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TO THE QONGRESS OF THE UNITED STATES

I am pleased to submit this report on Allied Contributions to the
Camon Defense. This is the fifth year the Department has submitted
~ such a report, as now required by the provisions of Section 1003, PL 98-525,
~ the Department of Defense Authorization Act, 1985.

- The report seeks to analyze the complex question of burdensharing
~ within the Atlantic Alliance and with Japan from a balanced, realistic

- perspective. It examines a nunber of quantitative measures of ability
to oontribute and of performance as well as the broader political aspects

-of . the burdensharing issue.

- As the report makes clear, there is no single, universally accepted
~ formula for calculating each country's “fair share.” Instead, the

- report exaninea a wide range of relevant criteria and other considerations,
~and offers an overall assessment based on all these factors. I conclude

- from this comprehensive review that the non-US NATO allies and Japan, as

-7 & geowp, are making a substantial contribution to the common defense —
- - qreatey than is coamnonly recognized. Important differences emwrge,

. however, when the results for individual countries are campared, with some
-allies doing their £ait gshare but others doing less.

o Given the current conventional force imbalance between NATO and the
Waraaw Pact, we have enphasizad the need for both our allies and the US
. to increase their defense efforts. Y am gratified to report considerable

-~ progress by the allies in this regard, as evidenced by recent agreement
. %0 increase substantislly the NATO infrastructure program, allied commit-

. mants to increase their holdings of critical ammunition stocks, and the
-+ adoption of certain force goals to compensate for possible US force
- deployinents to Southwest Asia,

~ Due to the conplexity of the issue, there will no doubt be under-
.. atandable differences of opinion over how best to characterize the burden-
- gharing efforts of our allies. However, we believe there are no major
‘differences between the Administration and the US Congress on the more
rtant proposition that our allies should indeed do more. Increased
of on the part of all KATO member nations including the US are needed,
-quite apart from burdensharing considerations, because of the manifust

. need to improve substantially RATO'e conventional capabilities. We have

o been working on many fronts to encourage our allies to improve their
o ﬁg:me capabilities. As noted above, envouraging progress is being




We believe we can continue to make progress in obtaining important
Alliance capability improvements as long as we focus attention on the
-objective need for such improvements. The process will not be helped
by divisive arguments over burdensharing or by legislative efforts to
~compel a particular level or type of allied performance. The best way
© to encourage improved allied efforts has been and will remain through

" our- own positive example and leadership. The continued cooperation and
support of the Congress will be crucial to our attaimment of this goal.

o
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I. INTRODUCTION AND OVERVIEW

PURPOSE

"> This report responds to Congress' interest in the extent to which
our principal allies are contributing their fair share of the effort to
provide for our common defense., It analyzes various burdensharing indices
and factors for the Jnited States, our NATO allier and Japan, offers some
conclusions as to recent and current performance, and describes what is
to encourage the-alliesto domore.”  ~ =

WHAT IS BURDENSHARING?

“ oux dafense arvangements with members of NATC and with Japan rest
on formal commitments, freoely made by sovereign nations, to contribute by
oollective efforts to our common security. Alllances, like other agreements,
remain healthy so long as they respond to shared national interests. They
-zemain acceptable to members so long as visks and responsibilities are —
and ave perceived as being -~ equitably shared. The contributions of
parthers include both material (quantifiable) factors as well as intangible

- {e.9., political) factors, as when gover.ments persevere in policles
serving overall security interests in the face of competing domestic and

intemational pressures, N

We are gratified to report some very encouraging recent develogments
‘pertaining to allied conventional defense efforts. At the Decenber 1984
Rinistetial meeting, Defense Ministers took four positive decisions that
will have a significant impact on future allied defense capability.

ram. Ministers agreed on a s:chificantly increased
funding he Infrastructure program, which provides facilities
for tha ocollective needs of Allianve forces. The level for the next
gig-yaar period will be 3.0 Billion Infrastructure Accounting Units (IAD)
(spproximately $7.85 billion), which is more than double the funding
agreed to in the previous five year period. The new program will provide
a substantial improvenent for U8 reinforcing forces. The NATO infrastructure
program provides an excellent example of how burdensharirg js working in
practice within the Alliance. while the United States contributes 27.8%
of the total infrastructure funds, we have been receiving benefits that
represent 356 to 400 of the value of the program,

Infrastructure P
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Sustainability. Responding to Secretary Weinberger's December 1983
initiative, the Ministers committed their nations to expanding existing
plans for the procurement of specific critical munitions and to increasing
their efforts to meet the force goals that call for augmented war reserve
stocks of amwunition.

Conventional Defense. The Ministers agreed to the need for continuing
improvement of NATO's conventional defense capabilities. They specifically
asked Secretary General Lord Carrington and the DPC Permanent Representatives
to come forward with proposals for a ocoherent effort toward that goal. The
undertaking is intended to establish priorities for improvements; accelerate
completion of the recently initiated conceptual military framework; harmonize
national improvement efforts; and make further prodaress in coordinated
defense procurement toward these ends. Ministers aiso agreed to Alliance-wide
efforts to male the necessary resources available. The Secretary General
will report the initial results of this effort at the Spring 1985 DPC
Ministerial.

Qut-of-Area Force Goals. Defense Ministers alsc endorsed a supple-
mental set of force goals envisaging "compensatory" NATO measures to
offset the impact of possible US force deployments "out-of-ares." These
additional force goals call for feasibility studies (to be campleted in
1985) of air and land improvements in areas where ACE capabilities would
be significantly reduced by US deployments to Southwest Asia.

THE QUESTION OF FAIR SHARE

As will be discussed in the next section, there is no single, universally
accepted formula for calculating each country's “fair share." Therefore,

what. we have attempted to do in this report is (1) portray the =fforts of

the NATO nations and Japan on the basis of a variety of key quantitative
indicators, (2) discuss the purpose and utility of each indicator as well

as important caveats and limitations, (3) highlight important non-quantifiable
factors that must be considered to round out the picture, and (4) provide

an overall assessment based on all of these

factors.

POLITICAL ASPECTS

Any assessment of bhurdensharing rust include an examination of the

pelitical envivonment in which allied governments operate. We continue

to share with ouzr allies a common perception of the serjous threat that

the Soviet Union and its military buildup pose to Alliance security.

However, there are understandable differences among the allies as to the nost
_gppropriate way to meet the Soviet challenge. These differences arise not
only by virtue of history and culture, but also because of geography.

12




Positioned next to the line of pote itiz” -ombat, the Europeans® sense of

the risks of corflict is more immediate than ov . cwn, and the public desire
for an easing of East-West tensicus ic mor2 widespread. Families divided

by the East-West border have diffeient perception~ and different priorities
for Bast-West rapprochement. And Fuiope generally, its economies disrupted
by the post-war division of the contirent, tends to attach greater importance
to expanding East-West trade.

with these factors in mind, we must regard the lecadership that European
Governments have provided and their successes in support of Alliance
defense policies as very real contributions to burdensharing. Differences
in perspective that sometimes lead the allies to take independent positions
have not marred a record of cooperation that is, on the whole, remarkably
good (and surely the envy of any other Alliance system).

an important sngoing success in pelitical burdensharing is the unity and
resolve the Ru-opean allies have shown in staying on course for the
deployment of longer-range intermediate-range nuclear forces (LRINF) in

the absence of an arms control agreement cbviating the need for such deploy-
ment. Soviet diploratic pressures, a massive Soviet effort to influence
Buropesn public opidon, and even openly enunciated threats have not derailed
~ the NATO “two~track® de<ision of becember 1979. The public outcry that
oreeted the first Jeliveries a+ the end of 1983 has only partly subsided,
and the political risks faced hy the European leaders most directly con-
cerned remain suhstantial. I'F remains a marked demonstration of political
ocourage,

Moreowe , n the sixth yesr of the Soviet occupation of Afghenistan, it
io-wel. o cecall that our allies took steps to impose political and
econonic costs on the Soviet Union for its invasion there and that European
leaders have greeted its fifth anniversary with renewed condemnations.

Our allies have also taken firm measures In response to Soviet support
- for vepression in Poland. Buropean assistance in the Middle East (demining
the Red Sea, for instance) and elsawhere bespeaks an increasing awareness
that our defense efforts must be camplementary even outside the Atlantic
area in order to maximize ocur common security.

A more tangible form of political burdensharing lies in the conscription

- system maintained by most NATO allies for fulfilling manpower requirements
in support of the NATO Alliunce. These systems have substantial political
and social costs, as we know, That those goverrments are prepared t¢ bear
these costs is further evidence of their willingness to sacrifice on behalf
of the common security.

13




QUANTITATIVE MEASURES

By some numerical comparisons the United States is clearly doing more than
its allies. For example, the United States is expending between 6% and 7%
of its Gross Damestic Product on defense while its NATO allies are spending
about 3 1/2 % on a weighted average basis, and Japan is spending about 1%.
Also, the United States is increasing its real defense expenditures at a
much higher rate than its allies. There are, however, a number of factors
that tend to moderate these disparities. Some of cur allies would say
that the disparity between the US share of GDP for defense and the non-US
NATO weighted average can be attributed, in part, to our role as a nuclear
superpower and our worldwide interests and responsibilities. It is also
important to recognize that the relatively high real growth in US defense
spending in recent years reflects, in part, an effort to compensate for the
real decreases and low growth rates the United States experienced during
most of the 1970s, when our allies were achieving steady real increases.
As noted earlier, most Buropean countries (the excepticns are the United
Kingdom and Luxembourg) rely on conscript manpower for military personnel,
- resulting in many instances in lower manpower costs and a larger trained

- reserve manpower pool than they would have had with an all-volunteer force.
Marsver, sope relevant aliied economic buardens are not included in the
NATO definition of defense expenditures. These include items such as
preportionally greater dewelopmental assistance and, for the Pederal
Republic of Germany, the Berlin expenditures and the loss of relatively
greater rents and tax revenue due to the wwsually large amwunt of real
estate dedicated to defense purposes.

Moreaver, for a mmber of important guantitative defense measures our
MATD allies ocapare well with the United States. For example, they field
slightly more Jctive duty military manpower as a percent of population

than the United States and substantially more armored division equivalents
"~ (ADE) end tactical ocombat aix foree ajircraft in relation to their econamic
strength.

Based on a review of all €actors, one may conclude that the non~US MATO
allies, as a group, are making a substantial contribution to the ccemon
dafense, They are certainly doing much better than is commonly reocgnized.
- Lmportant differences amarge, however, when the results for individual
countries are ompared. Some nations appear to be doing at least their
fair snare; other NATO nations and Japan appear, on the whole, to be
making contributicons below their fair share.

Because of the many judgments involved in taking acccunt of the intangibles
and weighing the individual indicators, there may be honest differences

of opinion on how best to characterize the burdensharing efforts of ocur
allies, both in the aggregate and individually. We do not believe,
however, that there are any major differences between the

14




Administration and the US Congress on the more important question of
whether our allies should do more. Increased effrrts on the part of all
merber nations are needed, not because of burdensharing statistics but
because of military assessments of required improvements in NATO's capa-
bilities. We have been working on many fronts to encourage our allies to
improve their defense capabilities, The results of the December 1984 DPC
Ministerial meeting, discussed at the start of this chapter, provide
strong evidence that progress is being achieved.

We believe that we will continue to make progress in obtaining important
Alliance capability improvements as long as we focus attention on the
objective need for such improvements. Achieving US security goals would
cest much more if the NATO Alliance and our partnership with Japan were
permitted to become weak as a result of divisive arguments over defense
buardensharing. Unilateral pronouncements by the United States on the
extent to which our allies are or are not sharing the burden are not an
effective basis for encouraging improved allied efforts. Our positive
leadership has always been and will remain a better means to ensure the
adequacy of our common defense effort.

15




iI. OOMPARISON OF SELECTED INDICATURS OF BURDENSHARING

Defense analysts do not have a single, universally accepted formula

for calculating each country's “fair share" of the collective defense burden.
Any such measure would have to take account of, and weigh, the many disparate
factors that together determine the level of a nation's defense effort. The
task is more complicated than simply identifying which factors to count,

and deciding how each should be weighed relative to the others. While many
-components of defense effort are measurable, others are much more subjective
in nature and do not readily lend themselves to quantification. Consequently,
even the most sophisticated techniques in our analytical tool kit today cannot
provide a definitive solution to the fair share problem.

In order to be responsive to the spirit of the Congress' request for a
comparison of "fair and equitable shares . . . that should be borne" and

- "actual defense efforts ., . . that currently exist," this report adopts an
approach that entails displaying selected indicators side by side. The
overail assessment takes into account these measures as well as other
nonquantifiable factors discussed elsewhere in the text.

: ,Broadlyv ‘speaking, the measures of performance used in this analysis
can be grouped into three general categories:

- 0 -Indicators of nations' ability to contribute (Table II-1);

o Indicators of the amounts that actually have been contributed (Table 11-2);

_- -0 Indicators that measure nations' contributions as a function of their
ability to contribute (Table II-3).

To simplify Qomparisons, most of the indicators considered in Tables II-1

and 1I~2 measure a oountry's relative performance in one of two ways: (1)

as-a share of the ocorbined NATO/Jspan total and (2) as a percentage of the

value of the highest-ranking nation. The figures in Table 1I-3 are expressed

-as ratios, calculated by dividing the “contribution® shares by the "ability

to contribute® shares. Bimply stated, a ratio of arcund 1,0 indicates that

. a nation's contribution and its ability to contribute are roughly in balance.

A ratio abose 1.0 indicates that a country is contributing beyond its “fair

- share," whereas a ratio below 1.0 implies that a country's contribution is

not conmensurate with its ability to oontribute. This approach enables us

~ to consider and conmpare a variety of disparate measures using a common,
easily comprehensible scale.

The following section sumnarizes the major findings of the analysis. Sub-

sequenit sections describe the various indicators used to measure individual
countries' performance and examine the results for each indicator. Appendix A

17




elaborates on that discussion, presenting the detailed results for selected
indicators.

This year, for the first time, data for Spain have been included in this
report. Spain joined the NATO Alliance in 1982, but does not commit its
forces to NATO's military commands. Consequently, unlike nations that are
fully integrated into the Alliance's military structure, Spain does not
submit a reply to NATO's annual Defense Planning Questionnaire, from which
much of the historical data reported in this document were drawn. Since in
ascne cases comparable data are not yet available for Spain, some of the
charts do not include a Spanish contribution, Where Spain has been included,
US estimates were used if Spanish or NATO figures were not available. (To
aid in comparing this year's results with the findings of previous editions
of the report, Appendix A provides two tables for each performance measure,
one including figures for Spain and the other omitting Spain from the share
calculations.)

~ MAJOR FINDINGS OF THE ANALYSIS

The broad conclusions reported below take into account (1) the ratios
recorded in Table II-3, (2) the trend data shown in Table II-2 and discussed
in other sections of this report, and (3) difficult-to-quantify and non—

.- quantifiable factors (such as host nation support) discussed elsewhere in
. the dooument, Among the ratio data, we have given heaviest weight to the

- defense gpending/prosperity index share ratio (C2) and, to a lesser degree,
to the defense spending/gross domestic product (GDP) ratio (C1), as these
- cm‘bine the most comprehensive indicator of defense effort with the most
ive indicators of ability to contribute-~the so-called "prosperity
index* and GDP.

o ‘The t!s Eftort. Based on the major quantifiable measures examined, the

“States appears to be ocontributing somewhat more than its falr share
of the NATO and Japan total. For example, the US defense/GDP (C1) and

.. defense/prosperity index share (C2) ratios are 1.45 and 1,19, respectively,

The ratios for active duty manpower/population (C3) and active and reserve
manpower/popilation (C4) also exceed the 1.0 norm. Of all the indicators

. oonsidered in Table II-3, only in division equivalents and aircraft do the
U8 ratios (€5, C7 amd C6, CB) Grop below 1.0. When taking into account our

historical role in X0 and the intangible benefits that accrue to the

. United States as the ackmowledged leader of the Free World our allies might

argues (1) that we are getting full value for the extra effort we appear to
be expending and (2) that our leadership role cbligates us to do more than

simply achieve cur statistically computed fair share.

-Allied Efforts. The non-US NATO allies as a group appear to be shouldering

y thelr fair share of the NATO and Japan defense burden. For example,
the ueighteﬂ-average ratio of their defense/prosperity index shares (C2)

18
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is 1.02, while that for their defense/GDP shares (C1) is .81 and all of
their remaining ratios exceed 1.0, some by a wide margin.

Important differences aserge, however, when the results for individual
countries are compared. Some of the NATO allies appear to be doing at least
their fair share; other NATO nations and Japan appear, on the whole, to be
making contributions below their fair share,

Japan, the cnly non-NATO country considered in this analysis, ranks last or
-close to last on most of the measures surveyed and, thus, appears to be
doing far less than its fair share. This validates our major emphasis over
the last several years on encouraging the Japanese to meet their defense
goals within this decade.

DESCRIPTION OF BURDENSHARING MEASURES IN TABLES II-1 AND II-2

. The quantitative performance ratios used in the preceding discussion were
derived from two major categories of data: indicators of ability to

- contribute and indicators of actual contributions. The following material
beiefly describes the major burdensharing indices associated with each category.

~ Indicators of Ability to Contribute

" *° . The ability of nations to contribute to the collective defense effort
-(ses Table II-1) was evaluated on the basis of four indices:

Al). Reflects the total value of all goods and services
- pRod by a country and is widely used for comparing defense burdens
- &wong nations,

. population Share (A2). Provides an indication of the total amount
‘of hunan resources available to each nation and, thus, is useful in
exanining defense manpower contributions.

. Pex Capita GDP (A3). GDP divided by population; a widely accepted
.. heasure of econcmic development and standard of living.

oeperity Index Share (Ad). This experimental indicator--used in
- L. - previous editions of this report--adjusts GDP shares (A1) in proportion
+ .77 "to each nation's position on the per capita GDP measure (A3). The index
+.  “ls based on the premise that the collective interest of the Free World
- . .1s best served if the relatively move prosperous nations (in temms of per
.. capita QOP) carry a proportionately larger share of the collective military
. burden, thereby allowing relatively less prospercus nations to concentrate
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their limited resources to a greater degree on basic domestic programs.
The index is computed by multiplying GDP shares (A1) by per capita GDP (A3)
and normalizing the resulting products so that they sum to 100 percent.
(Table II-4 illustrates the steps in the computation.) The underlying
principle is analogous to that of a graduated income tax. For example,

if GDP alone is used as an indicator of a nation's fair share of the
defense burden, Norway's required contribution would be 0.74 percent of
the NATO and Japan total; however, because Norway ranks second in per
-capita GD?, its fair share based on the prosperity index is 0.87 percent--
about an 18 percent increase. Nations that rank relatively low in per
capita GDP (e.g., Greece, Turkey, and Portugal) have prosperity index
shares that are below their GDP shares.

Indicators of Contribution

This analysis draws on seven major measures of contributions to defense
- (See Table II-2).

_ Defense Spending Share {B1). The share fiqures recorded for the

B0 countries (Including the United States) are based on definition
agreed to by WATO of what is to be included in total defense spending.

- 'This ensures a much higher degree of comparability than could be achieved
. using any other avajlable data. Althougn spending shares are probably

- the most conprehensive indicator of defense effort, it is important to
-recognize that they measure input, not output, Also, they do not fully

reflect certain important outlays that contribute to a country's over-

all defense effort, (e.g., host nation support).

- Fémm:tage Ci)an%e in Defense Spending, 1971 vs., 1983 (B2). Provides
. an indication of changes in real defense spending. Flgures have been
compated using constant 1983 prices and 1963 exchange rates.

- Active Defense Manpower Share (B3). Reflects active-duty military

© . and civilian manpower levels In peacetime. Including civilians in the

- calculation helps eliminate comparablility problems stemming fram differences
in national policies on the use of civilians f~r military tasks.

-. Eétceﬁt e Chan?e in Active Defense Manpower Levels, 1971 vs, 1983 (B4).
Provides an indication of changes in peacetime active-duty military and
‘civilian manpower strengths,

Active and Reserve Defense Manpower Share (BS). Includes peacetime
T - actlve-duty end strengths and clvillan manpower levels plus an estimate
© of “ocamitted reserves" {i.e., reservists with mobilization assignments).
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CHART II-4

 COMPUTATION OF PROSPERITY INDEX
(INCLUDING SPAIN)

(1 () (3) (%)
PER CAPITA PROSPERITY
GDP INDEX
GDP (A2) (A4)
SHARE (% OF HIGHEST (% ALLOCATION
(A1) NATION) (1) x (2) OF COL (3)

. BELGIUM 1.08% 57.9% 6273 0.77%
~ CANADA 4.40% 93.1% 409.57 5.03%
_DENMARK 0.77% 79.2% 60.82 0.75%
FRANCE 7.03% 68.0% 47758 5.86%
. GERMANY 8.83% 75.8% 669.02 8.21%
' GREECE" 0.47%; 25.9% 11.61 0.14%
ITALY 4.77% 44.3% 211.39 2.59%
. LUXEMBOURG 0.04% 64.2% 2.87 0.04%
- NETHERLANDS  1.79% 65.5% 117.05 1.44%
NORWAY - 0.74% 95.0% 7067 0.87%
PORTUGAL ~  0.28% 14.6% 4.08 0.05%
SPAIN 2.15% _ 29.7% 63.79 0.78%
TURKEY 0.67% 7.4% 4.92 0.06%
UK  6.16% 57.6% 354.97 4.36%
us ' 44.50% 100.0% 4449.80 54.60%
JAPAN T 16.320, 72.3% 1179.06 14.87%
~ NON US NATO . 39.18% 52.8% 2521.08 30.93%

NON US NATO
+ JAPAN 55.50% 57.0% 3700.14 45.40%
‘TOTAL NATO B83.68% 70.2% 6970.88 85.53%

~ TOTAL NATO

"+ JAPAN 100.00% 70.5% 8149.94 100.00%
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Ground Porces Armored Division Bquivalent (ADE) Share (B6). The ADE is an
Indicator of effectiveness of ground forces based on the quantity and quality
of their major weapons. This static measure—-which is widely used within
DoD for ground force comparisons—pcovides a more accurate picture of
cambat effectiveness than deo simple counts o»f combat units and weapons.

The measure does not, however, take into account such factors as ammunition
availability, logistical support, training, cammnications, and morale.

Air Force Tectical Cowbat Aircraft Share (B7). Includes fighter/
interceptor, attack, bomber, and tactical reconnaissance aircraft in air
force inventories.

BURDENSHARING MEASURES AND PERFORMANCE

This section provides a detailed comparison of US and allied efforts

&8 measured by the major burdensharing indicators discussed above. The
discussion treats each indicator individually, explaining its purpose

and utility as well as noting inportant caveats and limitations. Relevant
atatistics are summarized in the accompanying charts. As noted earlier,
~indicators fall into three general categovies: indicators of ability to
contribute (e.g., gross damestic product); 1/ indicators of amount of
centribution (e.g., total defense spendink, total military and civilian
manpower) 2/ and indicators that relate comtributions and ability to
contribute (e.qg., percentage of GOP allocated to defense spending). 3/

In theoty, there could be another category of indicators measuring
benefits raceived. For the most part, these involve highly subjective
Judgments and sre not easy to quantify. Since one of the major benefits

 of participating in a collective defense effort is successful deterrvence

of conflict and freedun from foreign domination, some would argue that
the larger a nation's population (or the larger its GOP), the more that
nation has to lose if the alliance defense effort is mot successful, By
that lite of rexsoning, many of the indicators of economic condition and
strength would reflect benefits received. Others would argue, however,
that successful detervence and freedom from damination are intangibles
best left unquantified.

In the finai analysis, our primary goal must be a steady, coherent,

and sustained growth of alliance defense capabilities pending the achieve-
ment of arms control agreements that would obwiate this reed. This does not
mean that we do not believe the burdens of alliance memdership should

be digtributed as widely and equitably as possible. It does, however,

1/ All of these are addreassad in Appendix A.
Gwe of these — defense spendiry by resource category — is addressed in
Appendix A.

3/ One of these — per capita defense spending — is addressed in Appendix A.
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reflect a concern the'. we have focused too often solely on individual
members® contributios to that objective, rather than on the capabilities
and requirements of the Alliance as a whole.

Total Defense Spending

. This indicstor measures defense speriing by each nation, both in
absolute terms and a. a share of the NATO and Japan total (Charts II-5
and II-6). As noted in the previous sectiocn, the figures for the NATO

. nations reflect the types of expenditures defined by NATO as contributing
tc total defense spending. While this ensures a much higher degree of
comparability (both for comparing trends among nations and for examining
trends over time) than could be obtained using any other available data,
some niations feel their defense efforts are understated by these criteria
‘because they do not include certain expenditures of a unigue natuve.

Germany, for example, feels that its economic assistance to Berlin

and support for the Rerlin garrisons, which are not considered "defense
expenditures™ under NATO's accounting rules, contribute significantly
to the alliance defense cifort in the broadesc sense of the word. If
included, these expenditures would increase Germany's defense spending
total for 1983 by around 25 percent.

Defense related ccsts, such as real e~tate provided for forward-drployed
forces and same host nation support expenditures, also are not counted as
defense rending ander the NATO definition. The current market value of
the real estate made available to allied forces stationed in Germany, for
exswple, has been estimated by the German Government at around $16 billion.

Some European nations, especially Germanv, incur additional exvenses
by hatdeniny ¢x building redundancy into civil projects with potential
2litary applications. Examples include roads, pipelines, and civilian
comunication systems. Many of these expenditures cannot be reported
unGer BATO's defense accounting criteria.

The vilue of civilian assets (e.g., trucks) that are designated for
military wee in time of war likewise cannot be counted as defense ex-
snditures. Yet these assets contribute directly to NATO's and Japan's
militavy capabilities and v~ “ice the awount these nationg and the United
States might otherwise have to spend cn defense. This is particularly
the cagse for Germany, which has undertaken a significant program to
register clvilian assets that would be used by the Bundeswshr and allied
- forces in wartime.

it is also important to veocognize that identical defense expanditures

by two rations will not necessarily translate into identical amounts of
military capsbility. Since a number of our allies are able to man their
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CHART 1I-5

TOTAL DEFENSE SPENDING
(FISCAL YEAR)
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CHART II-6

TOTAL DEFENSE SPENDING (FY)

(1983 CONSTANT DOLLARS IN BILLIONS
1983 EXCHANGE RATES)

1983
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forces at a lower cost than we can, traditional spending comparisons (such
as those displayed in the accompanying charts) may understate the size
and value of allied forces vis-a-vis our own.

Together, the NATO nations and Japan spent some $330 billion on defense

in 1983. The United States supplied about $214 billion, or 65 percent of

that amount. As Chart II-5 shows, US defense spending in real terms declined
during most of the 1970s, but toward the end of the decade, this pattern reversed.
The net charige in US and allied shares between 1971 and 1983 reflects a 27
percent real increase in the defense budgets of the non-US NATO members as

a group, 104 percent real growth for Japan, and a real increase of 6.5

percent in US defense spending.
Percentage of Gross Domestic Product (GDP) Allocated to Defense

This is probably the most popular of all the indicators of defense
burdensharing. Among its virtues are that it is easy to compute; it
is based on data that usuzlly are readily available; and it is easy
to explain and understand. (Chart II-7)

When used as one of a variety of indicators, and with an understanding
of some of its shortcomings, the GDP share indicator can provide valuable
insights. Unfortunately, there is often a tendency to view it as the
*be-all and end-all" and, thus, to rely on it to the exclusion of other

o measures, Anothov problem is the tendency of some users of this measure

to automaticslly assume——explicitly or implicitly——that "equitable"
burdensharing requires all nations to devote an equal share of GDP to
defense. An 0 ing view frequently voiced within the Alliance is that
it is more equitable, and in the collective interest of the Free World,
for nations with the strongest economies to devote a proportionately
larger ahare of their wealth to defense, thereby allowing weaker members
- to allocate proportionately more of their limited resources to basic

Gomestic programs. This is analogous to the graduated income tax useA
by the United States and many other nations in apportioning domestic

Pinally, it is important to recognize that all of the factors dig-

cussed in the previcus section that render total defense spending an
isperfect indicator of a nation's defense effort also apply to defense
spending as a share of GDP, That is, the measure does not take into account
efforts that are not directly reflected in defense budgets.

With a 1983 percentage of 6.6, the United States allocates a larger
- portion of its GDP to defense than do any of the other nations surveyed
"~ here (Chart II-8). Greece ranks second, with 6.4 percent, while the
United Kingdom's 5.3 percent share places it third, followed by Turkey
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CHART II-8

TOTAL DEFENSE SPENDING
AS A PERCENT OF GDP
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{5.0 percent) and France (4.2 percent}. All of the remaining nations
have ghares of 3.4 percent or less. The weighted average for the non-US
nations ocombined is 3.6 percant if only the NATO nations are considered
and 2.8 percent if Japan is included in the calculation.

The obvious discrepancy between the US share and the shares of many

of the allies can be attributed, in part, to our role as a nuclear super-
power and our worldwide interests and responsibilities. The very low
Japanese percentage and relatively modest German percentage follows
partly from political and constitutional constraincs (on defensive efforts
for the Japanese and on overall force size for the Germws).

An examination of the trends indicates that the weighted-average
percentage for all of the non-US NATO nations combined declined steadily
during the 1960s. Since the early 1970s, allied defense spending has
generally kept pace with economic growth, resulting in a level trend

in share of GDP devoted to defense in 1971-83. By comparison, the US

GOP percentage fell around 30 percent between the early 1970s and 1979,
but turmed sharply upward in 1980. The 1970s decline cannot be attributed
golely to our Southeast Asia phase-down inasmuch as our percentage in the
early 1960s, prior to the Vietnam buildup, was two points above the early
19708 level (9.0 percent versus around 7.0).

~ Total Active-Duty Military and Civilian Manpower

Charts II-9 and II-10 show the peacetime active-duty military and

civilian manpower resources allocated to defense by each nation. Chayvs
II-11 and II-12 provide similar breakouts for peacetime active-duty military
manpowey only (i.e., the figures exclude civilians).

~ Including civilian defense manpower helps eliminate oomparability
problems stemming from different national policies on the use of civilians

- for military tasks. Accordingly, the discussion below focuses on the
combined military and civilian figures.

Since this indicator does not include reserve manpower, it tends to
understate the efforts of nations, such as Norway, that have structured
their forces around a amall cadre of active~duty personnel that can be
rapidly fleshed out (by drawing on a large pool of trained reservists)

- in an emergency.

. Variations indicated by this measure can be attributed, among other
things, to differences in (1) active/reserve policies, (2) the cost of
manpower and (3) the extent to which programs emphasize labor-intensive
gg:'ces (e.9., ground units) versus capital-intensive ones (navies and air
ces),
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CHART II-9

TOTAL ACTIVE DUTY MILITARY
AND CIVILIAN MANPOWER
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CHART II-10

TOTAL MILITARY AND

CIVILIAN MANPOWER
(IN THOUSANDS)
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MANPOWER IN MILLIONS

CHART II-11
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CHART II-12

TOTAL MILITARY MANPOWER
(IN THOUSANDS)
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A review of the trends indicates that US manpower levels declined

by arcund 21 percent between 1971 and 1980, but then increased by about

8 percent between 197¢ and 1983—for a net change of minus 15 percent

over the 1971-83 period. The total strength of the non-US NATO allies
remained practically unchanged during the early 1970s, but declined by
around 5 percent between 1974 and 1976, reflecting, in part, reductions in
British, Italian, and Portuguese manpower that were partially offset by
increases in Turkish manpower. Then, during 1976-83, the trend turmned
upward, with the non-US NATO allies (less Spain) registering an increase of
arowrd 4 percent—reflecting a growth in Turkish and Italian manpower levels,
a relatively more modest decline in the number of British personnel, and
generally steady levels for most of the other allies. (Data on Spanish
forces for prior years were not available for this report.) As a result of
these changes in non-US NATO manpower levels, and a 2 percent increase in
Japan's 1971-83 level, the US share of the NATO (less Spain) and Japan
total fell from 45.9 percent in 1971 to 42.6 percent in 1983,

Total Active-Duty Military and Civilian Manpower and Committed Reserves

Chart II-13 reflects the active—duty military and civilian manpower
figures recorded in the previous charts, plus an estimate of "committed
veserves® (l.e., reservists with assigmments after mcbilization).

. Including committed reserves, the NATO nations and Japan together

have almoet 13 million people under arms or in their civilian defense
eatablishment., Of that amount, non-US nations acoount for 7.7 million
(or gti) ;ﬁrmt of the total), while the United States contributes about
4.8 million.

‘Most of the non-US NATO nations supply larger shares of the NATO and
~ Jepan total undar this measure than tiey do under the “active military
- and clvilian® measure used in che previous section.

’,Wr a2s a Percentage of Population

This widely used and gererally well-understood indicator provides a

basis. for camparing the defense manpower contributions of nations, taking
into account differences in the size of their populations. The percentages
reported helow were derived using combined military and civilian manpower
levala (Churts IT-14 and 11-15). For purposes of comparison, figures

for military marpower only are also provided (Charts II-16 and II-17).

Active-Duty Military and Civilian Manpower as a Percentage of Population
' !% IE-% @ II-;E). This indicator shows a wide variation among
nat 983, ranging from a high of 2.0 perceit and 1.8 percent for

-Greece and Turkey, respectively, to 0.4 percent and 0.2 percent for Luxem-
bourg and Japan. The United States ranks fourth with 1.4 percent, following
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CHART II-14

TOTAL ACTIVE DUTY
 MILITARY AND CIVILIAN MANPOWER
AS A % OF TOTAL POPULATION
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CHART II-15

MILITARY AND CIVILIAN MANPOWER

24
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CHART TI-16

TOTAL ACTIVE DUTY
MILITARY MANPOWER

AS A % OF TOTAL POPULATION
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CHART II-17

MILITARY MANPCWER
AS A PERCENT OF POPULATION

14

LEGEND
3 1979
B 1883

43

N R ATCN R RN RN A M TR N R T ER TR AN AR AN LR TN AU AT




Spain (1.4 percent) and ahead of France (1.3 percent). Germany, the Nether-
lands, and the United Kingdom all fall below the non-US NATO average of 1.19
percent. In reviewing Germany's relatively low position, it is important
to remember that tiie size of the German active-duty force is limited by
postwar treaties.

An examination of the trends reveals a 28 percent decline in the US share
between 1971 and 1979, followed by a small increase (of around 3 percent)
between 1979 and 1983—resulting in a 25 percent net decline for 1971-83.

The weighted average percentage for all of the non-US NATO nations combined
fell approximately 10 percent between 1971 and 1975, but since the mid-1970s
has remained generally level. The figures for Japan follow a pattern similar
to that of the non-US NATO allies.

The United Kingdom's 24 percent decline is largely due to a draw-

down in British forces outside of Europe during the late 1960s and
early 1970s, whereas Portugal's sharp decrease--which caused its ranking
to fall from first in 1271 to ninth in 1982--can be attributed to its
massive withdrawal from Africa during the early 1970s.

Active~Duty Military and Civilian Manpower and Committed Reserves as a
Percentage of Population (Chart 11-18). The results change considerably
Tor several nations when reserve manpower is included in the calculation.
By this measure, Norway and Denmark rank first and seventh (with percentages
of 5.8 and 2.2, respectively), as against fourth and tenth if only active
manpower is considered.

Output-Oriented Indicators (Ground, Naval and Air Forces)

To expand the focus of our review of US and allied efforts, the following
material portrays selected output-oriented indicators of ground, naval and
air forces.

It is important to emphasize that there sre not single, comprehensive

output indicators that fully reflect all of the factors that constitute
militaxry capability. The material presented here is intended to provide

a thumbnail sketch of each country's force contributions by highlighting a
fow key static indicators that are widely accepted within the defense analysis
comunity. The data used for these displays are based largely on US estimates
and incorporate country responses to the NATO Defense Planning Questionnaire
for those nations that participate in NATO's coordinated defense planning

process.
Ground Forces

Armored Division Equivalents (ADE). The ADE is a relative measure of
effectiveness of ground forces based on quantity and quality of major weapons.
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CHART II-18

MILITARY AND CIVILIAN MANPOWER
AND COMMITTED RESERVES
AS A PERCENT OF POPULATION
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This measure is an improvement over simple counts of combat units and
weapons; however, it does not take into account such factors as ammunition
availability, logistical support, training, communications and morale. At
the present time there is no single indicator that incorporates these
additional factors.

As Chart II-19 shows, the non-US nations combined account for 61 percent
of the ADEs of the NATO members and Japan while the United States supplies the
remaining. The allied contribution drops to 58 percent if Japan is excluded.

We have also examined current' holdings of the NATO nations in two
categories of ground forces equipment--main battle tanks and artillery.

The most striking feature of this comparison is the large total volume of
equipment maintained by the non-US nations as a whole relative to the US
holdings. The holdings of all of the non-US nations cambined exceed those
of ;':he United States by roughly 34 percent for tanks and by 123 percent for
artillery.

Naval Force Tonnage

Tonnage is a static measure of aggregate fleet size. For most purposes,

it provides a more meaningful basis for comparison than do simple tallies of
ships. The uge of tonnage alone does not, however, provide any indication

of the numbers of weapons aboard ships, or of the weapons' effectiveness or
reliability. Nor does the measure take account of the less tangible ingredients
of combat effectiveness, such as personnel training and morale. Conse~

quently, tonnage data should be considered as giving only a rough indication

of naval capability. .

Chart I1-20 shows the aggregate tonnage of the US, non-US NATO, and
Japanese navies, excluding strategic missile submarines. The US con-
tribution is 63 percent, compared with 33 percent for the non-US NATO
allies and 37 percent for the non-US NATO nations and Japan.

It ehould be noted these data include for the US some tasks that

ailied navies do not customarily perform, (e.g., fleet support, sealift,
and amphibious operations). When only major surface combatants—the ship
types more closely associated with the primary roles of allied navies—are
included, the picture changes somewhat (see Chart II-21). By this measure,
the US share declines to 53 percent, compared with 41 percent for the
non~US NATO nations (and 47 percent if Jspan is included).
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An analysis of the modernization programs being undertaken by the US and
allied navies shows the amount of "old" tonnage is heavily influenced by

the aging Greek and Turkish fleets, which together contribute about one-third
of the tonnage in that subcategory. When just surface combatants are
_counted, Canada, Greece, and Turkey contribute slightly less than one half
of the nonmcdernized tonnage in the nom-US NATO fleets. That picture

should change over the next decade, however, as all three countries have
ambitious modernization programs under way.

France and Germany are also in the process of replacing those portions of
their fleets built in the 1950s and early 1960s. As a rule, the allies
tend to keep their ships--especially support, amphibious, and mine warfare
vessels--longer than the United States does, replacing them only when block
obsolescence affects several classes.

Air Force Tactical Combat Aircraft

Bach ally's share of the total number of fighter/interceptor, attack,
bomber, and tactical reconnaissance aircraft in the NATO and Japanese
inventories is shown in Chart 1I-22. Those trainer aircraft that are
considered to he combat capable are included in the equipment counts;
electronic warfare aircraft are not.

Although no single non-US nation accounts for more than 10 percent

of the NATO and Japan total, the combined holdings of these countries
represent 58 percent of the total, Excluding Japan, the non-US NATO share
drops slightly, to 54 percent.

With 45 percent of its inventory consisting of new-generation aircraft

and the remaining 55 percent camprising current-generation equipment, the
US Air Force is further along in its aircraft modernization program than
are the air forces of the other NATO members. For those countries, new-
generation aircraft constitute 18 percent of their combined aircraft
holdings, whereas current-generation models account for 67 percent and
older planes for the remaining 15 percent. That picture, too, will change
over the ccming years, as the major modernization programs now under way
within most of the allied air forces near completion. As a result, by the
mid- to late 1980s, new-generation aircraft will constitute a sizable
‘ghare of the allied inventory with few or no older-model planes remaining.

ALLIED PERFORMANCE IN ACHIEVING NATO'S THREE PERCENT REAL GROWTH GOAL

The following paragraphs address the Congress' request for estimates

of the rate of real growth in defense spending achieved by each of the NATO
allies in recent years. Table II-23 presents country-by-country estimates
of the percentage change in real defense spending for 1981 through 1985.
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Six of the NATO allies~-Canada, France, Germany, Greece, Luxembourq,

and the Netherlands--had increases in the region of 3 percent or more in
1981, while Norway came close with a 2.7 percent increase. (NATO interprets
*in the region of three percent" as being an increase of 2.8 percent or
greater.) Six nations reported such increases in 1982: Canada, Italy,
Luxembourg, Norway, Turkey, and the United Kingdom. Four nations--Canada,
Luxembourg, Norway, and Spain--were in the three percent range in 1983.

Preliminary estimates for 1984 indicate that eight or nine
countries--Belgium, Canada, Greece, Italy, Luxembourg, the Netherlands,
Turkey, the United Kingdom and possibly Norway—-achieved increases in
the 3 percent range.

Two points are worthy of upecial emphasis. First, it should be noted that
for two of the four years surveyed here (1981 and 1984) the non-US NATO
- allies as a group achieved, or are tentatively projected to achieve, increases
in the vicinity of 3 percent. Second, although the real increases in US
spending exceed the average growth rates of allied defense programs over
the 1981~-85 pericd, the high US growth rates in recent years reflect in
part an effort to compensate for the real decreases and low growth rates we
experienced during most of the 1970s, when our allies were achieving steady
real increases. Accordingly, US cumilative real defense spending for the
esrly 19708 through the mid-1980s was the same amount it would have been if
U8 defensze spending had declined by a unifiorm annual rate of roughly 1 to 2
percent each year during that period. A comparable computation for the
non-US allies results in a uniform annual rate of plus 2 percent,
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CHART II-23

GROWTH !N TOTAL DEFENSE SPENDING
OF NATO COUNTRIES

(PERCENT CHANGE FROM PREVIOUS YEAR IN CONSTANT PRICES)
(EXCLUDING INFLATION)

1984
1981 1982 1983 (EST)
BELGIUM 0.9 -3.3 -1.2 3.1
CANADA 3.1 4.9 6.9 6.0
DENMARK 0.6 -0.3 0.8 -0.6
FRANCE 3.9¢/ 1.4%/ 1.5/ ~1.13/
GERMANY 3.2 -0.9 0.9 0.2/0.9
GREECE 22.8 -1.0 -8.2 8.2
- ITALY -0.5 3.1 25 4.0/7.2
- LUXEMBOURG 4.8 3.9 3.5 3.1
NETHERLANDS 4.2 1.6 0.3 4.7
NORWAY 2.7 4.1 4.0 1.0/3.5
PORTUGAL 1.2 0.6 -2.5 -5.7/-2.6
SPAIN 1.1 2.3 4.2°/ NA
TURKEY 1.8 4.6 -4.4 3.2
UNITED KINGDOM 14 6.0 0.5 6.7
UNITED STATES 4.7 7.6 7.4 4.8
NON-US TOTAL"
EXCLUDING SPAIN 29 2.3 1.1 2.7/3.3
INCLUDING SPAIN 2.8 2.3 1.2
NATO TOTAL®
EXCLUDING SPAIN 4.1 5.8 5.3 4.2/4.3
INCLUDING SPAIN 4.0 5.7 5.3

NOTES: THE SPENDING TOTALS FROM WHICH THESE FIGURES WERE DERIVED REFLECT NATO'S
DEFINITION OF DEFENSE SPENDING AMD ARE THE BEST ESTIMATES THAT CAN BE MADE ON THE
. BASIS OF INFORMATION NOW AVAILABLE.

NATIONAL FISCAL YEARS CORRESPOND TO CALENCAR YEARS EXCEPT FOR THOSE OF CANADA
AND THE UNITED KINGDOM, WHICH RUN FROM APRIL TO MARCH. AND THE UNITED STATES.
WHICH BEGINS iTS FISCAL YEARS IN OCTOBER. TURKISH DATA THROUGH 1381 ARE BASED ON A
MARCH-FEBRUARY FISCAL YEAR: IN 1983. TURKEY CONVERTED TO A JANUARY-DECEMBER FISCAL
YEAR.

D00 ESTIMATE.
. DWEIGHTED AVERAGE GROWTH KATES DEVELOPED USING CONSTANT 1983 PRICES AND 1943
" ERULHANGE RATES.
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III. EFFORTS TO ELIMINATE DISPARITIES AND TO IMPROVE ALLIED PERFORMANCE

In May 1984, NATO Defense Ministers adopted NATO force goals for the
six-year period, 1985-90. If fully implemented, these NATO force goals

“will not only improve Alliance conventional defense capabilities, but they

will enhance allied burdensharing performance. The communiques from the
meetings of Defense Ministers in both May and December 1984 contained
forceful language in support of commitments to Alliance solidarity and
conventional defense improvements. The December communique announced a
substantial increase in NATO common infrastructure funding (with special
erphasis on facilities for US tactical reinforcing aircraft), sustain-
ability (for example, commitments to increase war reserve stocks of
amunition and missiles), and adoption of force goals which are compensatory
measures for possible US out-of-area operations. In addition, in December
1984, Defense Ministers called for an Alliance effort to improve conventional

- defense capabilities and mandated the Secretary General and the DPC

Permanent Representatives to come forward with proposals for this effort,

During 1984, NATO was seized with several matters relating directly

to burdensharing. NATO continued to follow through on its 1979 dual-track
decision on LRINF, which was a signal burdensharing success for the
hAlliance. MATO {nfrastructure facilities for LRINF units were constructed
and the initial GLOM units were deployed. In light of these positive

- developments, the alllies turned their attention toward the need to improve

NRTO's conwentional defense =osture,

NATG also continued to make progress on two major initiatives relating

te NATO burdensharing: “emerging technologies® and *"compensatory measures

for out-of-area deployments,”

Also in Spring 1984, the Executive Working Growp (B4G) completed its
Becond Annual Report on the "Coordination of NATO Defense Planning (CDP)."
This Report included follow-up developments in four of the six key areas
for Ministerial attention which were contained in the 1983 CDP Report, and
focuséd on "EBlectronic Warfare (EW)™, “Identification Friend or Foe (IFF)",
agl "Iogistics Plamning in support of the Rapid Reinforcement Plan

(RRP)", as areas which require high-level attention in all NATO nations,
in oxder v improve NATO's conventional defenses.

BURDENSHARING AND NATO DEFENSE PLANNING

Anhually, each allied nation submits a reply to the MATO Defense Planning

Questionnaire {D¥Q) which covers its five-year deferise plan, The content

of the D€ itself is reviewed annually, and the US has continually pressed
for the DPQ to call for an increasingly detailed and revealing report of

. both the inputs and the outputs related to allied defense efforts.
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Upon the receipt of aliied replies to the DPQ, which are due on 31 July of
each year, the US Mission to NATO, in coordination with the US Delegation
to the Military Committee (USDEIMC), assesses each nation's efforts ard
proposes an appropriate approach for the US to take during the Defense
Review Committee (DRC) multilateral reviews of national defense plans.
These multilateral reviews offer significant opportunities £o infiuence
allied burdensharing performance. Following the Defense Review, the DRC
prepares a General Report on Defense for Ministers, which is a useful
vehicle for calling attention to the need for greater effort by all NATO
nations.

In the spring of each even-numbered year, NATO adopts a new set of

force goals, which are formal targets for improvement of militarv forces
committed to the Alliance. These force goals are drawn from draft force
proposals prepared for each member nation (less France, Spain, and Iceland)
by the Major NATO Camnanders (MNCs) and approved by the NATO Military
Committee. The Defense Review Committee conducts muitilateral examinations
of the set of proposals for each individual nation and forwards tne
resulting set of draft force goals to the Permanent Representatives who
then formally adopt thew on behalf of Ministers as national planning
objectives.

In Spring 1984, Defense Ministers adopted WAIO force goals for the

period 1985-90, although these force goals -~ and they are "goals." not
commitments -~ Jo not seck all of the force improvements that the MNC's
would like to have the NATO nations provide. ‘the force goal packages for
each nation normally call for each nation to provide annual real defense
spending increases "in the regicn of three percent or more." If nations
accomplish these NATO force goals, allied burdensharing will be improved.

In Avtumn 1984, Defense Ministers adorted a supplemental set of force

guals to conpensate for possible US force deployments to Southwest Asia.

This was an impertant step forward in Alliance defense planning and in NATO
burdensharing. These supplemental goals are only a first step, however.

Most of ihe supplemental force goals call for ressibility studies with a
completion date of end-1985, in order to identify specific measures to achieve
reccmnended improvements. The task then remains to anchor those measures

in national defense plans and to expedite their actual implementation.

NUCLEAR PLANNING GROUP.  The NATO Nuclear Planning Group (NPG) includes

the Defense Ministers of all Alliance countries, less France and Iceland. In
their semiannual meetings, NPG Ministers have called attention to the import-—
ance of sharing the risks and costs of maintaining Alliance nuclear deterrent
forces. Furthermore, Ministers have reaffirmed the need to maintain deterrent
forces whose delivery systems and warheads are survivahle, responsive and
effective. NPG communiques and other NATO documents reflect this attention.
On a permanent basis, the NPG is represented in NATO ileadquarters by the

NPG Staff Group which peiforms the day-te~day work of NPG Ministers, including
work on documents and reports designed to enhance the understanding by allied
aovernments and their publics of the necessity to share the risks and costs of
maintaining the nuclear deterrent.
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The continuing implementation of the December 12, 1979 dual-track
decision is perhaps the most obvious example of the willingness of NATO
nations to share the considerable political costs as well as the military

. risks associated with the mcdernization of NATO's LRINF forces. In
particular, the governments of basing countries have been subjected to
intense political pressure from elements of their own publics as well as
from foreign governments and peace groups to alter their support for
deployment absent a concrete negotiated result obviating the need for
guch deployment. Without the steadfast suppo.. of these governments in
particular, deployments would not have been possible.

COMMONLY-FUNDED PROGRAMS

In NATO, common funding and cost-sharing in various multinational

forums go hand~in-hand with the broadest possible cooperation for common
defense. The long adopted theme of one country, one vote (despite unequal
cost-shares) is the basis for unanimous agreements for common funding by
the whole membership. With few exceptions, this common funding theme
applies to the NATO Infrastructure Program, the program for Operations and
Maintenance (O&M) of the NATO Military Headquarters, agencies, and military
common ugse facilities, and the NATO Civil Budget for OsM of the NATO
Headquarters, the NATO building and civil programs.

In the early 1950's, political decisions which established the widely

varying NATO country cost-shares of the common funding programs were heavily
influenced hy economiic indications of the comparative abilities of the nations
to contribute. More recently, our allies have increased their contributions
to such programs oveyond their proportion of NATO's GNP {(or GDP) in recognition
of greater US expendituras on other defense programs.

Infrastructure Program. The infrastructure program finances the capital

costs of commonly funded and standardized military facilities for wartime
conwon use, for joint use by two or more countries, or by NATO-committed
forces of one country, The facilities produced by this program, since 1950,
are the most tapgible evidence of MATO cwoperation., Its benefits, in addition
to the security agspects, are further shared by all participating countries in
terms of actual use by their forces, economic gains from their presence and
operations, and commercially through competition for the labor-intensive
construction wrk and the high value communications-electronic equipment

s contracts involved,

Originally the US share was over 43 percent. At present, the US share

. is about 28 percent and 12 other countries provide the remaining 72 percent.
However, France joins in funding air defense projects, and the US share is
then about 24 percent with the other allies paying the remaining 76 percent.
The country ogst-sharing = rcentages are normally reaffirmed or adjusted
every five or six years when NATO Defense Ministers decide upon multiyear
program levels. ‘
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For the five year cost sharing period 1980-1984, the nations initially

agreed to a fund ceiling of one billion infrastructure accounting units (IAU)
which represented about two-thirds of the total identified requirement. 1In
1980, the IAU was valued at $4.71. Subsequently, the allies agreed to an
additional IAU 74 million to.cover the construction costs of the GLM deploy-
ment. In 1983, another IAU 150 million was added to the program to accommodate
some of the large backlog of unfunded requirements. Coupled with the French
contribution of IAU 19 million, the total for the period reached IAU 1.243
billion. In spite of these additions, many infrastructure requirements
remained unprogrammed, partially due to the effects of inflation.

In December 1984, the NATO nations agreed on a new six year (1985-

1990) infrastructure ceiling of IAU 3.0 billion. Although this fell some-
what short of the US goal of IAU 3.8B, it nonetheless represented a
significant increase in funding for this important program - about 55 per-
cent in real terms over the previous period. Many other nations also
supported the higher ceiling but believed that NAT) could not, initially,
implement more thaa IAU 3.0B of construction. Our agreement to the lower
funding level was given in return for an agreement to review the program
in 1987-88 to determine if implementation has improved enough to warrant
an increase in infrastructure funds. While our cost share has remained
unrder 28 percent, the IAU is now valued at $2.35 due to the strong dollar
in Burope which makes our participation in the program even more favorable.

Within this substantially larger program, most higher priority US infra-
structure requirements can be satisfied to include: essential airfield
facilities for US reinforcement aircraft; shelters for reinforcement aircraft;
oxmpletion of the PATRIOT missile deployment; construction of fuel storage
and distribution facilities in Iceland; storage and airfield facilities

in Norway to support a US Marine Amphibious brigade; storage requirements
associated with the US/FRG wartime host nation support agreement; and
facilities for US combat helicopters.

Milivary Budget. The second common funding category, for recurring
operations and maintenance (O&M), covers cost-sharing for the International
Hilitary Headquarters and agencies as well as peactime OsM utilization

costs of certain infrastructure-built systems and facilities (communication,
POL Pipeline, War Headquarters, etc.), which are totally for NATO common

use. The US share of this NATO military budget is currently about $100M
yesrly, It is important to note, however, that most infrastructure-built
facilities are for the use of one or more NATO country's committed forces.
Each uging country pays unilaterally for all such O&M costs for each facility.

Civil Budget. The NATO civil budget provides for the O8M costs of

the NMO Headquarters building in Brussels, Belgium, its civilian personnel,
and a few NATO nonmilitary activities. Th'. program is financed €rom
nondefense budgets by all NATO countries. The current US share of 23.4
percent is budigeted by the Department of State. The total civil budget

was about $62M in 1982.

MATO Science Program. The NATO Science Program is a jointly-funded
program which promotes scientific cesearch through grants and fellowships
o scientists from Alliance nations. The research is generally in a hard
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science. One element of the program, "Science for Stability," is designed
to fund lower-technology prcjects in the Southern Region of the

Alliance. These funds go generally to Greece, Turkey, and Portugal. With
the entry of Spain into the Alliance, some funds may be spent there. The
aim of the science activities is more to promote a bond among Alliance
members and to exchange information, than to do research at the cutting edge
of any particular technology. The cost of the Science Program is approxi-
mately $12 million and the "Science for Stability" Program has a budget

of about $2 million.

Von Karman Institute (VKI). The VKI is a post-graduate research center

1in fluid dynamics. It 1s located in Waterloo, Belgium, and has an inter-
national reputation as a research center in that field. It is funded by 13
menbers of the Alliance and has a staff of students and instructors nominated
by the supporting member nations. The US share ($250,000) is contributed in
its entirety by the US Air Force. The Air Force is very interested in the
programs of the Institute and in continuation of its contribution.

All categories of NATO cost-sharing have served the US well., While total

US defense expenditures continue to exceed those of all the other NATO countries
together, the US contribution to all of the common funding programs (i.e.,
infrastructure, military budget, civil budget) averages less than 30 percent.

Other Commonly-Funded Programs. There have been numerous other NATO
cooperatively-financed joint ventures. Their contributions vary and
" involve only those countries which have special reasons to participate
and share the costs. These include consortia financing programs, which
usually involve coproduction or joint service ventures. They are developed
by the participating countries and appropriately endorsed by NATO.
Country inputs equate directly to the products for its benefit that each
ocountry expecta. This consortium approach has been used: (a) to procure,
store and distribute spares, replacement components and supplies, and (b)
to operate installations that serve only directly participating/paying
ocountries (examples: NATO Maintenance and Supply Agency (NAMSA) in Luxembourg,
and the NATO HMWR Production and Logistics Organization (NHPLO) in Paris,
France), Special innovations are adopted for special projects, like the
multicountry funding of both capital costs and OsM costs for the NATO
~ Airborne Early Warning and Control System (AEW&CS). Since the cost-sharing
percentages of ocountry contributions to such ventures are different from
those established for common funding programs, they are administered as
separate entities.

ARMAMENTS COOPERATION

Our armaments cooperation activities focus on equitable burdensharing
with Alliance and other countries with wham we share security interests.
Since 1957, when initial agreement was achieved on NATO coproduction
proarams, there have been over 200 activities in the form of bilateral
and multilateral codevelopment, coprocduction, and licensed production
projects; Memoranda of Understanding and Family of Weapons projects; dual-
production and industry-to-industry efforts; and outright weapons sales.
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The broad infrastructure for cooperation continues to expand as more
industry~-to-industry relationships are developed. The Multiple-Launch
Rocket System (MIRS) is an example of a US system with early European
involvement. The AV-8B Harrier is an example of a European system with US
industrial team arrangements for coproduction. The three nation Rolling
Airframe Missile (RAM) and the four nation terminal guidance warhead for the
MLRS program are examples of cooperative developments involving technology
exchanges of advanced technologies.

Significant improvements have been made in NATO's air defense coverage
through a joint effort with the Congress. Innovative agreements have been
signed with Germany ic: acquisition of the PATRIOT air defense system and
point defense of airfields with the European ROLAND system. The Netherlands
and the US have entered into a similar innovative cooperative arrangement
for The Netherlands' PATRIOT. Discussions with Belgium are now underway

as well. This will result in enhanced effectiveness and interoperability
in NATO's air defense.

The Emerging Technologies Initiative, now endorsed by all NATO Ministers,
offers a cogent demonstration of our determination to increase NATO's
conventional defense capabilities through armaments cooperation. This
initiative focuses on near-term efforts to field military equipment which
would make a substantial difference in the ability of alliance forces to
repel an aggressor. A key feature of the Emerging Technologies Initiative
is that opportunities are provided for early entry into high-technology
programs. We must share technology to make the Emerging Technologies
Initiative succeed, but the technology that is shared must be protected
from comproamise through strengthened safequards. This initiative to
exploit emerging technologies to improve conventional defense is proceeding
in NATO. Specifically, it will focus Alliance resources on an initial
small number of programs endorsed by NATO, Additional candidate programs
have been proposed by both the US and IEPG nations and are currently

wder review., This NATO-wide effort is expected to provide significant
conventional capabilities within this decade, e.g., in forward defense,
.ttack of follow-on forces, counterair, C3I, and Cj oocuntermeasures .

We are also actively pursuing cooperation with Japan and other allied

and friendly nations on a bilateral basis. Our focus is upon defined forces
and missions which meet US and allied objectives collectively. We are working
to understand both of our needs in order to most effectively use the resources
of all, Last year, we negotiated an agreement with Japan to facilitate the
flow of their technology to the US with the aim of utilizing it to meet our
‘Ttual broad-based defense mission needs. We have made continued progress

in establishing balanced armaments cooperation with Japan, The Defense
Science Board (DSB) has conducted an assessment of the potential and means

for enhancing and intensive assessment of two critical technological

areas to determine whether increased US-Japan cooperation in these selected
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areas would be in the mutual interest of the US and Japan.- The Defense
Policy Advisory Committee on Trade (DPACT) is preparing an assessment of
increased armaments cooperation from the perspectives of both trade and
defense. These efforts are focused within the DoD to ensure our overall
program of armaments cooperation is balanced and in our national interest.

On an individual basis many of these armaments cooperation projects can

be considered successful as they have achieved a measure of standardization
and interoperability and an exchange and infusion of technology into weapons
systems that has enhanced Alliance capabilities. But NATO's cooperative
efforts to date have not produced that degree of weapons modernization and
interoperability, equipment availability and combat readiness needed to off-
set the numerical superiority and increasing sophistication of the Warsaw
Pact forces, nor enough combat sustainability to enable NATO's conventional
forces to resist a Warsaw Pact attack for more than a limited time.

Cooperative acquisition of armaments, through equitable burdensharing,

is a key element of efforts to increase the conventional capabilities of the
Alliance. Armaments cooperation can enhance NATO's industrial base by
advancing technology and high-technology skills of the labor force. This
cpportunity will provide tangible incentives for the Europeans to modernize
their conventional force capabilities. We must act, and the Europeans must
act, to make armaments cocperation possible. A recent DSB study of industry-
to-industry armaments cooperation found that cooperation is possible — much

of the regional industrial infrastructure is already in place — but clear,
unambiguous and oconsistent government support for arms cooperation is essential.

INFORMATION PROGRAM

The US Mission to NATO (USNATC) and American Enbassies in NATO capitals
conduct. active Public Information Programs in support of US Government
political and security objectives. Senior Foreign Service officers, in-
cluding the Ambassador, meet regularly with European and American news
correspondents. They give public presentations and participate in seminars
and symposiums on defense issues throughout Western Burope and the US. Each
year USNATO sponsors two major "Regional® seminars, which include opinion
leaders from throughout Western Burope and the US, on the most urgent
security issues of the day. Regular "Euronet™ satellite press conferences
on defense and foreign policy themes are offered to the large International
. Press Corps in Brussels. The USNATO Ambassador and senior USNATO officers
: brief 35-to-40 groups of Furopean opinion leaders invited to NATO Headquarters
. each year. This briefing program is managed jointly by USIA, USNATO and US
.- Armed Forces Public Affairs Offices throughout Burope, in collaboration with
: US Bebassies in fifteen NATO Capitals. In addition, USNATO officers explain
the Buropean~hmerican defense relationship to thousands of official and non-
official visitors to NATO Headparters annually, Other US Bmbassies in
NATO capitals and Tokyo conduct similar programs.
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BURDEMSHARING AND THE NATO MILITARY AUTHORITIES

The US Delegation to the Military Committee (USDEIMC) represents the

Joint Chiefs of Staff at NATO Headquarters, and the US Military Representative
to the Military Camittee (USMILREP) heads the USDEIMC. As is the case for
USNATO, USDEIMC deals with the allies on a multilateral basis and is also
involved in the burdensharing issue on many fronts.

Much of the work of the Military Committee parallels that of the North
Atlantic Council and the Defense Planning Committee. Regular formal and
informal meetings of Allied MILREPS, annual appraisals of allied military
capabilities and performance and force proposals provide opportunities to
deal with burdensharing issues.

CIVIL EMERGENCY PLANNING

Civil emergency planning efforts continued during 1984, based on the

agreed methodelogy for planning for reception and onward movement of rein—
forcements, in the area of obtaining civil support for SACFUR's Rapid
Reinforcement Plan (RRP). Important elements include planning for essential
improvements to reception facilities, and obtaining waivers to national
legislation regarding the movement of hazardous goods.

Specific goals have been set and agreed to by European nations for the
provision of civil passenger and cargo aircraft. There is only a minor
shortfall in meeting these goals which for the most part can be attributed
to fluctuations in the European airline industry.

4A11 merchant shipping has been committed to NATO by member nations and
of these approximately 600 have been identified specifically to support
the Rapid Reinforcement Plan (RRP).

The shortfall in ammunition war reserve stocks has been highlighted by
RATO befense Ministers as one of the most serious deficiencies in the
Alliance capability to fight a conventional war. In this connection, the
‘Industrial Planning Commnittee (IPC), a subgroup of the SCEPC, will issue
(in early 1985) an in-depth analysis of national capabilities to surge and
to mobilize production of certain types of ammunition and missiles. The
study should be useful to military planners in determining how to eliminate
the present shortfall and to lmprove sustainability.

The Joint Civil Military Medical Group (JOMG), a subgroup of the Civil

Defense Camnittee (C0C) (which is a subgroup of the SCEPC), continues its

studies on various aspects of civil/military medicine to pramote better civil

- support for the military in the areas of disaster relief, preventive medicine,
mass casualty assistance, training, and population movement,
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HOST NATION SUPFORT (HNS)

Progress continues to be made in refining logistic support arrangements,
policies and procedures. USEUCIM Logistics Coordination Cells are currently
operative in the UK, Belgium, Luxembourg, The Netherlands, Italy and Norway.
Host Nation and Sending Nation Agreements are reviewed and refined and
multinational planning is continually improving.

Implementation of the German Wartime Host Nation Support (WHNS) Agree—

ment of April 15, 1982 continues. Following activation of several small
units to support US Forces in Europe in 1983, the German Army has activated,
during 1984, 22 German Bundeswehr reserve units dedicated to providing
logistic support to US units. These units include: one transport battalion,
one NBC defense battalion, one maintenance and service company, two security
companies, two escort batteries and fifteen security platoons. The German
Air Force has activated support elements for eight collocated operation
bases (C0Bs) as well as eigut airfield damage repair (ADR) squadrens. Addi-
tional units will be activated in 1985 as suitable facilities for equipment
"holding units became available. Implementation of the program to ultimately
attain a German Bundeswehr reserve force of approximately 93,000 individuals
to perform wartime critical) logistics functions continues on schedule, In
addition, technical agreements between Germany and the US for the provision
of military support as well as support from German civilian resources are in
the final stages of negotiation and are expected to be concluded in 1985.

Concurrent with the continuing implementation of the US-Getman WHNS Agreement,
efforts on the part of USEUOM to formalize host nation support requirements
and plans with various nations in the NATO Southern and Northern Regions
continue and are at varjous stages of completion ranging from preliminary
negotiations to identifying specific needs of US forces to the completion

- of general agreements. In some instances, political considerations preclude
discussion of loglstics support arrangements at this time.

JAPANESE PERFCFMANCE TOWARD ACHIEVING SELF-DEFENSE ( INCLUDING SEA-LANES TO
izﬂﬁﬁ MILES)

Although the 1983~1987 Mid Term Defense Plan (MTDP) was designed to
accomplish only the minimum force level requirements of Japan's 1976 National
Defense Program Qutline (NDPO) which was formulated prior to the formal
assuption of the 1981 sea-lane defense mission, accomplishment of the
- NDFO standards would significantly increase the territorial, air, and sea-
lane defense capabilities of the Self-Defense Forces. During 1984, the
Defense Agency announced that the MTDP would not reach its goals and began
to plan the follow-oxi 1986~1990 program. This formulation will continue
until mid-1985.
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At present Japan's Self-Defense Forces include:

a. 13 Ground Self-Defense Force divisions, which are increasingly
exercising and becoming interoperable with US Army and Marine Corps units;

b. more than 50 destroyer-type vessels, the first squadrons of co-
produced P-3C aircraft, and submarines. Some ships and aircraft participated
in the multinational Exercise RIMPAC near Hawaii and in increasingly
sophisticated exercises with the US Seventh Fleet in waters closer to

Japan;

¢. more than 300 interceptor and support aircraft, including the
first squadrons of co-produced F-15s which are interoperable with front
line units of the US Air Force.

If all of these Japanese forces were sustainable in combat, which they
presently are not, Japan's deterrent capability would be extremely
significant, particularly due to their stationing so close to the major
Soviet naval and air bases in Northeast Asia.

Although the need for improvements in the quality of the ground forces
and in both quality and quantity of maritime and air inventories are
recognized by Japanese defense experts, the Defense Agency is wisely
attempting to make its present equipment more useful by giving emphasis
to sustainability items at the same time it is bringing force levels up
to higher standards. In the Cabinet approved budget for 1985, sustain-
ability funding is increased by 28% over 1984 and if this trend continues
in the new 1986-1990 MTDP, there will be a quantum jump in the self-
defense capability of Japan's forces including its sea-lane capability.

The Soviet Union seemed to acknowledge the increasing credibility of
Japanese-American defense cooperation in 1984 by conducting three press
conferences in Tokyo specifically to criticize Japan's allowing TOMAHAIWK
- = capable US ships to call at Japanese ports, the deployment of two
squadrons of US F-16s at Misawa Air Base in Northern Jzpan from 1985-1987,
~ the support costs of which are being funded significantly by the Japanese
~ Govermment, and by Japan's policy of defending its sea-lanes to 1,000 miles.

Should Japan's self-defense capability continue to progress to attain

the full capzbilities to meet the goals which Japan set in 1981 as a

part of a division of defense responsibilities with the US -- goals which
Prime Minister Nakasone's support have made more credible -~ and if the US
continues to fulfill its strategic roles also clarified in 1981, the
camplications for Soviet planning in the Far East will increase, thereby
significantly enhancing local Japanese security and regional deterrent
stability in the Western Pacific,
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APPENDIX A
ADDITIONAIL BURDENSHARING DATA

This appendix provides a detailed comparison of US and allied efforts for
the following burdensharing indicators: gross domestic product (GDP),
population, per capita GDP, per capita defense spending, and defense
spending by resource category. Also included are tabular breakouts for
all of the major burdensharing indicators discussed in Chapter II and

this appendix.

This material supplements and should be examined in conjunction with
the "Burdensharing Measures and Pzrformance" section of Chapter II.

Gross Domestic Product {GDP)

Charts A-1 and A-2 show the total GDP of each of the NATO nations and

Japan along with each nation's share of the NATO and Japan total. GDP re-
flects the total value of all goods and services produced within the national
borders of a country in a given year and, thus, is a good indicator of the
magnitude and rate of growth of a country's econcmy.

The magnitude of GDP varies greatly among the nations surveyed
ranging in 1933 from $3 billion for Luxembourg to $3.3 trillion for the

. United States. As a percentage of the NATO and Japan total, the US share
amounted to 44 percent in 1983-—a decline of about two percentage points
from the level of the early 1970s. 1/

The US share of GDP is substantially greater than that of any other
nation. Japan, the second-ranking nation, accounts for only 16 percent
of the total and Germany, the third in rank, for 9 percent.

Among the non-US NATO nations, Germany, France, and to a lesser degree,

the United Kingdom dominate the field, with Italy following close behind.
Canada, Spain, the Netherlands and Belgium are clustered somewhat further
~down the scale, with shares in the 1 to 4 percent ramge, while the remaining
six NATO nations (Denmark, Turkey, Norway, Greece, Portugal, and Luxembourg)
account, individually, for less than 1 percent of the total and as a group,
- for only 3 percent.

An examination of real GDP growth provides some interesting insights

into economic activity during the past decade. Between 1971 and 1983, US
real GDP grew by 37 percent, compared with around 33 percent for the
non-US NATO nations and an impressive 74 percent for Japan. Among the
non-US NATO nations, three oountries-—Turkey, Portugal, and Norway--achieved
growth rates of higher than 50 percent, while the United Kingdom, with a
23 perxcent increase, lagged behind all the nations. Denmark and Germany--
«ountries that are typically perceived from this side of the Atlantic as
having highly prosperous economies--managed real increases for 1971-83

of less than 30 percent, placing them close to last on the basis of GDP
real growth during the 1970s and early 1980s.

1/ All share figures were computed using constant 1983 prices and 1983
exchange rates.
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CHART A-~1
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Population

Charts A-3 and A-4 compare the mid-year population size of the

various nations and, thus, provide an indication of the human resources
available to each. Populaticn counts are retevant to defense burdensharing
analyses for two reasons. On the one hand, they give a rough indication

0f the size of the pool from which a nation must draw its defense manpower.
From this standpoint, a large and fast growing population would be a positive
sign. On the other hand, they indicate the extent to which defense may have
to compete with civil programs for fiscal rescurces. By that standard, a
large ard growing population could mean additional requirements for those
government services and consumer goods that caompete with defense for tax-
payers' dollars and for industrial cap-city.

The results for this indicator exhibit many of the same general patterns

as those for GDP. As with GDP, this measure varies widely across nations,

the range in 1983 extending from 0.4 million for Luxembourg to 234 million for
the United States.

The US figure translates to 31.4 percent of the NATC and Japan total—-
roughly double the 15.9 percent share of Japan, the second most heavily
populated country. Gemmany, which ranks third, supplies 8.2 percent of
the total and is followed closely by Italy, the United Kingdom, and France,
.which account for 7.6 percent, 7.5 percent, and 7.3 percent, respectively.

Although the total percentage change in population growth between 1971
and 1983 varies from +0.2 percent for Germany to +32 percent for Turkey,
thore have been no dramatic changes in national shares of the total over
tis 13~year period.

Per Caplta Gross Domestic Product

Per capita DP (total GDP divided by total population) is a widely
accepted measure of economic development and standard of living. This
indicator recognizes that although a nation's total GDP may be relatively
large and rapidly growing, if its population is also large and fast growing
it may not be able to generate sufficient national income to provide for
the needs of the populsce.

A review of the Lrends {Charts A-S and A-%) reveals a fairly clear-cut
distinction betweer, the “haves" and the "have-nots,® or perhaps more

_accurately, ihe “have lessas.” Most of the Northern and Central Region

- nations ae clustered relativeliy clos» together at the top of the range,
with pe. capita QDbs from $9,000 to $14,000.

Among the tip-ranking countries for this irdicator, the United States

places first with a per capita income of $14,022, followed by Norway, Canada,
Demwaunk, and Gevmany, with per capita incomes ranging fram $13,316 ro $10,624.
The United Kingdaa, with a per capita income of $8.078, raiks lowest of all
ths worthiem and Central Regicn nations.
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CHART A-3
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CHART A-4
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CHART A-5
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CHART A-6
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NATO's Southern Region members occupy the bottom rungs of 'the Alliance's
per capita GDP ladder. Per capita national income among these nations
ranges from $6,209 for Italy (twelfth among the countries) down to $1,033
for Turkey (last in the Alliance).

Between 1971 and 1983, the greatest increases in per capita GDP were
achieved by Japan, Norway, and Portugal (55 percent, 51 percent, and 39
percent, respectively). The United States, the Netherlands, and the United
Kingdom, with increases of 20.8 percent, 21.2 percent, and 22 percent,
respectively, showed the smallest improvement.

Total Defense Spending Per Capita

This indicator relates a nation's defense spending to its population

size. Although widely used, the measure is difficult to interpret and
subject to misunderstanding. Whereas total population may be a good

basis for comparing manpowei contributions, it is not immediately obvious

- why it should be a reasonable basis for determining whether nations' total
defense contributions are equitabie. That is, a nation with a large population
may not necessarily have more funds to devote to defense than does a
country with a smaller population., For example, Turkey's GDP is roughly
equal to Norway's, but its total defense spending is about one-and-a-half
times greater (Chart A-6). Yet, because its population is more than ten
times larvger than Norway's, Turkey appears (on the basis of the per capita
defense spending measure) to be making a substantially smaller contribution
than is its northern flank ally,

Total Defenge Spending by Resource Category 2/

Charts A-7 through A-10 show how the United States and its allies allocate

their defense spending among major resiurce categories, such as personnel,

procurement of major equipment and ammunition, and research and developmest
(RsE). The data represent actual or estimated outlays, adjusted to con-

form to a definition agread to by NATO on what is to be included in each

- resource category.

- Charts A-7 and A-8 compare the trends for the group of non-US NATO
naticns with those for the United States. The figures given for the allied
nations exclude France, Greece, Japan, Luxembourg, Spain and Turkey, for which

2/ This section addresses trends through 1983. Information available on
allied spending by resource category for 1984 and beyond is not sufficiently
refined to enable us to provide firm figures for those years. Rased on
preliminary data, we are inclined to believe that the patterns exhibited

in prior years will not change drastically during 1984 and 1985.
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CHART A-7
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CHART A-8

US AND NON-US NATC SPENDING FOR
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comparable data were not readily available for all years, The term "capital®
expenditure, as used below, covers RDT&E, procurement of major equipment

and ammunition, and construction of facilities, including NATO infrastruc-
ture.

Since the mid-1970s most of the allies have been allocating a growing

share of their defense spending to capital expenditures, thereby reversing
a downward pattern that existed during the late 1960s and early 1970s.

The share allocated to capital by the non-US NATO nations as a group
declined from 30 percent in 1967 to 23 percent in 1971, and then increased
to 32 percent during the early 1980s (Chart A-7). A similar pattern is
exhibited for procurement of major equipment and ammunition--the largest
component of capital ewpenditures., This category declined from 19 percent
in 1967 to 14 percent in 1971, and then gradually increased to 21 percent
in 1980, 22 percent in 1981 and 1982, and 23 percent in 1983. By contrast
the US capital percentage fell from around 40 percent in 1968 to 30 per-
cent in 1975, reflecting in part the Southeast Asia phasedown. The share
“remained in the neighborhood of 30 percent during 1975~78 and then moved
upward to 36 percent between 1979 and 1983, US spending for major equipment
and amwmition followed a comparable trend, declining from 30 percent to 18
parcent between 1968 and 1975, holding steady at about 18 percent of total
expenditures between during 1975-78 and increasing to 25 percent in 1983,

The allied perscnnel percentage (which includes military and civilian

pay and allowances and military pensions) increased fram around 45 percent
in 1867 to 54 percent in 1974, but has declined to 45 percent since then
{Chart A-8). The personnel share of US defense spending climbed from 38
percent in 1968 to S50 percent in 1973, remained on the order of 50 percent
to 52 percent during 1973-78, and then declined to 41 percent in 1983,

The allled percentage allocated to “other operating" expenditures
{which enccmpasses all operations and maintenance expenditures less
military and civilian pay allowances) dropped from one-—quarter of total
defense spending in 1967 to 21 percent in 1973, Since 1973, the share
has remained between 20 and 22 percent. US expenditures in this category
drooed from 21 percent to 17 percent of total spending between 1968 and
- 1969, held steady at around 16 percent to 18 percent between 1970 and
1974, and then gradually increased to the 23-25 percent range during the
e¢arly 1980s.

- Charts A-9 and A-10 oxpare the percentage of 1983 defense outlays
allecated to each resource category by the United States, selected allies,
and all of the allies combined (excluding, as indicated earlier, France,
Gredce, Japan, Luxemboury, Spain, and Turkey).

As Chart A-9 shows, the British lead all the NATO nations in the percentage
of total defense spending devoted to capital expenditures. The United
Kingdon allocation of about 45 percent is followed by the 36 percent for
the United States, between 25 and 35 percent for the Netherlands, Norway,
Germany, and Canada, ard voughly 18 percent to 25 percent for most of the
other nations.
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CHART A-9

PERCENT OF TOTAL DEFENSE SPENDING
ALLOCATED TO CAPITAL EXPENDITURES
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CHART A-10
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One fact that seems particularly striking is Germany's relatively low
percentage for major equipment and ammunition vis-a-vis the percentages
of the United States and the United Kingdom and several other nations.
This appears to be attributable in part to Germany's relatively greater
emphasis on labor-intensive ground forces and its relatively modest
emphasis on capital-intensive naval forces.

Canada's capital percentage figure was one of the lowest recorded

in NATO during the 1970s, reflecting years of inaction regarding major
equipment replacement needs. The picture has become brighter, however,
thanks to a long-range improvement program. Under this plan, the Canadians
have acquired or are acquiring new maritime patrol aircraft, tanks, and
combat aircraft. As a result, the capital percentage has increased from
less than 15 percent in the mid-1970s to more than 25 percent in 1983.

British spending for RDT&E has, for most years since the early 1950s,
‘been the highest or second highest in NATO as a percentage of total

defense spending.

- The share of total spending allocated to personnel ranges from around 60
percent for Belgium and Portugal to under 40 percent for the British.

-~ Both the United States and Germany allocate less than half of their

~ budgets to this category. The weighted average for all the non-US nations
(excluding France, Greece, Japan, Luxsmbourg, Spain, and Turkey) is 46
percent.
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CHART A~11

TOTAL DEFENSE SPENDING (FY)

(1983 CONSTANT DOLLARS IN BILLIONS —
1983 EXCHANGE RATES)

BELGIUM
CANADA
DENMARK
" FRANCE
 GERMANY

. GREECE

©ITALY
'LUXEMBOURG

. NETHERLANDS

NORWAY
" PORTUGAL
TURKEY
UK

JAPAN
NON US NATO

~ NON US NATO
+ JAPAN
YOTAL NATO

TOTAL NATO
4 JAPAN

TOTAL
1971 1983 % CHANGE
% OF % OF
NATO NATO
& JAPAN & JAPAN
S TOTAL RANK $§  TOTAL RANK 71VS83
$ 185  0.7% 9§ 268 0.8% 9 +44.3
S 584 2.0% § 715  2.2% 7 +225
$ 131 05% 10§ 137 04% 13 +53
$ 1492  52% $ 2165  6.7% 4 +45.1
$ 1730 6.1% $ 2213 6.8% +21.9
S 111 04% 13 S 220  0.7% 1 +97.4
S 782 2.7% 5 § 948  29% 6 +213
S 002  0.0% 15§ 004  00% 15 +95.2
$ 365  1.3% 8 § 426 1.3% 8 +16.7
5 127 04% 1§ 170 05% 12 +34.1
0.3% 14§ 069 0.2% 14 -246
$ 118 04% 12§ 247 08% 10 4109
7.5% 2 32001 74% 2 +117
$20062 70.3% $21363  65.6% 1 +65
§ 891 24% 6 $1203 37% 5 41037
S 7868  27.6% $ 99.83  30.7% +26.9
$ 8459  29.7% $111.87  34.4% +32.2
$279.30  97.9% $313.46  96.3% +122
$285.21 100.0% $325.49  100.0°% +14.1
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CHART A-12

TOTAL DEFENSE SPENDING (FFY)

{1983 CONSTANT DOLLARS IN BILLIONS —
1983 EXCHANGE RATES)
(INCLUDING SPAIN)

TOTAL
1971 1983 % CHANGE
% OF % OF
NATO NATO
& JAPAN & JAPAN

$ TOTAL RANK $ TOTAL RANK 71 VS 83

BELGIUM

$ 185  0.7% $ 268  0.8% 10 +44.3
CANADA S 584  20% $ 715 2.2% 7 +225
 DENMARK $ 131 05% 10§ 137 0.4% 14 +5.3
 FRANCE $ 1492  5.2% $ 2165  6.6% 4 +45.1
GERMANY $ 1730 6.1% $ 2243 6.7% 3 +27.9
GREECE - § 111 04% 13§ 220  0.7% 12 +97.4
-~ ITALY $ 782 2% 5 $ 948 29% 6 +21.3
LUXEMBOURG § 002  0.0% 15§ 004  0.0% 16 +95.2
NETHERLANDS § 365  1.3% 8 § 426  1.3% 9 +16.7
- . NORWAY S 127 04% 1§ 170 05% 13 +34.1
" PORTUGAL  § 092  0.3% 14§ 069  0.2% 15 -24.8
 SPAIN s vy © 0§ 452  14% 8 0.0
L - TURKEY $ 118 04% 12§ 247 0% 1 +109.1
S T $ 2151 7.5% 2 $2401  7.3% 2 +117
. uUs $200.62  70.3% 1 $21363 64.7% 1 +6.5
JAPAN § 591 21% 6 §1203  36% 5 41037

o NON US NATO § 7868 27.6% $104.36  31.6%

NON US NATO
+ JAPAN $ 8459 29.T% $116.39  35.3%
TOTAL NATO  $279.30 97.9% $317.98  96.4%
“TOTAL NATO
C+ JAPAN . $28521 100.0% $330.02 100.0%
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CHART 4-13

TOTAL DEFENSE SPENDING
AS PERCENT OF GDP

. TOTAL
1974 1983 % CHANGE
% OF s oF o
HIGHEST HIGHEST

%  NATION RANK %  NATION RANK  71VS 83

BELGIUM 29  33.2% 0 33 506% 8 +15.3

CANADA 22 30.2% 13 20 3068% 13 -9

DENMARK 24 32.8% 12 24 36.7% 12 -0.2

FRANCE a0 54.1% 6 42  63.2% 5 +42

GERMANY 34 45.5% 9 34 S513% 6 +0.6

GREECE 47  63.3% 4 64 965% 2 +35.9

ITALY 27 38.5% 11 27 40.7% 1 -0.6

LUXEMBOURG 08  108% 15 12 188% 14 +56.3

NETHERLANDS 54  48.5% T 32 488% g - 5.4

NORWAY 34 458% 5 3.1 a6.8° . 18 -83

PORTUGAL - 74 100.0% 1 34 55.8% 7 - 547

TURKEY 4.5 £1.3% 5 5.0 75.7% 4 +10.2

UK 49  866% 3 3 80.5% 3 +7.8

- us - 74 95.3% 2 &8 1000% 1 -6.4

JAPAN 08 11.4% 14 10 15.1% 15 +18.1

" NON US NATG 36 48.1% 16 55.0% +20

" NON US NATO

+ JAPAN 30 40.8% - 28 428% -54

~ TOTAL NATO 55  744% | 5.3 79.6% - 4.8
© TOTAL NATO -

 + JAPAN 50 E7.7% 45  66.8% -9.3




CHART A~14

TOTAL DEFEISE SPENDING
AS PERCENT OF GDP

{(INCLUDINTG SPAIN)

TOTAL
| 1971 1383 % CHANGE
° OF % OF
MIGHESY HIGMEST

% NATION RANK % NATION RANK 71 Vs 22

CBELGIUM 29 33.20% 1 33 50.6% 8 +153
CANADA 2z 30.2% 13 2.0 30.6% 14 -9.7
DENMARK 24 32.8% 12 24 36.7% 13 -02.
FRANCE 40 54.1°% 6 42  83.2% 5 +4.2
CERMANY 34 455 9 34 513% 6 +0.6

. GREECE a7 533 4 64  96.5% 2 +35.9

 ITALY 27 385, 1 27 40.7% 12 - 08
LUXEMBOURG 63  10.8°% 15 12 18.9% 15 +56.3

. NETHERLANDS 34 485% 7 32 48.8% 9 -6.4
NORWAY 34 458°% 8 31 468% 10 - 88
PORTUGAL 74 100.0% 1 34 50.8% 7 -54.7
SPAIN y t y 28 43.1% 11 0.0
TURKEY 45  61.3% 5 50 75.7% & +102

UK - 49  68.6% 3 53 805% 3 +78
us 7.1 95.30% 2 58 100.0% 1 - 6.4
JATAN 08  11.4% 14 1.0 15.1% 16 +18.1
NON US NATO 36  48.1% 36 54.4%

NON US NATO |

4 JAPAN 30 40.4% 28  428%

 TOTAL NATO 55  74.4% 52 78.6%
TOTAL NATO

4 JAPAN 50  67.7% 45  68.3%
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CHART A-15

TOTAL ACTIVE DUTY MILITARY
AND CIVILIAN MANPOWER

(THOUSANDS)
TGTAL
1971 1983 % CHANGE
Y% OF % OF
NATO NATO
& JAPAN & JAPAN

(000) TOTAL RANK (000) TOTAL RANK 71 VS 83

BELGIUM 114.3 1.4% 12 116.5 1.5% 11 +1.9
CANADA 127.8 1.5% 11 122.0 1.6% 10 -4.5
DENMARK 00.0 0.6% 13 416 0.5% 14 -224
FRANCE 705.3 8.4% 3 7234 9.4% 3 +2.6
GERMANY 645.3 7.7% 5 671.1 8.7% 4 +4.0
GREECE 202.7 2.4% i 2014 2.6% 8 -0.48
ITALY 600.5 7.2% 6 554.4 7.2% 5 -17
LUXEMBOURG 1.2 0.9% 15 14 0.0% 15 +16.7
NETHERLANDS 4.3 1.7% 10 131.2 1.7% 9 -75
NORWAY 47.0 0.6% 14 52.1 0.7% 13 +10.9
PORTUGAL 3.0% 8 104.3 1.4% 12 - 58.2
TURKEY 650.5 7.8% 4 881.7  11.5% 2 +35.5
UK 8.6% 2 552.9 7.2% 6 - 2341
us 38317  45.9% 1 32730  426% 1 -146
JAPAN 258.7 3.1% 7 264.8 3.4% 7 +2.3
NON US NATO 42585  51.0% 4154.%  54.0% - 25
NON US NATO

+ JAPAN 4517.4  54.1% 4418.9  57.4% -22
TCTAL NATO 80902  96.9% 74271 96.6% - 82
TOTAL NATO

+ JAPAN 8349.1  100.0% 7691.9  100.0% -79
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CHART A-16

TOTAL ACTIVE DUTY MILITARY
AND CIVILIAN MANPOWER

(THOUSANDS)
(INCLUDING SPAIN)

TOTAL
1971 1983 % CHANGE
% OF % OF
NATO NATO
& JAPAN & JAPAN

(000) TOTAL RANK (000) TOTAL RANK 71 VS 83

BELGIUM 114.3 1.4% 12 116.5 1.4% 12 +1.9
CANADA 127 3 1.9% 11 122.0 1.5% 11 -45
DENMARK 53.6 0.6% 13 41.6 0.5% 15 - 224
FRANCE 705.3 8.4% 3 7234 8.8% 3 +2.6
GERMANY 645.3 7.7% ) 671.1 8.1% 4 +4.0
GREECE 202.7 2.8% 9 2014 2.4% 9 -06
ITALY 600.5 7.2% b 5544 6.7% 5 - 1.7
LU¥EMBOURG 1.2 0.0% 15 14 0.0% 15 +16.7
NETHERLANDLS 1418 1.7% 10 1312 1.6% 10 -75
NORWAY 47.0 0.6% 14 521 0.6% 14 +10.9
PORTUGAL 2944 3.0% 8 104.3 1.3% 13 - 58.2
SPAIN 546.9 6.8% 7
TURKEY 650.5 7.8% 4 8817  10.7% 2 +35.5
UK 7 8.6% 2 552.9 6.7% 6 - 231
us 3831.7  45.9% 1 32730  39.7% 1 - 14.6
JAPAN 258.9 3.1% 7 264.8 3.2% 8 +23
NON US NATC 42585 51.0% 47010  57.1%
NON US NATO

+ JAPAN 45 54.1% 49658 60.3%
TOTAL NATO £390.2  96.9% 79740  96.8%
TOTAL NATO

+ JAPAN 8349.1  100.0% 8238.8 100.0%
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BELGIUM
CANADA
DENMARK
FRANCE
GERMANY
GREECE

ITALY
LUXEMBOURG
NETHERLANDS
NORWAY
PORTUGAL
TURKEY

UK

us

JAPAN

NON S NATO

NON US NATO
+ JAPAN

TOTAL NATO

TOTAL NATO
+ JAPAN

CHART A-17

TOTAL ACTIVE DUTY MILITARY
MANPOWER

(THOUSANDS)
TOTAL
1971 1983 % CHANGE
%9 QF % OF
NATO NATO
& JAPAN & JAPAN

(000) TOTAL RANK (000) TOTAL RANK 71 VS 83
106.8 1.7% 1 108.6 1.9% 9 +1.7
86.9 1.4% 12 81.1 1.4% 12 -6.7
44.5 0.7% 13 304 0.5% 14 -317
569.3 9.0% 3 5783 10.0% 3 +1.6
472.0 7.5% 5 495.7 8.5% 5 +5.0
178.7 2.8% 9 176.6 3.0% 8 -1.2
5260 8.3% 4 498.1 8.6% 4 -53
11 0.0% 15 1.2 0.0% 15 +9.1
113.0 1.8% 10 104.2 1.8% 10 -7.8
36.3 0.6% 14 40.9 0.7% 13 +12.7
"244.2 3.9% 7 J3.0 1.6% 11 - 619
614.5 9.7% 2 823.8 14.2% 2 +34.1
384.0 6.1% 6 333.4 5.7% 6 -13.2
27140 42.9% 1 2201.6  37.9% i -18.9
234.3 3.7% 8 241.0 4.1% 7 +2.9
33773  53.4% 3365.3 57.9% -04
36116 57.1% 3606.3 62.1% - 0.1
6091.3 98.3% 5566.3 95.9% - 86
6325.6 100.0% 5807.3 100.0% -8.2
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CHART A-18

TOTAL ACTIVE DUTY MILITARY
MANPOWER

(THOUSANDS)
(INCLUDING SPAIN)

TOTAL
1971 1983 % CHANGE
% OF % OF
NATO NATO
& JAPAN & JAPAN

(000) TOTAL RANK (000) TOTAL RANK 71 VS 83

BELGIUM 1068  1.7% 11 1086  1.7% 10 +1.7

CANADA 869  1.4% 12 811 1.3% 13 67

DENMARK 45 0.7% 13 304 0.5% 15 317

FRANCE 5693  9.0% 3 5783  9.2% 3 +16

GERMANY 4720  7.5% 5 4957  7.9% 5 +5.0

GREECE 1787  2.8% S 1766  2.8% 9 -12

ITALY 5260  8.3% 4 4981  7.9% 4 53

LUXEMBOURG 11 0.0% 15 12 0.0% 16 +9.1

NETHERLANDS 1130  1.8% 10 1042 1.7% 11 -78

NORWAY 363  0.6% 14 09  0.6% 14 +12.7

PORTUGAL 2442 3.9% 7 93.0  1.5% 12 -61.9

SPAIN 413 7.8% 6

TURKEY 614.5  9.7% 2 8238 13.1% 2 +34.1

UK 3840  6.1% 6 3334  53% 7 -13.2
us 27140 42.9% 1 22010  34.9% 1 - 189
| - JAPAN 2343 3.7% 8 2410  38% 8 +2.9

NON US NATO 3377.3  53.4% 3856.6  61.2%

NON US NATO

+ JAPAN 6116 57.1% 40976  65.1%
TOTAL NATO 60913  96.3% 60576  96.2%
TOTAL NATO
+ 'APAN 63256  100.0% 6298.6 100.0%
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CHART A-19

ACTIVE DUTY MILITARY AND CIVILIAN
MANPOWER AND COMMITTED RESERVES

(THOUSANDS)
1983 B
% OF
NATO
& JAPAN
(000) TOTAL RANK

BELGIUM 221.7 1.85% ik

- CANADA 143.9 1.20% 13

DENMARK 1120 0.93% 14
FRANCE 11781 9.81%
GERMANY 1399.9 11.66%
GREECE 4541 3.78%
ITALY 825.9 6.88%

- LUXEMBOURG 1.4 0.01% 15
NETHERLANDS 302.2 2.52% 8
NORWAY 2379 1.98% 10
PORTUGAL 154.7 1.29% 12
TURKEY 1166.8 9.72% 4
UK 697.3 5.81% 6
uUs 4820.0 40.14% 1
JAF'AN 293.5 2.44% 9
NON US NATO 6895.9 57.42%

NON US NATO + JAPAN 7189.4 59.86%
TOTAL NATO 117159 97.56%

TOTAL NATC + JAPAN 12009.4 100.00%
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CHART A-20

ACTIVE DUTY MILITARY AND CIVILIAN

MANPOWER AND COMMITTED RESERVES
(THOUSANDS)
(INCLUDING SPAIN)

1983

] % OF

NATO

& JAPAN
~ (000) TOTAL RANK

BELGIUM 221.7 1.72% 12
CANADA 143.9 1.12% 14
DENMARK 112.0 0.87% 15
FRANCE 1178.1 9.16% 3
GERMANY 1399.9 10.88% 2
GREECE 454.1 3.53% 8
ITALY 825.9 6.42% 6
LUXEMBOURG 14 0.01% 16
NETHERLANDS 302.2 2.35% 9
NORWAY 2379 1.85% 11
PORTUGAL 154.7 1.20% 13
SPAIN 857.5 6.66% 5
TURKEY 1166.8 9.07%

) UK 697.3 5.42% 7
us 4820.0 37.46% 1
JAPAN 2935 2.28% 10
NON US NATO 77534 60.26%

NON US NATO + JAPAN 8046.9 62.54%
TOTAL NATO 12573.4 97.72%

TOTAL NATO + JAPAN 12866.9 100.00%
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CHART A-21

TOTAL ACTIVE DUTY MILITARY AND
CIVILIAN MANPOWER AS PERCENT
OF TOTAL POPULATION

TOTAL
1971 1983 % CHANGE
% OF % OF
HIGHEST HIGHEST
% NATION RANK % NATION RANK 71 VS 83
BELGIUM 1.18 42.5% 8 1.18 57.9% 6 - 0.1
CANADA 0.59 21.3% 13 0.49 24.0% 13 -17.2
DENMARK 1.08 38.8% 10 0.81 39.9% 12 -2.7
FRANCE 1.38 49.5% 5 1.33 65.1% 4 -35
GERMANY 1.05 37.8% 12 1.0 53.5% 7 +3.8
GREECE 2.30 82.5% 2 204  100.0% 1 - 1141
- ITALY 1.1 40.0% 9 0.98 47.8% 10 -12.2
LUXEMBOURG 035 12.5% 14 0.38 18.7% 14 +9.7
NETHERLANDS 1.08 38.7% 11 0.91 44.8% 1 -15.1
NORWAY 1.20 43.3% 7 1.26 61.8% 5 +4.8
PORTUGAL 278 100.0% 1 1.03 50.6% 8 - 629
TURKEY 1.80 64.6% 4 1.84 90.3% 2 +2.6
UK 1.29 46.4% 6 0.98 48.1% 9 -240
us 1.85 66.5% 3 1.40 68.4% 3 - 246
JAPAN 0.24 8.8% 15 0.22 10.9% 15 -9.2
NON US NATO  1.28 46.4% 117 57.2% -95
'NON US NATO
+ JAPAN 1.04 37.3% 0.93 45.6% -10.2
TOTAL NATO 1.51 54.2% 1.26 61.7% - 16.5
TOTAL NATO
+ JAPAN 1.30 46.7% 1.08 53.2% - 16.5
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CHART A-22

TOTAL ACTIVE DUTY MILITARY AND
CIVILIAN MANPOWER AS PERCENT
OF TOTAL POPULATION

(INCLUDING SPAIN)

TOTAL
1971 1983 % CHANGE
% OF % OF
HIGHEST HIGHEST
%  NATION RANK %  NATION RANK 71 VS 83

BELGIUM 118 42.5% 8 118 57.9% 7 0.1
CANADA 059  21.3% 13 049  24.0% 14 _17.2
DENMARK 108 38.8% 16 081 39.9% 13 -24.7
FRANCE 138 49.5% 5 133 65.1% 5 -35
GERMANY 105  37.8% 12 109  535% 8 +38
GREECE 230 82.5% 2 208 100.0% 1 - 111
ITALY 111 40.0% 9 098  47.8% 1 -12.2
LUXEMBOURG 035  12.5% 14 038  18.7% 15 +9.7
NETHERLANDS 108  38.7% 11 091 44.8% 12 - 15.9
NORWAY 120 43.3% 7T <26 81.8% 6 +4.8
PORTUGAL 278 100.0% 1 103 506% 9 -62.9
SPAIN 143 70.2% 3
TURKEY 180  64.6% 4 184  90.3% 2 +2.6
UK 129  46.4% 6 098  48.1% 10 -24.0
us 1.85 66.5% 3 1.40 68.4% 4 - 248
JAPAN 024  8.8% 15 022  10.9% 16 -92
NON US NATD 129  46.4% 119 58.5%
NON US NATO

+ JAPAN 104 37.3% 097  47.5%
TOTAL NATO 151  54.2% 127 62.2%
TOTAL NATO

+ JAPAN 130 46.7% 1.10 54.0%
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CHART A-23

- TOTAL ACTIVE DUTY MILITARY
'MANPOWER AS PERCENT OF
" TOTAL POPULATION

TOTAL
_1971 1983 % CHANGE
% QOF ' % OF
HIGHEST HIGHEST

% NATION RANK % NATION RANK 71 VS 83

BELGIUM 1.10 40.5% 6 1.10 61.5% 3 -03

 CANADA 040  14.8% 13 033  18.2% 14 -19.1
. DENMARK 0.90  32.9% 9 059  332% 11 -337
© FRANCE 111 a08% 5 106 593% 4 - 44
© GERMANY 077 283 11 081  45.1% 9 +48
GREECE 202 74.3% 2 179 100.0% 1 - 116
ITALY . 097  358% 7 088  49.0% 8 100
 LUXEMBOURG 032  11.7% 14 033  183% 13 +26
© NETHERLANDS 086 314%  to 073  40.5% 10 -153
NORWAY 093  34.2% 8 099  553% 5 +6.5
PORTUGAL 272 100.0% 1092  51.5% 7 - 66.2
TURKEY 170 62.3% 3 1.72 96.2% 2 +1.4
UK 069  25.3% 12 059  331% 12 - 142
us 131 48.1% 4 084  525% 6 -28.4
JAPAN 022  8.1% 15 020  11.3% 15 -86
NON US NATO 102  37.6% 095  52.0% -76
NON US NATO
.. 4 JAPAN 083  30.4% 076  42.5% -84
L TOTALNATO 113 4t7% 084 52.7% - 168
. TOTAL NATO
+ JAPAN 098  36.1% 082  45.8% - 16.8
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CHART A-24

TOTAL ACTIVE DUTY MILITARY
MANPOWER AS PERCENT OF
TOTAL PCPULATION

(INCLUDING SPAIN)

TOTAL
1971 1983 % CHANGE
°s OF % QF
HIGHEST HIGHEST

% NATION RANK % NATION RANK 71vVs 83

BELGIUM 1.10 40.5% 6 1.10 61.5% 4 -03

CANADA 0.40 14.8% 13 0.33 18.2% 15 - 19.1
- DENMARK 0.90 32.9% 9 0.59 33.2% 12 - 337
~ FRANCE 1M 40.8% 5 1.06 59.3% 5 -44

GERMANY 0.77 28.3% 1 0.81 45.1% 10 +4.8

GREECE 2.02 74.3% 2 1.79 100.0% 1 - 1186

ITALY 0.97 35.8% 7 0.88 49.0% 9 - 10.0

LUXEMBOURG  0.32 11.7% 14 033 18.3% 14 +2.6

NETHERLANDS 0.86 31.4% 10 0.73 40.5% 11 ~158.3

NORWAY 0.93 34.2% 8 0.99 55.3% 6 +6.5

PORTUGAL 272 100.0% 1 0.92 51.5% 8 - 66.2

SPAIN 1.29 71.9% 3

TURKEY 1.70 62.3% 3 1.72 96.2% 2 +14

UK 069 25.3% 12 . 059 33.1% 13 - 14.2

us 1.3 48.1% 4 0.94 52.5% 7 - 284

JAPAN 0.22 8.1% 15 0.20 11.3% 16 -85
- NON US NATO 102 37.6% 0.98 54.7%

NON US NATO

+ JAPAN 0.83 30.4% 0.80 44.7%
TOTAL NATO 113 41.7% 0.96 53.9%
TOTAL NATO
+ JAPAN 0.98 36.1% 0.84 47 1%
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CHART A-25

 TOTAL ACTIVE DUTY MILITARY AND CIVILIAN
MANPOWER AND COMMITTED RESERVES
AS A PERCENT OF TOTAL POPULATION

1983
% OF
HIGHEST
% NATION RANK
BELGIUM 2.25 39.0% 5
- CANADA 0.58 10.0% 13
. DENMARK 2.19 38.0% 6
. FRANCE 2.16 37.5% 7
 GERMANY 2.28 39.6% 4
}  GREECE 4.60 79.9% 2
- ITALY 1.45 25.2% 1
'LUXEMBOURG 0.38 6.6% 14
NETHERLANDS 2.10 36.5% 8
NORWAY | 5.76 100.0% 1
PORTUGAL 1.53 26.6% 10
" TURKEY | 2.44 42.3% 3
UK 1.24 21.5% 12
us 2.08 35.7% 3
JAPAN 0.25 4.3% 15
NON US NATO 1.94 33.7%
~ NON US NATO + JAPAN 1.51 25.3%
f TOTAL NATO 1.99 34.5%
¥ TOYAL NATO + JAPAN 1.69 29.4%

' 'AS USED HERE THE TERM “COMMITTED RESERVES" INCLUDES RESERVISTS WITH ASSIGNMENTS
AFTER MOBILIZATION.
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CHART A-26

TOTAL ACTIVE DUTY MILITARY AND CIVILIAN
MANPOWER AND COMMITTED RESERVES

AS A PERCENT OF TOTAL POPULATION
(INCLUDING SPAIN)

1983
% QOF
HIGHEST
% NATION RANK

- BELGIUM 2.25 39.0% 5

- CANADA 0.58 10.0% 14
DENMARK 2.19 38.0% 7
FRANCE 2.16 37.5% 8
GERMANY 2.28 39.8% 4
GREECE 4.60 79.9% 2
iTALY | 1.45 25.2% 12
LUXEMBOURG 0.38 6.6% 15

' NETHERLANDS 2.10 36.5%

- NORWAY 5.76 100.0% 1
PORTUGAL 1.53 26.6%. 11
SPAIN 2.24 39.0% 6
TURKEY 2.44 42.3% 3
UK 1.24 21.5% 13

- US 2.06 35.7% 10
JAPAN 0.25 4.3% 16
NON US NATO 1.97 34.2%

NON US NATO + JAPAN 1.57 27.2%
TOTAL NATO 2.00 34.7%
TOTAL NATO + JAPAN 1.72 29.9%

AS USED HERE THE TERM “COMMITTED RESERVES” INCLUDES RESERVISTS WITH ASSIGNMENTS
AFTER MOBILIZATION.
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CHART A-27

ARMORED DIVISION
EQUIVALENTS (ADE’s)

1983
% OF
NATO

& JAPAN

. TOTAL
BELGIUM 1.58%
CANADA 0.83%
DENMARK 1.81%
© FRANCE 7.44%
GERMANY 10.37%
 GREECE 6.32%
ITALY 4.50%
LUXEMBOURG 0.01%
NETHERLANDS 3.38%
NORWAY 1.52%
PORTUGAL 0.91%
~ TURKEY 11.43%
UK 5.56%
us 40.25%
JAPAN 4.00%
NON US NATO 55.75%
NON US NATO + JAPAN 59.75%
" TOTAL NATO 96.00%

- TOTAL NATO + JAPAN 100.00%
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CHART A-28

ARMORED DIVISION
EQUIVALENTS (ADE’s)

(INCLUDING SPAIN)

BELGIUM
- CANADA
DENMARK
FRANCE
- GEBMANY

(ND;;»rr

m:-b...

ITALY

LUXEMBOURG
NETHERLANDS
NORWAY

PORTUGAL

SPAIN

- TURKEY

UK

uUs

JAPAN

NON US NATO

NON US NATO + JAPAN
TOTAL NATO

TOTAL NATO + JAPAN

1983

% QF
NATO
& JAPAN

TOTAL

1.52%
0.80%:
1.73%
7.12%
9.93%
6.05%
4.41%
0.01%
3.248%
1.46%
0.87%
4.22%
10.94%
5.32%
38.55%
3.83%
57.62%
61.45%
36.17%
100.00%
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CHART A-29

' NAVAL FORCE TONNAGE
(ALL SHIPS LESS STRATEGIC SUBMARINES)

(THOUSANDS)
1983
% OF
NATQ
& JAPAN
TOTAL RANK
S BELGIUWM . | 0.31% 14
CANADA 1.85% 8
DENMARK ‘ o 0.45% 13
FRANCE 5.33% 3
. GERMANY | 3.24% 5
- GREECE - 1.83% 9
o WWALY 1 87% 7
LUXEMBOURG 0.00%, 15
CNETHERLANDY 1.40% 1
NORWAY 0.64% 12
PORTUGAL 0.65% "
TURKEY — 3.23% 6
Uk 11.05% 2
us 64.86% 1
JAPAN 3.28% 4
NON US NATO 31.85%
NON US NATO + JAPAN 35.14%
TOTAL NAT 96.71%
TOTAL NATO + JAPAN 160.00%

ANCLUDES, GENGRay. PURPOSE SUBMARINES, AIRCRAFY CARRIERS. PRINCIPAL SURFACE
CUARATANTS, PATROL OMBATANTS. MINE WARFARE SHIPS/CRAFT, AND GENERAL PURPOSE
AURILIARY SHIPS.

IF ALL NATIONAL SYSTEMS ARE INCLUDED THE US SHARE WOQULD BE 66%..
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CHART A-30

NAVAL FORCE TONNAGE
(ALL SHIPS LESS STRATEGIC SUBMARINES)
| S (THOUSANDS)
(INLUDING SPAIN)

1983

% OF

NATO

& JAPAN
. TOTAL RANK

. BELGIUM 0.36% 15
© CANADA | 1.81% 9
. DENRARK - 0.44% 14
FRANCE _ 5.21% 3
CGERRANY - 3.17% §
- GREECE | 1.79% 10
ATALY ~ 1.83% 8
- LUXEMBOURG © 40% 16
© NETHERLANDS 1.36% 1
NORWAY 0.63% 13
PQR?UG&L . 0.64% 12
SPAIN | 2.26% 7
CTURKEY | 3.15% 6
- ug | 10.80% 2
us 63.40% 1
JAPAN 3.21% 4

CNON US NATC 33.39%

NON US NATO + JAPAN 36.60%

TOTAL NATO 96.79%

 TOTAL NATO + JAPAN 100.00%

INCLUDES, GENERAL PURPOSE SUSMARINES, AIRCRAFT CARRIERS, PRINCIPAL SURFACE
COMBATANTS, PATROL COMBATINTS. MINE WARFARE SHIPS/CRAFT, AND GEMERAL PURPOSE
AURILLARY SHIPS,
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CHART A-31

NAVAL FORCE TONNAGE
(PRINCIPAL SURFACE COMBATANTS)

(THOUSANDS)
_ 198
% OF
NATO
& JAPAN
TOTAL RANK
BELGIUM 0.44% 14
CANADA 3.50% 6
DENMARK 0.45% 13
 FRANCE 7.26% 3
- GERMANY 2.56% 10
GREECE 2.78% 8
itALY 3.81% 5
- LUXEMBOURG 0.09% 15
 NETHERLANDS 2.72% 9
 NORWAY 0.85% 12
PORYUGAL | 1.28% 11
TURKEY 2.99% 7
UK 10.13% 2
us 54.59% 1
JAPAN 6.58% 4
NON US NATO 38.83%
NON US NATO + JAPAN 45.41%
TOTAL NATO 93.42%

TOTAL NATO + JAPAN 100.00%
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CHART A-32

NAVAL FORCE TONNAGE
(PRINCIPAL SURFACE COMBATANTS)
- (THOUSANDS)
(INCLUDING SPAIN)

1983
% OF
NATO
& JAPAN
TOTAL RANK

U BELGIUM - 0.43% 15
- CANADA - 3.38% 7
- DENMARK | | 0.44% 14
. FRANCE | 7.01% 3
- GERMANY 2.47% 11
. GREECE 2.59% 9
ITALY 3.68% 5
CLUXEMBOURG 0.00% 16
- NETHERLANDS 2.63% 10
. NORWAY . 0.86% 13
PORTUGAL 1.24% 12
 SPAIN | 3.41% 6
 YURKEY 2.89% 8
UK | 9.76% 2
Us | 52.73% 1
JAPAN | 6.35% 4

- NON US NATO | 40.92%

NON US NATO + JAPAN 47.27%

TOTAL NATO | 93.65%

TOTAL NATO 4 JAPAN 1060.00%
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CHART A-~-33

TACTICAL AIR FORCE

CONIBAT AIRCRAFT

1983

% OF

NATO

& JAPAN
TOTAL RANK

- BELGIUM 2.67% 9
CANADA 2.33% 11
" DENMARK 1.27% 13
FRANCE 9.52% 3
© GERMANY | 9.21% 4
- GREECE | 4.07% 7
COUTALY . 5.47% 5
LUXEMBOURG S 0.60% 15
NETHERLANDS 2.34% 10
NORWAY 1.32% 12
C PORTUGAL 1.20% 14
TURKEY 4.34% 6
UK B 9.66% 2
us | - 43.20% 1
JAPAN 3.69% 8

~ NON US NATO 53.11%

NON US NATO + JAPAN 56.80%

TOTAL NATO $6.31%

~ TOTAL NATO + JAPAN 100.00%

- INGLUDES FIGHTER/INTERCEPTOHR, ATTACK, BOMBER, TACTICAL RECONNAISSANCE
AND COMBAT CAPABLE TRAINER AIRCRAFT.
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CHART A-34

TA@WC&L AIR FORCE
BAT AIRCRAFT

(INCLUBING SPAIN)

1983

% QF

NATO

& JAPAN
TOTAL RANK

. BELGIUM 2.62% 9
~+ -CANADA 2.28% 11
- DENMARK 1.24% 14
- FRANCE 9.34% 3
- GERMANY 9.03% a
GREECE | 3.95% 7
oAy 5.07% 5
- LUXEMBOURG C0.00% 16
- NETHERLANDS 2.20% 10
NORWAY 1.30% 13
- PORTUGAL 1.17% 15
CSPAIN 1.97% 12
TURKEY . 4.268% 6
UK } 9.47% 2
us Saon 495 1
- JAPAN 3.62% 8

NON US NATO 54.04%

NON US NATO + JAPAN 57.66%

TOTAL NATO 96.38%

"~ TOTAL NATO + JAPAN 100.60%

INCLUDES FIGHTER/INTERCEPTOR, ATTACK, BOMBER, TACTICAL RECONNAISSANCE
AND COMBAT CAPABLE TRAINER AIRCRAFT.
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CHART A-35

GROSS DOMESTIC PRODUCT

(1983 CONSTANT DOLLARS IN BILLIONS —
1983 EXCHANGE RATES)

TOTAL
1971 1983 % CHANGE
% OF % OF
NATO NATO
& JAPAN & JAPAN

$ TOTAL RANK $ TOTAL RANK 71 VS 83

. BELGIUM S 61 12% 9 § 80  1.1% 9 +30.6
O CANADA . S22 4.4% 7§35 45w 7 +44.0
. - DENMARK S 4 0%% 10 S 57  08% 10 +20.4
. FRANCE $ 388 7.2% $ 519 7.2% 4 +406
T GERMANY $ 516 10.0 % 3 5653  9.0% 3 +266
 GREECE S 23 05% 13§ 3 05% 13 +479
CATALY $ 267  5.2% 6 §383 4% 6 +320
. LUNEMBOURG § 2 00% 15 S 3 0.0% 15 +327
. NETHERLANDS  § 100 1.9% $ 132 1.8% 8 +319
©NORWAY 83 0% 11§ 55 0.8% 1 +59.6
' PORTUGAL  § 13 03% 19 s 21 03 14 +56.0
TURKEY $ B 06% 12§ 49 0% 12 +706
UK 5388 1.2% 5 $455  63% 5 +23.4
o us $2403  46.T% 1 83288 455% 1 +36.9
. JAPAN $ 6917  13.4% 2 S1208  18.7% 2 +74.4
- NON US NATD 82055  35.9% §2737  37.8% +33.2

" NON US NATO
L% JAPAN $2746  S3.3% $3843  54.5% +43.6
. YOTAL NATO  $4458 86.6% $6025  83.3% +35.1

T TOTAL NATO
+ JAPAN $5150  100.0% $7231  100.0% +40.4
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CHART A-36

‘GROSS DOMESTIC PRODUCT

{1983 CONSTANT DOLLARS IN BILLIONS —
1983 EXCHANGE RATES)
(INCLUDING SPAIN)

TOTAL
1971 1983 % CHANGE
° QF % OF
NATO NATO
& JAPAN & JAPAN

) TOTAL RANK ) TOTAL RANK 71 VS 83

-BELGIUM

S 61 1.2% 9 S 80  1.i% 10 +30.6
. CANADA § 226  4.4% 7 $325  44% 7 +44.0
'DENMARK S 44 09% WS 57 08% 1 +29.4
- FRANCE S 369 7.2% & §519  7.0% 4 +40.6
T GERMANY §$ 516 100 % S 653 8.8% 3 +26.6
'GREECE S 23 05% 13§ 34 05% 14 +479
ITALY $ 267 52% 6 $353  48% 6 +32.0
LUXEMBOURG 5 2 00% 1% § 3 00% 16 +32.7
 NETHERLANDS 5 100 1.9% 8 S 1312 18% 8 +31.9
NORWAY 3 0 0.7% 1 S 55 0.7% 12 +59.6
CPORTUGAL S 13 03% 14 S 2t 03w 15 +56.0
" SPAIN | s 159 2.2% 8
TURKEY. S 28  0.6% 12 S 49 07% 13 +70.6
UK. S 389 7.2% 5 5455  6.2% 5 +23.4
us $2403  46.7% 1 $3208  44.5% 1 +36.8
JAPAN S 661  13.4% 2 S1206  16.3% 2 +74.4
NON US NATC  S2055  39.8% $2896  39.2%
NON US NATO |
+ JAPAN $2746  83.3% §4102  55.5%
C TOTAL NATO 54458 86.6% $6184  83.7%
- TOTAL NATO
+ JAPAN $5150  100.0% $7490  100.0%
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CHART A-37

TOTAL PCPULATION

(MILLIONS)
TOTAL
1971 1983 % CHANGE
% QF % OF
NATO NATO
& JAPAN & JAPAN
_ _TOTAL  RANK TOTAL RANK  71VS 83
BELGIUM 97  1.5% 10 99  1.4% 12 +2.0
CANADA 216 3.4% 8 249  35% 8 +153
DENMARK 50  0.8% 13 51 0.7% 13 +3.0
FRANCE 51.3  8.0% 6 545  7.7% 6 +6.3
GERMANY 613 9.5% 3 614  8.7% 3 +0.2
GREECE 88  1.4% 12 99  1.4% 1 +11.8
ITALY 54.0 8.4% 5 56.8 8.0% 4 +5.2
lLUKSME{)URG 03 0.1% 15 04 0.1% 15 +6.4
NETHERLANDS = 132 2.1% 9 14s  20% 9 +8.9
NORWAY .38 06% 14 a3 0.6% 14 +58
PORTUGAL 90  14% 101 1.4% 10 +126
. TURKEY 362  56% 7 479 6.7% 7 +32.2
UK 557 8% 4 564  7.9% 5 +1.2
- Us 071 32.2% 1 2345 331% 1 +133
- JAPAN 1057 16.4% 2 1190 16.8% 2 +126
- RNON US NATO 3300 51.3% 3557  50.2% +7.8
NON US NATO
+ JAPAN 4356  67.8% 4747  66.9% +9.0
- TCTAL NATO 537.0  83.6% 590.2  83.2% +9.9
TOTAL NATO
-+ JAPAN 652.7  100.0% 7092 100.0% +10.3
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CHART A-38

TOTAL POPULATION

{(MILLIONS)
(INCLUDING SPAIN)

TOTAL
1971 1983 % CHANGE
% OF % OF -
NATO NATO
& JAPAN & JAPAN
TOTAL  RANK _ TOTAL RANK  71VS83
BELGIUM 97  1.5% 10 99  1.3% 13 +2.0
CANADA 216 3.4% 8 248  33% 9 +153
DENMARK 50 0.8% 13 51 0.7% 14 +3.0
FRANCE 513 8.0% 6 545 3% 6 +6.3
GERMANY 61.3 9.5% 3 61.4 8.2% 3 +0.2
- GREECE 88 4% 12 99  1.3% 12 +118
ITALY 54.0 8.4% S 56.8 7.6% 4 +5.2
LUXEMBOURG 03  01% 15 04  00% 16 +6.4
NETHERLANDS 132 2% 9 14 18% 10 +89
NORWAY 38 06% 14 a1 06% 15 +58
PORTUGAL 990 1.4% 11 10.1 1.8% 1 +12.6
SPAIN W82 5.1% 8
TURKEY 362  56% 7 479  6.4% 7 +322
Uk 857  8.7% 4 564 7.5% 5 +12
us | 2075 32.%% 1 2345 31.4% 1 +133
JAPAN 1057  18.4% 2 1150  15.9% 2 +126
NON US NATO 3300 51.3% 3839 52.7%
NON US NATO
4 JaPaN a356  67.8% 5128 88.6%
~ TOTAL NATQ 5370  83.6% 6284  B4.1%
YOTAL NATO
+ JAPAN 5427  300.0% 7474 100.0%
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CHART A-39

MESTIC PRODUCT
PER CAPITA

(1983 CONSTANT DOLLARS — 1983 EXCHANGE RATES)

TOTAL
1971 1983 % CHANGE
% OF % OF
HIGHEST HIGHEST
S NATION RANK S NATION RANK 71Vs 83
BELGIUM $ 6339  54.6% 11 S 8117 57.9% 10 +28.1
CANADA $10455  90.1% 2 $13054  93.1% 3 +24.9
~ DENMWRK S 8834 76.2% 3 s1102 79.2% 4 +25.5
. FRANCE S 7203 62.1°% 8 S9532 680% 7 +323
GERMANY § 8411 72.5% 5 510624 75.8% 5 +26.3
GREECE 5 2639 227% 135 3491 249% 13 +32.3
ITALY $ 4851 427 12 56209 443 12 +25.4
 LUXEMBOURG  § 7212 © 82.1% 758999 64.2% 9 +248
' KETHERLANDS S 7585  65.3% § S 9180  855% 8 +212
NORWAY § 8831 761 4 313316 95.0% 2 +50.8
- PORTUGAL S 1477 127 14 S 2047 146% it +38.6
 YURKEY S 800  6.3% 15 51033 7.4% 15 +29.1
UK S 6626  57.1% 9 38078 576% 1 +21.9
us S11608  100.0% 1 $14023  100.6° 1 +20.8
SAPAN § 6542 56.4% 10 S10133 723 6 +54.9
NON US NATO  §6228 53.0% S 7695  54.9% +236
NON US NATO
+ JAPAN S 6304  54.3% 58306 59.2% +318
YOTAL NATO 5 8302  71.5% $10209  728°: +230
TOTAL NATO
+ JAPAN S 8013 69.0% S10197  72.7%: +27.3
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CHART A-40

GROSS DOMESTIC PRODUCT
PER CAPRITA

(1983 CONSTANT DOLLARS — 1983 EXCHANGE RATES)
(INCLUDING SPAIN)

TOTAL
1971 1983 % CHANGE
o QF % QF
HIGHEST HIGHEST

S NATION RANK S NATION RANK 71 VS 83

BELGIUM S 6338  54.6% 11 S 8117 57.9% 10 +28.1
CANADA $10455  90.1% 2 313054  93.1% 3 +24.9
DENMARK S 8845  76.2% 3 S11102 79.2% 4 +25.5
FRANCE S 7203 B21% 8 § 9532 68.0% 7 +32.3
. GERMANY S Ba11 72.8% 5 510624 75.8% 5 +26.3
GREECE S 2639 22.7% i3 § 3481 233, 14 +323
iTALY $ 4951  42.7% 12§ 6209 44.3% 12 +25.4
LUXEMBOURG S 7212 62.1% 7 S BSSY 6427 9 +24.8
NETHERLANDS S 7585  65.3% 6 S 9180  65.5% 8 +212
NORWAY S 8831 76.3% §  S13316 95.0% 2 +50.8
PORTUGAL S 1477 12.7% 14§ 2047 14.6% 15 +38.6
SPAIN S 4160 29.7°. 13
TURKEY S 800 6.9 15 S 1033 7.4%, 16 +23.1
UK $ 6626  57.1%: 9 58078 575% 1 +21.9
us S11608  100.0°: 1 $14023  1060.0%: 1 +208
JAPAN $ 6542  56.4%: 10 S10¥33  72.3% 6 +54.5
NON US NATO  §$6228 537 S 7352 S2.4%
NON U5 NATO
.+ JAPAN S 6304  54.9% $ 7997 57.0%
TOTAL NATO  § 8302 71.5% S 9842  70.2%:
- TOYAL NATO

+ JAPAN S 8013 69.9%: $ 9888  70.5::
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CHART A-41

PER CAPITA DEFENSE SPENDING

{1983 CONSTANT DOLLARS — 19283 EXCHANGE RATES)

TOTAL
1971 1983 % CHANGE
% OF % OF
HIGHEST HIGHEST

S NATION RANK S NATION RANK 71 Vs 83

BELG!UM $192  19.8% 9  s21t  29.8% 8 +415
CANADA $270  27.9% 7 $287  315% 7 +6.2
DENMARK $263  27.1% 8  S282  29.5% 9 +2.2
FRANCE $291  30.0% 4 S398  436% 4 +36.6
GERMANY $282  29.1% 5  $360  39.5% 5 +27.7
GREECE $126  13.0% 11 $222  24.4% 10 +76.6
ITALY $145  14.9% 10 5167 18.3% 1 +15.3
LUXEMBOURG § 61  6.3% 13 s112 12.3% 13 +83.5
NETHERLANDS $276  20.5% 6  $206  325% 6 +7.2
NORWAY™ €324  33.5% 3 s4n 45.2% 3 +26.8
PORTUGAL $102  10.6% 12 S 69 7.5% 14 -330

~ TURKEY $ 33  34% 15  § 52 5.7% 15 +58.2

- . UK $38€  39.8% 2 S426 46.8% 2 +10.3

- us $969  100.0% 1 8911 100.0% 1 - 6.0
JAPAM S 56 5.8"% 14 S101 11.1% 13 +80.9
" NOM US NATO  §238  24.6% $281  30.8% +17.7
© NGH.US NATC
. % JAPAN $194  20.0% $236  25.5% +21.4
. TOVAL NATO  §520  53.7% $531  58.3% +2.1
TATAL NATO
+ JABAN 444 45.8% $459  50.4% +3.4
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CHART A-42

PER CAPITA DEFENSE SPENDING

- (1983 CONSTANT DOLLARS -- 19£3 EXCHANGE RATES)

(INCLUDING SPAIN)

TOTAL
1971 1983 % CHANGE
% OF % OF
{HIGHEST HIGHEST

S NATION RANK S NATION RANK 71vs 83

BELGIUM 5192 18.8% 9 $271 29.8%

8 4415
CANADA $270  27.9% 78287 31.5% 7 +6.2
DEMMARK 5263 27.1% - 8  S$269  29.5% 9 +2.2
FRANCE & 1 30.0% 4 S398  43.6% 4 +36.6
GERMANY 9282 29.1% S  $360  39.5% 5 +27.7
GREECE S126  13.0% 11 $222 24.4% 10 +76.6
ITALY. 8145 14.9% 10 S167  18.3% 11 +15.3
~ LUXEMBOURG  § 61 6.3% 13 s112 12.3% 13 +€35
- NETHERLANDS S276  28.5% 6 5296 3235% 6 +7.2
NORWAY. §324  33.5% 3 sS4t 452% 3 +26.8
PORTUGAL ~ §102  13.6% 12 $68 75% 15 -330
BPAIN S * vy * 8118 13.0% 12 0.0
TURKEY ~  $33  34% 15§52  &7% 16 +58.3
UKk 5286 39.8% 2 S426  4B.8% 2 +19.3
US - S8  100.0% i $911  100.9% 1 - 6.0
SAPAN § 56  58% 1@ $101 11.1% 14 +80.9
WON U8 NATO  §238  24.6% §265  29.1%
 HON US NATO o
L 4 JAPAN S194  #0.0% S227  24.8%
© TOTALNATO 5520 S3.7% | $506  §5.5%
TOTAL NATO o | | .
+ JAPAN s 458% 3442 48.50%




APPENDIX B
BURDEMSHARING MEASUREMENT FACTORS

DATA PROBLEMS

Ay discussion of comparative burdensharing must rest on comparability

of the underlving data on which comparisons are based. Ultimately all the
data must come from the countries concerned, but each has its own budgat,
financial and tax systems. In addition, different methods of recruiting
and managing manpower make it difficult to compare personnel costs between
nations., Problems are created by fluctuations in internaticnal exchange
rates and differences in the quality and use of inflation indicators.

NATO has attempied to deal with some of these problems, e.g.. by agreeing
oan a canton definiticn of what constitutes defense expenditures. NATO
has nct, however, formally addressed such problems as differences in
purchasing power parity, the effects of taxation on defense expenditures,
or ways to normalize manpower costs resulting from the use of volunteers

. Ot conscripts.

DEEINITION OF DEPENSE EXPENDITURE

The necessary and fundamental basis for a comparison of NATO defense
~effocts is an agreed common definition of defense expenditures. These
are defined broadly, for NATQ purposes, as expenditures made by national
governments specifically to meet the needs of the country's arimed forces.
Under this definition expenditures for any given period should represent
payments mede during that same pericd, even if, for national accounting
reasons, the payments may be charged to a praceding budget pericd. Oanly
actyal payments are countad and the payment 18 considered made when the
monay 16 actually disbursed. Indirect costs, such as loss of revenue
_cause by of tax exemptions on government transactions, ave not counted as
payments.  An exampic of a non-defense budget item which might be included
in the MATO definition is the cost of domestic security forces (assuming
they will Be under military authority in wartime. have had military
traning and are issued military equipment). Other examples would be
government contributions to military persion systems and unreimbursed
military assistance to other members of the alliance. Items which would
not be included in the NATO definition are, inter alia, the costs of wor
dahaga, veteran's benefits, civil defense and stockpiling of strategic
materials.

The definition above is substantially complete but does not cover
“2ll the possible cages. Any division between defense expenditures and
‘other public outlays which contribute to NATO security is partially
arbitrary, Aid to developing countries and the expense of maintaining
free access to Berlin supplement military outlays to the extent that they
foster political cohesion and contribute to free world stability.
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Some authorities believe that the cost of defense should be defined

in terms of the value of civilian goods and services foregone because of
the necessity to spend on defense - the opportunity costs, in an economist's
definition. The difference between the opportunity cost and the defense
asxpenditure could be significant in the case of the pay of military
personnel in countries which rely on conscription, where military pay is
sower than the foregone value of their services to the economy. Defense
efforts of such countries would be understated in comparison to those of
countries with volunteer forces. However, this distinction holds only
when the civilian labor market would offer alternative employment to all
conscripted individuals, as in situations of full employment. As unemplov-
ment fluctuates in each country the opportunity cost of conscript manpower
changes with it.

Exchange rate fluctuations exert an important influence on international
comparisons of defense burden—sharing. For example, whenever the US
dollar exchange rate falls in terms of the currency of another NATO ally,
that conmtry's ¢ fense budget appears smaller when converted to dollars.
Revertheles., the amount of defense a given sum can buy remains the same
(izhin the country) despite the fall in terms of the dollar.

In the past vea., most NAK currencies have remained fairly stable in
tevmg of aach other while - st have weakened against the dollar. None
{except the dollar) tas appreciarou significantly. Exchange rates have

been held «Gascant in this report to minimize the misleading effects of
‘axchange rate fluctvations oo burder~-sharing comparisons.

.. Bxchange reta fluctuations reflect exunomic and political changes in the
“osupply and demand of currencies, which themselves reflect changing financial
Cand trade yelationships among ~ountries. Thiey may also reflect charges
S dod or business confidence, Bechuse erchange rates are subject to
~ ®everal economie and political forces, .ne resulting changes in the costs
-of stationimy treops are mot considered c©ists to the Alliance in burdensharing
tevms., : .

Tt is nectssary o find a mathad to egralize exchage rate fluctuations.

The most rrecige methad Jevised to date is the Purchasirg Power Parity

{PPP) system. This states the numbe: f units of a country's currency

which have the sawe purchasing power for a category of goods or service:

ss @ U.S. dollar has in a given yeal. This is a good system for comprison
betwsen w0 countries, hut beooomes much move difficult when three or moce
ave involvad.
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Another system, developed by the United Nations, is the Country-Product-Dummy
(C2D) method which uses a set of "international prices" derived from
purchasing power parities. The UN comparisons using these "international
prices" reveal a different picture when compared with straight linear
exchange rate conversions. The latter method tends to understate real
expenditures by other countries relative to the US, especially when the
dollar is strong {(as it has been during the last year).

Because of such problems of statistical methodology NATO uses agreed-upon
statistical data and systems in preparing its International Staff Memorandum:
"Basic Statistical data on the Defense Effort and Economic Developments

of NATO Countries". The memorandum employs its own exchange rate conversion
method to campare national defense expenditures. The NATO international
staff is constantly working on the problem of developing better methodology
to improve its price deflators. This will lead eventually to the development
of an agreed PPP system for defense comparisons. In the meantime, NATO

- makes its comparisons using the best available data, plus other consistent
sources, in its annual International Staff Memorandum.

THE EFYECYS OF INFLATION OF DEFENSE SPENDING MEASUREMENT

- The technique for handling the complex problem of measuring the effects
or inflation on defense spending comparison has become a sub-science of
its own. The system used in NATO makes use of a calculated deflator
which makes possible comparisons among several countries with differing
exchange vates., Deflators can be computed in different ways and several
methods have been developed in attempts to draw valid comparisons and
conalusions about the defense budgets of NATO countries and Japan. None
- of these is flavless. Nevertheless, the deflator system is the best tcol
we have devised up to now to enable quick comparizons to be drawn.
Though it is widely used, its methodology is constantly being refined.
The deflator allows the most accurate comparisons to be made between the
- prices and budget cutlays of one country with those of another, allowing
- for each country's rate of inflation.

- Inflation can have a important impact on the public's perception of
deféngse spending. While budget cutlays in actual asounts continue to
increase, the goods and services these amounts buy do not increase st the
same rate because of inflation. This is a difficult idea to convey to

- pational electorates who, even if they understand the reasoning behind

it, are themselves caught in the squeeze of inflation. In inflationary
times, there is strong competition among conflicting interests and programs

115




for budyetary resources. When popular sccial programs are threatened and
inflation adds new burdens to those who are caring for the young, old,
sick and incapacitated, increases in military spending are not politically
popular. The effects of inflation cn a nation's will to spend scarce
resources on defense can be very strong. All NATO countries have had
problems with this in the last few years.

GENERAL EQONOMIC IMPACT OF DEFENSE EFFORTS

While all NATO countries have common political and defense goals
which they try to attain through membership in the Alliance, it is evident
that they differ greatly from one another, particularly in economic
strength., For example, Iceland has 240,000 inhabitants and the U.S.
235,000,000, Canada has 6 persons per square mile and the Netherlands
has 900. Providing space for military use, including bases, is more
difficult and represents a greater economic sacrifice where space is
limited. Gross Domestic Preduct (GDP) alsc varies widely from $3 billion
in Iceland and Luxembourg to $3,288 billion in the United States. The
GoP of the United States represents about 55% of the Alliance total while
Germany's is about 11%. GDP variations ave largely influenced by the degree
~ of a naticn's economic developments. For instance, the United State's
- per capita GDP is $14,023 compared to Turkey's $1,033. NATO has always
- supported the concept that countries whose economic strength is greatest
should assuue a greater burden by devoting a larger portion of their GDP
to defense. This is similar to the principle of progressive taxation
~ which most NATO countries apply to share the internal costs of government
-~ and public services. Therefore, those with higher incomes should be
prepared to contribute not only a greater amount in absolute terms but
also a greater proportion of their incomes. In some cases, thevefore,
civilian consumption and investment must be restrained to meet the needs
- of the Atlantic Community. These limitations should be less onerous
C for: the economically less developed sumbers., _

. Sane of the Eurcpean members of the Alliance believe that the division
~ batween defense and other public expenditures which contribute to secuvity
is somewhat arbitary. Certainly, payments for social purposes, education,
investwent in economic growth, assistance to developing countries, maintaining
free access to Berlin, etc., complement military outlays in that they
- ocontribute to political cohesion ard aid in resisting intermal and external
~ threats. Any otiier definition of the defense effort would also be open
- to the charge of being arbitrary as well, While some civilian expenditures
algy strengthen the defense position of mesber countries it is equally
. -true that military outlays, particularly infrastructure pro3ects, also
“benefit the civilian economy.  The feeling of security which is the
- product of defense efforts is a necessary prerequisite to presperity and
internal calm, and contributee to d@velomﬂnt and prosperity.
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BALANCE OF PAYMENTS |

For some countries foreign exchange difficulties have indeed been one

of the main obstacles encountered in the defense effort. However, in the
case of fairly advanced countries, it is not normally an obstacle of a
structural nature, as are the obstacles met by developing countries. 1In
this respect, looking only at the military transactions affecting the
foreign exchange position would be misleading; indeed, a relatively large
deficit on such transactions may be easily financed by countries whose
general balance of payments is positive, or who have accummulated abundant
gold and foreign exchange reserves, while even a small deficit on military
transactions may seriously add to the balance of payments difficulties
experienced by other countries. In short, the problem of the impact of
the defense effort on the foreign exchange position of a country has to
be exanined in the context of its overall external finances, i.e., taking
account of the strength of its balance of payments and of its gold and
foreign exchange reserves.

BOONMIC DEVELOPMENT

Thie NATO Alliance has several members (and sub-national regions) which
are underdeveloped. The stability of these nations is, to a greater extent
or lesser extent, dependent on their continued development, and thus this
development will to some extent determine their roles in the Alliance in

- future years.

- INDUSTRIAL_IMPACT

Over the years, many prograws have been established for the cooperative
development and production of NATO weapons. The methods employed coproduction,
dual-production and the families of weapons concept. These prograns all

- involve the sharing of development and production costs and have produced
large savings in R&D expenditures to indiviaual nations. They are the
primovy svenue of technology transfer among the nations of the Alliance.
Weapons program transfers operate in both directions. For example, the US
has bowght the MAG-58 machine gun and the 120mm tank gun from EBurope, and

. Buropean manufacturers have fabricated the P-16 alrframe and components.

In defense equipment trade, the balance is still well in the United
States' favor. 1In dollar terms we sell apptoximately six times more
equipment to. Burope than it buys from us. This is partly explained by
the preponderance of “big ticket" items, e.g., fighter aircraft we sell to
Europe., We are seeking opportunities to develop more of a two-way street
in defense trade with our allies.

mmxm OF STATIONED FORCES TO HOST NATION ECONOMY

’ tangible benefit to nations where NATO troops are stationed is the

117




hard currency contribucions, both official and personal, which go along
with the maintenance of large standing forces, %ousing, food supplies
and energy are a fewof the major expenditures which are largely bought
from the host country. Support services and administration are also

. largely staffed by naticnals of the host country, making military bases
important employers in several nations. In the forty years since the

end WW II, the eccnomies of numbers of communities in Western Eurcpe

have become tightly linked to the spending patterns of local base adminis-
trations. Local economies also benefit from base-related priorities

for internal redistribution - where national governments spend important
sums locally in support of facilities on their own soil. While this does
not add to the total income of the nationg, it has important local effects.

 WEST BERLIN

Germany makes substantial outlays for the defense of West Berlin
which include the support of three allied garrisons (US, UK and France).
There are also programs funded by West Germany designed to promote the
political and economic stability of the city. Because of several
wortime and postwar agreements, West Berlin expenditures, even for the
‘military garrisons, cannot be included as defense expenditures in NATO
- tallies. Yet, it is Alliance doctrine that the defense of West Berlin
- 1s a NATO comnitment. If the funds West Germany spends in West Berlln
- {over $5.4 billion per annum) were included in her NATO total, her officially
- doqumanted Alliance burdensharing level would go up substantially. The
~ city of Berlin remains of great psychological value to Germans on both
- gides of the border, while the NATO commitment to its defense i3 a
visible measure of NATO's resolve in Central Europe.

AID 10 DEVELOPING COUNTRIES

Official aid to developing countries is sometimes cited as part of

- & nation's overall defense burden. In addition to military assistance,
which i3 included in RATO's definltion of defense expenditure, wost
industrialized NAT0 countries extend various types and amounts of develop-
mental assistance to developing countries. While these expenditures do
not. add directly to NATO's defensive capability, they do in general
contribute to Free World peace and stablility and they do constitute a
financial burden on the donor's economy. The proportion of putative
economic ald actually assignable to defense-related purposes can only

~ be estimated on a case-by-case. There is so much variation in the

.- cbjectives and vecipients of aid that direct comparisons between donor
- countries ave very hard to make.

Purther, defining “aid" ig extremely difficult and can be misleading.
Exenptions from tariff and non-tariff barriers, monetary and non-monetary
preferences, standards and codes and a variety of preferential commercial
arvangements all influence the amounts of assistance provided in real
terms,  Statistical preblems abound. Chart B-1 is an attempt to reconcile
as many of the problems as possible.
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CHART B-1

NET OFFICIAL DEVELOPH
ASSISTANCE AS PERCENT GF GD

P

PERCENTAGES S MILLIONS

1980 | 1981 1982 | 1983 | 1980 | 1981 1982 | 1983

BELGIUM 50 | 59 | 80 | .59 595 | 575 | 501 | 480
'CANADA 43 | 43 | 42 | 45 | 1075 | 1180 | 1197 | 1429
DENMARK J4 |73 | 7| 73 481 | 403! 415 | 395
FRANCE 64 | 73 | 75 | 74 | 4162 | 4177 | 4028 | 3815

- | GERMANY 44 a7 48 49 | 3567 | 3182 | 3163 | 3176

| ITALY | A7 1 a9 | 28 | 24 683 | 665 | 812 | 827
JAPAN 32 | 28 | 29 | 33 | 3353 | 3171 | 3023 | 376t
'NETHERLANDS | 103 [108 |08 | 91 | 1830 | 1510 | 1474 | 1195
NORWAY 8 | 82 | 99 |106 | 486| 467 | s59| sea

UNITED KINGDOM 35 44 38 35 1852 | 2191 1793 | 1605

UMITED STATES 27 20 27 24 7138 | 5782 | 8202 | 7992
KON US NATO .48 82 52 52 | 14531 | 13,359 | 13.942 ] 13.506
NATO 38 36 .38 38 | 21669 | 20141 [ 22,144 | 21,498
TOTAL 37 35 a7 37 {25022 | 23,312 | 25,167 | 25,259
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