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Introduction
The Netherlands armed forces receive wide recognition, both in the Netherlands and abroad. Cooperation with civilian authorities in the domain of national security has been tailored to a new concept, while the military effort, worldwide, has been increasingly embedded in and used for the integrated approach, the so-called 3D approach of Diplomacy, Defence and Development, one of the cornerstones of the current government's foreign policy. The recent operations in Bosnia, Iraq and Afghanistan are textbook examples of this new approach. Experiences gained there may also be put to good use should the Netherlands become involved in crisis-response operations elsewhere in the world, for instance in Africa.
This letter is published at a juncture when the armed forces of the Netherlands, forming part of the International Security Assistance Force, ISAF, have been active in the Afghan province of Uruzgan for over a year. More clearly so even than was the case with the stabilisation mission in the Iraqi province of Al Muthanna between 2003 and 2005, Task Force Uruzgan, under Dutch command, embodies the transformation of the Netherlands armed forces that has taken shape over the past years. In less than fifteen years the armed forces have evolved from a relatively large 'conscript army' into a smaller-scale force that ranks among the most modern armed forces in the world, made up of motivated personnel and equipped with state-of-the-art materiel. Armed forces, moreover, that are virtually fully deployable and capable of operating all over the world for the purpose of promoting peace and security. The further enhancement of these expeditionary capabilities over the coming years is our chief priority.
The fundamental change of direction instigated by the 1993 Defence Priorities Review received a strong boost from the Defence Budget and Policy Letter for 2003 ten years later. This letter was updated by a letter published on 2 June 2006, entitled ‘New Equilibrium, New Developments; Towards Future-proof Armed Forces’. In other words, when the current government took office, there was a sound basis on which to build in the coming years. The current letter to Parliament, therefore, does not constitute a radical departure from previous policy. On the contrary, our policy is aimed at consolidating the transformation of the armed forces, and, where possible, guiding the Defence organisation into calmer waters.
Despite the turbulent years that the Defence organisation has known, it will continue to be subject to change in the coming years.  Elsewhere in this letter we will discuss the two key spearheads of our policy in greater detail, namely investing in personnel and enhancing operational deployability. The Defence organisation will continue to work, on all fronts, to further improve the deployability, training, and working conditions of its personnel, and the assets with which these personnel are to carry out their tasks. This policy letter discusses in detail the projects to be launched in the coming years. The operational reality as it presents itself every day in Uruzgan requires the reinforcement of specific capabilities, in the areas of both support and execution. Another reality that we are faced with is the fact that the retention of personnel will require enormous efforts in the coming years due to the increasingly tight labour market. The Defence organisation sets great store by offering its personnel a secure and enjoyable working environment and sets high standards for correct behaviour, also in the light of the responsible tasks of the armed forces and the position of Defence in society. In the next few years, therefore, extra investments will be made to improve social leadership, working and living conditions, as well as to further enhance and embed the issue of integrity into the organisation. It is its personnel that forms the backbone of the Defence organisation, and it is for that reason that personnel will be accorded absolute priority. The reduction in the organisation by 11,700 positions, decided upon in 2003, will be concluded in the coming period, and the home stretch will be strenuous. The Social Policy Framework has therefore been extended to 1 January 2013, to ensure that a ‘safety net’ is in place for as long as it is needed for the personnel in question. As we all know, forced redundancies cannot be ruled out entirely. That is not the case with the additional measures we have taken with a view to further reducing the number of jobs. Those measures will not lead to forced redundancies.
The financial parameters of Defence policy will remain unaltered in the coming years. The aim continues to be maintaining an affordable level of operating costs and sufficient scope for expenditure.  In deviation from 2003, in the current coalition agreement additional funds have been freed up for Defence in the form of the proceeds from the sale of Defence materiel. This will amount to EUR 500 million for the coming four years, EUR 250 million of which is earmarked for targeted reinforcements in the areas of personnel and operations, while the remaining EUR 250 million is to be added to the Peace Operations item in the Homogenous Budget for International Cooperation (HGIS), for conducting crisis-response operations. This financial injection will enable valuable adjustments to be funded, although not all the adjustments we think are necessary are covered. In order to ensure that this is done, additional measures are required, as announced in the letter of 2 July 2007, entitled ‘Defence Policy – The Main Contours’.
These additional measures, inevitably, are accompanied by painful choices. Operational capabilities, for instance, have not come away scot-free. The required increases, which are inextricably linked to today’s military operations, are to be funded to a large extent from further reductions in the number of main weapon systems.  More specifically, we are referring to artillery, main battle tanks and fighter aircraft. This is not to say, of course, that these systems are to be abolished altogether, but a further reduction of the number of these systems is a responsible decision, precisely in view of the nature of the operations to which the armed forces are currently contributing. Although they were, in themselves, desired, we have also been forced to relinquish other increases, for instance in the fields of air-ground surveillance (Alliance Ground Surveillance) and unmanned surveillance aircraft (MALE UAV). Within the available budgetary scope, we have given priority to the most urgent increases formulated in the previously mentioned update letter of 2 June 2006, namely to measures that will be of immediate benefit to current military operations. This type of operation is embedded in the 3D approach and is characterised by counterinsurgency aspects such as those seen in Iraq and Afghanistan and which we should also be prepared for in future operations, for instance in Africa. The replacement of the F-16 fighter aircraft is another Defence priority, one that will make deep inroads into the scope for expenditure over the period from 2010 to 2020. This large-scale project will also be dealt with in detail in this letter. In addition to the replacement of the F-16 fighter aircraft, various other military assets will also be upgraded. Thus, the coming years will see the introduction of the NH-90 helicopter, additional Chinook transport helicopters, patrol vessels, and the infantry fighting vehicle. Other improvements include equipping the mechanised howitzer with precision ammunition, modifications to the deck guns of the ADC frigates and equipping the F-16 fighter aircraft with new target designation assets. Owing to these measures, our armed forces will continue to be one of the most modern forces in the world.
The majority of the previously envisaged projects are to go ahead. This was made possible in part by adjusting the phasing of the projects, which led to a number of projects being postponed. On balance, however, the long-term expenditure plans were accommodated in the available budget in this way, as well as possible. As far as the operating costs of the Defence organisation are concerned, we have made a conscious choice for more direction to actively prevent rising operating costs leading to ongoing overspending in the years to come. The available budgets force all seven Defence elements to focus on careful planning and budgeting, which will be more strictly monitored. This means that the operational commands are to arrange their organisation efficiently, in such a way that their core tasks, training and preparing their units for operational readiness, are carried out without compromising the quality of the operational product. In the coming period, therefore, the operational commands will need to carry out their duties within tighter budgetary constraints. Although all training activities directly related to careful mission preparation are to be continued, generic training may need to be trimmed. Considerable demands are also made on the Defence Materiel Organisation (DMO) and the Support Command (CDC). We fully accept the fact that the more stringent budgetary constraints can lead to adjustment problems. There is no escaping the fact, however, that rigorous budgetary discipline is a precondition in order to be able to maintain an expenditure rate of at least 20 per cent in the longer run. A scope for expenditure of 20 per cent is of vital importance to the armed forces and constitutes an irreversible target.
As the policy documents presented show, we have balanced the Defence budget over the current government term. The government intends to evaluate the situation after a few years. In the near future, studies will be carried out into the level of Defence spending over the longer term, partly in relation to the current level of ambition and in the context of the Alliance.
To illustrate the policy we have outlined for the coming years, we will address the following items in this letter, respectively:
· Developments in our national and in the international arena (environment analysis);
· The level of ambition of the armed forces;
· The spearheads of Defence policy for the coming years;
· The consequences for the Defence organisation;
· The financial situation in the Defence organisation.
Environment analysis
Defence policy must be founded on a clear understanding of the developments in our national and international environment and of the consequences of the policy for the security in our country and our interests and values. Central to this concept is the fact that the Netherlands is an open and accessible country in a world where distances are shrinking. Our accessibility has contributed to our high standard of living and we must therefore seek to retain that openness. That very accessibility, however, also makes us vulnerable. Possible threats to our security have a decidedly global character. For open societies such as the Netherlands, then, it is of crucial importance, in an era of ongoing globalisation, to ensure that its defence from such threats remains equal to the challenge. 

The coalition agreement and the subsequent policy programme specify the conclusions drawn by the current government. The guiding principle in this context is the Dutch will to remain an active and constructive partner in the international arena. Most issues confronting the Netherlands, after all, can only be resolved by embracing an internationally oriented approach. That is also true of our security. 

Our country, moreover, has traditionally held the promotion of the international rule of law in high regard. The government is highly committed to this goal. It is this conviction that motivates the Netherlands to invest in the enhancement of international cooperation, the international rule of law, and in sustainable development in poorer regions of the world. This government’s credo: ‘living together, working together’, unquestionably, reaches beyond our own national frontiers. Without the active involvement of countries such as the Netherlands in international issues, the world would be more dangerous and the more unjust for it. If only for that reason, therefore, we should not shirk our responsibility, not even it that means taking considerable risks. This commitment, which also has a military aspect, moreover, also gives us a moral right to speak in an international context.
To be able to implement active and integrated foreign policy, the Netherlands must have modern, rapidly deployable and high-grade armed forces. In addition, the armed forces also make a crucial contribution to our security in the Netherlands, in numerous ways. In further shaping the armed forces we have taken full account of the developments in our environment and of the experiences made in past and recent operations. An inventory was made of these developments and ‘lessons learned’ in the update letter of 2 June 2006, entitled ‘New Equilibrium, New Developments’ (Parliamentary Document 30 300 X, no. 127), partly also based on discussions with representatives from trade and industry, science and the humanities, as well as the results of a series of working conferences. The Advisory Council on International Affairs also made a valuable contribution to the discussion in the form of recommendations concerning the relationship between society and the armed forces. Following on from the update letter, this environment analysis focuses respectively on the international security situation, the major international organisations with which the Netherlands is affiliated, and the most noteworthy developments in respect of the deployment of the armed forces.
International (security) situation
The international (security) situation is characterised by four general developments which have an important bearing on Dutch security policy, and on the armed forces in particular.
Internal and external security becoming increasingly interwoven. Virtually all threats to our society have an international dimension. Vast parts of the world are unstable. This instability leads to numerous problems that directly concern us as well. Not only are we of old genuinely sympathetic to the fate of other people, but prosperous Europe is faced with problems itself, in the form of unmanageable migration movements and the extensive trade in drugs, weapons, and human trafficking. Weak states especially constitute an obvious source for such security risks. Thus, in societies lacking governmental control, terrorist organisations have a free rein. Recent history in Afghanistan has shown us that. Partly also to prevent this country from becoming a base of operations for terrorists again, the Netherlands is making a considerable contribution, in a NATO framework, to the stabilisation and reinforcement of law and order in Afghanistan. Even if the state is present, it does not always act in the service of the population by any means. This, too, has repercussions. After all, such states are a breeding ground for political and religious extremism.
Security risks increasing in scope. The increasingly comprehensive nature of the security concept and the intertwinement of present-day security risks were expressed clearly in the UN Secretary-General’s report of 21 March 2005, entitled ‘In larger freedom: Towards development, security and human rights for all’, as well as in the concluding document of the UN Summit of 24 October 2005 (2005 World Summit Outcome). The vulnerability of modern societies in an exposed world is becoming manifest in more and more areas of life. In protecting our society, we increasingly need to take account of the rise of international terrorism, the proliferation of weapons of mass destruction, international drugs and human trafficking, piracy, pandemics, digital insecurity, social vulnerability and climate change. The reliability of the energy supply chain, disaster relief and development issues all have an increasing security dimension. In addition to protecting the national territory, the wider issue more and more involves the protection of the individual and society. 

Stronger correlation between security and development. The Netherlands, traditionally, has been in the front line in the international fight against poverty and for sustainable development. To this end, the Netherlands, on a structural basis, earmarks 0.8% of its gross domestic product (GDP) for development cooperation. The government is strongly committed to this. For this reason, a decision has been made to bring forward the Millennium Goals to a considerable extent. These goals – the Millennium Development Goals – were approved by all UN member states in the year 2000, and are to be implemented by 2015. Although the goals relate to public health, famine, the environment, fair trade and equal rights, we have been witnessing a growing, worldwide awareness over the past years of the fact that these objectives can only be attained in countries fortunate enough to have a suitable security situation. The countries lagging behind the most in this respect are countries where the security situation is inadequate or countries that are still in the process of overcoming the consequences of a conflict. Although, more often than not, these countries are found on the African continent, Afghanistan is also a striking example of the situation in hand. In its global approach to the development issue, the government will therefore focus even more on fragile states. The armed forces have an increasingly important (supporting) role to play in this context, specifically in the areas of conflict prevention, conflict management and reconstruction in the aftermath of conflicts.
Shifts in international relations. The security issue in the Netherlands, particularly in the long run, will continue to be influenced strongly by geopolitical relations and the current shifts in these relations. It is to be expected that the rapid growth of the economies in Asia will have repercussions for the international balance of power and therefore the position of Europe. In the sphere of security policy, the rise of China, on which the Advisory Council on International Affairs reported, and the long-term development of Russia require our attention. Added to this, the situation in the Middle East, notably in Iraq, the Israeli-Palestinian conflict and the developments concerning Iran's nuclear programme continue to be causes of major concern.
International organisations
The conclusions drawn by international organisations from developments in their environment also have a bearing on the future of the armed forces. The Netherlands armed forces, after all, preferably operate in a UN, NATO or EU framework. Our foreign and security policy, moreover, are aimed at reinforcing the effectiveness and the functioning of these organisations.
UN. From the beginning, the Netherlands has been an active member of the United Nations. The promotion of the international rule of law is the guiding principle in this context, as laid down in our Constitution (Art. 90). Crisis management and development cooperation are instruments that we can use to promote the international rule of law. The number of peacekeepers deployed by the UN has greatly increased over the past years. Compared to under 20,000 military personnel in the year 2000, this number has risen to over 83,000 today. The Netherlands makes an active contribution to UN crisis management operations, for instance in Lebanon (UNIFIL) and in Sudan (UNMIS). The United Nations also plays an important role in the implementation of Dutch development cooperation policy. The UN is currently involved in a major transformation process. The proposed reforms are to lead to a more effective and efficient practice of development cooperation. One of the main proposals for reform is for the UN to operate in all countries in accordance with the ‘Delivering as One’ formula, in other words, to operate as ‘One UN’. This means that the UN organisations in the field are to be brought under the same heading, with one operational leader, one budget, one joint programme to be drawn up in close cooperation with the country involved and, where possible, in one office (the so-called ‘four ones’). This will benefit the UN’s cogency and bring the Millennium Goals within easier reach. Another important reform concerns improving the direction of crisis management operations. Through expanding the Department for Peacekeeping Operations (DPKO) and by concentrating the support agencies of UN operations in a single department, the UN is to improve its ability to prepare and direct crisis management operations. 2005 saw the modification of the concept of the Stand-by High Readiness Brigade (SHIRBRIG), partly also on the instigation of the Netherlands. From 2005, rather than a fully deployable brigade, SHIRBRIG has formed the nucleus of a headquarters with support units and planning capabilities tailored to UN missions.
NATO. NATO is continuing its development as a transatlantic alliance that brings about stability far beyond its own territory. On the basis of the changed method and conditions of operating, NATO, in 2006, redefined its level of ambition. Thus, NATO no longer considers it necessary to be able to conduct three major operations at army corps level simultaneously. NATO now aims at being able to simultaneously mount two large-scale high-intensity operations, and six smaller operations under difficult and varying conditions. To do so, NATO has defined a number of areas and capabilities that will be accorded priority in terms of expenditure in the coming ten to fifteen years. The emphasis will lie on the capability to mount multinational expeditionary operations far beyond NATO territory without relying too heavily on the support of the host nation, and given the sustainability needed to continue the deployment in exacting climatic and geographical conditions. NATO is to have the resources and assets to protect this type of operation from the imminent use of weapons of mass destruction and from terrorist threats. Deployment of the armed forces needs to be rapid, effective and flexible. This is to lead to a new equilibrium between combat and support or enabling capabilities. The 2007 Defence Requirements Review (DRR), which is currently being developed, focuses on support capabilities. NATO’s rapid reaction force, the NATO Response Force (NRF), has been operational from November 2006. The Netherlands intends to continue to make contributions to the NRF. In the first six months of 2008, the Netherlands' contribution to NRF 10 will comprise, among others, the leadership of the land component for the German-Netherlands Corps Headquarters. The Netherlands has offered to command the amphibious task force for NRF 12 (in the first half of 2009). The two landing platform docks, HNLMS Rotterdam and HNLMS Johan de Witt, form part of that offer. The Netherlands has developed initiatives in a NATO context to increase the relevance of NRF to operations currently underway. Furthermore, the Netherlands urges that the burden be distributed more evenly among the NATO partners.
NATO Response Force (NRF)
The NRF is a rapidly deployable multinational expeditionary force that can be deployed within five to thirty days in a variety of missions. The NRF is composed of sea, land and air components. The maximum size of the NRF is approximately 25,000 military personnel. It can be deployed in the following modes:
· as an independent force for collective defence in the framework of Article 5 operations, or in crisis-response operations not included in Article 5 operations, such as peacekeeping operations, evacuations, embargo operations, disaster relief and humanitarian operations, as well as operations in the framework of the fight against terrorism;
· as initial entry force, in anticipation of a larger force, in an environment that may vary from friendly to hostile; 
· in support of diplomatic consultations and to show NATO's resoluteness to take action if and when required.
The desired quality level of the NRF is guaranteed by multinational integration training which the assigned units have to undergo in the six months preceding the NRF rotation.
EU. The Netherlands is an important partner in the European Union, not least in the areas of security and defence. The EU is becoming an increasingly important player in international crisis management operations, carrying out a large number of civil missions in addition to a military operation in Bosnia Herzegovina.  Also, the EU, to an increasing extent, is not the only player in the area of operations.  This is illustrated, for instance, by the current European Security and Defence Policy (ESDP) mission in Afghanistan, aimed at training police officers. The civil mission in Kosovo, which the EU is currently preparing, is another example of an operation in which the EU is one player amongst others. It is in the interest of the Netherlands, therefore, to promote cooperation between the various international organisations in areas of operations. With a view to this, the Netherlands strives for and advocates an integrated approach at the international level. The military operation in Bosnia Herzegovina and the recent military ESDP mission in the Democratic Republic of Congo have shown that the EU is capable of making a military contribution. The EU, like NATO, is confronted with military shortfalls, however. The European Defence Agency (EDA), in consultation with the EU Military Staff, is looking at ways in which EU member states can step up cooperation, and it is exploring solutions to the military shortfalls that have been identified. The EU continues to work towards interoperable military capabilities that enable coherent and flexible deployment.  The EU Battle Groups, which became operational on 1 January 2007, are a case in point. The Netherlands, Germany and Finland formed a Battle Group for the period of 1 January through 30 June 2007. In the first six months of 2010, the Netherlands will form a battle group with the United Kingdom, followed by a second rotation of the battle group with Germany and Finland, this time under Dutch leadership, in the first six months of 2011.
Developments regarding the deployment of the armed forces
Over the past years, with broad societal and parliamentary support, great demands have persistently been made on the armed forces. Over that period, the armed forces carried out missions in Afghanistan, Iraq, Bosnia, Sudan, Congo, Liberia, the Arabian Sea, the Persian Gulf, the Mediterranean and in Indonesia (Aceh). They also made a contribution to emergency relief operations in Indonesia (tsunami), Pakistan (earthquake), the United States (hurricane Katrina), Portugal (bushfires), Surinam (floods), and only recently in Greece (bushfires). In all, many thousands of military personnel were deployed abroad in the previous government term. Over 6,000 military personnel are deployed on missions annually. This is not including other obligations, such as the contributions to the NRF and the EU Battle Groups. In the Netherlands, the assistance of the armed forces was frequently called in in the context of combating terrorism (Special Assistance Unit operations, F-16s, Royal Netherlands Marechaussee) and in the context of disaster relief. The armed forces daily carry out tasks in the context of national security, for which it has at its disposal a total of 4,600 military personnel on a permanent basis. The Defence organisation furthermore makes a contribution to Frontex, the European agency tasked with the security of the external borders. The appreciation for the work done by the Defence organisation was shown among other things by the Dutch military personnel in Uruzgan being voted ‘Dutchman of the year 2006’.  

Widening of the deployment of the armed forces. We are currently witnessing the trend of a widening scope of deployment of the armed forces. The scope of military deployment, in day-to-day practice, involves a great deal more than the deployment of military units in the framework of operations per se. The involvement of the armed forces in the integrated approach of foreign policy is becoming ever more significant. The contribution by military personnel, with their special training and skills, to the reform of the security sectors in weak states is gaining in importance.  Defence intends to further professionalise its efforts in the area of Security Sector Reform (SSR). This necessitates, among others, a small-scale increase in the personnel complement. The armed forces also make a contribution to an increasing number of small-scale missions and (civil) police missions, especially in the framework of the European Security and Defence Policy.
Security Sector Reform (SSR)
Security Sector Reform refers to the development of democratic, professional and effective security structures so as to enable civilians to lead their lives in security and freedom, and to resolve internal conflicts within the form of government without resorting to force. The aim is to establish a well-functioning security sector under political control. Security sector reform must be viewed in relation to the reform of other sectors in society. Such reform might also encompass government bodies, the parliamentary system, the judiciary, or the tax and banking systems.
Increasing complexity of missions. The deployment of the armed forces is increasingly subject to the globalisation process. The ISAF mission in Uruzgan, currently the most demanding and dangerous mission of the armed forces, demonstrates that Defence needs to prepare and equip itself for highly complex operations in remote parts of the world. Due to the fact that operations are conducted at great distances from the Netherlands, the logistic support of missions has become considerably more complex. In other aspects, too, higher demands are made on the operational capabilities of the armed forces. Thus, the conditions in which military personnel operate have become more exacting due to the adversary employing irregular combat methods. More so than before, varying disciplines and skills are required to enable operating in operational networks, while a sound intelligence position is of crucial importance.  Also, a wider range of assets is required to carry out missions. A striking example of this observation is the continued high demands being made on the transport and combat helicopters of the armed forces in the missions in Iraq and Afghanistan. These developments place higher demands on the interoperability of assets. The development of so-called Network-Enabled Capabilities (NEC) is essential to ensuring the required interoperability with our Allies and to enabling deployment of modules of units and assets from the various Services of the armed forces.
Network-Enabled capabilities (NEC)
NEC refers to weapon systems, sensors and command and control systems that together form an integrated network enabling a rapid, effective and flexible method of operating. The elements of which the network is composed may be located on land, at sea or in the air, while they may be either situated in the area of operations or at a (great) distance from it. In addition, they may have been derived from various foreign armed forces, as our major Allies have now embraced the NEC concept. By rapidly distributing the information through the network, a higher level of situational awareness is gained, which, in turn, allows for a more effective process of decision-making. NEC is not only important in an international context. At the national level, too, operational network capabilities will contribute to reinforcing communication and cooperation with civil authorities.
Due to the increasing complexity of operations, the costs involved have increased unequivocally. The accelerated wear of equipment and operational losses also add to the costs, while new equipment is becoming more expensive due to higher technical demands being made. The experiences in operations, moreover, lead to additional or new equipment requirements, which need to be met without delay. Our procurement procedures need to be adjusted to make that possible.
Fast-track requirement and fast-track procurement
In the event of urgent and unforeseen requirements, regular requirement and procurement procedures may be accelerated, under certain conditions.  Special procedures have been developed to this end, the so-called fast-track requirement (FTR) and fast-track procurement (FTP) procedures. FTR speeds up the requirement phase, while FTP does the same for the procurement phase. The acceleration is made possible by rearranging priorities and by allocating additional personnel. The two procedures provide the required flexibility to be able to accommodate specific, mission-oriented requirements.  Examples of recent FTR/FTP projects are the procurement of the Bushmaster patrol vehicle, protective accommodation containers, improved protection of the YPR vehicle, the Aladin UAVs and long-range ammunition for the mechanised howitzer.
Operating among the population. In crisis-response operations, our soldiers frequently operate among the population, which is made up not only of civilians, but also of adversaries, while also being closely watched by the media. It is becoming increasingly difficult to distinguish combatants from the civilians in the region. The main objective of the operation is not achieving military victory, but creating the conditions for the political process, which is ultimately to lead to nation building. The motto, therefore, is as follows: ‘as civil as possible, as military as necessary’. In the event that circumstances do require military action, the prevention of collateral damage and victims among the civilian population is of crucial importance. The loss of (too) many lives and collateral damage can disturb the reconstruction process and diminish support for the operation. The sympathy of the local population, moreover, is highly valuable in terms of the security of friendly troops in the region. The armed forces are to maintain high moral values and cannot stoop to the adversaries’ lack of scruples. With a view to promoting nation building, it is important for the military to operate for the benefit of the local authorities as much as possible. This may give rise to tension in situations where these authorities do not respect the (democratic) norms and values held in western countries.


Increasing importance of an integrated approach. Crisis-response operations are often undertaken to force dictatorial states to make concessions, such as was the case with Serbia, following the war in Kosovo, or to restore state authority in a failing state. Providing support in the context of nation building, virtually invariably, constitutes the main challenge of any intervention, whereby we need to focus on four aspects in particular. First of all, the establishment of stability and security, secondly, a beginning is to be made to establishing the rule of law, thirdly, the monopoly of force must be vested in or restored to the armed forces and the police, and lastly, socio-economic development is to be started up or maintained. It is immediately clear from this enumeration of actions that military personnel cannot bring crisis-response operations to a successful conclusion on their own. Although it is true that security is a precondition for reconstruction and stability, security can only be consolidated when military action is followed up by initiatives aimed at reinforcing local government and security institutions, as well as by efforts in the field of reconstruction. This requires an integrated, comprehensive approach whereby various departments, international organisations, NGOs, trade and industry, and the military play complementary roles. This approach is also referred to as the 3D approach: Diplomacy, Defence and Development. The overall objective is the creation of a stable situation, enabling the local and central authorities to take control again, without international assistance. Military action and effectiveness are to be viewed in this light. It is about joining forces for peace, stability and development. It is also important to realise that nation building is a long-term effort and that expectations concerning the results to be achieved should not be too high. Today’s crisis-response operations may be intractable, but they are meaningful nevertheless.
Diplomacy, Defence, Development; the 3D approach
The armed forces operate increasingly in the framework of an integrated approach involving various partners. This trend has been clearly discernible over the past years, particularly in Iraq and Afghanistan. This method of operating was inspired by the realisation that a sustainable improvement of the security situation in a region requires more than merely military means. What is needed at the same time and in equal measure is reinforcement of the government administration and boosting of economic and social development in the region. In the 3D approach the available assets and instruments (political, diplomatic, military and economic) are applied in conjunction. This requires an integrated approach whereby various departments, international organisations, NGOs, trade and industry, and the military play complementary roles.
Growing contribution by Defence to security within the national borders. Cooperation with the civil authorities involved in national security has been stepped up strongly over the past years. The establishment of the Netherlands Coast Guard, the Special Intervention Service, and the Coast Guard of the Netherlands Antilles and Aruba are cases in point. Apart from the scope, the nature of the Defence contribution to national security has also changed. In addition to providing general support through personnel and materiel, Defence also furnishes high-grade specialist capabilities. Owing to frequent deployments abroad, Defence has developed and acquired capabilities and experiences that are also relevant to national deployment, for instance in the fields of explosive ordnance disposal or combating air terrorism. In addition, the Royal Netherlands Marechaussee makes a valuable contribution to national security.
The ‘Intensification of Civil-Military Cooperation’ (ICMC) project entails arrangements regarding capabilities made available by Defence, without fail, to civil authorities within fixed terms. Defence has evolved from an ad-hoc ‘safety net’ for civil authorities into a permanent security partner for the police, fire services, and medical services in the event of incidents or disasters. ICMC demonstrates an alternative approach to enhancing the striking power of the central authorities. Over the past period, decisive steps were taken at a central level. In the near future this is to be translated into practical arrangements, while attention is also to be given to embedding cooperation at the regional level. Civil representatives in the security regions and the regional military commanders must be able to locate and contact each other without delay, and together they must come to an understanding regarding cooperation in the context of the day-to-day business. To this end, the Defence organisation has brought the boundaries of the regional military commands into line with those of the security regions. Defence also ensures that each security region has a permanent military adviser. Finally, Defence takes part in joint exercises to further step up cooperation.
	Intensification of civil-military cooperation (ICMC)
Defence guarantees the following military capabilities for use under civil authority:
Surveillance and security of installations: one unit, of no more than battalion size, mobile ground radar systems, small unmanned aerial vehicles, two ’duty ships’, two composite units for harbour protection, and the detection, identification and disposal of conventional and improvised explosives.
Disaster relief: one detachment of 3,000 military personnel, staff capacity for directing operations (evacuations) in the event of disasters or crises, vehicles for the evacuation of civilians, one construction unit, including technical and advisory capacity, a collapsible bridge for emergency bridges and emergency rafts, back-up facilities to support administrative centres and operations centres, back-up elements for Schiphol air traffic control, six medical aid stations for triage and first-line, an emergency hospital for second-line care, an ambulance platoon, defence complexes for the temporary reception of large numbers of persons in the proximity of a disaster area, CBRN detection and decontamination capacity and a CBRN response team, and, finally, fire suppression helicopters (based on a separate covenant).
These agreements mean that Defence provides approximately 4,600 military personnel to support the civil authorities. The lion’s share of these capabilities is being guaranteed from 1 January 2007, while another portion is to follow suit in the short term. To disseminate the details of the arrangements, an accessible catalogue was recently published.


Level of ambition
Our armed forces, also in the coming period, are to remain capable of operating at all levels of intensity and in all phases of a conflict, in conjunction with our main Allies. The level of ambition is defined as the operational performance of the main tasks of the armed forces and specifies what the armed forces need to be able to provide. It functions as the umbrella framework for the operational possibilities of the Defence organisation. The level of ambition is not simply a matter of adding up, and it does not function as a straitjacket, nor does it stipulate how many soldiers are to be deployed at any one time. Decisions on the deployment of military personnel are taken on a case-by-case basis and cannot be directly derived from the level of ambition.
The level of ambition has both an external and an internal function. The Defence organisation, through the level of ambition, explains to the outside world what it aims to do and what the outside world is entitled to expect from the Defence organisation. For the organisation itself, the level of ambition is a yardstick that serves as a guiding principle in designing and assessing the scope, nature and structure of the organisation. The current level of ambition, explained in the update letter of 2 June 2006 mentioned earlier, is formulated as follows.
The armed forces guarantee:
· protection of national and Allied territory and airspace, including the Netherlands Antilles and Aruba, with all available resources, and using all means, if required;
· an active contribution to the integrated Dutch foreign policy. This concerns the following.
· making a high-quality, technologically advanced contribution to international operations across the spectrum of conflict, including during the initial phases of an operation. This concerns:
·  a contribution to the NATO level of ambition. In this regard, the armed forces as a whole must also be able to make a contribution of varying size to the NATO Response Force;
·  a contribution to the EU level of ambition. In this context, the armed forces will also make periodic contributions to the EU rapid reaction capacity, the EU Battle Groups;
· a contribution to the Stand-by High Readiness Brigade (SHIRBRIG) of the United Nations;
· participation for the maximum duration of one year in an operation at the high end of the spectrum of conflict with a brigade consisting of land forces, two squadrons of fighter aircraft or a maritime task force;
· simultaneous participation over a prolonged period in a maximum of three operations at the low end of the spectrum of conflict with task forces of battalion size or, in the case of naval and air operations, the equivalent;
· in land operations, operating as lead nation at brigade level and, in conjunction with other countries, at army corps level, in maritime operations, operating as lead nation at task group level, and in air operations, operating with contributions at a level comparable to brigade level; 
· conducting special operations, including evacuations and counter-terrorism operations. 

· participation in police missions, including in European Gendarmerie Force operations, with officers and units of the Royal Netherlands Marechaussee Command, and in small-scale missions of a civil-military nature;
· allocation of military experts for the purposes of training and advising security organisations in other countries;
· provision of international emergency assistance at the request of civil authorities;
· contributing to the security and safety of our society within the borders of the Kingdom of the Netherlands, under civil authority. Specifically, that means:
· the performance of national tasks, such as border control, by the Royal Netherlands Marechaussee Command and the Coast Guard;
· the provision of military assistance to upholding law and order under criminal law and maintaining public order, with special assistance units and explosive ordnance disposal units;
· military assistance in disaster relief and in the event of large-scale incidents.
The current level of ambition continues to apply. The following observations should be made, however. The level of ambition states that the armed forces must be capable of participating for the maximum duration of one year in an operation at the high end of the spectrum of conflict with a brigade consisting of land forces, two squadrons of fighter aircraft or a maritime task force. As has been stated before, we do not expect the Netherlands or the Alliance to be involved in the foreseeable future in a prolonged operation in a high-intensity conflict. The intention of military action in such operations is, precisely, to settle the conflict as quickly as possible. The conclusion drawn from this assessment is that the Netherlands does not need to be able to deploy a brigade or its equivalent for more than one year. Viewed in this light, we consider the reinforcements and reallocations that we have decided to implement, and which tie in with the shift in emphasis from main weapon systems to enabling capabilities, to be responsible choices.
The segment of the level of ambition that has, for years, taken up most of the efforts of Defence concerns simultaneous participation over a prolonged period in a maximum of three operations at the low end of the conflict spectrum with task forces of battalion size or, in the case of naval and air operations, the equivalent. Our comments in this context concern the ‘low end of the spectrum of conflict’ and the number of three task forces of battalion size.
As far as the low end of the spectrum of conflict is concerned, the distinction between operations at the higher and lower ends of the spectrum has undeniably become less clear. In many crisis-response operations account is to be taken of irregular enemies and violent incidents, such as shooting incidents and bomb attacks. The level of force may vary strongly, both in terms of time and place. The wide range of the operations undertaken by Defence has implications for the organisation, the resources and the operations. A deployed unit is to be capable of operating in various modes, also in situations where the main objective is stabilisation. The unit must have sufficient fire power and means of protection. Currently, these missions would be inconceivable without the deployment of armoured vehicles and an air component consisting of transport helicopters, combat helicopters or fighter aircraft. The operational (and political) necessity to increase the level of protection means that Defence, also in supposed reduced-risk missions, has to make a concerted effort to ensure that the deployed unit is sufficiently equipped.
In respect of the number of three task forces of battalion size, we should note that our military contributions are generally composed on the basis of the specific demands of the mission in question. The experience of recent missions has shown that the overall size of the deployed task force, compared to a basic unit of land forces or marines of battalion size ranging from between 600 to 800 military personnel, ultimately may be almost twice that size. This is due to a large extent to air force components, such as helicopters and fighter aircraft. Missions are increasingly carried out at a great distance from the Netherlands, in highly inaccessible areas. This again results in an additional requirement for support capabilities, such as transport assets. Against this background, the current contribution to ISAF in Uruzgan and in Kandahar, including the Air Task Force, consisting of F-16 fighter aircraft and helicopters, may be viewed as three contributions with a task force of battalion size or the equivalent. In view of the fact, moreover, that the armed forces are also involved in other missions, including the maritime contribution to UNIFIL and the contribution to EUFOR, and given the fact that we are currently exploring the desirability and possibility of participating in UNAMID in Sudan, we conclude that the capacity of the armed forces for contributing in an international framework is made ample use of.
Main points of policy
Against the background of the developments described above, Defence policy during the current government's period of office will be characterised by two main points, namely Defence personnel and the further improvement of operational deployability in support of the government's integrated security policy. We have provided an explanation below of how the policy is to take shape in the coming years, partly with the help of the increases provided for in the coalition agreement. We will also illustrate how we have created the scope for these priorities in a responsible manner. Apart from the ultimately inevitable reduction of a number of main weapon systems, in this framework we will pay particular attention to improving the Defence organisation’s operating processes.
Investing in personnel
People are the core of the armed forces. Recent operations illustrate yet again that the Defence organisation has remarkable personnel. Our military personnel deserve a great deal of respect and appreciation for their huge efforts in the service of peace and security, often at great risk to themselves. We are fully aware of the human capital present in the organisation and of the importance of sensibly utilising and further developing that capital. For that reason, we are making investment in personnel a priority for the years to come.
The quality of the Defence personnel, be they executive or support personnel, military or civilian, is the key to the success of every military operation. Good selection of personnel at the point of intake, followed by throughput to good training and instruction, contributes directly to the deployability of the armed forces. Furthermore, the protection of personnel during operations relies heavily on stringent selection, good mastery of military skills and intensive training programmes that approach the reality of deployment as closely as possible ('train as you fight, fight as you train’). In addition, the fact that there are shortages of personnel in a number of instances presents a problem for the deployability of weapon systems. Targeted personnel reinforcements will increase the deployability of combat helicopters, for example.
As one of the Netherlands’ largest employers, the Defence organisation is clearly feeling the consequences of the shortages on the job market. Recruitment results are on the decline and the outflow of personnel currently outstrips the intake. Competition on the job market is set to increase in the coming period, as the demand for jobs is growing more strongly than the supply. The Defence organisation must adjust to the fact that the labour market will remain tight in both favourable and less favourable economic times. In view of the demographic developments, the number of female employees and employees from ethnic minorities will have to increase. Moreover, Defence sets great store by diversity in the organisation.
Recruitment and retention of personnel will constitute an important priority of personnel policy in the coming period. Personnel shortages in certain categories, as is already the case for pilots, air traffic controllers, tactical controllers, technical, ICT and medical personnel, will require particular attention in the coming years. However, in order to recruit and retain sufficient numbers of personnel, it is necessary to reinforce personnel policy across the board. Flexibilisation and customisation are the leading concepts in this regard. Studies conducted among Defence personnel to determine job perception and reasons for leaving the organisation have shown that, in addition to better career opportunities, employees wish to have greater influence on their career and a better balance between their work and home life. In order to respond to that, the organisation needs to respond better to the individual requirements of its employees. Consequently, in the current government’s period of office, the Defence organisation will focus on the introduction of the flexible personnel system, the further development of favourable and flexible conditions of employment, the optimum support of its personnel in all stages of life and an increase in diversity of the personnel complement. We will also be taking measures in order to guarantee a safe and pleasant working environment, and personnel care will remain a focal point. The reinforcements in the personnel policy are to ensure that the Defence organisation has sufficient numbers of well-educated personnel who enjoy working for Defence and who can continue to perform the tasks of the armed forces effectively. When reinforcing the personnel policy, the Defence organisation is vigorously pursuing cooperation with other parties, such as the business world, educational institutions and other government organisations.
Flexible personnel system (FPS)
The flexible personnel system is to be introduced during the present government term. The amended Military Personnel Act, approved by the House of Representatives, constitutes the basis for the FPS and for the elimination of the distinction between an appointment for a fixed term and an appointment for an indefinite period for regular military personnel. By setting a maximum for the number of military personnel for each rank, the period in a particular rank and the age of post allocation, it is possible to direct the rank structure and age composition of the personnel complement. In addition, the new personnel system promotes the profile of Defence on the job market as a modern employer with a focus on the individual. With the FPS, we are investing in talent development, career guidance and customisation by means of assessments, career interviews, personal development plans, coaching and advising. The development opportunities for personnel are to be expanded, and career guidance will be intensified by expanding the capacity in that field by some 150 people.
Career guidance is not only focused on a career with the Defence organisation, but also on a possible career outside. As soon as it becomes clear that a member of military personnel is to leave the service, guidance for that member of personnel is intensified and, if required, retraining is offered. The full introduction of the FPS will take a number of years, partly due to the transitional arrangements for incumbent personnel. In the 2007-2009 collective labour agreement, it was agreed that the possibility of the further harmonisation of ranks and levels of remuneration was to be considered. The Defence organisation will inform the House of Representatives biannually in respect of the introduction of the FPS, with the progress being linked to a ‘baseline measurement’.  In the baseline measurement, the position of reserve personnel will be addressed in the new personnel system. 

Introduction of flexible employment conditions
Under the collective labour agreement of 2 August this year, the instruments contained in the employment conditions for supporting recruitment and selection were reinforced. They include not only the market-level, generic salary measures, but also measures for increasing the possibilities for enlistment and retention bonuses for the personnel categories of which there is a shortage. In this respect it is important to act upon the various wishes and requirements of the personnel, and to apply instruments flexibly. For example, the possibilities for exchanging time and money have been expanded. In certain situations where customisation is not possible owing to the tasks of the armed forces, the negative consequences for care tasks and personal development for example, will be eliminated as much as possible. In the 2007-2009 collective labour agreement, it was agreed that the possibilities would be assessed for the further harmonisation of labour conditions in the areas of, for example, rank, remuneration level, leave, transfer expenses and offshore/exercise allowances. The organisation will establish the elements in which further flexibilisation of the terms of employment is possible with a view to increasing the appeal of the Defence organisation on the job market.
Age-aware personnel policy
The wishes and requirements of individual members of personnel are to a significant extent determined by their current stage of life. The Defence organisation already has an extensive set of instruments to act upon the various wishes and requirements, for instance part-time work, the combination of work and care in relation to deployment, personal development plans and suitable training courses. However, the Defence organisation is focusing on better harmonisation of those instruments with the stages of life of its employees. Furthermore, an assessment will take place to establish whether the instruments are necessary. Agreement was reached with the Civil Service Federations to make further arrangements on this matter, in the form of a covenant.
Diversity policy
Diversity is of vital importance to the Defence organisation, not only so that it can be a good employer to all, but also because ethnic and cultural diversity can benefit the quality of the Defence organisation and of the operational efforts. The diversity policy will be intensified in the coming period. The position of women and those from minority ethnic cultures will become a permanent subject taught in basic and career training. Line managers, Personnel and Organisation (P&O) officials and policy officials will attend diversity management courses. 2008 will see the launch of a mentor project, with a view to promoting the development and throughput of people from ethnic cultural minorities. There will also be ‘diversity ambassadors’ in all elements of the Defence organisation. The organisation is also focusing more attention during the recruitment process on women and minorities of various cultural backgrounds. These target groups require different approaches. The required knowledge in order to do so will be enhanced with the help of various advocacy organisations in the field of diversity. National and international best practices will also be applied. The trainee programme remains focused on reinforcing the diversity in the organisation. Furthermore, the Defence organisation aims to have selection instruments that are insensitive to differences in cultural background. The Defence organisation also wants to be an attractive employer to young homosexual people, and will express that fact in its external communication. Spiritual welfare in the organisation will also be tailored to the more diverse personnel policy. For certain job categories, the diversity policy demands special attention. For example, more boys (20 percent) than girls (2 percent) opt for a technical job. This is an obstacle to increasing the proportion of women in technical positions. The staffing of senior positions also requires attention, as the number of highly-educated personnel from ethnic minorities is relatively small.
Personnel welfare
There is a close relationship between the well-being of Defence personnel and the atmosphere in the workplace. For the very reason that the military profession can be demanding, a pleasant and safe working environment is greatly important to everyone, irrespective of gender, race, ethnicity, faith, sexual orientation or position in the organisation. That concerns the interpersonal relations among Defence personnel, and putting into practice the norms and values that correspond to the military profession, as well as the role that leaders play in that regard. A great deal of attention is to be paid to the code of conduct in the coming period. Furthermore, many measures are to be taken in the field of social leadership, working and living conditions, and integrity. In the same way as the code of conduct, the subject ‘social aspects of leadership’ will be integrated into all Defence training courses. A system of coaching, peer supervision and executive activities is to be introduced, tailored to social leadership. Recruitment, selection and the system of performance interviews and assessments will be adapted, and the supervision regulations system will be improved. In the sphere of working and living conditions, the provision of evening sports activities and facilities for leisure activities will be expanded. Moreover, a study will take place to assess whether the military criminal and disciplinary law instruments and those of the law relating to legal position need to be adapted, with a view to upholding regulations and norms. The structure of the integrity organisation, with twelve full-time confidential counsellors, an independent reporting point and a new reporting, registration and evaluation system is nearing completion.
Recruitment and retention
The Defence organisation will continue to present itself convincingly on the job market. Working in the Defence organisation stands for a job with social relevance, being internationally active, cooperation, good conditions of employment and excellent opportunities for personal development. In cooperation with the Ministry of Education, Culture and Science, the Defence organisation is to significantly expand its transitional and preparatory courses, so that more young people will opt for a job in the Defence organisation and receive basic qualifications. The Defence organisation also offers a second chance to young people who have not completed their education. In this context, too, it is important to pursue civil certification of all training courses. This makes it easier for employees to find work elsewhere after they leave the service. This autumn, the State Secretaries for Social Affairs & Employment and Defence will together send a letter to all young job-seekers to make them aware of the possibilities the Defence organisation has to offer.
Unwanted drop-out of candidates in the recruitment, examination and basic training processes must be avoided as much as possible, not only to retain candidates for the armed forces, but also to counteract the social problem of early school leavers. The application and acceptance process, as well as the effectiveness of the physical examination, will be given further consideration and will be improved where necessary. The entrance requirements will remain unchanged, but additional provisions and facilities will become available, such as extra training, to improve candidates’ chances of meeting the requirements.
The Defence organisation will also focus more on the so-called horizontal intake of personnel. An inventory will be made of the positions that are eligible for horizontal intake, facilitating the subsequent targeted recruitment of candidates. Furthermore, a study will be carried out to establish which services the Defence organisation can employ locally in deployment areas. The Advisory Council on International Affairs has been requested to issue advice on this matter.
In the coming period, the emphasis will lie on the recruitment and retention of personnel. However, the support given to outflow will remain important. The current job market is favourable for personnel who need to find a job outside the armed forces, but in the future it may prove necessary to provide even more outflow support. The Defence organisation is also looking for cooperative agreements and arrangements with other sectors, in the framework of outflow assistance. To that end, the Defence organisation already enjoys close cooperation with VNO-NCW (Confederation of Netherlands Industry and Employers) and the Centre for Work and Income (CWI). Defence is also seeking cooperation with other government sectors. This has already led to arrangements for the transfer of Defence personnel to the police force, the customs service and the prison service.
Reservists
Reservists occupy a separate and important position in the armed forces. Their role has developed from that of a vast, dormant reserve force for obligatory deployment in exceptional circumstances to a smaller corps of volunteers who may be deployed within national borders, or as specialists in international operations. By merging the regional military commands with the brigade headquarters of the Royal Netherlands Army Command, the National Reserve units will be placed closer to the operational units, and additional opportunities for training and instruction will be created. Under the amended Military Personnel Act, the position of reserve personnel as military personnel will be regulated by law in the same way as that of the regular military personnel. This development does justice to the position and the duties of reserve personnel within the armed forces. A study will be completed before 1 March 2008 into the remuneration of reserve personnel, bearing in mind the linking of reservists to military legal status. In principle, reservists fall under the civilian healthcare system. In the period around a deployment, they receive healthcare from the military medical service. Consideration will be given to whether, and if so, how healthcare must be adapted so as to provide optimum support to reserve personnel in the period before, during and after deployment.
Employee participation
In this government’s period of office, the Defence organisation will take measures to promote an open and healthy consultation climate, in which employee participation develops into a part of day-to-day business. Employee participation should be characterised by open communication, instead of a predilection for rules, procedures and regulations. To that end, employee participation is to undergo further professionalisation. The new Employee Participation Decree for the Defence Sector, which is to be brought into line with the Works Councils Act as closely as possible, will bring about an improvement in the employee participation structure. Employee participation will also be introduced in phases at the level of the Defence elements, and at the level of the Defence organisation as a whole. As a consequence, the special committees will cease to exist.
Care and aftercare
The Defence organisation has a duty of care in terms of the safety, health and welfare of its employees. Prevention is a top priority in this regard. Injury and damage to health must be prevented as much as possible by means of selection and examination, as well as by safe and healthy working and living conditions, not least during exercises and deployments. To this end, a safety management system is to be introduced, with a view to helping embed safety awareness firmly in the Defence organisation. The new Military Personnel Act provides the foundation for an integrated healthcare system, which is based on cohesive curative care and occupational healthcare provided by our own military medical service. This gives a good impression of the state of health of the military personnel, which can be used to determine whether deployment would be a responsible step. Cohesive care before, during and after deployment will thus become the norm. This is especially important for high-risk operations, such as the one taking place in Uruzgan. The Defence organisation has high-quality Spiritual Welfare Services. Chaplains of various denominations are always available, including before and after a mission. Two imams are also to join the Spiritual Welfare Services. Military personnel with a permanent limitation are integrated into the Defence organisation as much as possible. Should this prove impossible, they are assisted in their search for a job outside the armed forces. In that regard, the social roles and tasks of other government employers and of the business sector will be emphatically involved.
In the sphere of healthcare, intensive cooperation takes place with civil partners and international military partners, for instance regarding medical files, patient transport and field hospitals. In order to continue to provide high-quality care in the future, a number of academic studies are being conducted into matters such as post-traumatic stress disorder, expeditionary healthcare, medically unexplained physical symptoms and healthcare during the deployment of chemical, biological, radiological and nuclear assets.
The integral care approach and the coordination of services offered to war and service victims has taken concrete shape thanks to the Central Reporting Point at the Veterans Institute (CAP/Vi) and the introduction of the welfare desk of the Dutch Public Servants Superannuation Fund (ABP). The care coordinators of the ABP welfare desk draw up a care plan for the war and service victims, and subsequently coordinate and monitor its implementation and progress. The medical assessment of war and service victims with a view to establishing their right to a disability benefit and the payment of that benefit will take place – wherever possible simultaneously with the assessment for the disability pension – at the ABP welfare desk. On the basis of the care plan for war and service victims, the welfare coordinator will point people in the direction of the appropriate organisations for reintegration and for debt assistance and other problems. The Council for Care and Research is advising the Defence organisation on conditions related to deployments, focusing mainly on veterans’ care. As veterans’ care will be further intensified in the coming period, the veterans’ registration system is important. The Defence organisation will use the system to continue its attempts to encourage veterans with a need for care to find assistance.
In consultation with other government departments and social organisations, the organisation will look at ways of giving substance to the broad social responsibility for veterans’ care. In order to realise those policy intensifications, the personnel capacity of the Veterans’ Policy Office will be increased. As established in the coalition agreement, the desirability of giving veterans’ policy a legal basis will be studied. To that end, a round-table conference will be held this autumn, involving experts and representatives from various social organisations. The conference could also promote the further social recognition of and appreciation for veterans in the Netherlands.
The performance of military personnel is also dependent on a stable and supportive ‘home front’. Consequently, the Defence organisation focuses on the home front before, during and after a deployment, for example by providing good information, supporting home front committees and creating possibilities for communicating with the military personnel in the deployment area. Paying attention to the family is also a part of veterans’ care. Examples in this regard are contact between veterans who have been through the same experiences, involvement in social work and psychosocial assistance for the family. Close attention will also be focused on the home front in the coming period.
Providing service in the personnel sphere of activity
With the reorganisation of the personnel sphere of activity, the provision of service to personnel will see an improvement in quality. In the coming period, the reorganisation is to lead to a Personnel & Organisation structure with well-trained employees who, on the basis of clear policy and standardised processes, and supported by a modern information supply, are able to provide high-quality management advice and Personnel & Organisation services. All personnel files are expected to be in digital form in the course of 2008.
Improving operational deployability
The second main spearhead of policy for the coming years is the further enhancement of the operational deployability of the armed forces in the framework of the integrated foreign policy. It has already been mentioned in the introduction that, as opposed to the possible suggestion in the Framework Memorandum of 2 July this year, most of the projects that were previously decided upon will continue. A large share of the measures aimed at transforming the armed forces will therefore be implemented, be it in full or in a slightly amended form, during this government’s period of office. The Summary of Materiel Projects, which is to be sent to the House of Representatives at the same time as this policy letter and the budgetary documents, contains a complete listing of all materiel projects in excess of EUR 25 million which are to be implemented during the current government's period of office. The Defence organisation will continue to invest EUR 1.6 billion per annum in new materiel, as a consequence of which the investment percentage will remain above twenty in the coming years. This means that the Netherlands is one of the countries within NATO and the EU that are working credibly on the deployability and professionalism of their armed forces. The possibilities for participating in NATO’s C-17 initiative to increase the strategic air transport capability are being assessed. This matter will be addressed further in the Spring Financial Report.
The most noteworthy project on which this government will take a decision is without a doubt the replacement of the F-16 fighter aircraft. Our country has been taking part in the development, in the United States, of the Joint Strike Fighter (JSF), now known as the F-35 Lightning II, since 2002. For the development phase, the Netherlands has undertaken a financial contribution of USD 800 million, a sum that in the long term will yield a much greater financial volume in the form of orders for Dutch companies. The outlook, in which the Ministry of Economic Affairs in particular is active, is favourable. In 2002, the government and the companies involved drew up a business case, in which the cost for the government of active participation in the development of the aircraft was compared with the cost of off-the-shelf procurement, in other words, if the aircraft were to have been fully developed and ready for sale. Participation was found to cost the government more than the procurement of a ready-made aircraft. Because trade and industry has the most interest in the development of the JSF, it has been laid down in a joint financing arrangement that the companies involved will repay the difference by transferring a percentage of their JSF turnover each year that the aircraft is in production. This should eliminate the difference for the government between industrial participation and off-the-shelf procurement. It was agreed at the same time that after a certain period, the assumptions and points of departure of the business case would be re-assessed; this is scheduled to take place next year. The production, sustainment and follow-on development phase of the JSF is now ongoing; this will take place throughout the life of type of the aircraft. The partner countries have entered into an agreement for this phase, under which they are obligated to contribute to once-only capital expenditure, or non-recurring costs, for instance for the construction of the production line. Those costs will be offset against the unit cost that the partner countries will ultimately pay. As the House of Representatives has already been informed, the signature of the agreement on the production, sustainment and follow-on development of the JSF did not create an obligation actually to procure aircraft.

Participation in the development of a new, major weapon system such as a fighter aircraft presupposes the intention to ultimately procure the combined end product. The case of the JSF is no different. As established in the coalition agreement, in the next few years a number of intermediate steps need to be taken before a definitive decision can be made to procure the aircraft. Those steps in fact comprise the final evaluation of whether the system still meets the requirements of the Netherlands in terms of product, time and money. As a consequence, after the re-evaluation of the business case in 2008, a year later a new comparison will be made between the JSF and three alternatives, namely the Eurofighter, the Rafale and the Advanced F-16. In order to gain the best possible insight into the performance of the JSF and to support the introduction of the aircraft into service with the air force, the intention is for two aircraft to participate in the operational test and evaluation programme scheduled for implementation in the United States from 2011 onwards. The government will make a decision this year concerning the signing of an agreement on this programme. With a view to punctual delivery in 2011, the placement of the provisional order for the first test aircraft is planned for this year. The provisional order for the second test aircraft, to be delivered in 2012, has been planned for 2008. The government will then make a decision in 2009 concerning the definitive procurement of both test aircraft.
The decision-making on the replacement of the F-16 is planned for 2010. The government will then present its decision to the House regarding the type of aircraft that will be introduced into service with our armed forces in the next decade, and regarding the number of aircraft to be procured initially. The Defence political leadership have in recent years repeatedly spoken in favour of procurement in phases, with a view to preventing Defence from committing itself in 2010 to a definitive number of aircraft, while the future – and thus the ultimate – requirement is still indeterminable. With procurement in phases, the Defence organisation places itself in the position to follow the international security situation and technical developments in the sphere of air power for a number of years, and to answer the question in the longer term of whether more fighter aircraft are required and, if so, how many. This ‘batch approach’ is still in effect. The House will be informed on time and in full in the coming years regarding the intermediate steps on the way to the procurement decision in 2010 and the preparations for each of those steps. Initially, this year, the House will be further informed in respect of the signature of a Memorandum of Understanding concerning participation in the operational test and evaluation programme in the United States from 2011. The House will be informed simultaneously of the results of the procurement preparation for both test aircraft. The House will then be informed regarding the (preparation of) the re-evaluation of the business case in 2008.
In addition to the replacement of the F-16 fighter aircraft, various other military assets will also be upgraded. For instance, the coming years will see the introduction of the NH-90 helicopter, additional Chinook transport helicopters, patrol vessels and the infantry fighting vehicle. Other improvements include precision ammunition for the mechanised howitzer, modifications to the deck guns of the ADC frigates and the equipment of the F-16 fighter aircraft with new target designation assets. Thanks to these measures, our armed forces will continue to be one of the most modern forces in the world.
To solve operational problems that have arisen, and to give further substance to the integrated foreign policy of this government, we will be taking several additional measures - with the help of the intensification contained in the coalition agreement - to enhance the operational deployability of the armed forces. That relates in particular to the following measures:
Reinforcing network-enabled capabilities
Modern military operations require a diversity of weapon systems, sensors and command and control systems on land, at sea and in the air to be in contact with each other in such a way as to enable rapid and effective operations with the required degree of flexibility. Together, these systems and sensors form a network, as it were, for which the term ‘Network-Enabled Capabilities’ is used in an Allied context. Because systems and sensors are connected to one another, a better combined picture can be compiled of the situation in an area of operations. This also ensures escalation dominance by our military personnel in an armed clash, as in a ‘network’ extra assets can be called for quickly and in a coordinated way. Examples might be the support of fighter aircraft or combat helicopters by units on the ground. The capability to consolidate systems and sensors in a network benefits both the effectiveness of the mission and the safety of friendly units. Moreover, complex operations such as that in Afghanistan require the presence of that capability not solely at higher levels but also lower, in other words in smaller units and groups. Investments in Network-Enabled Capabilities also promote the capability for operating together with Allies and partners. An additional EUR 40 million in total will be invested in this area in the current government’s period of office. An annual sum of EUR 10 million will be reserved from 2012 onwards.
Reinforcing the intelligence chain
For the Defence organisation, the importance of a good intelligence position has increased unequivocally in recent years. The growing complexity of operations and the globalisation of the deployment of the armed forces, moreover, place greater demands on the provision of intelligence. What is on the minds of the local population? What are the adversaries of a mission planning, and what should be the response to those plans? The provision of reliable and timely intelligence is not simply a condition for effective military operations, but also a condition for the safety of our military personnel. These developments require a substantial strengthening of the Defence organisation’s intelligence chain. This concerns the following:
· Consolidation of assets for the processing of operational intelligence in an intelligence unit that is deployable across the Services. The current Istar battalion will form the basis for this unit, which will remain a unit of the Royal Netherlands Army Command. Specialists from various backgrounds will analyse the information from diverse sources in conjunction.
· Strengthening the Military Intelligence and Security Service (MIVD) and the operational intelligence component of the Joint Operations Centre. In order to bridge the gap between deployed units and analysis capability in the Netherlands, National Intelligence Support Teams (NIST), with which the Defence organisation already has positive experiences in Iraq and Afghanistan, will be used.
In order to strengthen the Defence organisation’s intelligence chain, in 2008 a total of almost EUR 10 million extra has been reserved, which will increase annually to over EUR 18 million in 2011. Structural coverage of the above measures is also planned for subsequent years. Among other things, the measures implement the recommendations of the external Defence Intelligence and Security Study Group (OIVD), chaired by C.W.M. Dessens (mr. drs.), of which you were informed at an earlier date (parliamentary document 30 300 X, no. 106).

Establishment of a permanent joint headquarters
Since 1995, the direction of operations in the Defence organisation has gradually improved. The Chief of Defence is responsible for those operations, and for some time now has had a Joint Operations Centre at his disposal. As joint operations have become more the rule than the exception nowadays, the centre will be transformed into a permanent joint headquarters, and will incorporate elements of the operations centres and situation centres of the operational commands. This will facilitate the further improvement of the direction of operations, and will also enable better coordination of the operational information flows. It will also bring about further improvements in the provision of information to the political leadership and senior civil servants. The joint headquarters will also accommodate representatives of other government departments and civil partners. The preparation of units for operational readiness remains primarily the task of the operational commands. The joint headquarters will provide a significant contribution to an integrated approach to international missions – from the planning up to and including the conclusion – and will promote the effective deployment of the armed forces for national tasks. The joint headquarters is expected to become effective in 2010. EUR 20 million has been reserved for the establishment of the headquarters.
Improved protection of deployed personnel
The protection of deployed personnel is high on the Defence organisation’s agenda. Only well-protected personnel are capable of completing the mission. Furthermore, from the point of view of being a good employer, the Defence organisation feels obliged to do everything it can in order to minimise risks. The operational experiences in Afghanistan and Iraq in particular have clearly illustrated the need for additional measures in this regard. For example, more so than in the past, our military personnel are coming face to face with remote-controlled explosives, referred to as Improvised Explosive Devices (IEDs) in military terminology. Those devices constitute a significant threat and require rapid countermeasures. Such measures are not only geared towards locating and neutralising the explosives, but also to neutralising the adversary’s network. A series of measures is being implemented in order to afford our military units better protection. For example, an IED task group (Task Force 'Countering IED') has already been set up. The capacity (both in terms of personnel and equipment) for detecting and neutralising IEDs is to be expanded. Operational concepts are being adapted and military camps reinforced. The intelligence work and the training and instruction of military personnel are focused on the threat of attacks. Additional protection is to be provided for wheeled vehicles. EUR 1 million has been reserved for these measures in 2008, EUR 6 million in 2009 and an annual amount of EUR 15 million from 2010 up to and including 2012. Funds have also been reserved in the budget for the period 2013-2017 (a total of EUR 56 million).
Reinforcement of civil-military cooperation (CIMIC)
In military circles, civil military cooperation, or CIMIC, refers to cooperation in the interests of the mission between the military, the local authorities, the civilian population and other civil partners in an area of operations. A great deal of experience has been gained in the diverse operations of the last ten to fifteen years – from the Balkans up to and including Afghanistan. In recent years it has become clear that improvements are necessary in the area of CIMIC, in terms of both quality and quantity. For example, the complexity of missions and of the civil context in which they are conducted requires a higher level of expertise on the part of CIMIC personnel. For that reason, thirty full-time CIMIC experts will join the recently-established CIMIC unit.
Improvement of the sustainability of Apache helicopters
The Apache helicopters are without a doubt of great importance to the support and protection of our military personnel on the ground. For example, they help ensure escalation dominance over the adversary. Severe demands have been placed on this particular capacity in recent years. The sustainability of the Apache combat helicopters will therefore be increased by means of expanding the complement of both flight and maintenance personnel. This will serve to reduce the deployment pressure in those categories. For the aforementioned measures, EUR 2 million has been reserved for 2008, and subsequently EUR 5 million has been reserved annually. Furthermore, the decision has been taken not to proceed with the intended procurement of five Apache combat helicopters mentioned in the Defence Budget and Policy letter for 2003. The aircraft will be kept in reserve for the time being.
Improvement of information management (including the Speer project)
The Defence organisation is working on the further standardisation of its information management in support of operations and in the fields of personnel, materiel and financial management. To that end, basic administrations are being set up, in which data is recorded clearly and once only. To improve the information supply between the Netherlands and the deployment area, a number of ICT infrastructural provisions are necessary, as are a number of measures in the sphere of information security. Projects have been planned, such as the link between the national and expeditionary infrastructures, improvements to the ICT infrastructure, and more satellite capacity with a view to increasing the bandwidth (MILSATCOM project). In the current government’s period of office, standardisation and quality of financial and equipment-logistic data in particular will be improved. 

As is the case in many other organisations, Defence is to switch to an integrated information system, the ERP (Enterprise Resources Planning). The introduction of the ERP is a sizeable project that reaches to the very heart of the organisation. The project goes by the name of Strategic Process & ERP-Enabled Reengineering (Speer). The main priorities of the project are the improvement of both the financial administration and the logistic support of deployed units. To that end, a large number of processes will be charted, reviewed in relation to each other, and subsequently linked up using a single information system. As a consequence, fewer personnel will be needed. Moreover, because there will be improved insight into the usage and supplies of spare parts, management of materiel operating costs will also improve. The introduction of the ERP system into the Defence organisation is without doubt a tour de force. In the same way as for other projects, the introduction of Speer will have consequences for the Defence-wide ICT infrastructure and information supply. EUR 150 million has been made available for this for the next few years.
Creating scope for improvement
The above investments will be financed using additional funds made available to the Defence organisation under the terms of the coalition agreement. As mentioned, however, reallocations have become necessary in order to fully bear the cost of those investments. This concerns the following:
· Measures in operational management;
· Enhancing operational efficiency;
· Operational reductions;
· Reallocating planned investments.
Operational management
Significant results have already been achieved in terms of efficiency in recent years. For example, staffs have been merged and supporting services have been clustered together. Furthermore, the number of Defence locations has been reduced, leading to a considerable decrease in the associated running costs. Nevertheless, we see possibilities for more efficient operational management in a number of areas. These are as follows:
· Restructuring the organisation of financial management and materiel management in the Defence organisation, and improving their quality;
· The assessment and, if necessary, restructuring of the staffs of the various Defence elements, including the Central Staff; 
· Increasing the efficiency of the Paresto catering organisation;
· Increasing the efficiency of the Workstations service of the Defence Telematics Organisation (DTO); 
· Merging a number of service centres in the area of information management;
· Increasing the efficiency of the Defence Infrastructure Agency;
· Reducing the subsidy granted to Paresto;
· Integrating the ground-based air defence capacity;
· Merging the guarding and security tasks;
· Consolidating the facilities services;
· Increasing the efficiency of the military medical organisation;

During the current government’s period of office, emphasis will be placed on improving the Defence organisation’s operational management. Whereas in previous years a 'minimum programme' was in force, the ‘operational management quality programme’ was launched in 2007 as a logical consequence. The programme is aimed at the structural improvement of problem areas in operational management, as well as at the actual prevention of problems, as opposed to solving them retroactively. Risk analysis and risk management play an important role in this regard. Instead of introducing a new set of instruments, the quality programme focuses on making better and cohesive use of existing instruments. In view of the pursuit of structural improvements, the quality programme will take several years. At present the National Audit Office is conducting an objection audit in cooperation with the Defence organisation, which is expected to be concluded in early 2008. The measures arising from the objection audit will be incorporated into the quality programme.
Operational efficiency
Operational efficiency is to be improved by disbanding the company of marines on Curaçao and replacing it with a Royal Netherlands Army Command infantry company deployed on a short-term rotational basis. While this measure does not adversely affect the striking power on Curaçao, it does eliminate certain costs associated with the current stationing arrangement, such as payments for relocation, accommodation and education for the children of personnel. The commander, his support staff, the support platoon – all marines – and the vessels will still be stationed on Curaçao for longer periods, which means that the knowledge of the local situation and the required amphibious expertise will be retained. The aforementioned measure is without detriment to the Defence organisation's obligations on the Netherlands Antilles and Aruba, and the presence of the company of marines on Aruba is to be continued. The disbandment of the company of marines on Curaçao also creates possibilities for increasing the capacity of units of the Marine Corps in the Netherlands, in accordance with plans.
The  Royal Netherlands Marechaussee Command will also make a contribution, with a reduction of its establishment by 70 posts. That measure will be sought in the staff capacity of the Marechaussee Command. The substantiation of the aforementioned measures will be discussed with the external authorities of the Marechaussee Command in the Central Council and the task-specific councils.
The logistic brigade and the combat-support brigade of the Royal Netherlands Army Command are to be merged. Not only will this result in efficiency gains, but the new brigade will also have the basic capabilities for deployment and redeployment.
Operational reductions
We have come to the conclusion that none of the assets at the disposal of our armed forces have lost their operational value and that they are not eligible as a category for disposal for that reason. On the contrary; recent operations have underscored the complementary value of the diverse weapon systems of our armed forces. In order to nevertheless create the scope for the measures mentioned earlier to reinforce the operational deployability of the armed forces, an assessment has taken place to establish where the added value of those enhancements would counterbalance a reduction of the number of main weapon systems. Taking into account all considerations, the following decisions have been made:
· To disband two tank squadrons, involving a total of 28 Leopard 2 tanks. This will reduce the number of operational Leopard 2 tanks from 88 to 60, whereas the number of tanks available for training purposes remains at 22;
· To disband two gun batteries, involving a total of twelve mechanised howitzers. This measure will reduce the number of operational mechanised howitzers from 36 to 24;
· The disposal of eighteen F-16 fighter aircraft.  The number of operational fighter aircraft will thus be reduced from 90 to 72; the five squadrons will be reduced commensurately. The number of combat aircraft available for training and instruction will remain at fifteen. 

It must be emphasised that these are modern weapon systems, the operational value of which is beyond question. For that reason, the armed forces must continue to have sufficient numbers of these weapon systems at their disposal. They still represent a significant proportion of the striking power needed in operations. It is therefore not an easy choice to reduce their number. Yet we have decided to make those reductions, in order to create the scope for capital expenditure that we deem necessary. The fact that other weapon systems, such as combat helicopters, can also be deployed in order to provide fire power, has also played a role. In any case, the military striking power of armed forces is not only determined by the number of main weapon systems in the inventory, but to an increasing degree also by other elements of military potential. The Defence organisation chooses to strengthen those other elements further. The reduction of the number of F-16 fighter aircraft, for example, will improve the ratio between the number of aircraft and the maintenance capacity. The remaining F-16 aircraft will be equipped with improved air-to-ground weapons, data communication and self-protection capability. Despite the reduction of the number of tanks and mechanised howitzers, each mechanised brigade will retain those capabilities.
Restructuring capital expenditure
To create scope for capital expenditure within the current budgetary framework, for the time being funds will no longer be reserved for the following projects: 

· The procurement of an unmanned air-ground surveillance system for medium altitudes (MALE UAV). Apart from the expense involved in the procurement and introduction of such a new and complex system, continuation of the project would have led to a requirement for information-processing capacity over and above the existing plans for the reinforcement of the intelligence chain. Although the operational value of the MALE UAV is beyond question, the budgetary framework does not currently provide the Defence organisation with sufficient scope for new capabilities such as this. Additional Short Range UAVs are being procured for tactical purposes, however. These assets are directly at the disposal of the operational commander in the field, who is thereby given a powerful asset in order to build up the picture in his immediate surroundings. The air-ground surveillance capability of the armed forces will increase further still with the arrival of the NH-90 Helicopter and the replacement of the F-16 fighter aircraft;
· The procurement of the Tactical Tomahawk (Tactom). The Tactom can contribute to various military operations, and its procurement would result in an increase in the deployment options. However, when considering the required increases, we decided to invest in capabilities for which there is a more urgent need. The armed forces of the Netherlands also have the capability to operate in operations with a higher level of force without the Tactom. Examples of this are main battle tanks, fighter aircraft and combat helicopters, submarines and frigates;
· Participation in NATO’s Allied Ground Surveillance (AGS) project. It recently became apparent in NATO that the project proposals for this particular capability do not have sufficient support within the Alliance. Against the background of international developments, the reservation made for funding this project has been annulled. The NATO member states involved are currently assessing the possibilities for providing AGS capability on a more limited scale, using unmanned systems only. The Netherlands will continue to follow these developments closely. 

In addition to cancelled expenditure projects, a number of projects are to be delayed. This concerns not only many smaller projects, but also a number of major projects, such as the sustainment of the M-class frigates (one year), the joint logistic support ship (two to three years), the patrol vessels (one year), the ‘Improved Sight’ project (one year), the replacement of the bridge-laying tank (start is to be delayed by one year and completion by four years), the replacement of the light indirect-fire weapon system (four years), the midlife update of the Cougar (one year) and the F-16 self-protection capability (two years).
The consequences for the Defence organisation
To show the development of the armed forces, we shall now examine each of the components of the Defence organisation individually. That examination is also a response to the request from the House of Representatives for ‘charcoal sketches’ of the operational commands.
In 2003, command of the armed forces was centralised and the Chief of Defence was made responsible for readiness and the deployment of operational units. The support processes for areas such as information management, personnel, property, catering, health care, transportation, materiel logistics and finance were combined into service centres. To promote efficient business operations, products and support services were ‘bought and sold’ between support centres and the operational commands. Over the next few years, the emphasis will be on further concentrating the support services, standardising 'client' support and increasing the involvement of external third parties in providing services. Benchmarks are among the tools used by the Defence organisation to evaluate the quality of the support services. In 2008, the Services will implement a quality model for improving business processes. By being more aware of risks and accepting risks with negligible consequences, the pressure of regulation and control will be reduced and management of high-risk areas will be improved.
Units comprising personnel from all of the commands and carrying out all-Service tasks are being increasingly added to the operational commands. The Defence Materiel Organisation and the Support Command had already been organised across the Services. Now the number of such units in the operational commands is increasing, as well. Before we look at the operational commands, as such, we shall first look at the all-Service units. All of these examinations will be conducted in the same way: we shall first look at the evolution of each operational command’s primary operations; then, at the evolution of the organisation and the equipment of the operational command; and, to conclude, a look at the DMO, Support Command, and the Central Staff.
All-Service units
Increasingly, similar Defence capabilities are being combined under unified command. They are brought under a single operational command, although some of the personnel originate from the other operational commands.
Defence Helicopter Command
Helicopters are essential in crisis-response operations. Their importance covers a broad spectrum: they provide mobility, are able to carry out reconnaissance tasks, offer medevac options, and provide mobile fire power. All of the armed forces’ helicopters – Chinook, Cougar, Apache, Lynx, Alouette, AB-412, and, later, the NH-90 – will become part of a single Defence Helicopter Command (DHC). That command will be embedded in the Royal Netherlands Air Force Command and will be based at Gilze-Rijen Air Base and De Kooy Naval Air Station in Den Helder. The command will be created on 1 January 2008 and will be at full strength in 2013. Twenty NH-90 helicopters will be acquired for deployment over land and sea, partly to replace the Lynx helicopters. Twelve of them will be stationed at De Kooy Naval Air Station in Den Helder and will be suitable for maritime reconnaissance and combat tasks and for search and rescue duties. The remaining eight will be stationed at Gilze-Rijen Air Base and will carry out transportation tasks. Six new Chinook transport helicopters will be acquired, two of which are replacements for aircraft that were lost. A limited number of aircraft will be equipped with extra equipment for special operations. The 24 Apache helicopters will be equipped with improved detection and target-acquisition systems and additional self-protection systems. That will ensure that the units will continue to be able to provide adequate support to land operations in the future. The decision to sell five aircraft has been reviewed. Those aircraft will not be made operational for the time being, but will be held in reserve.
Ground-based air defence command
The ground-based air defence units of the Army Command and Air Force Command are being combined into a ground-based air defence command. The command will be located at De Peel. The new unit will provide operational modules for defence against ballistic missiles, helicopters and fixed-wing manned and unmanned aircraft, and cruise missiles. The modules must be capable of protecting mobile units and static locations. The unit will be armed with a variety of systems: Stinger missiles, the Ground-based Air Defence System (GBADS) with the Shorad firing system, Patriot radars, Patriot command and control systems, and Patriot missiles, including the new PAC-3 anti-ballistic missiles. The new command will also include a centre of expertise for ground-based air defence. The creation of the command will result in efficiency gains.
Schools and centres of expertise
Similar training programmes will be consolidated in training centres and centres of expertise. In addition to the Netherlands Defence Academy (NLDA) for, inter alia, officer training, some new schools are being created: the Defence Parachute School, the Defence Diving School, the Defence Sailing School, and the Military Intelligence and Security Institute. There are also a variety of centres of expertise where the Defence organisation is combining its expertise. Examples include the CBRN Centre of Expertise for protection against chemical, biological, radiological and nuclear weapons; the EOD Centre of Expertise where expertise related to explosives will be brought together; and the Military Personnel and Equipment Centre of Expertise.
Royal Netherlands Navy Command
Maritime operations are increasingly intended to influence the situation on land. From the sea, humanitarian assistance operations and evacuations can be carried out, intelligence can be collected, land-based targets can be engaged, and units can be put ashore and supported. It must be possible to provide support from the sea over a long period, which requires sustainability. The sea offers manoeuvring room and the possibility of getting close to the area of operations without violating the territorial integrity of other countries. The presence of maritime forces prior to or early in a conflict sends a political signal. Ships provide bases that are relatively easy to protect for units wanting to exert influence on land, and are, furthermore, an important means of transportation.
Amphibious operations, by which a force is brought from sea to land, are a specialisation of the fleet and the marines. Units from other Services can also be brought ashore. Modern amphibious operations are not only concerned with securing a beachhead or disabling a single target from the sea, but are also concerned with operations in which land, sea and air capabilities are used in concert, for example, to penetrate an area and to occupy it temporarily. By their nature, amphibious units are ‘light’, but must still have sufficient self-protection (including CBRN protection), fire power and mobility. They must be able to cooperate well with other units in doing so.
Dominance at sea continues to be important for securing routes and junctions for civilian purposes, such as trade and energy transportation, and for military purposes such as operations at sea and supporting operations on land. The accent shifts to asymmetric threats in specific areas and protection against piracy. The threat from submarines and large surface ships on the Atlantic Ocean and in the Mediterranean Sea has lessened, but is increasing in Asia and the Middle East. Littoral operations and operations around vulnerable shipping lanes place specific demands on maritime sensors and weapon systems, both for military and law-enforcement operations. Threats in harbours (sabotage, mines, small boats with explosive charges) also require increasingly better security measures.
The fleet and the marines have achieved a high degree of integration in the organisation of the Navy Command. The organisation comprises the operational staff of the Netherlands Maritime Force. That staff is responsible for maritime command and control and is capable of deploying maritime expeditionary capability of varying scope and composition in response to a maritime or an amphibious tasking. In the event of an amphibious operation, the staff is responsible for brigade-level command and control of a formation at and from the sea. The staff can command either a national or an international maritime or amphibious task group. For that purpose, the Navy Command has the following modules available (which can be used jointly, either nationally or internationally): six frigates, four patrol ships (from 2011), two supply ships, one of which is a joint logistic support ship (from 2014), two landing platform docks, four submarines, ten mine countermeasures vessels, two hydrographic survey vessels, one support vessel for the Caribbean region, two reinforced battalions of marines with a combat support, logistics and amphibious support battalion, the marine company in the West (Caribbean), and the special units of the Marine Corps.
The main points from the 2005 navy study remain valid. That study contains a package of measures to ensure that the composition and the resources of the Navy Command are more in keeping with its tasks. With the exception of the Tactical Tomahawk (Tactom), all of the planned capital expenditures are going ahead, including the acquisition of a joint logistic support ship to replace HNLMS Zuiderkruis, the acquisition of four patrol ships, the improvements to the Walrus class of submarines (modifying the sonar), the reintroduction of mine-sweeping capability, and reinforcing the Marine Corps battalions.
Due to the tight budgetary parameters, the introduction of the patrol ships is being delayed by one year and the introduction of the logistic support ship by two to three years. The fleet’s operational capacity will be somewhat limited in the period 2009 to 2011 as a result of the rapid progress of the disposal of materiel such as the M-class frigates and delays in the introduction of new materiel. The optimal deployment of scarce capacity and the retention of experience and expertise of the personnel will be important points of attention for the Navy Command in that period. The Defence organisation is studying the possibility of making the Air Defence and Command frigate suitable for defence against ballistic missiles in an Allied context.
Royal Netherlands Army Command
The operations of land forces are changing. The distinction between operations in low-intensity conflicts and high-intensity conflicts is becoming less clear. Operations in low-intensity conflicts require essentially the same assets as those in high-intensity conflicts do. Units must be capable of operating at the lowest level in a joint (with other Services) and combined (with other armed forces) environment and cooperating with civilian organisations and authorities. Commanders must be capable of deploying their military capabilities jointly on land from the sea, on the land and in the air. Logistic support of operations has become more complex because operations are taking place at great distances from the Netherlands and far from sea harbours, such as in Afghanistan. 
Operations with permanent formations have been replaced by an approach in which the personnel and equipment required are brought together in a unit that is designed for the task at hand. Military operations have become à la carte, and the number of specialisations that commanders have at their disposal is increasing. In addition to the combat and combat-support units, more recently developed specialisations are gaining in importance. Examples include information operations and contributions to stabilisation and reconstruction through, for example, civil-military cooperation.
The Army Command is responsible for the readiness and upkeep of its units. Land forces are composed of a wide variety of combat units, specialised support units and logistic units. The increasing complexity of operations and the rapidly changing circumstances have led to an increase in the requirement for complementary specialisations. Examples include operational intelligence, CIMIC and SSR. Inasmuch as the effects of airborne and sea-based weapon platforms come together on land, the land-based operational units must have the capability, down to a low level, of planning joint operations and carrying them out. Units are no longer deployed in permanent formations. Units are created according to the need of the moment for each mission. In doing so, it is important to find the right combination of light and heavy weapon platforms, sensors, support assets and specialisations.
Brigades have evolved to become more than simply units that operate against mechanised formations. The importance of the brigade as an organisational unit is increasing. The brigade staff is now reinforced with specialisations to be able to direct complex international operations in deployment areas, and, in the Netherlands, to prepare the different types of units for those types of operation. The same staff capability is increasingly required to carry out national tasks in the Netherlands in support of civil authorities. The brigade provides cohesion, guarantees the peacetime operations, and ensures that the various units are trained to the appropriate level and that they are able to work together. Although the brigade staff is an integral part of the brigade, it can also be deployed autonomously at brigade and task force level, as has been done in Afghanistan as the staff of Task Force Uruzgan (TFU). The staff can also act as the core of a Land Component Command Headquarters (LCC-HQ) or of a Regional Command (RC). The staff of 43 Mechanised Brigade, which served as the core of the HQ RC South in Afghanistan, is an example. The brigades can also be used to form units for specific task forces.
The Army Command comprises the Dutch component of the staff of 1DEU/NLD Corps, the Commando Corps, two mechanised brigades, the Air Manoeuvre Brigade, the Combat Support Brigade, the logistic brigade, the Explosive Ordnance Disposal Command, the Air Defence Artillery, and the Regional Commands, which the National Reserve (NatRes) battalions fall under. In addition to a headquarters staff, the mechanised brigades are made up of armoured infantry, tanks, field artillery, armoured engineers, reconnaissance units and a limited logistic capability. Both of the mechanised brigades are changing due to the reduction of the number of tanks in the tank battalion and the number of mechanised howitzers in the field artillery battalion. The Air Manoeuvre Brigade is made up of light infantry units that are equipped for and trained in integrated operations with helicopters, a mortar company, an engineers company and logistic units. The logistic brigade and the combat-support brigade of the Army Command are being merged into a brigade that has the basic capabilities for deployment and redeployment.
The Regional Military Commands have been merged with the 11th, 13th and 43rd brigades, following the creation of a facilities service and a guarding and security organisation for all of the Defence organisation. That brings the NatRes units closer to the operational units, which creates additional possibilities for training. In the near future, the NatRes battalions will be brought to a higher level of training. The merger of regional military commands and brigade staffs has also provided more support for the third main task. That reflects the additional efforts in support of the civil authorities in the Netherlands, which the Defence organisation carries out as part of the intensification of civil-military cooperation. The merger will result in limited efficiency gains.
The Army Command will be getting a variety of new types of vehicle. The requirements in terms of mobility and protection that are placed on vehicles under a range of circumstances cannot be met by a single vehicle type. Different types of tactical vehicle – light, medium, and heavy – will continue to be necessary. The infantry version of the YPR is being replaced by the CV-90 infantry fighting vehicle. That vehicle provides protection and fire power and is suitable for heavy combat and other operations, and for stabilisation operations where the threat requires robust equipment. The other tasks of the YPR are being adopted by the new Boxer medium-heavy wheeled armoured vehicle. That vehicle is being delivered in command, engineer, cargo, and ambulance versions. The Boxer offers protection against small and medium-calibre ammunition, mines, and shrapnel. The Boxer is also taking over some of the tasks of the Patria. The replacement of the Patria is a subject of study. The lightly armoured Fennek vehicle is being introduced for reconnaissance and observation tasks. The vehicle is fast, protects against small-calibre ammunition, and has an extensive sensor package.
The Leopard 2 tanks give the land forces an important strike weapon. That modern tank is a precision weapon that gives the commander in the field escalation dominance at all times, thanks to its advanced sensor array. New vehicle types that surpass the current tanks in terms of protection and fire power will not be available until 2020. And finally, the mechanised howitzer will be equipped with guided, precision ammunition. EUR 30 million has been reserved for that aspect.
Security and protection are not only determined by the materiel, but also, and to a high degree, by training. The new tactical indoor simulator supports that training. Combat soldiers increasingly operate in small, autonomous units. That requires optimal equipment and maximum mobility. The ‘improved operational soldier system’ project is concerned with the further development of personal protection, internal communication, weapons, and sighting and aiming equipment.
Royal Netherlands Air Force Command
Air operations are increasingly intended to influence the situation on land. The Air Force Command also operates increasingly in a joint environment. Air assets can operate rapidly, with precision, over great distances, and gather information. Air assets can be deployed at all points of the conflict spectrum, both individually and in combination with other operational commands or with Allies. Creating and retaining air dominance throughout an operation continues to be a condition for retaining freedom of movement on land, at sea and in the air. Given the qualitative superiority of Western air forces over potential adversaries, air-to-air confrontations are unlikely. Our qualitative superiority is essential to maintaining that situation.
Engaging land-based targets with fighter aircraft and combat helicopters is becoming increasingly precise thanks to the evolution of technology. Targets can be engaged with a high degree of precision, at a great distance, often out of the sight of the enemy, without having line-of-sight on the target. That makes it possible to use weapons effectively and to limit collateral damage. In addition, fighter aircraft and combat helicopters have a deterrent effect. Thanks to the flexibility and effectiveness of air assets, the operational commander has an important instrument for obtaining escalation dominance quickly, locally and temporarily. Manned fighter aircraft are important instruments for air operations. Unmanned equipment is gaining in importance and now plays an important role in intelligence-gathering. Over time, their capabilities for armed operations will increase so they can be used for combat operations. In the future, a combination of manned and unmanned aircraft will carry out complementary tasks.
The increased expeditionary deployment of the armed forces is leading to an increased requirement for air transport. Military capabilities can be moved quickly by air. A high degree of mobility during deployment, redeployment and during the operation itself, is essential. Strategic air transport to enable entry or approach in the area of operations and tactical air transport to enable transport of personnel and materiel when under threat and under primitive conditions are essential capabilities for the success of operations. The use of tactical transport aircraft and helicopters for close air support of ground troops adds flexibility and reaction speed to the ground operations. 
Air support is provided to Dutch and to Allied forces. Good operational interoperability of the weapon systems of the different air forces is therefore essential. That requires ongoing attention for interoperability in procedures, communication, and data-exchange systems.
The Air Force Command has five operational pillars: combat aircraft, helicopters, air transport, guided weapons and command & control. Each of those pillars is expeditionary by nature. Fighter aircraft, guided weapons and armed helicopters are able to complement one another in carrying out a range of tasks. The flexibility of each of the pillars ensures that it is possible for the Air Force Command to make a timely and appropriate contribution to operations of the Netherlands armed forces. 

Leeuwarden and Volkel Air Bases are the homes of the F-16 fighter aircraft. Two squadrons operate out of Leeuwarden and three out of Volkel. The fighter aircraft’s speed and range make it possible to provide support to Dutch units and coalition troops. The flexibility of this type of fighter aircraft makes it possible to provide support to ground troops and, if necessary, to contest and retain air dominance. The safety of the flight crew and the aircraft will increase even further in the future with improved stand-off capabilities (engaging the adversary at greater distances). The targeting pods that have been introduced recently will make a contribution here. The operational capabilities of the F-16 combat aircraft will be kept up to standard until the end of their life of type.
The successor to the F-16 will have a much improved observation capability and will provide other systems in military networks with information. The new aircraft will operate from greater distances, carry modern weapons, and be difficult to detect. That will increase air power effectiveness. The new fighter aircraft must be equipped with the most modern technologies, so that effective use will be assured for many years.
With the support of tanker aircraft in strategic movements to the area of operations and in deployments, combat aircraft can stay in the air for long periods of time and be deployed far from their home bases. Especially at the beginning of an operation, it must be possible to fly in personnel and staple goods. Strategic air transport capability will therefore be increased with the addition of a third DC-10. Transportation is also essential in an area of operations. Air-transport support is necessary for that purpose, the more so because it will not always be possible to rely on civilian alternatives. That capability will be increased with the acquisition of two additional C-130 transport aircraft and the increase in the crews. The home base for air transport is Eindhoven Air Base. 

There is a great need in operations for helicopters for transportation, reconnaissance and fire power, because they can be deployed rapidly, flexibly and effectively. The Air Force Command strives to achieve as high a level of deployability of the helicopters as possible and the most effective and efficient use possible of the available types. In keeping with the complementary nature of the pillars of the air force, a great deal of attention is devoted to the concerted and integrated deployment of helicopters and other airborne weapon systems. The tasking of the Air Task Force in Afghanistan is an example.
The most recent software and hardware modernisation of the Patriot weapon system has brought that air and missile defence capability up to the level of leading Allies. In the coming period, the Air Force Command will be concentrating on integrating the Patriot system into the overall air and missile defence networks. In addition, integrated operations involving fighter aircraft and helicopters are being conducted.
Eindhoven is also home to the international Movement Coordination Centre Europe, where member states provide mutual insight into their transportation plans and where excess capacity is made available. The creation of a European Air Transport Command (EATC) will bring improvements to air-transport capacity utilisation closer. Germany, France, Belgium and the Netherlands have signed a Letter of Intent concerning the creation of the EATC. Over time, the air-transport fleets of those countries will be combined in this command, further increasing access to this scarce capability. The Netherlands has offered Eindhoven as the EATC location. The development of the EATC will take place over several phases, beginning in 2007. Additional European countries have already expressed their interest in this initiative.
The deployment of the air force requires thorough planning and control. On the technical side, the Link-16 network is used for data traffic in that context. With the National Datalink Management Cell (NDMC), the Defence organisation is able to use that operational network and to provide a good structure for command and control. Good command and control ensures a maximum operational effect through the appropriate deployment of the air force’s range of capabilities. The Air Force Command protects the airspace of the Netherlands and, beginning in 2008, will also assume some of the flying tasks of the Netherlands Coastguard. Two Dornier-228 aircraft have been acquired for that purpose. They will operate from Amsterdam Airport Schiphol.
Royal Netherlands Marechaussee Command
The Royal Netherlands Marechaussee Command is a military police organisation with a broad range of tasks. It operates under a number of command structures. Centralised command and the short chain of command make it possible to deploy members of the Marechaussee Command quickly and flexibly within the Netherlands and abroad. The legal position of the personnel under military law, and of course their military training and development, also play a part in this regard.
The increasingly vague distinction between operations with a high and low level of intensity also has consequences for the Marechaussee Command. When deploying Marechaussee personnel, the possibility of sudden and unpredictable escalations must be taken into account. The importance of having good information, in both national and international situations, is increasing all the time. Receiving reliable and timely information can greatly increase the effectiveness of operations. The Royal Netherlands Marechaussee Command is therefore increasingly information-driven.
Working with international partners is also increasing in importance in areas that include cross-border crime, terrorism, and combating illegal immigration. At the national level, cooperation with ‘chain partners’ is also being increased.
With the establishment of the so-called ‘basic contingent’, the contribution of the Marechaussee Command to the expeditionary capabilities of the armed forces has also been strengthened. Structural capital outlays are being made for the training of personnel who are to be deployed. The result will be improved support for the other Services and the conduct of civilian police missions. Over the next few years, the Royal Netherlands Marechaussee Command will continue to contribute to the European Gendarmerie Force, a multinational organisation for the deployment of armed police in a wide range of missions. 

The investigative role is being improved and the Assistant Public Prosecutor is being prepared better for military legal matters related to deployments. With those measures, some of the recommendations of the Borghouts Commission, which investigated the application of military criminal law during deployments, and the Posthumus Commission, which investigated the so-called ‘Schiedammer park murder’, are being implemented. Part of the implementation includes the ‘Improving Investigative Skills’ programme, which the Royal Netherlands Marechaussee Command is also participating in.
Information-driven operations are improving the effectiveness and the efficiency of the Royal Netherlands Marechaussee Command. Mobile Monitoring of Aliens (MTV) is a good example. In conjunction with the Netherlands Organisation for Applied Scientific Research (TNO), the Marechaussee launched the pilot @migo programme in 2004. At the border crossing on the A16 motorway near Hazeldonk, video cameras were used to gather information that was then compared with database information. A risk assessment was then carried out that was used to determine follow-up action. Information from the MTV can be shared with national and international partners, which helps in the fight against cross-border crime and terrorism. The evaluation of the pilot @migo was very positive. Preparations for the national roll-out of the concept will begin in 2008. The cabinet has reserved EUR 23 million in pillar V of its policy programme for this purpose.
The Royal Netherlands Marechaussee Command carries out various tasks in the Netherlands Antilles. In addition to its military police tasks for the military personnel on the islands, it also contributes to investigating major crime and border control. In consultation with the authorities, what the pending changes to the status of the Antilles will mean for the tasks of the Marechaussee Command is being investigated.
Defence Materiel Organisation (DMO)
Defence materiel is intensively used under a wide range of climatic conditions and in all types of terrain. High demands are therefore placed on the durability and the maintainability of the equipment. The heavy demands made on the materiel shorten its usable life, increase the need for maintenance and for (spare) parts and cause operating costs to rise. Life-cycle cost control will be given more attention in the coming period. 
The materiel is important in terms of protecting the personnel. Reliability and mobility, as well as armour, can be very important under dangerous conditions. Designing materiel in modules makes it possible to replace components quickly and easily. That reduces the time that materiel cannot be deployed to a minimum. That also benefits the safety and security of military personnel.
The experience of recent operations shows that Defence materiel, in general, can be deployed well. Every mission places specific demands on the Defence materiel, however, and changing circumstances can lead to urgent operational requirements that have to be met quickly. To achieve that, development and procurement processes can, under certain conditions, be accelerated.
To continue to be able to carry out its tasks, the Defence organisation must innovate constantly. For that reason, structural capital spending programmes in research and development (R&D) have been put in place. As much as possible, the Defence organisation participates in government-wide R&D policy, and participates actively in the ‘Enterprising, Innovative Netherlands’ project. The Defence organisation also participates in international R&D programmes, usually with NATO and other EU countries. The link between R&D activities and operational and policy-related priorities will be strengthened in the coming period. A major role in that context has been reserved for the recently established Expertise and Strategy Management Board, which will also act as the permanent centre of expertise for the Defence organisation. On 12 May 2006, the government announced the establishment of the so-called expertise chambers, in which the senior ministerial civil servants will meet with the management of the relevant expertise agency to strengthen the relationship between expertise and policy.
The Netherlands is actively involved with international cooperation in both the procurement and upkeep of materiel. In such matters, it is important to collaborate at an early stage. The European Defence Agency (EDA) plays a key role in this process and is working on a so-called capabilities development plan to harmonise capability requirements. In its materiel process, the Defence organisation is improving its means of identifying and creating possibilities for European-level cooperation.
In conjunction with the Ministry of Economic Affairs and in consultation with the defence industries, a Defence Industry Strategy (DIS) has been formulated. On the basis of that strategy, the ministries of Economic Affairs and Defence will support the defence industry in building a strong international position. The requirements of the Defence organisation are always leading in those efforts.
The DMO is responsible for the Defence materiel throughout the products’ life cycles: from purchase through major maintenance to disposal. In the coming period, the DMO will concentrate on the further integration of the materiel logistic processes and providing better support to the operational commands and the other parts of the Defence organisation. Project Speer is an important aspect of that process, because it will improve the cohesion and the management of the logistic processes of the armed forces. In addition, the operating costs for materiel can be controlled better.
With new forms of procurement cooperation and all-Service framework contracts, additional economies of scale will be achieved. The DMO also takes part in interdepartmental improvement programmes to further professionalise the procurement organisation. In the coming period, more emphasis will be placed on choosing between doing it ourselves, cooperating with others, and outsourcing. The possibilities of public-private cooperation and operational leasing will also be brought into this discussion and more attention will be paid to the possibility of using civilian suppliers in areas of operation. The government has asked the Advisory Council on International Affairs (AIV) to advise on that matter. 

Support Command (CDC)
The merger of the support services into the Support Command has resulted in a high degree of efficiency. Over the next few years, the emphasis will be on further concentrating the support services, standardising 'client' support with integrated facilities service points and intensifying the involvement of external third parties in providing services. Those developments include increasing the efficiency and reducing demand in the areas of catering by the Defence Catering Organisation, workstation services by the Defence Telematics Organisation, and the Defence Infrastructure Agency, as well as the merger of the Information Management and ICT business groups. The motto that reflects improving the efficiency of Support Command is 'market-standards to the maximum, Defence-specific to a minimum’. In several areas, the Defence organisation is looking for further cooperation with the market or outsourcing services to market parties.
Central Staff
In 2003, the decision was taken to combine the central organisation of the day with parts of the Service staffs into a single central staff, thereby reducing the total staff capacity of the Defence organisation. The Central Staff advises and supports the Minister and State Secretary and translates their decisions concerning the direction, structure, and deployment of the Defence organisation into clear and feasible policy. The Central Staff creates the conditions for the Defence elements to be able to carry out their tasks as well as possible, and directs operations in the Netherlands and abroad. In the near future, the staffs of the Defence elements and the Central Staff will be examined and, if necessary, reorganised. The purpose of that operation will be, on the one hand, to improve the operations within the Central Staff and to improve the management of the Defence organisation. On the other hand, the relations between the Central Staff and the Defence elements will be developed further. Through improvements to the quality of the policy that is developed in the Central Staff, the Defence elements will be better able to concentrate on their core tasks.
The financial situation of the Defence organisation
This financial review begins with a discussion of the financial consequences of the government coalition agreement. That will be followed by a look at the financial starting point at the beginning of this government’s period of office. A discussion of the increases and reductions that have been decided upon follows. The review concludes with a look forward to the development of Defence spending.
The government coalition agreement
Pillar I of the government coalition agreement contains a reservation of EUR 500 million for the Defence organisation. That amount will be released in stages between 2008-2011 and is the result of sales of Defence locations and materiel. It has been agreed that EUR 250 million of it will be used to resolve operational bottlenecks and EUR 250 million to finance crisis-response operations (under the Homogenous Budget for International Cooperation (HGIS) budget item). The higher costs for the operation in Uruzgan have led to the crisis-response operations budget item being increased several times in the recent past. In 2006, EUR 20 million was added to the Defence budget structurally, and EUR 46 million on an incidental basis. In the 2007 Government’s Spring Financial Report, a one-time facility of EUR 85 million was made available.
The Defence budget must reduce its spending by EUR 37 million as part of the ‘government renewal operation’. The reductions will be partly achieved through restructuring of the control of financial and materiel administration, restructuring the staffs of the Defence elements, and an efficiency operation in the cost-benefit services of the Defence organisation that support the information services and catering. It has not proved possible to achieve the entire objective with efficiency measures, so additional efficiency measures have also been taken in the operational area.
Financial starting point
The largest components of the Defence budget are personnel and materiel operating costs, and capital expenditures.
Personnel costs are the largest item in the Defence budget. Personnel costs are largely determined by the number of personnel (the strength) and the costs per employee (averages). For the next few years, the Defence organisation is not expected to meet all of its personnel requirements. The money that is freed up due to understaffing will be used in areas such as recruitment and retention measures, as our objective remains having an organisation at 100% strength.
The budget for materiel will be under strong pressure, at least for the next few years. Causes include the increased costs for management, maintenance and modification of high-tech weaponry and information systems. That also applies for materiel used in crisis-response operations. Participation in complex operations at great distances places concomitant pressure on day-to-day operations. The Defence organisation must also take steps to comply with complex legislation and regulations, in areas including occupational health and safety, and the environment. The Defence organisation will also continue to be sensitive to external developments, such as increases in energy prices and transportation costs.
In order to deal with shortages in materiel operating costs, measures are being taken. The elements of the Defence organisation will have to carry out their duties, including tasks related to unit readiness, within very strict budgetary limits for the next few years. The consequences that that will have for activity levels are being investigated now. In addition to those measures, the instruments used to manage materiel operating costs will be strengthened in the coming years. The measures being taken include the introduction of a new financial administration system and demand-regulation measures. That will lead to sharper insights into the relationship between objectives, activities, required assets and spending, and, as a result, to improvements in management options. In spite of those measures, we are compelled to increase the budgets for materiel operating costs for the next few years. Inasmuch as the control measures will not take effect for some time, the materiel operating costs are expected to stabilise after 2009.
The capital expenditures comprise more than 20 percent of the Defence budget. It is relatively easy to deal with shortages in operating costs with reductions in the level of spending. Over the short term, that is less painful than the measures that we have decided to take thus far. Over the long term, however, that will have an impact on the ability to innovate that the armed forces requires. In order to ensure that the Netherlands continues to have high quality armed forces over the long term, we are therefore also staying with a capital expenditure level above 20% during this government period.
Financial measures – increases
For the coming period, additional resources are being freed up to improve operational deployability, for spending on personnel and for the required increases to the materiel operating budgets. In this regard we will take the conditional approach that has also been used in the coalition agreement; increases will be incorporated into successive budgets, provided that decreases are implemented.
	Increases
	(amounts x EUR 1million)
	2007
	2008
	2009
	2010
	2011
	2012

	Improving operational deployability
	0
	48
	54
	93
	78
	63

	Personnel-related spending
	20
	30
	50
	50
	50
	50

	Increasing operating costs spending
	86
	104
	72
	55
	54
	49

	Tasks under ‘government renewal operation’
	0
	4
	8
	15
	37
	37

	Total increases
	106
	186
	184
	213
	219
	199


The additional funds that are being made available under pillar I of the government coalition agreement to eliminate operational problem areas (EUR 250 million) will be used for this purpose.
	Additional measures from the coalition agreement
	(amounts x EUR 1million)
	2007
	2008
	2009
	2010
	2011
	2012

	Pillar I
	0
	25
	50
	75
	100
	0

	Remaining issues to be resolved
	106
	161
	134
	138
	119
	199


{0>Financiële maatregelen – extensiveringen
Naast de middelen die in het regeerakkoord beschikbaar zijn gesteld, zijn aanvullende middelen nodig.<}0{>Financial measures – reductions
In addition to the resources being made available in the government coalition agreement, additional resources are required.<0} {0>Die hebben wij zoveel mogelijk gezocht in doelmatigheidsmaatregelen.<}0{>We have tried to achieve them through efficiency measures as much as possible.<0} {0>Het bleek echter ook noodzakelijk om een aantal operationele capaciteiten te reduceren, af te zien van enkele voorgenomen projecten en een aantal investeringen te herschikken.<}0{>It has also proved necessary to reduce some operational capabilities, to cancel some planned projects and to restructure some capital expenditures.<0} {0>Hiermee worden tevens de nodige middelen gegenereerd ter dekking van het restaandeel van Defensie in de “operatie vernieuwing rijksdienst”.<}0{>»That has also helped to generate the funds required to meet the remaining obligations of the Defence organisation under the 'government renewal operation'.

	Reductions
	(amounts x EUR 1million)
	2007
	2008
	2009
	2010
	2011
	2012

	Measures related to ‘government renewal operation’
	4
	10
	21
	27
	27
	27

	Day-to-day operations measures
	4
	29
	49
	56
	56
	56

	Operational efficiency measures
	0
	3
	6
	6
	6
	6

	Reduction of operational capabilities
	0
	49
	88
	92
	63
	48

	Restructuring capital expenditures
	98
	70
	-30
	-43
	-33
	62

	Total reductions
	106
	161
	134
	138
	119
	199


Outlook
For the coming period, enough funds are expected to be available to finance the personnel strength, materiel operations, and the deployment for crisis-response operations. In addition, at least 20% of the budget is being reserved for spending in materiel, infrastructure, and ICT. Nevertheless, the Defence budget will remain under pressure, as it was under the previous government, and that must be taken into account. In the first place, the day-to-day operations of the Defence organisation will continue to be sensitive to external, autonomous developments that may cause the costs for personnel and materiel to rise further. In the second place, the deployment for crisis-response operations is expected to continue to require financial and other efforts. Although most of the costs of crisis-response operations are financed through the HGIS, operations also lead to costs that will be charged against the normal Defence budget. The extra wear on deployed materiel, for example, will require additional spending.
Conclusion
Since the 1990s, our armed forces have been changed step by step to become fully deployable armed forces that can be deployed under diverse conditions around the world in service of the international rule of law and to defend our security interests, when necessary at great distances from our national borders. The armed forces are able, together with our most important Allies, to operate at all levels of intensity and in all phases of a conflict. The armed forces are staffed with professional men and women using high-tech equipment who, in conjunction with the civilian authorities, ensure our national security and place their expertise at the service of the government’s integrated security policy. That transformation has been given an important boost in recent years through efforts to achieve a new balance between the tasks and the resources of the armed forces. Far-reaching changes to the armed forces were not shied away from.
For the next few years, our priorities will be the Defence personnel and the improvement of the operational deployability of the armed forces. On all fronts, the Defence organisation will be building on the foundation that has been laid over the past few years. In order to achieve the intended improvements, we have had to decide to carry out some restructuring within the budget, in addition to the extra resources that have been reserved in the government coalition agreement for the armed forces and participation in crisis-response operations. Some of our plans from the previous years have not survived, some main weapon systems have been disposed of, and a substantial number of projects have been delayed to some extent so that the planning will continue to march in step with the budget. To keep the operating costs and the capital expenditure manoeuvring room in balance with each other, we have decided to be more strict in budgeting for the operational commands, the Defence Materiel Organisation and the Support Command, which increases the pressure to provide their operational and supporting products as efficiently as possible.
All of the measures ensure that the armed forces will develop in a stable way and contribute to a balanced budget during this government’s period in office. In the near future, studies will be carried out into the level of Defence spending over the long term, partly in relationship to the current level of ambitions and in the context of the Alliance. The Netherlands has armed forces that can be asked to serve anywhere in the world, and that everyone can be proud of. It is in everyone’s interest to keep it that way.
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