UK Ministry of Defence pivots from US to European contractors amid rising geopolitical tensions
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The UK Ministry of Defence (MOD) is undergoing a notable transformation in its procurement strategy, gradually diverting funds from historically dominant US contractors towards European firms. This shift, highlighted in recent research from Tussell, underscores a burgeoning trend as the MOD grapples with geopolitical uncertainties and re-evaluates its supply chain dependencies.
Recent statistics reveal that MOD expenditure with private contractors has surged by 31 percent from 2019 to 2024, reflecting a real-term growth of 5 percent. In total, the MOD and its Arms Length Bodies (ALBs) are set to disburse approximately £52.5 billion ($70 billion) to private sector contractors within this timeframe. Notably, nearly half of this expenditure has been allocated to UK-based companies, with prominent firms like Rolls-Royce and BAE Systems at the helm. Traditionally, US giants such as Boeing and Lockheed Martin have been pivotal in MOD transactions, but an evident recalibration has occurred, particularly post-2022, with European entities claiming an increasing share of the budget. For instance, the proportion of contracts awarded to French suppliers has risen notably, escalating from 5 percent to 12 percent over the past five years.
The implications of this shift can be multifaceted. Strategic decisions made by the current US administration, including various tariffs, have not yet fully materialised in the MOD's expenditure figures, suggesting that further reductions in reliance on US contractors may soon be forthcoming as the UK seeks to reassess its dependencies. Tussell has described this evolving landscape as "slowly – but surely – expanding" towards greater European engagement. 
Procuring services related to Facilities Management and Construction has particularly surged, largely driven by the MOD's ambitious £1.6 billion ($2.12 billion) Future Defence Infrastructure Services (FDIS) programme, launched in 2021. This programme, which is set to span seven years, underscores a shift in focus towards domestic capabilities in tandem with increased financial commitment towards European collaboration. In 2024, digital and consultancy services constitute a substantial 14 percent of overall MOD spending, indicating a shift towards modern, innovative solutions.
The backdrop of rising geopolitical tensions has amplified calls for increased defence spending, with Prime Minister Sir Keir Starmer recently announcing the UK's largest arms investment since the Cold War. The increase is framed within the context of reducing the overseas aid budget while simultaneously aiming to bolster military and security initiatives. With current spending levels sitting at 2.3 percent of GDP, there is momentum towards reaching 2.5 percent, with aspirations of reaching 3 percent by 2034. This trend echoes broader European efforts to establish a more autonomous defence posture, especially in light of growing threats from Russia and challenges posed by China's expanding influence.
European countries have also initiated their reassessment of defence budgets, spurred by the need for increased military expenditure. Nations like Poland have surged past the threshold of 4 percent of GDP, while the UK's forthcoming strategic defence review is poised to influence both funding priorities and collaborative partnerships. Allies in Europe have expressed the necessity of reducing reliance on US military support, prompting the establishment of joint initiatives and investments aimed at fortifying collective European security.
The emerging landscape reflects an urgent need for European countries to increase their self-sufficiency in defence capabilities, particularly as they retreat from heavy dependence on US systems. Recent reports highlight that over the past year, a significant percentage of defence orders have been placed with American and other non-EU suppliers, a trend that is increasingly at odds with the ambition for a cohesive European military-industrial strategy. The proposition for an industrial overhaul, including investments of up to €800 billion, has been put forward to address these gaps and foster a more self-reliant European defence framework.
As the UK navigates its defence procurement landscape, the emerging trends point towards an era of renewed collaboration with European partners, all while reevaluating historical dependencies and aligning strategies to meet the complexities of modern security dynamics. This transitional period not only marks a pivotal moment for the UK's military strategy but also reflects a broader movement among European nations towards establishing a more resilient and autonomous defence posture.
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