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W

hen US President
Donald Trump and
German Chancellor
Angela Merkel met in Biarritz,
France, in August, it marked the
first time the two had ever held
a meeting at which the dominant theme was not their dispute
over the level of German military
spending.
Trump has visited Paris, London
and Warsaw twice since coming
to office, but has not yet made the
trip to Berlin. This, in turn, highlights the extent to which Germany has persistently drawn the
ire of the president in a number of
different ways.
First, Germany is home to successful carmakers. The impressive
numbers they post in terms of
exports to the United States have
always been a thorn in Trump’s
side. They symbolize Germany’s
foreign trade surplus in contrast to
America’s deficit.
Second, in alliance with London
and Paris, Berlin is seeking to
create a counterbalance to Trump’s
harsh policy of sanctions targeting
Iran. Germany is also working hard
to keep the nuclear agreement
with Tehran alive – the deal the US
pulled out of one year ago.
Third, Trump resents the
German government for not raising its defense spending to the
equivalent of 2 percent of GDP by
2024 as stipulated for all NATO
countries.
Shortly before Trump and
Merkel met in Biarritz, the US
ambassador in Berlin, Richard
Grenell, used the strongest of
terms to express America’s overall
displeasure with its German ally in
a complaint that united the issues
of trade surplus and military deficit. The ambassador argued that
he actually found it offensive to
expect US taxpayers to continue
to have to pay for the more than
50,000 Americans stationed in
Germany, while the Germans get
to spend their trade surpluses on
domestic projects.
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The 2% truthers
Donald Trump wants Germany to beef up its military spending.
But the real numbers underlying the dispute don’t add up
Grenell even hinted that the US
could redeploy its troops stationed
in Germany to the neighboring
country of Poland, which has long
sought to host a greater US military presence and which actually
meets its NATO pledge to spend
2 percent of GDP on defense. Of
course, Poland’s smaller GDP
means that the amount it spends
on defense is much lower; calculated in US dollars, the Polish
military budget is just under $12
billion, while Germany’s defense
budget for the current year
is almost four times higher at
roughly $54 billion.
At the moment, however, Germany is still only achieving a
budget quota of 1.36 percent.

Continuous economic growth
is one of the reasons why the
German defense-spending quota
has grown only moderately since
2014, even in the face of sharply
rising budgets for defense and procurement. In 2014, the share of
GDP was just under 1.2 percent,
and the budget was around $46
billion, that is, roughly $8 billion
lower than it is today.
Chancellor Merkel (CDU) managed to get the okay from her SPD
partners in the governing coalition
to increase the defense budget to
1.5 percent of GDP by 2024. That
would mean a sum of more than
$60 billion, depending on the
growth of the German economy.
Ironically, if a recession set in, the

2-percent mark would be reached
more easily.
If Germany achieved the 2-percent NATO pledge in 2020, the
government would have to spend
well over $80 billion on defense.
In that case, Germany’s military
budget would be one-quarter or
even one-third higher than the
budgets of the UK and France,
two European countries that
can afford to maintain an expensive nuclear deterrent program
alongside their own conventional
forces.
It should also be noted that
there are a number of defenserelated costs that are simply not
included in the calculation of Germany’s military spending. This is

especially true with regard to the
expenses associated with stationing troop units belonging to NATO
allies on German soil; these costs
are paid for by Germany and benefit, in particular, US forces.
According to a statement by Germany’s Ministry of Finance, a total
of approximately $800 million has
been spent over the past seven
years alone on utilities and building
planning services associated with
property owned by NATO allies.
Again, the lion's share of these services benefited American troops.
At present, roughly 35,000 US
soldiers are stationed in Germany
along with 12,000 civilian employees. That is but a fraction of the
troops stationed in the country

during the Cold War. At that time,
up to 300,000 men were stationed
on West German soil. Still, the
current presence of US troops in
Germany is by far the highest in
Europe.
This has less to do with a direct
threat scenario than with the fact
that the military infrastructure set
up during the Cold War is still in
place and is therefore available and
affordable to US forces. It includes
not only military training areas and
several large Air Force bases (such
as in Ramstein and Spangdahlem),
but also staff compounds for several European headquarters. The
Americans have also set up their
Africa Command headquarters
in Germany. And, finally, the US
military hospital in Landstuhl performs a function that extends well
beyond Germany; it is the place
where seriously injured military
personnel were taken during both
US campaigns in Iraq and the war
in Afghanistan.
In light of these facts, German
politicians tend to remain unruffled by threats of withdrawal. In
actual fact, it would be impossible
to remove large-scale US military
facilities in Germany and relocate
them to another country without
incurring high costs. Poland has
announced that it intends to spend
up to $2 billion in an attempt to
foster US readiness to station soldiers on its territory over the long
term.
At a visit in June, Trump told
Polish President Andrzej Duda
just how many soldiers could be
involved in such a move: 2,000.
The Polish people would then be
invited to express their gratitude by
naming the barracks Fort Trump.
The White House later corrected
the number given by the president,
insisting that discussions so far
involved the transfer of only 1,000
soldiers.
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Hessen as a key
enabler of your success
in Germany

H

essen’s central location
at the very heart of
Europe has played a
vital role in propelling the state
to the top ranks of the most internationally revered business and
technology centers in Germany.
Located in the center of
Germany, Hessen has attracted
upwards of 13,000 international
companies, the majority of
which are active in forwardthinking industries such as
information and communication technologies, electrical
engineering technologies, life
sciences, healthcare, automotive, and electromobility, or
operate in an Industry 4.0
related segment. Home to over
1,300 US based companies,
Hessen also ranks among the
most important locations for
executive decision-makers at
US companies operating in
Germany.
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Do you want to gain a foothold in the German
and European market ?
No need to look further: Hessen is the ideal location for
you. You will not only find concentrated economic power,
excellent infrastructure and ideal conditions for new
innovations here, but also an international community
and a high quality of life. And you will find us.
Hessen Trade & Invest’s experts are your knowledgeable
partners if you want to establish your business in the
heart of Europe. Our network will be happy to support
your plans and investment projects.
Hessen Trade & Invest GmbH
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You will beneﬁt from the robust
economic framework that
Germany has to oﬀer, which
encompasses a great degree of
legal certainty, competitive
corporate tax rates, and a stable
yet ﬂexible labor market that
serves to continuously produce,
develop, and attract highly
qualiﬁed professional specialists. These outstanding qualities
have undoubtedly made inroads
with investors from across the
world, who are increasingly
selecting Germany, and particularly Hessen, as the prime
location to establish business
operations.
Decisions made by more than
1,000 international companies
since 2013 to establish operations in the region have served
to clearly demonstrate Hessen’s

allure, with a large number of
these companies having since
further expanded their existing
operations. 133 companies from
the United States alone have
invested in Hessen over the past
three years. Furthermore, international market players have
established valuable networks
in Hessen generations ago
which proﬁt new investors like
you.
The total number of foreign
direct investments reached a
record high in Germany in the
past year: Over 2,000 companies, spanning all regions of the
world, established business
operations in Germany in 2018,
with US based investors accounting for 345 successful
stand alone projects. Just over
one in seven of these companies
(54) decided in favor of Hessen.
This certainly should not come
as any surprise, however, as no
other German economic region
compares with the state of
Hessen’s exceptionally high
degree of internationalization.
An extensive economic framework, featuring an extraordinarily diverse range of
industries with an international
strategic focus, deﬁnes the
Rhine-Main region.
Finally, the state’s numerous
international communities place
Hessen a head above the rest of
the German states. Hessen is
currently home to people of
more than 190 diﬀerent nationalities, including approximately
15,000 Americans, who have
learned to value and proudly
live the Hessian way of life.
So what are you waiting for ?
Invest in Hessen today !

