself,
the former Italian Prime Minister who executed the operations assigned by the Troika. In an interview
with CNN in 2012, Monti stated: “We are gaining a better position in terms of competitiveness because
of the structural reforms, we are actually destroying domestic demand through fiscal consolidation”

123 Hersh, S. 2023. “How America took out the Nord Stream pipelines” Seymour Hersh, 8 February.
Available at: https://seymourhersh.substack.com/p/how-america-took-out-the-nord-stream.
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will be diverted to the purchase of armaments at the expense of essential public services
such as healthcare, education, and pensions. Citizens will be forced to turn increasingly
to financial markets even just to access the most basic rights. Let us consider Italy as
an example.

In 2024, as shown in Table 1, Italian current public spending amounted to 18.3% of
GDP.*** The main items were healthcare (6.3%), education (3.5%), and general public
services (2.3%). Current spending allocated to defence amounted to 1.1% of GDP. On the
other side, capital expenditure was equal to 3.5% of GDP, with weapons systems alone
accounting for 0.3%. Adding current military spending to that carried out in capital ex-
penditure, the figure reached 1.4% of GDP—still far from the target of 3.5% or even from
the 5% that Trump and many other members of the NATO summit now call for.

Table 1. Italian government current expenditure in the year 2024 (current market
prices).

Government Expenditure Function Value (million €) Share (%)
Healthcare 138,319 6.31
Education 76,464 3.49
General services of public administrations 49,644 2.26
Public order and safety 37,543 1.71
Economic affairs 32,621 1.49
Defence 23,590 1.08
Social protection 18,856 0.86
Recreational, cultural and religious activities 7,994 0.36
Environmental protection 7,912 0.36
Housing and land use planning 7,777 0.35
Total government current expenditure 400,720 18.28
Gross domestic product 2,192,182 100.00

Note: Own elaboration based on ISTAT database.

Firstly, there are well-founded doubts about the effectiveness of rearmament itself due
to the lack of investment in industry, particularly in the military sector. After the de-
industrialization of recent decades, the currently installed productive capacity could
cover only a portion of these new purchases. An industrial reconversion of this scale
could, therefore, generate inflationary pressures that would nullify the effectiveness of
the fiscal stimulus on production, in a context where the relative prices of armaments
and ammunition have already increased following the Russo-Ukrainian crisis.'*®

For this reason, we can presume that many of the funds allocated to rearmament will be used
to import weapons—particularly from the United States and France, as shown in Table 2—
worsening Italy’s external position and its ability to retain value added within national borders.

124 The aggregate refers only to the government current expenditure, while if we add capital expenditure
and interest expenditure on the public debt, Italy reached 50,4% of GDP.

125 Antonova, R., R. Luetticke and G. Miiller. 2025. “The military multiplier” CEPR Discussion Paper No.
20220, 9 May.
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Table 2. Top armament exporters toward Italy in the year 2024 (current market prices).

Country Value (million €) Share (%)
USA 72 16.91
France 53 12.37
Switzerland 44 10.43
India 36 8.39
Israel 32 7.50
United Kingdom 27 6.44
Germany 26 6.06
Spain 21 493
Belgium 19 4.40
Tirkiye 17 4.01
Total Italian armament import 425 100.00

Note: Own elaboration based on UN Comtrade database.

Secondly, who will pay for the new military spending? An operation of this kind can
be financed in three ways: by increasing taxes, issuing new debt, or monetizing—in
agreement with the European Central Bank—the additional expenditure. Notoriously,
the ECB cannot finance government spending; therefore, we can immediately exclude
this last solution. Thus, only the first two options remain.

Increasing taxation would imply a tightening of the tax burden on middle- and low-in-
come earners, given that rates on high incomes have historically been falling, while the
issuance of new debt is in clear contradiction with the EU fiscal rules imposed by the
Maastricht Treaty. The only solution, therefore, is to leave the overall volume of public
spending (and thus public debt) unchanged and to increase military spending at the ex-
pense of other budget items. This means, as mentioned above, diverting public money
from current spending to a common investment fund, which would imply that citizens
would have to borrow on the financial markets to access essential services no longer
guaranteed by the State, naturally leading to a compression of their consumption.

It will therefore be a non-expansionary measure, which should definitively close the eco-
nomic debate on any beneficial effect of the renewed “military Keynesianism” on growth,
employment, and labour productivity.'**What is not mentioned by the scientific and po-
litical community, however, is that the 5% of GDP threshold is such an enormous fig-
ure—in addition to having to be reached in such a short time—that cutting other public
spending items will not be sufficient to keep public debts in the region constant.

It should also be clarified that this initiative is not new and does not depend exclu-
sively on the need to increase military spending. Unfortunately, we know that this was

126 Chebanova M., O. Faryna and S. Sheremirov. 2023. “The economic effects of military support for
Ukraine: Evidence from fiscal multipliers in donor countries” CEPR VoxEU Column, 20 June; 1zetzki,
E. 2025. “Guns and growth: The economic consequences of defense buildups.” Kiel Report No. 2, Kiel
Institute for the World Economy, February.
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precisely the direction the EU intended to pursue regardless of NATO’s requests. The
Draghi Report, drafted for the Commission last September,'”” had already anticipated
something in this direction, when Draghi stated the need to finance major investments
identified through a “mobilization of private savings.”

The European Commission itself has announced that it will seek to raise up to €150
billion on financial markets, which, however, as is logical—though the Commission re-
mains silent on this—will have to be generously compensated with future interest."*Af-
ter more than thirty years of financial power, and despite the consequences this has had
for inequalities and economic instability, the EU continues firmly along this path.

Military and Economic Cooperation with Israel

While on one hand the conflict in Ukraine has pushed the EU to adopt harsh policies
against Russia—with all the recessive consequences these have arisen so far and which
risk arising in the near future’®—on the other hand, the EU remains completely indif-
ferent to Israeli war crimes in Palestine.

It is worth clarifying immediately what already seems sufficiently obvious: we are not
dealing with a “double standard.” Europe’s behaviour is not based on morality at all, but
rather on economic interests, which are subordinated to those of the United States. As
already noted, the EU’s stance toward Russia is essentially due to Washington’s desire
to prevent the project of European geopolitical autonomy based on the Franco-Ger-
man axis, the supply of Russian raw materials, and, eventually, the region’s commercial
opening toward the vast Chinese market. In contrast, the passive stance toward Israel is
due to the significant economic interests of US and European industries.

The UN Special Rapporteur on the Occupied Palestinian Territory Francesca Albanese,
highlighted, in her most recent report, a substantial complicity of European private in-
dustries in Israel’s illegal occupation, apartheid, and genocidal acts against the people of
the Gaza Strip and the West Bank."*?’Among the European companies, financial institu-
tions, and entities mentioned in the report are: the Italian arms manufacturer Leonardo,
which contributes to Israel’s F-35 program; the University of Edinburgh, which collabo-
rates with companies such as Amazon, Microsoft, and IBM on surveillance projects used
by the Israeli apparatus in Gaza; the Swedish automotive company Volvo Group, which
supplies armoured transport vehicles to the settlements; the German company Heidel-

127 Draghi M. 2024a. The Future of European Competitiveness. Part A. A Competitiveness Strategy for
Europe. Brussels, European Commission.

128 European Commission. 2025. “White paper for the European defence — Readiness 2030 6 March.
Available at: https://defence-industry-space.ec.europa.eu/eu-defence-industry/white-paper-europe-
an-defence-readiness-2030_en.

129 In July 2025, the 18th package of sanctions was introduced, and while we are writing, the European
Commission is discussing the terms of the 19th.

130 Albanese E. 2025. “From economy of occupation to economy of genocide. Report of the Special Rap-
porteur on the situation of human rights in the Palestinian territories occupied since 1967 Unit-
ed Nations, 16 June. Available at: https://www.un.org/unispal/document/a-hrc-59-23-from-econ-
omy-of-occupation-to-economy-of-genocide-report-special-rapporteur-francesca-albanese-pales-
tine-2025/.
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berg Materials, which contributed to the looting of millions of tons of dolomite rock in
the West Bank and supplied materials for a bridge on the colonial railway; Booking Hold-
ings, operating in Europe as Booking.com, which offers real estate in the occupied terri-
tories, normalizing illegal settlements; the French financial group BNP Paribas together
with the British bank Barclays and the German insurance company Allianz, which have
underwritten Israeli government bonds; and the French supermarket chain Carrefour,
which operates in the settlements, supporting their existence and expansion. Albanese’s
investigation is rich and detailed and, of course, also extends to non-European entities.

According to the available evidence in the UN Comtrade international transactions
database, the total value of trade between Israel and the EU (exports plus imports)
amounted, in 2024, to €41.2 billion, far exceeding the value of trade between Israel
and the USA, which amounted to €33.9 billion. In detail, Table 3 shows some data on
Israeli exports by importing country in 2024. The main buyer of Israeli products was
the USA, which absorbed over €15 billion, or 28.4% of total Israeli exports. Following
were Ireland (5.4%), China (4.7%), the Netherlands (4.5%), and Germany (3.7%). Italy
absorbed 1.9% of Israeli exports, with over €1 billion in spending, importing mainly
plastics, machinery, airplanes, chemical materials, minerals, and electrical equipment.

Table 3. Top importers from Israel in the year 2024 (current market prices).

Country Value (million €) Share (%)
USA 15,570 28.42
Ireland 2,948 5.38
China 2,574 4.70
Netherlands 2,456 4.48
Germany 2,071 3.78
India 2,011 3.67
Hong Kong 1,804 3.29
United Kingdom 1,389 2.54
Belgium 1,349 2.46
France 1,266 2.31
Italy 1,076 1.96
Brazil 1,043 1.90
Spain 856 1.56
Rep. of South Korea 803 1.47
Japan 785 1.43
Total Israeli export 54,779 100.00

Note: Own elaboration based on UN Comtrade database.

The EU as a whole purchased from Israel as much as the USA and, with €15.4 billion
corresponding to 28.2% of total Israeli exports, ranks second, well above China and
India. These numbers represent the inflow of money channelled to Israel through in-
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ternational trade, which contributes, directly or indirectly, to financing Israeli colonial
expansion within the Palestinian territories.

We can also look into the transfer of weapons and ammunition. As is well known, Israel
has its own arms production, which is advanced and also includes a nuclear program."
In fact, as Table 2 shows, Israel has been one of Italy’s main suppliers of armaments,
covering 7.5% of total Italian arms imports with purchases exceeding 31 billion euros.
However, we can observe in Table 4, Israel imported over 1.5 billion euros in weapons,
more than 90% of which came from the USA. Here too, aggregating all EU countries,
the value of arms exported to Israel amounted to 69.3 million euros, or 4.4% of total
Israeli armament imports. Although the EU had a smaller share compared to the USA,
its responsibility for Israeli militarization is certainly not negligible.

We also note that among the European actors most involved in the transfer of arms
to Israel were the Eastern European countries, with Czechia (1.9%), Romania (1.5%),
Slovakia (0.6%), and Croatia (0.1%). Italian exports, on the other hand, accounted for
0.4% of Israeli arms imports, still higher than those of Germany (0.03%) and the Unit-
ed Kingdom (0.01%).

Table 4. Top armament exporters toward Israel in the year 2024 (current market prices).

Country Value (million €) Share (%)
USA 1,451.31 91.80
India 5140 3.25
Czechia 30.87 1.95
Romania 23.89 1.51
Slovakia 9.70 0.61
Ttaly 5.78 0.37
Brazil 1.60 0.10
Croatia 1.42 0.09
Rep. of South Korea 0.95 0.06
Australia 0.92 0.06
Portugal 0.64 0.04
Germany 0.53 0.03
Austria 0.51 0.03
Tiirkiye 0.29 0.02
Cyprus 0.25 0.02
Canada 0.25 0.02
United Kingdom 0.18 0.01
Total Israeli armament import 1,580.93 100.00

Note: Own elaboration based on UN Comtrade database.

131 Nuclear Threat Initiative. 2025. “Israel” 19 June. Available at: https://www.nti.org/countries/israel/.
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It is therefore evident that there is a close economic involvement of the EU in Israeli
affairs. If Europe were truly a stabilising actor for the Mediterranean, as it claims to be
for Ukraine, its leadership would have been discussing for years the introduction of
sanctions packages against Israel, first to limit the indirect financing of the Israeli gov-
ernment through import restrictions, and subsequently to limit the supply of weapons
and ammunition.

Alternative European Development: Peace,
Independence, and Wellbeing

European governance suffers from severe strategic subordination to Washington’s will.
This is demonstrated by the sanctions on Russia and the lack of sanctions on Israel,
Trumpss tariff agreements (substantially in favor of the United States), the renunciation
of commercial relations with China, and even the rearmament plan financed at the
expense of citizens. It is time for a decisive change in European economic policies to
adopt a development model based on peace, independence, and collective well-being.

The sanctions on Russia have so far proven ineffective as a deterrent to the military
operation in Ukraine and harmful to European countries, which have simultaneous-
ly given up a fundamental energy supply channel and an important export market."*
To avoid an escalation—which would have disastrous consequences for the lives of all
citizens in the countries involved—a responsible leadership should instead consider
an autonomous diplomatic channel with Russia capable of truly stabilizing the situa-
tion. At the same time, Europe, in its role as a stabilizer and conflict mediator, should
condemn and sanction Israel for its occupation of the Palestinian territories, which in
recent years has culminated in deliberate acts of ethnic cleansing and crimes against
humanity.

As for European independence, this should be understood not only in terms of geo-
political autonomy but also in terms of economic and technological self-sufficiency.
Investment plans are needed to counteract the catastrophic social effects generated by
the thirty-year period of productive delocalization, triggered by wage arbitrage and the
free mobility of capital within and outside the region.

The energy transition—which seems to have been entirely removed from the European
agenda in favour of rearmament—should represent the strategic pivot, carrying not
only the goal of environmental sustainability but also that of energy self-reliance and
security, fundamental requirements for long-term development.

The use of renewable energy resources requires a decisive reduction of technological
dependence. This implies initiating production processes through the installation of
new manufacturing plants, accompanied by legislation that incentivizes productive
relocation and import substitution in crucial segments such as photovoltaic panels,
batteries, microprocessors, and extending to motor vehicles and updated machinery.

132 Lampa R. and G. Oro. 2023. “Can the side effects of sanctions and energy inflation trigger the disinte-
gration of the international monetary regime?” PSL Quarterly Review 76 (306): 225-242.
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Innovation should be directed primarily toward saving energy resources and critical
raw materials—rather than labour—in order to optimize production costs in the me-
dium term.

Such a reconversion would require careful planning of public investments. Regional,
national, and supranational public administrations should carry out infrastructural in-
vestments—such as railway and tram networks compatible with the new technological
paradigm, charging stations for electric vehicles, and low-energy-consumption public
buildings—as well as social investments to increase the level and quality of employment
and improve public services in mobility, health, education, and housing. Industrial pol-
icies should therefore be oriented toward building autonomous productive capacities
and territorial cohesion in the new global context.

Emblematic in this sense were Mario Draghi’s interventions. During 2024, he repeated-
ly criticized the economic policies adopted in the Eurozone—despite having been one
of their main interpreters in the past, but as often happens, history leads to reconsid-
erations. In his April speech in La Hulpe, he stated: “We pursued a deliberate strategy
of trying to lower wage costs relative to each other—and combined this together with a
procyclical fiscal policy—the net effect was only to weaken our own domestic demand and
undermine our social model.” In the analysis for the CEPR in December, he reiterated:
“European policies tolerated low wage growth as a means to increase external competi-
tiveness, compounding the weak income-consumption cycle. Since 2008, annual average
real wage growth has been almost four times higher in the US than the euro area.”"** Be-
tween these two interventions, his report on European competitiveness was published.

It should be understood that the solution he proposed would be to abandon the model
adopted so far, based on exports, which has not proven to be a true engine of growth
but rather a stagnationist model. Ultimately, the perspective should be to relaunch in-
vestments to close the enormous technological gap with the USA and China, as well as
to support wage growth to ensure an adequate return on investments through the ex-
pansion of domestic consumption, and finally to finance the twin transitions through a
program of coordinated public deficits at the supranational level (the so-called “Euro-
pean common debt,” so strongly opposed, especially by Germany).

The very fact that the European rearmament plan will not be, as mentioned, a Keynesi-
an-type expansionary measure underscores the need to adopt new policies for stable full
employment by supporting an increase in wages compatible with the energy transition.
However, this is possible only by eliminating those forms of “unproductive expenditure,”
characterized by high rates of profit and financial rents—the foremost of which is precisely
the military sector, in addition to being highly polluting and harmful to the environment.

Europe needs to be rethought as a unified economic system and not as a collection of
individual national markets. Starting from this change in perspective, it becomes evi-
dent that economic growth should no longer be driven by exports, but rather by public
investments and household consumption—supported by fiscal expansion and decisive
wage growth—to revitalize the immense potential market that the region enjoys.

133 Draghi M. 2024b. “Europe: Back to domestic growth.” Center for Economic Policy Research, CEPR
Policy Insight No. 136, 18 December.
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Concluding remarks

The real danger for Europe is not only economic. It is political —and existential. We face
the risk that a political class, blinded by its servile subordination to US interests, could
drag Europe into a war whose consequences would be nothing short of catastrophic.
Let us not forget that the Western development model has always been based on highly
aggressive policies toward the Global South—once predominantly economic and com-
mercial in nature, today increasingly military.

For decades, European economic strategy has been based on export competitiveness.
Behind these aseptic terms lies a brutal reality: wage compression, worsening work-
ing conditions, and a relentless push to surpass others—an economic war by another
name. European workers have maintained a certain standard of living by consuming
low-cost goods produced under conditions of hyper-exploitation in the Global South.
In other words, our social stability has depended on maintaining the underdevelop-
ment of other regions of the world.

However, that pillar is now cracking. The Global South, led by China, is beginning to
legitimately renegotiate its role in the world economy. The current system is unsustain-
able. Either we change course, or we move toward a world in which only a small elite
maintains access to essential goods and services, while the majority is pushed to the
margins. The excluded classes will be relegated to experiencing the world second-hand,
consuming the lives of others through screens, in a model that emerged during the
pandemic and is now normalized: a world in which well-being becomes spectacle, and
reality becomes simulation.

Yet, in the face of this systemic crisis, the response always remains the same. Whether it
comes from the centre-right or the centre-left, the mantra is always “competitiveness”
Public funds are handed over to private companies in the name of market-driven in-
vestment.

It is a profoundly short-sighted strategy. To face the ecological transition, technological
transformation, and the worsening of social crises, the opposite is needed: a true para-
digm shift. An industrial policy centred on domestic demand is required—increasing
wages, rebuilding entire production chains (including those currently delocalized), and
investing in clean technologies and public infrastructure. This is not just a matter of
growth; it is a matter of social cohesion, sustainability, and economic sovereignty.

This logic is fundamentally incompatible with a system based on private profit and
requires planning and direct public intervention in the economy. We can no longer ex-
pect the market to produce socially optimal outcomes. It is the state’s responsibility to
act directly through selective industrial policies, public ownership in strategic sectors,
and the capacity to guide long-term development. It is true, as Draghi himself states,
that large industrial actors are needed at the European level. But these actors must be
public, not private. They must be instruments of a collective strategy, not corporate
entities bound to the interests of their shareholders. The challenge we face is systemic
and requires radical political action—one that is commensurate with the complexity
and danger of our times.
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Cornelia Hildebrandt'*

Germany on the Path
To Rearmament and
the Positions of the Left Party*

“Germany is back!” With these words, Chancellor Friedrich Merz opened his govern-
ment statement on 24 June 2025, setting the direction for German foreign and security
policy: the Bundeswehr is to be expanded into “Europe’s strongest conventional army;”
and Germany is to become a “role model among our allies.” With the goal of spending
5% of gross domestic product on defence and rearming the Bundeswehr, German pol-
itics is finally bidding farewell to the era of military restraint.

This process of reinterpreting Germany’s international role actually began with the Bunde-
swehr’s participation in NATO's “Allied Force” bombing campaign during the war against
Yugoslavia in 1999—its first combat mission since 1945. In 2002, then SPD Defence Minis-
ter Wolfgang Struck declared that Germany’s interests must also be defended in the Hindu
Kush. This 20-year mission cost Germany €17.3 billion and ended with the hasty withdraw-
al of the Bundeswehr and the Taliban’s return to power. Since 1990, the Bundeswehr has
been involved in numerous UN- and EU-mandated military missions worldwide.

In 2014, Federal President Joachim Gauck called for an end to military restraint at the
50th Munich Security Conference. In 2016, the White Paper on Security Policy and the
Future of the Bundeswehr—the “supreme security policy document”—declared that
Germany was prepared to “contribute early, decisively and substantially to the interna-
tional debate as a driving force, to live up to its responsibilities and to take on leader-
ship.”* In this spirit, Chancellor Merz described Germany, on the occasion of NATO’s
70th anniversary in 2025, as a “reliable partner who takes responsibility”

Russia’s attack on Ukraine has made it possible that, 80 years after the end of the Second
World War, German history no longer plays a secondary role in armament and inter-

134 Cornelia Hildebrandt is an advisor at the Centre for Social Analysis and Political Education at the
Rosa Luxemburg Stiftung (RLS) and has long studied left parties and political power relations in Eu-
rope. She is the managing director of transform review.

135 This article was first published in German (under the title: Deutschland auf dem Weg zurAufriistung
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national leadership. The CDU/CSU and SPD government, supported by the Greens,
wants to make Germany fit for war again and is pushing ahead with the rearmament of
the Bundeswehr and the restructuring of key areas of public economic and social poli-
cy. From the perspective of these actors, this is supposedly the way to guarantee peace
and security for Germany and Europe. To this end, the CDU/CSU/SPD government
under Friedrich Merz has decided on fiscal policy instruments to rearm the Bunde-
swehr and expand the nation’s military-related infrastructure. Foreign, defence, and
domestic policy are being combined in an expanded security concept, the implementa-
tion of which will have fundamental implications for the state and society, democratic
institutions, and decision-making processes.

The following section takes a closer look at the cornerstones of German foreign policy
with regard to the paths of rearmament and the institutional restructuring of state in-
stitutions. The Left Party (DIE LINKE), whose commitment to peace and disarmament
is in its DNA, faces the challenge of addressing a number of peace policy issues as it
revises its programme in light of the changed international environment. In particular,
this concerns the relationship with military alliances, the definition of defence capabil-
ity and structural non-aggression, arms export policy, and conscription.

Between Continuity And Escalation:
The New Old Foreign Policy

Although Friedrich Merz announced a fundamental change in foreign policy during
the election campaign, his government is largely continuing the policies of the SPD,
Green Party, and FDP coalition. On 24 February 2022, SPD Chancellor Olaf Scholz
heralded a paradigm shift in military policy with his “turning point” speech.

Germany’s military spending has been steadily increasing since 2014 and has doubled
over the last 10 years."” According to the 2024 report by the Stockholm International
Peace Research Institute (SIPRI), Germany has the fourth-largest defence budget in the
world. In 2025, the defence budget in the federal budget will amount to €62.3 billion.
In addition, there is €24 billion from the 2022 special fund and €8 billion for direct
support to Ukraine. The federal budget is allocating €82.7 billion to the Bundeswehr in
2026, €108 billion in 2027, and €150 billion in 2029.

To finance this, rearmament will be exempted from the debt brake. In addition, there
will be €500 billion in special funds for a so-called infrastructure pact, aimed not only
at civilian modernization but above all at war-related infrastructure such as roads,
bridges, and railways. The subordination of foreign, defence, and domestic policy to
the security paradigm also includes measures to protect critical infrastructure, develop
civil protection and disaster control, and strengthen cybersecurity. The necessary con-
stitutional amendments were pushed through by the old majorities in the Bundestag,
disregarding the results of the 2025 federal elections, with the AfD and Left Party now

137 Statistika. Germany’s military expenditure from 1953 to 2024. https://de.statista.com/statistik/daten/
studie/183064/umfrage/militaecrausgaben-von-deutschland.
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having enough votes to block the bill.

The foreign policy logic of the federal government, supported by the German Greens,
is deterrence through military strength under the umbrella of NATO and alongside
the USA. The tenor is that Russia must be contained as an imperialist threat, and only
NATO is considered a guarantor of collective security. There are currently no signs of
a shift away from the USA or the development of an alternative autonomous European
path. On the contrary, the tariff deal with EU countries demanded by US President
Trump includes, among other things, a commitment to rearm and import over $750
billion worth of liquefied gas, oil, and fuel rods for nuclear power plants—in addition
to imports of US military equipment. According to SIPRI, European NATO countries
increased their arms imports from the USA between 2020 and 2024, with the result that
60% of European arms imports now come from the USA. Consequently, it is no longer
a question of the EU’s “strategic autonomy” but of “independent strategic capabilities,”
as European Commission President Ursula von der Leyen put it in her 2025 State of the
Union speech. This means that an independent European security architecture remains
devoid of actual content and without any independent solutions.

At the same time, German foreign and security policy is entangled in the logic of sys-
temic rivalry with China, Russia, and others. It negates the changes in international
relations and the potential of the emerging multipolar world. While China’s economic
role is the subject of European strategic considerations, the reality of China’s growing
political leadership in the non-Western world remains largely overlooked. While aware
of the economic interdependence between Europe—especially Germany—and China,
the German government has avoided complete decoupling while pursuing a policy of
strategic decoupling (“de-risking”), though avoiding total separation. The changing
economic and political role of the BRICS countries and the new alliances of Arab states,
including Pakistan, are neither adequately addressed in foreign policy nor translated
into concrete policy approaches. Terms such as diplomacy or détente do not feature
prominently in the coalition agreement or in political speeches.

Concepts for crisis prevention are also nowhere to be found. Development policy is
being cut by €910 million from last year, to €10.31 billion in line with new guidelines,
and is being geared more strongly toward German interests. Emergency aid, for which
the Foreign Office (AA) is responsible, is being halved, so that in the future only €1.05
billion will be available instead of €2.23 billion.

Establishment of New Structures and Financing

Instruments
Since 2021, initial considerations have been made to establish a national security coun-
cil in which the federal states are no longer represented, as is currently the case in the

Federal Security Council. This new body will now be located directly in the Federal
Chancellery. In 2022, the “turning point” announced by Chancellor Scholz not only
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concerned the €100 billion special fund for rearming the Bundeswehr but also expand-
ed the concept of integrated security as a national security strategy developed by the
coalition government of the SPD, Greens, and Liberals (FDP)."** Germany must be
ready for war by 2029. However, in addition to military rearmament and the provision
of functioning infrastructure, this also includes the restructuring of the state.

The Initiative for an Effective State'”, financed by the private foundations Mercator,
Hertie-Stiftung, Fritz Thyssen Stiftung, and ZEIT STIFTUNG BUCERIUS, and au-
thored by figures such as Julia Jikel (Gruner + Jahr publishing house), Lothar de
Maiziére (former Minister of the Interior, CDU), Peer Steinbriick (SPD), and Andre-
as Vosskuhle (former President of the Federal Constitutional Court), has formulated
its reccommendations in a “concept for total defence” under the heading of “security”
Among other things, it states that the constitutional and legal situation regarding the
“defence constitution” should be consolidated in case the deployment of the Bunde-
swehr cannot be based on a United Nations mandate or a decision by NATO or the EU.
To this end, it is also necessary to revise the term “defence” in line with the new threat
situation.

From now on, it should also be possible for the Bundeswehr to take military action
within the country. However, not only is a national security council within the Federal
Chancellery needed, but also a national situation centre, a national crisis management
team, and the merging of civil protection and disaster control—i.e., the centralisation
of all security-related structures within the federal government, including the relevant
decision-making authority. The associated concentration of all security-related matters
at the federal level goes hand in hand with a weakening of the Bundestag’s and the fed-
eral state governments’ powers of intervention. This is significant because, in Germany,
the Bundeswehr has so far been a parliamentary army. This means that all Bundeswehr
missions, especially those abroad, have had to be approved by parliament.

In addition, there is a recommendation that the state, as a strategic client, should not
only be directly involved in arms production but should also be responsible for the
necessary research, innovation, and procurement beyond the traditional arms indus-
try. The introduction of general compulsory military service or conscription is also
recommended.

Re-armament of the Bundeswehr

Defence Minister Boris Pistorius (SPD) stated in July 2024 that Germany must be ready
for war by 2029: “Germany must act as a deterrent to prevent things from reaching
extremes.”'*" This is linked to the reintroduction of compulsory military service, which

138 Federal Government (2023). Defensive. Resilient. Sustainable. Integrated Security Germany. National
Security Strategy. https://www.nationalesicherheitsstrategie.de/Sicherheitsstrategie-DE.pdf.

139 Jikel/de Maizieére/Steinbriick/Vosskuhle (2025). Initiative for an effective state. Final report. Ver-
lag Herder GmbH, Freiburg. https://www.ghst.de/fileadmin/images/01_Bilddatenbank_Web-
site/Demokratie_staerken/Initiative_f%C3%BCr_einen_handlungsf%C3%A4higen_Staat/Ab-
schlussbericht/Abschlussbericht_neu.pdf.

140 Pistorius (2024). German Bundestag — Boris Pistorius: We must be ready for war by 2029.
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was suspended by the Merkel government in 2011, combined with the dismantling
of military facilities. The defence minister is now calling for the Bundeswehr to be
rearmed, modernised and, above all, increased from 182,000 to 250,000 soldiers. An
additional 200,000 reservists are to be added. To achieve this, however, the infrastruc-
ture must first be expanded and training in the Bundeswehr made more attractive, e.g.
by teaching modern drone technology skills during training. Incentives for serving in
the Bundeswehr include a free driving licence, credit for value semesters and lucrative
pension models, as well as improved compatibility between service and family life.'*!

The draft for a new conscription law presented by SPD Defence Minister Boris Pis-
torius at the beginning of September 2025 has now been passed by the Bundestag.
According to the draft, the reintroduction of conscription will initially be voluntary
and will only become compulsory for men if the required level of recruitment is not
achieved. For women, it will remain voluntary. However, according to Foreign Minister
Wadephul, the Bundeswehr can only grow if the population is willing to participate in
the military. Therefore, he states,there must be a discussion within society about what
kind of army Germany should have, what type of social system there should be, and
what role women should play in the Bundeswehr.'*? So far, only 13% of the Bundeswehr
are women (compared to 25% in Denmark). The CDU’s election manifesto therefore
refers to “defence-ready patriotism” that should be anchored in society. Public pledges,
veterans’ days, school cooperation and public advertising are to serve this purpose.
Military security is ultimately redefined as a task for society as a whole and linked to
newly defined principles of an internally and externally resilient society that is increas-
ingly authoritarian in nature.

And What is the Response of the Leftin Germany?

The Left Party sees itself as a party of peace. In its 2011 party programme, the party
called for, among other things, a world without weapons of mass destruction, a ban
on arms exports and the conversion of the arms industry to civilian production. The
Left Party rejects any involvement of the German armed forces in war, as well as for-
eign missions. It is committed to respecting international law and human rights, to
strengthening civil development policy, to conflict prevention, peaceful conflict resolu-
tion and an end to the economic exploitation of the Third World. The party stands for
international solidarity and cooperation to improve the living conditions of all people.

However, 15 years after the adoption of this party programme, the framework con-
ditions worldwide, in the EU, in Germany itself and for the Left Party have changed
fundamentally. 60% of its new members joined in 2025. This means that the party
needs a new, jointly developed party programme and, to this end, a peace policy
approach that is based on current conditions. According to the main motion of the
Chemnitz party conference in May 2025, the Left Party must gain new analytical

141 Otte, Henning (2025): New Parliamentary Commissioner for the Armed Forces on the troops. Inter-
view by Christopher Ziedler. Tagesspiegel, 5 June 2025, p. 4.

142 Wadephul in interview (2025). Conscription for women too? If we're going to do it, let’s do it properly.
Interview with Johann Wadephul. Tagesspiegel, 5 April 2025, p. 8.
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clarity and be able to speak out without abandoning its socialist and peace policy
principles of the Erfurt programme of 2011'**. The party stands for human rights,
international law, diplomatic initiatives and respect for international organisations
such as the International Criminal Court. It rejects the planned deployment of US
medium-range weapons on German soil in 2026. It opposes the forced militarisa-
tion of all areas of society and the reintroduction of compulsory military service.
But how can we formulate a peace policy alternative that also meets society’s need
for security?

A Realistic Peace Policy Programme
- A Contradiction?

The Left Party faces the challenge of finding adequate responses to real threats
such as wars and crises—not only in Europe—the consequences of climate change,
the emergence of a new multipolar order, and authoritarian great-power politics.
Domestically, it must respond to developments such as the shift to the right in the
political system, blocked transformation processes and their economic and social
consequences, social divisions, and poverty. The aim is therefore to develop a re-
alistic, alternative approach to an integrated security policy in order to influence
public discourse and win majorities for an alternative security concept. To this end,
however, it must work more intensively on diagnosing the current situation and
the socio-political balance of forces. It must address tendencies toward impending
fascism (cf. Candeias 2025) and the militarisation of politics and society, as well as
the threat of authoritarian restructuring and the dismantling of the cornerstones
of the welfare state.

The extent to which positions within the party diverge for the future programmatic
debate is illustrated by the positions of two representatives of the Left Party. Jan Schle-
mermeyer, a member of the board of the Institute for Solidarity Modernity, believes
that the left will suffer a historic defeat in 2029 if it does not implement a progressive
left-wing project uniting the Left Party, the SPD, and the Greens. What is needed, he
says, is a progressive change in policy through parliamentary politics, promoting a pro-
gressive alternative government in which everyone—i.e., the SPD, the Left Party, and
the Greens—would have to shift their political positions: “The SPD and the Greens to
the left on distribution and ownership, everyone is forward-looking on democracy and
Europe, and the Left moving to the right on foreign policy. How and how far exactly? It
will be a matter of the balance of power and negotiations.** In other words, a red-red-
green project is hardly conceivable without compromises on the part of the Left Party
on the issue of peace. The party must move from a dogmatic approach to a pragmatic
position and, for example, no longer make its principled rejection of Bundeswehr mis-

143 DIE LINKE (2025). Main motion: We are the hope! https://www.die-linke.de/partei/parteidemokratie/
parteitag/chWemnitzer-parteitag/beschluesse-und-resolutionen/detail/news/leitantrag-wir-sind-die-
hoffnung/.

144 Schlemermeyer, Jan (2025). The centre-left: Hope must be organised. https://www.nd-aktuell.de/ar-
tikel/1192273 linkspartei-mitte-links-die-hoffnung-muss-organisiert-werden.html.
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sions abroad a precondition for participating in government, but instead focus on the
question of non-aggression capability.'*®

Ingar Solty, an advisor on peace and security policy at the RLS, currently sees no basis
for a red-red-green project and even less for a coalition that includes or tolerates the
CDU. He therefore polemicises against such a “death wish” on the part of the Left Party,
against the illusion that it can effectively intervene against the further shift to the right
in an all-party coalition. He calls for the Left Party to maintain a consistent socialist-an-
timilitarist opposition policy. It must become the strongest force to the left of the CDU/
CSU, promoting a policy of peace.'*

With Russias attack on Ukraine, the importance of security—including military
security—has also changed for the people of Germany. More than two-thirds think
that increasing defence spending is the right thing to do, and this applies to almost
all age groups—except for 30- to 40-year-olds, where “only” 67% agree. Approval
ratings are over 90% among CDU/CSU supporters, well over 80% among Greens,
almost 80% among SPD supporters, and over 50% among AfD supporters. Only
among Left Party supporters is there no majority in favour of increasing military
spending, but even here the picture is not clear-cut: 48% are against increasing mil-
itary spending, while 46% are in favour. Therefore, the Left Party’s voters are divid-
ed on this issue—unlike the SPD or even the Greens, both of which approved the
2025 budget and the 2026 draft. The picture is clearer within the Left Party when it
comes to the reintroduction of military service: 60% of Left Party voters reject mil-
itary service, and there is a narrow rejection among people aged 18-29 (54%). This
means that the Left Party has a unique selling point on this issue. It could use the
question of military service as a catalyst for peace policy mobilisation, in line with
Ines Schwerdtner’s demand: “Our perspective is not that of the General, but that of
the conscript”"*” However, this will not be enough when it comes to a fundamental
critique of the militarisation of Germany.

The party’s position on foreign and security policy is one of the central strategic issues
and is directly linked to the Left Party’s self-image in the political system—its practical
value as a third antagonistic pole of hope, or as a corrective part of a red-red-green
alliance against the possible formation of a blue-black government. According to cur-
rent polls, there is currently no realistic prospect of a red-red-green coalition govern-
ment, either at the federal level or in federal states such as Saxony-Anhalt and Meck-
lenburg-Western Pomerania, where state elections will be held in 2026. The Left Party
must decide strategically whether it should tolerate a party coalition that includes the
conservatives and make concessions on the peace issue in return, or whether it should
remain in opposition—even if this means that the AfD will enter into government with
the conservatives at the state level for the first time.
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But the issue of peace is not only significant for the national positioning of the left.
Since 2024, the two European left-wing parties—the European Left Party (EL) and
the newly founded European Left Alliance for the People and the Planet (ELA)—have
been formulating their positions on peace policy in different ways, depending in part
on their member parties. The EL has a clear peace policy, rejecting arms deliveries to
Ukraine, NATO, and military rearmament, and advocating steps towards disarmament
and a nuclear-free Europe. Meanwhile, the ELA, as a red-green platform, focuses pri-
marily on the defence of international law, as this is a position shared by all eight mem-
ber parties. Whether this will also include the idea of a European defence army in the
future remains an open question, given the strong national orientation of its member
parties and their fundamental stance on militarisation. There are differing or even con-
tradictory positions within ELA on matters such as NATO and armament. For now, its
position remains undefined, allowing national parties to act flexibly according to their
national positions.

The decision that the Left Party must make as a member of the EL or ELA should
depend on its strategic orientation, in accordance with its self-awareness as an interna-
tional entity and its utility value—whether as an independent opposition actor in na-
tional politics or as part of a red-green alliance, which may require concessions on the
issue of peace, as demanded by some members of the Left Party. However, as the only
party with an East-West German and European history, it could also fulfil its historical
responsibility as a bridge-building party. To this end, however, it would have to work
more intensively on an alternative, inclusive, expanded concept of security based on
cooperation. But, what does that mean?

Left-Wing Criticism: War, Peace and Class

Foreign policy needs to be grounded in reality—even from the left—in order to avoid
running into a dead end. Jan van Aken therefore emphasises the idea of security based
on cooperation within the meaning of the OSCE process. However, as was the case
during the Cold War as a condition for détente, this requires acceptance of the status
quo. So how can the OSCE be revitalised under the new conditions? And how can a
left-wing security policy compass be formulated at all—one in which van Aken him-
self gives priority to the structural rejection of aggressive policies, peaceful conflict
resolution, arms control, and disarmament? In other words, the Left Party must ask
itself what defence capability (in the sense of structural non-aggression), rather than
military capability, actually means—and how the situation in which “international law
is openly negated by the strongest powers” can be overcome.'*®

At the same time, according to Ines Schwerdtner, a left-wing party must consider secu-
rity issues not from the perspective of a general, but from “below”: Who bears the costs
of armament, wars, and geostrategic ambitions? Who goes to war? Who pays the social
costs of armament? Because even if most of the armament is financed by loans, the debt
burden for repaying these loans is covered by the federal budget. But according to SPD
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Finance Minister Klingbeil, the 2027 budget is already short of €30 billion—a gap that
will rise to €172 billion by 2029 (with €150 billion earmarked for defence). This will
further increase the pressure to cut social spending, especially on pensions, citizens’
income, public services, and infrastructure. In other words, the social question cannot
be separated from the question of peace—nor from the accompanying abandonment
of climate protection measures, despite climate change and environmental destruction
as a result of the war economy. But how do geopolitical and class-based approaches to
peace policy fit together?

It is undisputed that struggles for peace are linked to social, climate, and environmen-
tal struggles—and that new alliances are being developed for this purpose. However,
these alliances do not currently exist. Increasing mobilisation is evident in the protests
against Israel’s genocidal war in Gaza. However, a mobilising force capable of speaking
more generally against wars, unlimited armament, and the restructuring of the state
and society has not yet crystallised. This raises the question for the Left Party as to
whether it will be able to develop a unifying class perspective on peace policy and, at
the same time, a left-wing foreign policy that sharpens its peace policy profile under
new conditions in a way that is compatible with realpolitik—so that the Left Party re-
mains recognisable as a peace party capable of mobilising support. Will the Left Party
manage to stick to a visionary peace policy and at the same time develop new, realistic
concepts such as structural non-aggression in order to remain politically effective? Will
it manage—despite all the internal party differences—to present itself as a united peace

party?

Its compass for a peace policy must also oppose any policy of dehumanisation, barba-
risation through war, inhumane migration policy, and policies that promote poverty
and accept climate change. It must take a clear stand against the expansion and consol-
idation of authoritarian systems with fascist tendencies and therefore defend not only
human rights but humanity in a broader sense—developing social alternatives to these
paths of destruction. To achieve this, however, the left must rise above itself and work
to form broad alliances that restore hope and thus enable action.
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Military Rearmament in Europe.

Interview with MEP Marc Botenga'¥’ from the Bel-
gium Workers Party

1. What is the ReARM Europe Plan, and why have you spoken out against it?

The ReARM Plan is a large-scale military investment initiative. The European Com-
mission aims to mobilize €800 billion for military expenditure—an amount exceeding
the GDP of Belgium. A key component, the Security Action for Europe (SAFE), will
involve €150 billion in collective loans, which member states can access. Under the
new European budget, known as the Multiannual Financial Framework, funds will be
redirected from various budget lines to defence-related ones. National governments
will also be permitted to deviate from strict austerity and budgetary rules to finance
war efforts.

In recent years, European funds have increasingly subsidized military research and de-
velopment, production capacity, and even arms procurement. After decades of urging
countries to cut back on social and public services, the Union now suddenly finds hun-
dreds of billions to allocate to the military industry.

We oppose this plan for several reasons. First, it is unnecessary. European NATO mem-
bers—excluding the United States—already spend far more on defence than Russia,
India, or South Africa. Some argue that Russia’s production costs are lower, but even in
terms of military hardware, Europe has twice as many fighter jets, three times as much
artillery, and four times as many warships as Russia, according to the International
Institute for Strategic Studies. That should be more than enough for self-defence. If Eu-
ropean countries cannot defend themselves, the issue is not a lack of resources. Ukraine
managed to halt and even push back Russia with far fewer means.

Second, these arms subsidies will inevitably come at the expense of other budgets. Even
the modest European Social Fund, along with regional and cohesion funds, is under
threat. This militarization drive seeks to divert money away from social programs to
benefit arms multinationals that already enjoy massive profits.
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2. Do you not agree with the opinion that increasing military spending in Europe
will help to bring peace to the continent?

On the contrary. Granted, the reasoning behind massive rearmament might seem intu-
itive: the more weapons we have, the more secure we will be. But this is a fallacy. We do
not live on an island where our actions have no impact on others. In international re-
lations theory, this is known as the security dilemma: when a state seeks to increase its
own security—by reinforcing its military power, for example—it inadvertently creates
insecurity in other states, prompting them to respond in kind. This triggers an arms
race, a dangerous cycle of escalation. The result? Everyone ends up with more weapons,
and sooner or later, they will be used. States arm themselves to feel safer but ultimately
become less secure in a more tense international environment. The only real beneficiar-
ies are arms corporations, while it will be the children of the working class sent to the
front lines if war breaks out. More weapons mean less security.

Moreover, let us be clear: no amount of military investment—not even the most extrav-
agant missile defence projects—can guarantee peace or security. Even Israel’s advanced
missile shield, the so-called Iron Dome, was relatively quickly overcome by Iranian
drones and missiles. On the European continent, it would take just one nuclear missile
to cause total destruction.

This was well understood during the Cold War and inspired the Helsinki Process, which
placed collective, common, and indivisible security on Europe’s agenda. The Helsinki
Accords played a crucial role in easing tensions between East and West in the 1970s.
The final agreement included key measures on political and security issues: conflict
prevention, disarmament treaties, arms control, mutual notification of military exercis-
es, and confidence-building measures. These efforts led to large-scale arms control and
disarmament agreements, as well as the creation of the Organization for Security and
Co-operation in Europe (OSCE). Importantly, the process was not limited to military
aspects—it also addressed economic, environmental, human, and social dimensions.

Historically, the Helsinki Process offers valuable inspiration. We need a new security
architecture for Europe, but this requires investing in diplomacy—something the EU
and its Member States are currently refusing to do.

3. What are the main social and economic consequences of the ReARM Europe
plan?

Socially, this will mean more cuts and less rights. In 2023, the first version of the Euro-
pean Act in Support of Ammunition Production (ASAP) proposed lifting the limit on
working hours for workers. In sectors deemed “strategic,” such as hospitals, the right to
strike will come under attack.

Across Europe, the same logic applies. In Germany, Chancellor Merz claimed: “The
welfare state we have today can no longer be financed.” In France, budget proposals an-
nounce billions in cuts while increasing defence spending. Finland and other countries
follow suit. Meanwhile, pension ages are systematically raised because, supposedly,
there is no money left to guarantee our right to rest after a long career. At one point,
the European Commission even favoured a statutory retirement age in Lithuania that
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exceeded the average male life expectancy—meaning people would literally die on the
job. In Belgium, too, the government is attacking pension rights, social security, and
public services head-on.

Economically, militarization offers no sustainable future for industry. A European
Commission study could not determine whether increased defence spending has any
impact on growth—positive or negative. The director of global macroeconomics at
ING Bank even warned of a “negative multiplier effect” if military spending is financed
by cuts elsewhere. Investments in clean energy, education, and healthcare generate far
more jobs. By contrast, sustained increases in military spending reduce per capita GDP
by diverting resources away from productive investments. Even the RAND Corpora-
tion, a think tank linked to the U.S. armed forces, acknowledges that raising defence
budgets at the expense of infrastructure harms long-term growth.

Militarization also creates an economy dependent on war. Supplying steel for defence
purposes will not save the steel industry. As the CEO of ArcelorMittal Europe noted,
producing 1,000 tanks requires 30,000 tons of steel—just three days” output for a single
factory. Moreover, we do not drive tanks to work or university. Unless war actually
occurs, these tanks will not be used or replaced, meaning production will quickly stop.

4. To what extent will EU funds be diverted to military spending—and what are the
consequences?

You cannot spend the same money twice. ReARM will divert public funds from social
budgets—such as healthcare, pensions, and public services—to multinationals produc-
ing weapons and war material. Every euro pushed toward defence is a euro taken away
from social needs.

Consider France: this summer, more than 37,000 hectares were destroyed by forest
fires. Yet France has only 12 Canadair aircraft for firefighting. Before summer, Presi-
dent Macron committed to purchasing 56 Rafale fighter jets. A Rafale costs €70-100
million, while a Canadair costs around €35 million.

This redirection of funds is already visible. Social, cohesion, and regional funds are un-
der attack, as are transport infrastructure budgets. It also drives deregulation. The De-
fence Readiness Omnibus, described by the Commission as ‘a comprehensive package
aimed at establishing a defence-readiness mindset across the European Union,” in practice
amends legislation to accelerate permits and funding, skip impact assessments, and by-
pass due diligence requirements. It even normalizes controversial weapons systems—
likely increasing civilian casualties in future wars.

5. What alternative strategy do you think the EU should adopt?

First of all, revalue diplomacy. It is astonishing that, while several negotiations between
Russia and Ukraine yielded tangible results—such as prisoner exchanges, nuclear safe-
ty agreements, and grain export deals—the European Union did virtually nothing to
support diplomacy. This failure left Europe sidelined, with direct security negotiations
taking place between the United States and Russia on European soil, without any Eu-
ropean presence.
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In April 2022, during the Istanbul talks, a quick end to the war seemed within reach. Yet
the UK Prime Minister was even accused of sabotaging the deal. Europe needs a dif-
ferent model, and as mentioned earlier, the Helsinki Process could serve as inspiration.
But I want to add two core points.

First, Respect International Law. If we want a world where international law is upheld,
we must respect it ourselves. Many European countries—including Poland, the Baltic
states, and Ukraine—supported the 2003 U.S.-led illegal invasion of Iraq, a war that un-
dermined the UN-based international order. Similarly, the 2011 regime-change war in
Libya, waged and supported by many EU countries, violated the UN Security Council
mandate.

Today, the Union and its Member States actively support Israel’s illegal occupation of
Palestine, despite the opinions of the International Court of Justice. European coun-
tries refuse to condemn Israel’s occupation of parts of Syria and Lebanon. Strong EU
support for Rwanda—despite its repeated violations of the Democratic Republic of
Congo’s territorial integrity—further illustrates this inconsistency.

These double standards erode Europe’s credibility and weaken global adherence to UN
principles. Former EU High Representative Josep Borrell admitted he faced criticism
over these inconsistencies daily when urging countries to support Ukraine or sanction
Russia: “Yes, you defend the territorial integrity of Ukraine, but what are you doing to
defend the territorial integrity of the Palestinian territories occupied by Israel?”Ultimate-
ly, while most countries condemned Russia’s invasion of Ukraine as an unacceptable
violation, they refused EU demands to sanction Russia or arm Ukraine.

Second, end Dependence on U.S. Foreign Policy. Europe must stop acting as a subor-
dinate to U.S. foreign policy. Interventionist alliances like NATO—often complicit in
illegal wars and occupations—are incompatible with a foreign policy for peace. The EU
establishment frequently warns of dependency on Russia or China, yet Europe is most
dependent on the United States.

Washington dominates strategic European infrastructure, including digital systems,
and its investment funds wield enormous influence over our economy. Military and
energy dependency on the U.S. has only deepened since the Ukraine war began. But
Europe gains nothing by submitting to U.S. imperialism.

The global balance is shifting. Across the world, the Global South is no longer blind-
ly following the West’s lead. The rise of economic powerhouses such as China, India,
South Africa, and Brazil offers countries alternatives to historical, often neocolonial,
ties with the North. They are diversifying trade and diplomatic relations—and Europe
should do the same.

To reduce dependency on Washington, Europe must invest publicly in key strategic
sectors and diversify its relations with the rest of the world.

6. Most of the mainstream left in Poland support increasing military spending and
the ReARM plan. What would be your response to this?
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Well, aside from the criticism of the plan itself that I just laid out, the debate on milita-
risation and war within the broad left is not new. Remember how workers’ and labour
parties debated and eventually split over their positions before and during the First
World War, with most social democratic parties abandoning their opposition to war
and voting for war credits? Courageous historic figures of the Left, such as Karl Lieb-
knecht and Rosa Luxemburg in Germany, continued to fight and work for peace and a
different society. That is the spirit we need today. We must be clear that further escala-
tion will be detrimental to all. And I believe people feel this. People are afraid of a new
world war. It is our duty to mobilise for peace.

7. How do you see the impact of increasing militarisation in Europe on democracy
and civil liberties within EU member states ?

The militarization of society is never just an economic issue. People do not spontane-
ously want to go to war. Young Germans seek advice on how to avoid military service.
In Russia—and even in Ukraine—opposition to the draft is widespread. In Belgium,
the government plans to send military propaganda to all 17-year-olds. Militarization
from above goes hand in hand with an ideological offensive, marked by war propagan-
da, intimidation of voices for peace, a discourse of “us against them,” and the militari-
zation of minds. To convince working-class people to send their sons and daughters to
the front, public discourse becomes saturated with war rhetoric: talk of an “attack on
civilization,” “fundamental values,” or a “war between democracy and autocracy.”

War propaganda is also frequently exploited to curtail hard-won democratic freedoms.
Media freedom is under threat, despite protests from journalist federations across
Europe. The erosion of privacy rights following terrorist attacks in the United States
and Europe is another example. In the UK, a security bill was drafted to ban protests
deemed to constitute “public disorder.” Palestine Action was labelled a terrorist organ-
ization. In the Netherlands, just a week after Russias invasion of Ukraine, intelligence
services introduced a bill to significantly expand their powers, enabling large-scale,
non-targeted surveillance of internet traffic. This bill would allow spying on anyone at
any time, without justification, undermining rulings by the European Court of Human
Rights (ECHR).

Militarization is intrinsically linked to attacks on fundamental freedoms. It exacerbates
social problems and resistance, creating a perceived “need” for the state to repress dis-
sent. In the name of “security and defence,” demonstrations against foreign and defence
policy choices are suppressed across Europe. In Germany, France, and elsewhere, po-
lice have brutally targeted the pro-Palestine movement. This repression is not limited to
foreign policy issues. Social protests have been harshly repressed in France. In Belgium,
the right-wing seeks to grant the government power to ban associations it dislikes,
while the government aims to restrict the right to demonstrate—also impacting trade
unions.

8. Do you think that the growing militarization of Europe contributes to the rise of
the far right and authoritarian tendencies, and how does this affect the vision of a
Social Europe based on security and solidarity?
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Social discontent is a major driver behind the rise of the far right. If there is never
money for new public housing or for schools with enough teachers, we create condi-
tions where those at the bottom fight among themselves for housing or education that
does not exist. When budgets for education, public services, and community life are
cut, we lay the groundwork for today’s and tomorrow’s tensions. Aside from the funda-
mental dynamics of capitalism, those immediately responsible are mainstream parties
imposing austerity on the people while refusing to tax the rich. In this context, the far
right channels popular anger away from the real causes and toward scapegoats such as
refugees, LGBTI people, or other minority groups. In doing so, the far right protects
the capitalist system by diverting anger away from it and dividing the working class. By
exacerbating social problems, militarization will expand the fertile ground for the far
right, as well as the temptation for parts of the establishment to align with the far right
to prevent public anger from being directed against capitalism.

Moreover, massive militarization, repression, and attacks on social rights and funda-
mental freedoms align perfectly with far-right projects. The United States illustrates
this best, but in Europe too, the far right largely supports the militarization agenda.
They fully engage in the battle to militarize minds as well. Their main disagreement
concerns the level at which this should occur: national or European.

To counter this, we must be clear about the kind of Europe we want. We do not want
a “United States made in Europe” model, with no real social security and billions of
taxpayers money wasted each year on the military-industrial complex to bomb coun-
tries from Vietnam to Venezuela. We see how this model leads to authoritarianism and
misery.

There will be no social Europe under these conditions. To address our major challenges
structurally, we need a radically different Europe. The European treaties lock us into
a logic of competition and austerity: maximizing profits, favouring billionaires, while
making the working classes pay. We want public investment plans. We want quality
public services and an ambitious social climate program. We want a Europe where
people truly decide. And all of this must come with a Europe that stands internationally
not for foreign intervention, the plunder of other countries’ natural resources, or dou-
ble standards, but for international law, diplomacy, arms control, and justice.
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