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The Price of Defence: What a 5% GDP Commitment Means
for the Czech Republic
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Summary

NATO has committed to increasing defence spending, with member states expected to invest
5% of their gross domestic product in defence by 2035. This naturally applies to the Czech Republic,
which has likely reached the two-percent threshold this year. Meeting the higher target will require
strong strategic backing from the government. Clear plans are needed on how to allocate the funds,
support Czech industry, and—just as importantly—keep the public informed.

Key points

e Meeting NATO’s 5% defence spending target would increase the Czech defence budget
by hundreds of billions of crowns.

o Aclear communication strategy and broad political consensus are needed to secure public support.

e Spending growth must be gradual to fit the state budget. Successful implementation would
enhance the Czech Republic’s position in NATO and the EU.
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o The Ministry of Defence should clearly define modernization priorities for the Czech Armed Forces
and involve domestic industry in delivery.



The debate on defence spending is intensifying, driven by the upcoming NATO Days, the current
geopolitical situation, and NATQO’s recent decision on a strategic shift. At the June summitin The Hague
(24-25 June), NATO leaders agreed to raise defence spending to 5% of GDP by 2035. This allocation is
divided into 3.5% for core defence needs (military equipment, weapons, operations, etc.)
and 1.5% for security-related areas (cybersecurity, critical infrastructure, industrial base
strengthening).

NATO Secretary General Mark Rutte called the summit’s conclusions a “historic step,” while U.S.
President Donald Trump described them as a “great victory,” emphasizing allied solidarity. Every
member state must now determine now to incorporate this “clear alliance success” into its national
policies and strategies. For the Czech Republic, this is not only a financial challenge but also a difficult
communication task.

5% of GDP in the Budget

In 2024, the Czech Republic made significant efforts to meet NATO’s two percent defence spending
target. Although the government formally reached that level, it is unclear if NATO will fully recognize
it,

as the government included expenditures from outside the defence ministry’s budget. Approximately
CZK 161 billion is the statutory minimum for the Ministry of Defence in 2025 (Facts & Trends, 2025).

The new target set at the June summit raises the bar much higher—5% of GDP by 2035 (3.5 + 1.5%
for defence and security investments). In Czech terms, that translates to:

A) CZK 400-420 billion annually at the current economic output.

B) About CZK 250 billion more than today—roughly equal to the annual spending on education
or transport infrastructure (Ministry of Finance, 2025).

C) Even reaching 3% of GDP would require CZK 240 billion; 4% would mean CZK 320 billion.

Most NATO countries hover around the 2% level, with many below it. On the other hand, Poland plans
to reach nearly 4.7% of GDP, and the U.S. spends about 3.4%. The agreed increase will elevate
the Alliance as a whole, particularly Europe, to an entirely new level.

Investing in the Czech Armed Forces

Raising defence spending only makes sense with clear priorities. The Czech Armed Forces have
significantly modernized in recent years, but still face major gaps. The Ministry of Defence identifies
long-standing deficiencies in air defence, heavy mechanized equipment, artillery, and ammunition
reserves.

Key ongoing or approved programs include: - F-35 fighters: 24 aircraft ordered in 2023 (the contract
worth over CZK 150 billion) to replace aging Gripens over the next decade. - Infantry fighting vehicles:
246 CVI0 IFVs (approx. CZK 52 billion), with the first deliveries expected next year. - SPYDER air defence
system: procured for just under CZK 14 billion. - 155 mm self-propelled howitzers to replace outdated
DANA systems. - MILSATCOM: a military satellite communication system crucial for modern command
and control.



These projects form the backbone of army modernization, but highlight its costs. New equipment
also brings high operating and maintenance expenses. For 2025, nearly 30% of the defence budget
is allocated to investments, yet a large share still goes to salaries and operations. Increasing spending
to 3% or more of GDP would speed up acquisitions, expand quantities, and allow investments in areas
now sidelined.

Experts interviewed by IPPS note that air defence remains one of the most significant issues: the Czech
Republic lacks multi-layered protection, especially medium- and long-range systems (IPPSa, 2025).
Heavy units are also in poor condition. Tank fleets are outdated and insufficient. Planned deliveries
of Leopard 2A8 tanks from Germany will help, but remain short of a full heavy brigade’s needs.
The war in Ukraine has shown how fast ammunition stocks can deplete, while production capacity is
limited. More funding should therefore go to building domestic manufacturing capacity.

Personnel is another priority. Recruitment has been a persistent challenge. Although troop numbers
are rising, the target of 30,000 soldiers has not yet been met. Low pay discourages applicants—over
half of service members report financial difficulties, and one in five takes on an additional job (Danda,
2025). Strengthening active reserves is equally important, as is upgrading infrastructure and logistics.
Former Chief of the General Staff Jifi Sedivy highlighted the need to repair or build new barracks,
soldier facilities, and training areas (IPPSb, 2025).

Increased spending also offers a significant opportunity for the Czech defence industry’s involvement.
The sector has a long history of defence equipment production: ammunition (Sellier & Bellot, Explosia),
vehicles (Tatra Trucks), firearms (Colt CZ Group), and radar systems (ERA, Retia). Investments can act
as a multiplier—enhancing security while creating jobs and increasing exports. Poland, which
is expanding its ammunition and artillery production, shows how domestic capacity can support
national defence and become an export asset.

Public Support for Defence

Raising defence spending to 5% of GDP is not just an economic or military matter but also a question
of political will and public acceptance. For the commitment to remain sustainable, it must have
the backing of not only the government but also society and a broad political spectrum.

The Czech Republic already has a law guaranteeing a minimum of 2% of GDP for defence,
an unprecedented step that ensures stability across government cycles. Moving from 2% to 5% would
require further political anchoring, such as a cross-party agreement. Without consensus, frequent
changes of government before 2035 could threaten continuity of defence allocation.

Czechs traditionally see the army as one of the country’s most trusted institutions. According to STEM
surveys, over two-thirds of citizens view it positively (STEM, 2025). However, many remain sceptical
about spending, fearing that billions for defence will mean less for education, healthcare, or social
services.

Communication should stress that defence is not competing with other priorities but is the foundation
of state functioning. The war in Ukraine underscores that security is not a given. Every crown spent
on defence is an insurance premium against risks whose costs in conflict would be far higher.

To gain public support, clarity is key; people need to understand what the numbers mean for them.
For example, moving from 2% to 3% of GDP adds about CZK 7,000 per person annually. However,



citizens should see tangible benefits: modern equipment, new units, better soldier conditions,
and regional investments (munitions plants, jobs, etc.).

The army must also avoid corruption and scandals, such as fraud cases investigated by the National
Organized Crime Agency or contracts with companies convicted of subsidy misuse. The Office
for the Protection of Competition has also reviewed questionable defence contracts for vehicles
and helicopters.

Building Czechia’s Role in NATO and the EU

Meeting NATO’s 5% target would profoundly impact the Czech Republic’s position in both NATO
and the EU. While Czechia meets the 2% threshold, its defence budget remains modest in absolute
terms. By comparison, Poland spends over USD 30 billion, giving it greater clout in alliance debates.

If the Czech Republic approaches the 5% goal, it would join a small group of nations bearing an above-
average share of collective defence. This achievement would boost the State’s prestige and influence
in shaping NATO and EU priorities. It would also create opportunities to co-decide on major projects
or host NATO headquarters and training centres. Investments in infrastructure—like in Eastern
Europe—could enable more frequent troop rotations and strengthen regional resilience.

Through the European Defence Fund and PESCO, the EU is building a shared defence base. Higher
Czech spending would allow for more active participation in projects on cybersecurity, munitions
development, or satellite systems. Some investments could even be co-funded by EU sources,
improving the country’s bargaining power in other EU policy areas.

The commitment is not only financial but also about loyalty to allies. Czechia could become a key hub
for NATO operations, necessitating deployable forces and robust reserves for crises on the eastern
flank. The country would also be expected to share expertise in areas of strength, such as chemical
defence and military healthcare.

However, spending at such a level could spark tensions within the EU, especially with states struggling
to meet the 2% target (e.g., Spain). Large increases should therefore be linked to clear returns—like
technology transfers or domestic production. Hosting allied bases could also increase jobs and regional
growth. Finally, the political capital gained might enable the Czech Republic to act as a mediator
in Europe’s security debates, enhancing its international standing.

Prestige Isn’t Free: Funding Scenarios

Debating a five-percent defence budget cannot be separated from the realities of public finance.
Even today’s CZK 161 billion (2% of GDP) makes defence one of the largest spending items. Moving
to 3%, 4%, and ultimately 5% would require hundreds of billions more annually. The key question is
where to find the money and how to keep funding sustainable.

One option is to reallocate funds between budget chapters, but that faces political limits: cuts
to education, healthcare, or social programs would be unpopular. Another is to raise state revenues
through more efficient tax collection or special levies. Taxes could also be raised or new ones
introduced, but these would likely meet public and political resistance.



A more realistic path combines several tools. Part of the extra spending could come from defence
bonds—government securities dedicated to financing the military. This plan would spread costs over
time and align spending with acquisition schedules. Public-private partnerships (PPPs) could also help,
particularly for infrastructure like barracks, depots, and training sites. Some projects might be
co-financed by the EU, especially in cybersecurity or defence industry development.

Phased implementation is essential. Jumping from 2% to 5% in a year or two would overwhelm
the budget and exceed the army’s ability to absorb funds. If increases happen, they should follow
a gradual, predictable plan: 3% in the early years, 4% mid-term, and 5% after a decade. This would
spread the burden on public finances and give the Defence Ministry time to build the necessary
capacity needed.

Beyond costs, economic benefits matter. Involving domestic industry can create thousands of jobs,
advance research and development, and strengthen exports. In other words, part of the spending will
return to the economy as taxes, employment, and technological progress. That is why governments
should maximize the role of Czech firms and treat defence outlays as investments in both security
and growth.

Clear, Efficient, Gradual—and Czech

NATO’s decision at The Hague is both a challenge and an opportunity for the Czech Republic.
If the country chooses to meet the 5% GDP commitment, it must prepare for an additional CZK 260
billion annually beyond today’s level. Such a sum may alarm citizens and politicians, but it also offers
a chance to modernize the army, boost domestic industry, and elevate Czechia’s status internationally.

Success will depend on a step-by-step, transparent approach. Sudden spending hikes would be
unsustainable for the budget and unmanageable for the military. Political leaders must set clear
priorities: multi-layered air defence, stronger heavy units, modern artillery, larger ammunition
reserves, personnel, reserves, and infrastructure.

Domestic companies must be part of the process. Every crown spent locally partly returns through
taxes and jobs. Strengthening production of ammunition, vehicles, and radars can make Czechia not
only a bigger NATO player but also a competitor on the global arms market.

Winning public backing requires openness and legislative guarantees to ensure continuity across
governments, similar to the law supporting the 2% target. If additional resources are turned into
effective modernization, the country will gain a capable army, a stronger economy, and greater
prestige in NATO and the EU. Spending 5% of GDP on defence should not be seen just as a cost
but as an investment in security, stability, and prosperity.
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