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Directorate and reviewed by the Economic Committee in accordance 
with the Procedures for the NATO Defence Planning Review(l) is 
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ate by the Chairman --- 
In response to the request of the Defence Planning Com- 

mittee(l) an appreciation of the 
Yr;rsa~ Pact countries for 

economic position of the NATO and 
the period through 1980 is attached. This 

appreciation has been prepe.red in accordance wi-ch the revised 
procedures for the NATO Ylarxxing Review of May 1971(l), specifying 
that a basic Economic Appreciation, looking at the economic position 
elf tie Alliance and tne blarsaw Pact over the same time--span as the 
Military Appreciation, 
e,xpendftures, 

and including possible trends in defence 
be prepared by the Economic Directorate of the Inter- 

national Staff and reviewed by the Economic ComnLttee. In accordance 
with these instructions end recommendations made by the Defence 
Review Comnit-tee in July 1972(Z) the Appreciation has now been com- 
pleted and copies ar e herewith folwarded to the Defence Review 
Committee. 

5. T??ze preparation of this Anpreciation has been base6 on the 
information available from the OEC?and national sources concerning 
the ?LUO countries,and NATO and national sources concerning the 
Jf SJ r s g:yJ Pact countries. Close consultation has also taken place with 

. the NATO Military Authorities responsible for the Mlitary Apprecia- 
tion(3) and the annual report on Soviet Bloc Strength and 
Capabilities(4). 

3. It is to be noted that any projections of future growth 
rates involve substantial uncertainties. Tne information drawn upon 
is however the best available, but the validity and usefulness of. 

\ . / data relating to possible future developments rests very largely on 
f,he assumptions adopted. For trends of defence expenditure more 
than one assumption has been used while for the economic growth 
projectiax the latest figures from OECD sources are reported, The 
latter should not be inteqreted as forecasts of future economic 
~319.27, rc t 0 5 o but only as providing reference data for assessing 5 
possible future devtionments. In particular, the future economic . 
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growth rates of individual countries are likely to show greater 
variance from the projections than the aggregate trends for total 
Warsaw Pact and total NATO. In view of the above and the chaxging 
economic situation up-dating of this paper might be conside;?ed 
useful as soon as ne?l information becomes available, 

(Signed) Ye 3LAuLAN 

DPC/D(77)10, paragraph 5(b) and Paragraph 8, Axmex I 
DRC/DS(72)11 , 
rmc-IO-73 
.ma61-73 
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e%Terience 
The countries of the Alliance today possess the 

of a quarter of a century of virtually uninterrupted 
_. econo@c growth - an unprecedented record in economic history as 

regards both the duration and the strength of the expansion. 
This record points to the existence of strong forces built into 
modern economies favouring growth. Increased international 
economic co-operation and the commitment of virtually all 
governments to full employment and economic expansion has 
strongly contributed to the growth performance. 
growth has 9 

The period of 
however, not been without problems. No countries 

have succeeded in keeping their economies on a balanced gro-Ah 
path all the time. Inflation and balance of payments problems 
vmre aggravated by the weakness of the interna.tional :Jayments 
system and mounting international monetary uroblems, particularly 
over the last decade, Total defence exnenditures continued to grow 
during most of this period, but the defkce burden declined. This 
was particularly the case for European member countries in the 
“9960s when economic growth was considerably higher than the 
growth of defence expenditures, the latter actually dropping 
slightly in real terms during the second half of the decade. 

2, The rate of economic expansion has been faster in 
Europe than in North America over -Ithe last two decades, the 
rate of growth of their gross national products (GXP) averaging 
4.8% and 3.6~; respectively. The economic growth and increasing 
interdependence of the European member countries has been such 
that they are now emerging as a major economic pov;er in their 
own right which in some measure competes with the United States. 
lo additional impetus to growth was the creation in Europe of 
two trade groupings which promoted trade not only within and 
between the gro@.ngs, but also with North America and the 
Third World, Recent developments show that the proce.ss of 
economic integration ,i,n l&n-ope will continue. The creation of 
a huge economic community will continue to change the balance 
between .$&rope and North America. During this process it ;;lill 
be increasingly important to achieve agreement with North . 
America not only on economic questions but also on all 
irq~or-tmt areas of foreign policy including defence, on 
relations with the Tliird World and on efforts to preserve a 
healthy environment. 

30 Taking the years since 7950 as a whole, nrice and 
cost developments were relatively satisfactory in the countries 
of the Alliance, &ices increased less in Morth America than 
in huope during this period, 2.&s and 3.8% respectively 
calculated as a yearly average, Kowever, by the end of the Last 
decade the inflationary development worsened considerably Jn all 

INIATO RESTRICTEg -I.-ycI)ypc 
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contin-ues to be a major problem in spite of strong 
measures taken to fight it, h more satisfactory qrice de.velo;>ment, 
a narrowing of the wage differential between the kLted States 
and other major industrial powers, and, the realignment of ezchange 
rates which has taken place are factors which might be expected 
to nake US goods more competitive in future years and help solve 
the serious balance of paylnents problem of the United States. 

4. The United States balance of payments dificits whicch 
reached a record of $31 billion on official settlenents Tn"i971 
alone and economic imbalances in other major industrial comtries 
trere important elements behind the present international monetary 
difficulties. The Smithsonian agreement in Decerlber 1971 was 
concerned mainly with realigning exchange rates, It did not 
attempt to deal with structural weaknesses in the international 
monetary system. These have still to be remedied before it 1s 
possible to build a new and stronger international econoraic order. 

B. 

5. The Warsaw Pact nations have experienced rasid economic 
Growth during the postwar period. Between 1950 and 1960 the 
yearly rate of econon?ic growth was 6,1$ in the Soviet Unio;l and 
5.6:; in the satellite countries on average. During the last 
decade the percentages were 5.456 and 4,2$5 respectively(l). On the 
whole, the growth perfomance has been higher during this period 
than in NATO member countries0 

6. Factors independent of the Comunist economic planning 
system have contributed to economic growth in the postwar period. 
\.farsatl Pact corntries have been anxious to acquire Gester- tec~io~ogy 
and have been increasingly able to do so, Throughout the sixties, 
the labour force in the USSR continued to expand sufficiently to 
:aintain the rhyt-ti of flextensivetl growth, but this was clue more 
-0 the increased participation of women and a switch of workers from 
seasonal to regular work than to We absolute increase in the number 
of people of working age, 

7. Economic expmsion has9 however, been slowing dolm in 
t41s past decade, particularly in the mre advanced countries (the 
UZSR, Czechoslovakia, East Gerpilany). For the most part this was 
c'.u.e to a decline in the rate of growth of productivity,, ' Deficiencies in the Warsaw Pact R & D (particularly 3-n dkklo~nent) 
systems have forced them to look to Vestern technioues to lessen- 
-:he technological gap, but they ha\ ye had difficulties in introduc- 
i:?g such innovations into the production processes, Furthermore, the demonstrated vulnefability of Soviet agriculture to unfavourable 
:;leatIier (in ‘1963, 1969 and 75'72) has negatively affected economic 
f;r*owth. 

. 
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8. Much of the responsibility for declining productivity 
trends, however, rests on centralised systems of control of 
economic development. Institutional rigidities, lack of m~lret 
competition and in flexible pricing have caused substantial error 
and waste, 

9.- Incentives to efficiency and enterprise in Varsav? Pact 
countries have also been discouraged by the relatively small share 
of resources allocated to the consumer. Per- capita consumi~tion(l) 
was estimated as only one-third to two-thirds of Vest J3uropean 
Living standards in the 196Os, The slowly rising standard-of- 
living is in sharp contrast to increases in investment, which 
accounted for 30-3555 of GFP in '1970, considerably higher than the 
investment share in most NATO countries. Consumer-oriented 
allocations are also limited by the defence burden, The estimated 
value of Soviet military outlays (which represent about e5$ 05 
the Warsaw Pact total) rose appreciably in the l96Os and: deBpike 
a recent levelling-off, is now prcbably directly comlxrable In 
terms of the resburces it commands with US defence e-enditures. 

110, gymptomatic of these basic problems has been the 
failure of a dynamic, viable 'gCommon Markets' to develop out of 
COKECOI"!, the organizational framework for economic relations 
among Warsaw Pact countries, The foreign trade of the USSR is 
snail with exports accounting for only 2,5$ of GNP. In the case 
of other Warsaw Pact countries9 the export share is considerably 
greater ("10-207;) and 6O?S of their trade is directed to each other 
or the Soviet Union; none of the East European nations is self- 
sufficient and all are dependent to some degree on foreign trade 
to meet their needs, Nevertheless, the USSR has not been willing to 
impose, as a basis for COMECON integration its preference for joint 
pEanning under tight central control, ncr has it been willing to 
accept currency convertibili%y along with some decentralisation of 
economic authority as preferred by Hungary and Poland, 

140 Underlying the recent deterioration in econom2c 
performance has been Soviet reluctance to permit adeouate reform 
of the relatively rigid systems and institutions wit&n which 
economic development is sought, 
tne USSR included, 

Ml Karsaw Pact governments, 

economic remedies 
have experimented in the 1960s wit?? promS.siilg 

- increased imports of Yestern 'iechnolo~* via 
industrial co-operation, a more consumer-oriented allocation of 
resources, and relaxation of central economic controls. ITO 
radical changes have resulted, however. The Soviet invasion of 
Czechoslovakia and the Brezhnev doctrine of 196.3 clearly sfLTla?.led 
Noscot!las continued insistence on. limiting action along these lfzes. 

-‘~- - 

(1) See Table '7 annexed for GNP per capita 
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A. In NATO countries 

- OECD projections 

12. The prospects for further rapid economic growth in the 
countries of the Alliance during the 1970s seem promising. But 
the'very high growth rates of the last decade and a half might 
perhaps not be matched. The underlying growth forces are strong, 
however, and might be emected to generate substantial additions 
to the wealth of member countries, On the other hand, the pressure 
of demand on available resources can be expected to grow even more 
strongly and both the rate of growth and the pattern of resources 
allocation in the future are a matter of conjecture. A starting 
point for an examination of 4&e prospects and problems likely to 
arise in this field is provided by the authoritative study of 
economic growth A960-SO that has been made by the OECD. These 
estimates are purely quantitative and do not take account of the 
consequences which might follow from major changes in world political 
and economic conditions. Nor do they assess the effect of better 
internal a_vld external equilibrium or the effects of environmental 
preservation and increased leisure time on economic growth. 

13. The OECD bases its projections upon the assumption 
that the pressure of demand represents a normal degree of cqital 
utilisation .during the period kithout either inflationary strains 
or undersirably high unemployment. On these assumptions the co&tied 
gross dorncstic product of the NATO countries taken as a whole might 
increase at an average annual rate of about 4.7;; betz?een 1970 and 
?930. The grovrth rate (annual average) in the United States and 
Canada is put at 4.5:; and 5.45 respectively and in HAT0 Europe at 
4.9%. Part of the growth will, of course, be attributable to the 
increase in the size of the labour force but in most member HAT0 
Europe countries this is expected to average between 0.5 and 1s: 
yearly over the decade. The main factor contributing to growth must 
therefore be a sustained rise in productivity. 

N&TO R1;:STR.ICTE.D 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



&TI?PCTED 

-IO- &127-D/&36 

m Yearly urease 
Population (million) 

- United States 
- Canada- 
- NATO Europe 

x (milliard US $) 

- United States 
- Canada 
- NATO Europe 

(us 89 
- United States 
- Canada 
- NATO Europe 

2w5 

’ 2% 
307 

4,400 
3,131 
1,898 

227 I*0 
24 I*1 

332 0.8 

-I,401 405 
“la3 594 
9% 4*9 

6,162 3.4 
4,755 4.3 
2,828 4’. I 0 

As can be seen from the summry figures given above for the 1X20 
countries as a whole, the @JP callculated in constant ‘I970 urices 
would increase according to the OECD projections from US $7,550 
milliard in '1970 to nearly $2,500 in 1980, Out of this total 
the United States would account for some 57;: in 7980, about the ., 
same percentage as in 1970. The combined GNP for NATO u&ropean 
riembGr countries would increase by some $350 milliard over the 
decade and would approach $7,000 milliard in 1980. The North ' 
American total would increase by some $500 milliard and would 
exceed $?,500 milliard by 1980(3), 

-l4. The effect on the standard of living of such a 
development would also be considerable in spite of an estimated 
population increase in -the P&TO area of perhaps 50 nillion dwing 
the current decade(2), The average per capita GNP for EAT0 
Ekzrope would increase from somewhat less.than $1,9OC ;Ier head 
in 19'70 to about $2,800 per head in 1980 or not far f>om the 
present average-level of total NATO(3). In North America the 
GNP per head would increase further from the high 1970 leveq of 
$4,400 in 1970 to perhaps $6,000 in ?gSO. Such increases iii oer 
capita national incomes are bound to have profound effects on' 
the structure of the economies of aenber countries. Rac'icel 
changes \rill take place in the demand pattern influencinv 
direction of investments and production, Service indus-&~?~+~l 
continue to expand rapidly in response to increased ckmmd foi - 
services. The importance of the public sector consuqtion nigh-t 

See Table '1 annexed for details 
See Table 2 mes:ed for details 
See Table 3 annexed for details 
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also increase as a consequence of the higher standard of living. 
The changing economic balance this will bring about will have 
repercussions on the pattern of both external trade and internal 
demand. The further channelling of resources to achieve improved 
health, education and other social services and an increasing 
need to cope with environmental problems can be eqected to roin- 
force the centripetal tendencies evident in government and 
industry as the scope and complexity of their activities increase. 

75. The OECD growth projections provide a quanti,tative 
basis for examining the probable economic developments in the 
Alliance in the 19'70s. However, to obtain a better appreciation 
of the problems and pressures that could arise and influence the 
situation some of the more important non-quantitative assumptions 
are briefly reviewed below. 

- Factors which might retard the growth performance 

36. The inflationary problems have worsened considerably 
since the beginning of this decade and measures taken in major 
Western countries to dampen price and wage increases have in 
recent years contributed towards a slowing down of the economic. 
growth in member countries taken as a whole. The problem of 
inflation has yet to be solved however. This factor might - 
therefore influence the growth performance during the period under 
review I and, of even greater importance, can be ezqected to distort 
resource allocation and in particular add to the difficulties of 
budgetary management. 

77. The lack of internal stability has been the main 
factor behind the serious external imbalances of major member 
countries in recent years and of the monetary difficulties of 
the late 1960s and the monetary crises of 1971. During the 
postwar period international trade eqended at a rate never 
eqerienced in economic history, This achievement was not 
only the fruit of international co-operation, it was also 
facilitated by a long period of relative stability of the 
international monetary system. International trade, which has 
been an important growth factor during the past two decades, 
could also be one of the main growth elements during the 1970s. 
Yrade cannot, however, develop satisfactorily in an unstable 
environment and an iqrovement in the international monetary 
situation is therefore of major importance for future satisfactory 
growth. I 

-l8. The necessity to protect the environment might be 
e:vected to demand more resources during the current decade. 
The importance of this task might lead to a change in the 
present concept of national income formulation whereby investment 
in environmental protection t;roulcl become a permanent and essential 
sart of the process of calculating a nation's wealth. Economic 
growth measured by the domestic product, does not give an adequate 
indication of the increase in the standard of living in member 
countries. The sazfeguarding of the external environment will 
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require measures which are contrary to the aim of the greatest 
groxti in production, but which nevertheless will imx+ove the 
people's living conditions and well-being. 1t is anticinated 
that gradually choices will be made which %siPl lead to a-greater 
part of the increase in the standard-of-living being taken out 
in forms other than those which appear in the domestic qroduct., 
The reduction in working hours during recent years is a.6 example 
of such a choice. Vith the increasing.standard of living9 
shortening of working hours and more leisure time, pure production 
considerations might be expected to be given relatively less weight 
thus tending to slow the growth of the GNP, 

19. 
increasing 

The foreseen economic growth will depend upon rapidly 
supplies of raw materials and energy. On the energy 

side some supply problems might emerge towards the end of the 
decade. The effect of this factor is dependent upon the 
dimensions of the problem. 
handicapped, shortages 

However, even if growth were not 

price increases, 
could be expected to p&roduce substantial 

which would feed the inflationary forces end 1 
make the efforts of member countries to stabilise their economies 
more difficult, 

- Factors favourable to growth ? 
20. The enlargement of the European Economic Community from 

Ist January, 1973 should produce economic incentives favourable 
to growth in the countries concerned, Increasing co-ord&tLon 
of economic policies within the EXC, and the investment op-oortunity 
offered by the wider ,grouping should help increase nro&xtivity, 
and higher trade turnover within the Community might tend to 
improve the division of labour between the member countries. 
Closer economic co-ape"+' IQ ion and the implementation of a common 
monetary policy are 1il;ely to be key factors in securing mone'cary 
stability and in doin 
imbalances, 

g away with internal and- external econokc 
High economic activity within a market of 300 million 

people is bound to. produce effects favourable to the develo2nen-t 
of international trade and payments in the 1197Os, 

21. The disappearance of the severe.cyclical eccmonic swings 
characteristic of the grewar period is partly due to the canti- 
cyclical polic$ pursued by governments,-but also to the 
that the consumption share of GW, 

Ti"adt 
more or less unaffected by the 

internal economic activity, has steadily increased, This is due 
to the rising importance of public demand9 the increasing - 
influence of the service sector IJhich is less affected by changes 
in economic activity, and the strength of labour organizations, 
all of which have had a stabilising effect on the purchasin‘c. -?olier 
of consumers. The modern economies thus possess an innort&" 
element of built-in purchasing power which guarantees L certa?n 
minimum level of econcinic activity, 
to fall. 

below which it is unlEke3y 
This is an important economic factor not to be ovcrlool;ed 

tlhen evaluating the growth prospects in the current decade. The 
tendency is for these stabilising forces to increase during the 
current decade, improving further the growth of the econonies 
member countries. 

OZ 
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22. External factors, sqch as detente and lower defence 
expenditures, might also influence economic growth favourably 
in the 1970s. The development in this field depends upon the 
outcome of discussions on European security and on mutual force 
rsductions in Europe. The immediate effect of agreements betifeen 
East and West in these fields is likely to be mainly of a 
psychological nature. In the longer term, however, increased 
-&as-t/West trade might play a bigger r61e Ln stimulating gro&h, 
This is particularly the case as far as imports of raw materials 
and fuel from Communist countries are concerned. Additional 
resources made available to the civilian economy as a consequence 
of force reductions cannot be regarded as an important factor in the 
growth picture. 

;- 

- The economic outlook 

23. To sum up the main points from the foregoing, the OECD 
projections are the most authoritative and up-to-date concerning 
the Alliance as a whole. They give a relatively favourable view 
of the economic prospects for the 19'70s. 
likely to rise by 60:; or more, 

Resources (GKP) are 

higher living standards. 
most of the increase going into 

To obtain this rate of growth the 
incustrial and technological base will have to be both deenened 
and expanded and the defence potential of the Alliance will thus 
be considerably enhances. On the other hand, the growth actually 
achieved could fall short of this projection. The problem of 
naintainiing a balance, whether this is in terms of sunply and 
denand pressures within economies or in terms of adjusting to more 
general changes taking place in the economic and social scene, could 
~~11 mean that the growth path is lower than that pmjec&d. Even 
on the assumption that the projections prove correct, the pace 
of advance - as the OECD points out- 
major problems in the economic field. 

will be such as to pose some 
The rate of increase projected, 

although little different from that achieved over the last decade 
Vi.11, if maintained, not merely make.more acute the problems facei 
i3 recent years, 
levels. 

but will lift the problems on to suite different 

housing, 
This is the case with the expansion of urbanisation 
road systems and the increasing demand for servfces'nrovided 

by the State in such fields as education and health. As the 8ECD 
report concludes, the achievement of high rates of economic growth 
Wll not in itself provide a satisfactory answer for meeting the 
clianging social demands unless the growth process is pronerly 
d?rected. Member countries will continue to be faced with difficult 
problems of resource allocation and it would appear desirable t&t 
the longer term objectives are clearly identified. 

B. 

- Likely economic developments in the q97Os 

24. Conditions seem propitious for relatively rapid economic 
growth in the 1970s although it will probably be slightly less 
rapid than in the last decade. For the Warsaw Pact countries as a 
whole a growth rate of some 4.5;: (annual average) seems 1,ikely against 
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a rate close to 5.0$ in the 196Os(7); In the main this reflects 
expectations of a continued slackening of the rate of gro?&h of 
the Soviet economy, which accounts for over three-quarters of 
total GNP in the !;Tarsaw Pact. 

25. In Eastern Europe as a whole, economic performance is 
e:rpected to match that of the 1960s even though less emphasis is 
being placed on gro\\rth as a criterion. In fact, these cou,rltries 
now appear willing to sacrifice some growth in order to implement 
programmes to benefit the consumer. Growth of labour productivity(2) 
is likely to be supported by (i) expansion of industrial 
co-operation and imports of Western technology, and (ii) gradual 
proliferation of labour skills, '$technocracy'#, and especially 
computer technology and hardware throughout the labour force and 
capital structure. Vith such stimuli, the less develoved economies 
of Poland (where labour will probably be in surplus(3)) Bulgaria; 
and Romania may well match the dynamic pace of average 5 - 7s; 
increases per year achieved in the 1960s. Some abatement oZ 
Romania's expansion would not be surprising in view of an e:mected 
halving of its rate of growth of employment, Slower growth during 
the current decade is also expected ior Hungary and Czechoslovakia 
as Q result of tighter labour constraints., Development of 
Czechoslovak productivity has also been set back by political purges 
and other after-effects.of the Soviet invasion. On the other hand, 
the East German economy may well expand somewhat more rapidly in 
the 1970s if, as is expected, there is a slight easing of-its 
labour shortages, 

26, For the Soviet economy, although the growth rate can be 
expected to slacken somewhat in the 197Os, it would still be 
quite respectable by Western standards. The figure of a 4.5:; 
annual average rise for the decade takes into aocount the 
agricultural crisis and industrial slowdown of 1971/1972 which 
may bring down the GNP growth rate to as low as 1.5s; in 1972, 
The longer-term estimate (4.5$)(4) is based in the main on the 
e.:qected development of employmen" 
which is slowing down, 

CI and investment, the grov;th of 

improve slightly. 
and on productivity, which is e:qected to 

See Table 5 
See Table 5 
See Table 6(b) anslexed 

(4) See TabLe 5(b) annexed 
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Population (millions)(L) 
- USSR 
- other Warsaw Pact 
GXF (at established prices) (billion 
K& in 1970 prices, purchasing power 
parity)(2) 

- USSR 
- other P!arsaw 'Pact 
GFTP er head (US gp 1970 prices@ 
mower parity)(3) 
- USSR 
- other Warsaw Pact 

346 
243 
103 

702 

539 
171 

2030 
2190 
1660 

376 
'267 
109 

1085 

823 
262 

2900 

3090 
2410 

Yearly $5 
increase 

4.5% 

4,5$ 
4.3:; 

3.5:: 
3.5:: 
3.6:: 

. - Factors which might retard growth performmce 

27. The foregoing projections are more likely to be Over- 
optimistic than over-pessimistic, A poor 1972 harvest and a 
continuing industrial slowdown have held Soviet groyrth back to about 
half the 4.5 pace in the first two years of the decade. Should 
international tensions increase9 military spending might accelerate 
further from Yae present high level, On the basis of recent 
performance, resource fungibility, and possibly consumer presswes, 
such as reallocation would probably be largely at the ezqense Of 
investment, thus lowering its rate of growth, A further factor 
likely to add significantly to the demand on available resources9 thus 
also pressing upon the funds available for investment, is the growing 
necessity to protect the environment, 

28, Renewed East/Vest tensions might also 1Pmit productivity 
gains by curbing Vestern e&Torts of advances equipment and tech- 
niques on relatively favourable terms, Furthermore, the WSSR 
f.:.“.l!_ undoubtedly continue to have problems in introducing Yestern 
technology into the production process, In the USSR, productivity 
gro:tih might thus be held down to its 1s; rate of the past decade, 

- . * . 

See Table 6(a) annexed. 
See Tables 5(a) and 5(b) anne\xed 
See Table 7 annexed. 
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29. Increases in productivity would probably also be 
if administrative reorganization either in the direction of 

impeded 
centralisation or decentralisation were extreme or sudden. A 
policy cf regimentation, with its stifling of incentives wou2.d 
add to the rigidities and waste already built into centralised 
Flanning. At the opposite extreme, as shown by the Czechoslovak 
and Hungarian experiences, 2 decentralisation involving increased 
economic freedom and conrpetition might have a somewhat dis~~tive 
effect on economic stability and growth. 

30. Labour shortages may become serious in the more 
advanced countries. Soviet employment, for instxnce, might rise 
no more rapidly then the 1.3% rate planned, though this target 
seems overly pessimistic to many Western observers. 

31 l Energy constraints might conceivably be felt in the 
latter part of the decade in those East European countries (all' 
except Romania) that have received the bulk of their oil and 
natural gas requirements from the USSR. To the extent that ylorld 
energy supplies become scarcer, demand for Soviet oil and natural 
gas from non-COBmOI? users will tend to increase. The USSR would. 
then have the option to increase its hard-currency earnings abroad. 
Hungarian leaders have already expressed anxiety about Sovi e "c 
hesitation to make long-term fuel exrport commitments. Such 
East European doubts are probably not assuaged by current Soviet 
negotiations with Western governments and companies rogerding 
future oil exports in exchange for development assistai2ce. 

32. Finally, recurrences of extremely unfavourable weather 
with corresponding damage to agricultural output and to economic' 
growth, cannot be ruled out. Agriculture remains one of the most 
acutely sensitive economic sectors, especially in the'Soviet 
Union. It is the poten-Z.al source.of an improved meat and milk 
diet promised by the r&ime, but the poor harvest of 
that the sector is still highly vulnerable. Years of 

1972 con%rms 
mechanisation and richemicalisation" cannot greatly alter the 
climatic and location disadvantages, the short growing season, 
and the waste stemming from lack of market incentives. These 
we=aknesses continue to divert considerable resources (gold aM 
foreign exchange as well as domestic production) from indus'crial 
modernisation, 

33e A coincidence of all these unfavourable possibilities 
during the 1970s 1:lould probably result in a growth rate belo~r%$ 
per year for the Soviet Union(l), if not for the V2m2w r3act 
countries as a whole. 

- - 
(I) See Table 5(b) (Low Variant) annexed 
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34. If 

=-IT- 

Factors favourable to grotih 

East/Test relations improve sufficiently in the . - 1970s tqj.th or without new arms limitation agreements, xne 
Soviet defence share of GHP might decline further %I- Striking 
i;:lnrovement in &st,P;?est relations might result in an iIItTOdLX$ion 
of-'ii'estem technology that could contribute to a further narrowing 
of the t1product4vity gap? Efficiency and enterprise might also 
be boosted more than is now eqected if the current Soviet policy 
of disfavour for economic decentralisation is reversed, though 
there seems little likelihood of such a reversal at piresent, 

359 The rate of increase in productivity might rise LO 
3.8$ or so yearly in the USSR and moderate economic reforms 
might also speed growth of the capital stock and employment, In 
such circumstances, a yearly average rate of grow-& of GNP 
exceeding 556 might be attained in the USSR(q) with favourable. 
repercussions on the rest of the Warsaw Pact countriesB 

36. Economic co-operation among Warsaw Paet countries 
(e.g. in joint investment projects and multilateral monetary 
experiments) may have some impact on economic growth, 
Co-operation of COXECON countries with.each other, as with the 
Vest, is impeded by institutional rigidities and autarchic 
policies of their state-trading systems, The COMECOZ\! programme 
of 197-l appears non-committal end somewhat contradictory, 
mentionin,? voluntary abstention by any member from joint projects 

i 

a Romanian position), an approach to currency convertibility 
Zungarian/Polish preferences), and evolution of joint planning 
favoured by the Soviets), On the other hand, some further 

increase in the modest scale of economic co-operation presently 
practised would seem not or&y normal but even hard to avoid 
among grokdng, relatively developed nations in close geographic 
proximity. Eastern Europe is also becoming more amenable to 
increased integration as it is realized that imports of Western 
technolo,~ will not solve all economic problems, 

37. To sum up the main points from the foregsing, Soviet 
economic growth during 321~ 9970s is eqected to slot; down to 
&)Proximately the East European pace,, which may continue past 
krends. Such expansion (around Ibo5$0 per year average) would 
still be respectable by Western standards, In the absence of a 
substantial increase in the labour force9 productivity increases 
are likely to become the principal growth factor. Kigher 
productivity is likely to be soc,&t by the Soviet leadership*not 
In basic reforms,, which might jeopardize central party control 
of the economy, but in increased economic co-operation with the 
T?est - Le. greater imports 0 f ?Yestern teoh.nolo,q~ on easier terms. 

(1) See Table S(b)'(High Variant) annexed, 
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PART III: 

A. ' IN NATO COUNTRIES 

- &sumptions 

3s. The assessments made below are based on the assumption 
that no radical changes will take place either economically or 
politically during the period under review. It is recognised 
that the international political and economic situation will 
continue to evolve, but for the purpose of this report it is 
assumed that the basic features, notably East/West relations and the US/Europe partnership in NATO, will not change sufficiently 
to radically modify the general economic projections on which 
any assessment of defence capabilities must rest. In such 
circumstances the economies of the member states of NATO might 
be expected to continue to grow at a rate more or less in 
conformity with the projections made by OECD for the period 
3970/1980 described In Part II above. It must be added, however, 
that the OECD in making such projections drew attention to the 
difficulties involved, notably the problem of assessing the 
relative importance of the various factors contributing to growth 
and the e&xtent and nature of their interrelation. The projections 
of economic growth are therefore indicative of trends9 rather than 
forecasts, . 

39. As sreported in Part II above the additional resources 
likely to become av ailable to member countries over this decade 
could represent by 1980 an increase of 60:; in real terms over 
the 1970 level of CHP of member countries taken as a whole. The rates of growth will vary from country to country and the OECD 
projections are reported in Table 1 of the Annex to this paper. 
Such quantitative projections greatly over-simplify the p%oblens 
inherent in examining future resource availability and use. 
Nevertheless they provide a useful first view 02 possible future 
situations regarding defence efforts.. With such a rate of grot;rt;h 
the potential capacity of member countries for defence obviously 
increases but the e>q>erience of the past decade has been that 
demands on resources increase even more rapidly in such circum- 
stances making resource allocations even more difficult. Indeed, 
circumstances of rapid growth can be less favourable for decence 
than a more hardly won - and lower - growth rate which impel?s a 
more strict and rigorous examination and acceptance of the prior- 
ities adopted for allocating resources, 

- Possible future 

40. In response to the directive given in the terms of 
reference(?) for th' 1s paper that possible trends in defence 
expenditure be included, three hypotheses have been selected 
for illustrative pwposes, 

7T)TT$%(71)10; (7?T%XTGy, IFTJTZiXE 1: -w-4 . . * paragrapm 
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w 

(ii) 

(iii) 

-ag- 

That the defence expenditure share in GIW 
is maintained (i.e. defence expenditure would 
rise in real terms at the same rate as GNP) 

that the level of defence expenditure - in 
real terms - is maintained throughout the 
period 

that defence expenditures are maintained but 
only in money term s and that inflation, at a 
rate similar to that of the 1960s (i.e& 47; 
per wad p continues to erode the real purchasing 
power of such outlays. 

41. On the first hypothesis (i.eo that the defence share 
of GNP is maintained) which is the current resource guidance 
adopted by the DPC for force plan7ning purposes, the growth rate 
of defence expenditure would be the same as projected for GIG 
and consequently the yearly real increase would average, close to 
5:: for NATO as a whole(l). In terms of additional resources the 
average level. of expenditure (in constant prices) I;rould be 60: 
higher in 1980 than in 4o70(2), 
(in 1970 constant prices I 

For NATO Europe(%) the increase 
would be of the order of $42 billion 

over the present level of some $20 billion, Such an increase 
could be presumed sufficient to meet all present major deficiencies, 
On the other hand, it might be noted that this additional sum, 
even if attained is below the present level of the costs incurred 
by the United States for maintaining their forces in Europe* 

42. On the second hypothesis (ioe, that defence expenditure 
is held constant in real terms) and assuming economic growth rates 
EtS indicated by the OECD, the defence share of GNP would fall to 
4.4?: by 1980 for NATO members(l) as a whole, compared with the 1970 
share of 6.9(3L In NATO Europe(%) the decline would be from 
4.1% in 1970 to 2,6$ by 1980, and within this ag,Tegate figure 
the precentage shares would have fallen below 2$ in three countries 
(Denmark, Italy and Luxembourg), and to between 2:; and 31 in the 
remainder, excepting Portugal and the United Kingdom where the 
share would still be of the order of 4$ of GNP. A.clposs the 
~thTkiC the share in Canada would be down to below 24: and in the 
United States to some ~06$5, 

(1) DPC member countries 
(2) See Table 9(a) annexed 
(3) See Table 9(b) annexed 
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43. On the third hypothesis (i.e. that defence expenditures 
are maintained but on1 
(averaging 4:; per year T 

in money terms and the inflation 
erodes its purchasing power),the real 

value of'defence would have diminished by 1980 by some 325: 
compared with the 7970 position. Assuming economic growth at 
the rates projected by the OECD, the defence share of GNP would ' 
fall by A980 to 3.3s.; for NATO members(l) as a whole, and to 2.45 
for I'ATO Europe. Within these aggregates for no less than 5 
countries the share would be below 2;"; by 19SO. 

- Trends in wific economic areas and their 
&mplication xor defe-nce capabilities 

(a) mation and manpower developments 

44. The population of NATQ member countries is erected to 
rise from some 533 million in 1970 to very nearly 583 &Won by' 
1980, roughly the sane rate of increase as in the preceeding 
decade(2). Theoretically therefore the maintenance of the present 
personnel strength of the armed forces should present no 
difficulties(3). A number of factors however canbe expected 
to exert a considerable influence on the ability of member countries 
to respond to military manpower requirements: 

- The number of men reaching military age in the years 
up to 1980 are set out in table II(c). For most countries there 
should be no quantitative problem but changes in conscript/regular 
content of the armed fortes(4) and the length of conscript 
service can be eqected to continue to greatly influence the 
probletis faced by individual countries. 

- The educational level of the population is Likely to 
improve considerably during the 1970s increasing the number of 
specialists and the total supply of skilled personnel. Given the 
economic growbh outlook, however, the labour situation can be 
e:&yected to remain relatively tight in most countries. For the 
awned forces this implies no easing of the existing difficulties 
of maintaining rec~ruitment and particularly the enlistment of 
&tilled personnel. It also implies that.wages and salariee 
generally, and consequently pay and allowances in the forces will 
continue to rise shar@y. ' 

.(I) DFC member countries 
(2) See Table 2 annexed 
(3) See Tables II(a) and V(b) annexed showing probable trend 

of military manpower share of total labour force if the 
former is maintained at a fixed.strength. 

(4) See Table II(d) annesed for further details. 
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b) 
45. The consumpticn of raw materials and energy by the 

armed forces and defence industries is minimal compared with 
the total yearly supply of such products, Changes in the 
military consumption of raw materials and energy have very 
restricted effects on the total supply and demand picture and 
on the price building proces% The military demand for raw 
materials can therefore be e,xpected to be easily satisfied within 
the framework of rapidly increasing production during the 1970s. 
On the basis of the growth assumptions used) the total demand 
for raw materials and ener,v can be expected to grow rapidly. 
&en the development of minor shortages might affect the prices 
and thus indirectly the defence capabilities through the 
budgetary impact of rising costs, 

(c) Public exoenditure trends 

46. One of the more marked characteristics of public 
e:menditure trends over the last decade has been the very rapid 
rtrIotJth of total public expenditures and the declining share Of 
?he total allocated to defence. The defence budgets of most 
member countries are now sledom the major single elements of 
state budget expenditure, education and health spending in 
nest countries having greatly increased over recent years, In 
fact;, between 1965 and '3970 the budgets of member countries 
increased at a yearly average of some 9 to lO$ (in money terzs) 
taken as a whole. This increase was higher than the simultaneous 
growth of GNP and consequently the share of public consumption 
Fa GNP increased during the second half of the last decade, 
Turin 
some fi 

the same period defence budgets rose (in money terms) by 
$; in NATO Europe, For the 1970s Tao factors that are 

likely to influence most strongly the size of the defence 
budgets will be the eontintig pressure to step up civil e:~>enditures 
while at the same time economic policy is likely to continue to 
require that the rate of (real) increase in total public 
e:Genditures is held to the rate of GNP g 

47. A recent study by the OECD(q), following their 
earlier report on the growth of output lg60-1930, examines the 
chmlging pattern o-7 expenditure which emerges from the figures 
for the pest and the projections for the period ~-J-J to 1930. It 

- EhOWS that the Tao main factors.contributing to rising public. 
expenditures have been the sharply rising demands for services 
traditionally provided by the public sector (health and education) 
and the rising share of other private ezqenditures finances by 
governments as a result of social security and other welfare 
~i*O@%DliileS e The question this raises is how fast and how far this 
shift can go without aggravating the inflationa,ry tensions. If 
these trends continue during the,l970s the budgetamg constraints 
12~ be expected to remain or even become more sex5ous than in 
recent years, The allocation of budgetary resourcq between the 

(j> Expenditure Trends in 0 countries ~960-‘1930 (i~u~y 1972) 
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different sectors of the economy will be determined by the new 
set of pyiorities. The trend of recent years of a falling share 
of defence expenditures of total budget .expenditures can be 
expected.to continue. Tie problems will be aggravated if the 
forecasts reported by member countries to the OECD concerning the 
development of the future public consumption materialise. The 
majority of countries foresee that public consumption in 
constant prices will grow more slowly than the GNP during 
the '!97Os, a factor which can be expected to intensify further 
the. competition for budgetary resources. 

(d) Cost and price inflation 

48. During the first few years of the 1970s inflation has 
been much more serious than during the last decade. It is a 
possibility .that prices might.continue to ,increase steeply i'n 
the next few years. To forecast changes in the absolute price 
level five or ten years ahead is however impossible. To attempt 
to do so would involve a forecast of the extent to which policies 
to contain and control inflation in expanding economies are 
likely to succeed. Dut there are strong forces kffecting trends 
~t;;aklve prices making trend extrapolation valid to some 
1: As in the 196Os, it can thus. be assumed that the deflator 

for goiernment consumption in all countries will rise faster in 
the 1970s than the GXP deflator. Thus in current nricesP ~Ubl2.C 
consumption -&ll continue to take a larger share of GXP than in 
constant prices. In most countries the defence expenditure deflator 
increased as'fast, and in some cases faster than, the deflator 
for govermr,ent consumption in the 1960s. To maintain defence 
exnenditures in real terms(l) in the 1970s necessitates yearly 
increases in expenditures corresponding to the rise of the 
deflator of government expenditures or more(2). 

ve costs in the field of 

49. Closely associated with the problem of rising prices 
and costs are the effects of inflation on relative costs in the 
defence sector i.e. the deterioration in the relation be'kleen 
operating expenditures and investments. The share of pay and 
allowances and operational expenditures in total defence 
ezenditures has increased from 78% in NATO European countries 
19 d 5 to.8496 in 1971, As a consequence the share of resources 
for investment purposes has declined from 22% in 1965 to some - 
,16$ in 19'7'1. The effect on major equipment has been particularly 
significant, 
12:; in 1971. 

'the percentage declining from 17s: in 1965 to only 
The main factor behind this development has been 

the steeply rising wage level throughout this period, pushing 
up the share of defence expenditures devoted to pay and allowances. 

-- 

(I) i.e. to maintain the same purchasing 

7 
oods and services) as that recorded 
e.g. 1970 tIhen constant 19’70 prices 

(2) See Table 13 annexed. 
r;ln NATO RESTRICT,= 

-22- 

power (for defence. 
in the reference year 
are adopted). 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



AC/12?4/43tj -2g- 

The squeeze of investment resources led to postponement of investmeat 
expenditure, which also increased, This contributed to the continued 
narrowing of the investment margin,, whereas in fact it ought to have 
increased to keep pace with technological progress and the resulting 
changes in military needs. These factors are likely to continue to 
make themselves strongly felt in the 1970s. To maintain the present 
level of defence capability requires allocation of additional real 
resources to the defence sector during the defence planning period. 
Merely to maintain the actual level of real purchasing power of the 
defence budgets implies a certain reduction of the defence 
capability of the Alliance, The above consideratfons point to 
continued budgetary constraints during the 197Os, both within the 
defence budget itself and within the total budget. 

50. The growing external imbalances and the consequent huge 
surpluses and deficits of major member countries of the Alliance 
during recent years have had repercussions on the defence capabilities 
of NATO. In two respects in particular - the stationing of forces 
where they are needed in central Europe, and the purchase and 
standardization of equipment - these repercussions have been and are 
likely to remain important, The offset agreements concerning 
stationing costs concluded between deficit and surplus countries 
have contributed towards easing the problem but not solving it. 
They have in fact been an additional factor making more difficult 
the particular problem of achieving joint NATO wide action to improve 
procurement and standardization of equipment. Improvement of the 
international monetary system should reduce the relative importance 
of balance of payments considerations in the defence field. The 
measures to correct the balance of payments position of the United 
States should ease the problem of US stationing costs in EUr.rp;htxt 
the movement back into balance seems likely to take time. 
other hand, the enlargement of the European Community increases the 
responsibility of European governments for the security of their QWU 
countries, 

B. 

51. Any assumptions of the implications for defence capabilities 
of likely economic developments in the 1970s in the Warsaw Pact - 
countries is subject to far greater uncertainty than the parallel 
assessment made above for the NATO countries, In the Warsaw Pact 
countries economic developments are not subject to market forces 
ac in Vestern countries, they reflect a more or less strict program- 
ming which generally does not take account of supply and demand as 
understood in the West, In other words, production and the final use 
ox' resources are the result of central planning reflecting policy 
drxisions of an arbitrary nature. The assumptions adopted for 
esunining likely developments can thus differ consideYablys In 
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preparing this section it has been assumed that the Soviet"leaders 
will aim at as high a rate of economic growth as is consonant wi*% 
economic stability and-the achievement of their prime objectives. 
It is assumed that no radical changes in world power relationships 
will take place, and that their main objectives will be to 
strengthen their positionand influence in the world, for which 
purpose both economic and military power are relevant. 

. 
- The resources base 

22. In Part II B. of this appreciation the most likely 
development of the Soviet Union's economy w&s considered to be a 
moderate slowing down of the rate of growth to perhaps some 4.5% 
yearly on average throughthe 1970s.; the average growth rate in 
the other Warsaw Pact countries being of roughly the same magnitude. 
Examination of why such a slackening is likely to occur throws some 
light on the economic considerations that could influence the 
military effort. In other words, to what extent is the future 

Soviet 

growth of investment and consumption likely to entail constraints 
on resources available for defences or conversely, to what extent 
is the increasing cost of the latter likely to entail a squeezing 
of resources for investment and particularly constiption. With 
this in view the Soviet leaders have determined, or will have to 
determine, their choices and priorities in accordance with the‘needs 
of economic developments. . 

53. A review of the various factors.which were considered in 
assessing the. g?owth of the Soviet economy up to 1980, provide a 
;;;;;cfor considering possible allocations of resources in the 

. The slackening of economic growth is mainly attributable 
to the declining rate of increase of production factors, i.e. 
capital and manpower, which began to make themselves felt towards 
the end of the last decade. The allocation of resources to defence 
and to defence-related R & D, as well as the vicissitudes of 
agriculture, are among the more important factors behind t'nis 
development. 
of the rate 

Current Soviet plans indicate a continuing slowdown 
of growth of investment up td 1975. This factor 

coupled with the continuing lag in the technological moderni$ation 
programe, raises doubts about theportisibilities of achieving the 
accelerated growth rates in the latter half of the five year period 
as envisaged in the plan. In such circumstances the scope for 
allocating more resources to militaryuse might be somewhat reduced, 
but in assessing the significance of slich an economic constraint 
a number of other considerations have to be taken into account.’ 

54. In the first place the increase in total resources will 
be vary substantial even if the rate of increase slackens somewhat. 
This will ensure a considerable degree of flexibility in resource 
allocation, particularly as the Soviet Authorities do not have to 
give the same consideration to consumer demand as in the Western 
type of open market economy. Furthermore, the absolute level of 
the resources directed to military use increased appreciably in 
the 1950s and 1960s and is now comparable in the end res;llts 
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achieved to the United States effort(l), although the economic base 
is roughly only half the size of the latter%. This implies that 
further very effective increases in military capability could be 
made without the additional resources absorbed having as great a 
marginal significance as in the past (i.e. they would not need to 
take the lion's share of the additional resources becoming available). 
There are also, compared to the West, very considerable differences 
in the method by which resources are shared out, which makes simple 
quantitative assessments such as trying to measure changes in the 
total rouble value of the military effort or its share of GNP, less 
meaningful than equivalent estimates made for Western countries. 

ic economic factors affect 

(4 
55. Population growth has been slowing in most Warsaw Pact 

countries since the mid-1950s, largely as a result of reduced birth 
rates and,except in Po&and, the labour supply can be expected to be 
tight in the 197Os(2). Tn the USSR the slowdown in the natural 
increase, coupled with the drying up of the supply of surplus labour 
from the countryside, poses a serious problem, as industrial expQsion 
must accordingly depend increasingly on higher productivity. 
the military point of view the position is somewhat different. 
Difficulties were experienced in the 1960s in many Warsaw Pact 
countries in finding sufficient manpower for the armed forces, as 
the smaller numbers born in the war years reached military age, 
However, the male population of military age will increase in the 
early 1970s in most Warsaw Pact countries and durPng the whole of 
the decade in the USSR. IIn such circumstances military manpower 
constraints will not be quantitative(2) but some economic pressure 
to respond to civil manpower needs is likely to be felt. However, 
as mentioned earlier, resources allocation is dependent on planning 
decisions rather than market forces, and consequently in the Warsaw 
Pact countries a relative scarcity of manpower is unlikely to be 
felt through rising personnel costs, 

56. The impact of military requirements on avaifable energy 
and mineral supplies is somewhat greater in the Warsaw Pact countries 
than in the Alliance, In the USSR this feature also has a qualitative 
aspect: the military effort is probably allotted a somewhat greater 
share of high quality manpower, 
civilian activities, 

equipment and material than are 
The USSR is rich in fuel resources and in nearly 

all raw materials except natural rubber and aluminium, The implica- 
tions for Warsaw Pact miPitary capabilities in the 1970s are 
consequently favourable in most respects. The exploitation of these 
resources will require improved transportation and consequently 
substantial investment and this could be a limiting factor, 

(2) See Table 6 annexed 
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(c) State expenditures 

57. . The very different method of resources allocation and 
measurement followed in Communist countries, makes it impossible to 
des,cribe developments in a manner comparable to normal usage in the 
West. The published defence budget covers a far narrower range of 
goods and services than in the West, with, notably, the major part 
of defence production, and R & D located in the Science Budget. 
Over the last four years the official defence budget has stood 
still at 17.9 milliard roubles, science expenditures on the other 
hand have increased from 10.0 milliard roubles in 1969 to a planned 
15.5 milliard roubles for 1973. Other estimates of expenditures of 
a military nature are included under other budget items, but the 
information available is insufficient for an accurate assessment 
of military spending in Western terms. The problem not only concerns 
the items to be included but,also how they are priced. Prices in 
the USSR are,administratively fixed and it is easily possible to. 
put a low price tag on militdry equipment. Consequently attempts 
to assess possible future trends in terms of total expenditures are 
of limited value. 

(d) Inflation and changes in relative costs 

58. The Warsaw Pact countries are not fully immune to inflation 
in the sense that the total mass of money end of purchasing power 
may increase faster then the mass of goods and services produced. 
In such circumstances however it is not normal for prices to rise 
in consequence; 
their policies, 

the authorities can aim to adjust prices to suit 
The effect of inflationary pressure is therefore 

a shortage of goods rather than rising prices. Some experts believe 
that major price changes of wholesale goods in the USSR have on 
occasion been allowed to have an effect on the reported level of 
the. defence budget, that is, that the Soviet authorities have been 
willing even in the military sphere to allow prices to reflect 
rising costs. 
to suggest that 

This is a possibility, but the evidence would seem 
the prices of military goods are closer to costs 

than the prices of civilian goods. 

\- 59. The realcost of military equipment.must have risen 
considerably in recent years, both in R & D and in production 
because of the greater sophistication of weapon system. On the 
personnel side, too, the trend must have been upward since wages 
in the Warsaw Pact countries have risen slightly along with living 
standards. 
more marked. 

In the 1970~~ both these trends are likely to become 
The consequences are likely to be greater discrimina- 

tion in selecting priorities, but, compared with the situatkx. in 
Alliance countries, it is much easier to hold down the rise in 
operating expenditure and, over the same time span, the pressure 
for capital expenditures in the military field to rise will possibly 
weaken as the USSR draws level with the West in advanced weapon 
capabilities. 
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60. The USSR is almost self-sufficient economically, and has 
little incentive to link up with other states for purposes of 
specialization. The other six Warsaw Pact countries, on the other 
hand, are small and dependent on trade which over the two decades 
has been subject %o pressure from the USSR to direct the bulk of 
this trade to other socialist states(l), Within the framework of 
COMECON the USSR insists on priority for co-ordination of planni 
(i.e. integration on the basis of administrative/political choice 
while paying lip service to the concept advanced-by Hungary and 

"(j 

Poland of trade and integration on the basis of comparative costs. 
The USSR is the main producer of arms in the Warsaw Pact and the 
main exporter both to Warsaw Pa& partners and to less developed 
countries. Even though much of this material is delivered on credit 
terms such exports are an important source of income. The station- 
ing of forces in Eastern Europe on the other hand probably has to 
be set off against this revenue, It would seem unlikely that this 
pattern of trade and payments will change radically in the period 
under review, P,rms sales and stationing costs are likely to 
continue to be managed under a continuation of the present system, 
The opening up of East/West trade, on the other hand, has a long 
way to go before i% brings about the need for a radical change in 
the present monetary and trading arrangements, 

The factors rno&% likely to influence tary m 

61. The considera%ions expressed above indicate the diffioul- 
ties of assessing possible future developments as %hese can and 
probably will be largely determined by political considerations. 
There are certain basic economic factors however that will influence 
in a general sense military capabilities tha% might be summarized 
at this point. There is some evidence that in the future investment 
and consumption will not grow at a much higher rate than national 
product, and that these two end uses of resources are no% likely 
to exert increasing pressure on remaining resources available for 
defence. The latter increased at about 3% annually over the years 
1966-70 and it seems that in the future there is room for further 
increases. It seems unlikely that the Soviet leaders, despite %heir 
growing awareness of the burden which defence represents for the 
economy, are prepared %o achieve a shift of resources a% the expense 
of defence needs with a view to meeting deficiencies incurred in the 
impelmentation of consmption programming, P/Loreoverp the sluggishness 
of the Soviet administrative bodies is not suited to rajjid transfer 
of important resources from one sector to another, It is never%heless 
possible that the general slackening of the rate of growth of the 
resources available, as well as problems arising from now onwards 
in the implementation of economic clans which are9 however9 less 
ambitious than formerly, entail constraints on military programmes, 
Soviet interest in an agreement on armaments limitation is then 
highlighted by the fact that, in addition Lo the heavy burden of %he 
Soviet Union5 armament programmes9 she is facing further military 
outlays resui&Zng from the deterioration of her relations with China, 

0 Tc%) annexed 
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PART IV SUMNARY APPRAISAL 

m 'm&es in the relative .economic capabilities 
Warsaw Pact 

.(a) The balance in'1570 . 
62. Compared with Warsaw Pact countries the economic strength 

of NATO members - in 1970 - shows to considerable advantage in terms 
-of,total.population (533 rr&llion,compared with 346 million) 
-total output ($1730 milliard(1) compared with $702 milliard) and 
are, however, marked differences in the two groups of countries There 

in their inter-relationship and economic ,systems that favour the Warsaw 
Pact when the use of ecqnomic potential for military purposes is 
considered. The USSR has exerted a dominant influence on the 
direction of economic development in Eastern Europe. The defence 
sector of the economy has been given top priority and with the 
concentration of all major (economic) decision-taking at the top, 
military capabilities have been radically expanded over recent years 
at the same time that economic growth has been relatively rapid. 
The USSR has now probably caught up with the US in terms of the 
resources devoted to military use although this is on an economic 
base of roughly half the size. :' 

(b) The balance in 1980 " 

63. By the end of this decade the defence potential of the 
economies of both the Warsaw Pact and NATO member countries will 
have increased considerably. Projections of economic growth have a 
value that is.limited by the assumptions upon which they are made. 
However, assuming no major economic upheavals occur, growth rates 
of GNP on both sides will be similar (between 4 and 5% yearly on 
average). This would amqunt to an increase in GNP from 1970 to 
1980 of the order of 50 to 60% in real terms. It implies that the 
NATO member countries will continue to stay well ahead of the 
Warsaw Pact in terms of magnitude of GNP (e.g.:in 1980; total NATO 
GNP will amount to some $2,500 milliard and total Warsaw Pact GNP 
to some $1,100 milliard), In terms of population NATO will also 
remain well ahead of the Warsaw Pact (583 million and 376 million 
respectively). However, in the use to be made of the increased 
wealth, notably for maintaining or improving military capabilities, 
both groups will face new problems and difficulties. 

64. In the Warsaw Pact countries and notably the USSR economic 
development must increasingly switch from an llextensivell to'an 
"intensive" use of resourcesp 
labour and capital. 

due mainly to a growing scarcity of 
It will become increasingly ‘necessary to look 

to improved technology and rising productivity for growth. This 
will require a continued high level of investment over-a period 
when demand pressures for consumer goods, 
greater, 

even if contained, become 
Such a development is likely to lead to a continuing re- 

appraisal of priorities in resource allocation. The recently 
mwA"IPvdata pertaining to NnmGtry C& are at rnarZZ%~~ 

'in this section for pu,rposes of comparison. Such data in 3,ther 
sections, including the annex, are at factor cost 
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announced Soviet 19'7'3 Plan is an example of how such a re%ppraisal 
can be made at relatively short notice, 

65. Barring unexpected developments that would lead to a mador 
economic slowdown9 the strength of the economies and the potential 
military capabilities of both NATO and Warsaw Pact countries cdn be 
expected to increase substantially over the period under review. 
It goes without saying that the uncertainties attaching to economic 
projections and the importance of the assumptions chosen, call for 
caution in drawing conclusions0 It should be noted that failure to 
achieve the necessary changes in international trade and monetary 
relations could significantly change the economic outlook and in 
particular have unforeseeable effects on resource allocations, In 
the immediate future the current difficulties for agriculture in 
the USSR and the inflation in the West could result, for example, 
in a less favourable economic outturn in the first half of the 
197Os, and even have repercussions extending over the whole decade. 
However, the probability of such developments significantly affect- 
ing the relative economic strengths of the two groups of countries 
is small. The combined GNP of NATO member countries may rise - in 
constant price terms - by $1000 milliard to.reach $2,500 milliard 
in 1980. In the Warsaw Pact countries the increase in GNP in 
comparative dollar terms is unlikely to exceed $400 milliard, which 
would raise the total to over $1,000 by 1980. On these hypotheses 
there will thus be considerably larger additional resources 
available to NATO member countries than to the Warsaw Pact. On 
the other hand in relation to each other the GNPs of the tWo areas 
will maintain roughly the same ratios (100 to 40), 

66. Yhile in terms oi economic growth the advantage would 
seem to lie with the West, in terms of the military use made of.the 
resources a largely counter-balancing advantage would seem to lie 
with the Warsaw Pact, In NATO countries it has proved very 
difficult in recent years to maintain the share of resources (GNP) 
allocated to defence, As a result of detente and the subsequent 
i:qrovement in international relations, consumer demands and other 
social needs such as protection of the environment and urbanization, 
will become an increasing drain on resources0 In the Warsaw Pact 
countries similar pressures will be felt but in a very attenuated 
form as the centralization of the political and economic system 
make the authorities less responsive to public opinion, Consewentl)P 
it is likely to remain considerably easier for defence to retain a 
higher priority in these countries compared with NATO. Feathermore, 
as the USSR has little chance of matching the United States in 
economic power the improvement of her military strength for exerting. 
international influence is likely to be a first consideration. 

67. To illustrate the implications of possible economic 
developments on relative force capabilities, one might start from 
the assumption - a rather optimistic one in fact - that NATO 

NA T 0 
-2% 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



NATO REsTRICTED. 

-3% AC/l270D/a 
throughout the period will do no more than maintain its defence 
expenditures in real terms at the 197Glevel. This would imply a 
defence share of GNP for NATO as a whole declining from 6.7% in 
1970 to some 4% in 1980. Turning to the Warsaw Pact countries two 
possibilities seem relevant: maintaining the relatively high share 
of total resources currently allocated to military use or allowing 
this share to decline slowly. In the first case the Warsaw Pact 
countries would largely overtake NATO b 
expenditures ($116 milliard against $10 t 

1980 in regard to military 
milliard). In the second 

case, a moderate decline in the share of GNP going to defence in 
the Warsaw Pact countries (down to some 10.4% for the group as a 
whole) would .still allow them to match in real terms the resources 
made available to defence in NATO member countries. It indicates 
that even on assumptions that are relatively favourable to NATO, 
the Warsaw Pact would be able to allocate at least as much or more 
resources to defence. 
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-l- 
UATO SRSTRICT~D 

IIAN) COUNTNIES CROSS NATIOI4AL PRODUCTS AT PAC’IVR COST 
(AT 1970 COAST&IT PRICES AliD 1970 EXCSAMCB RATES) 

Prlm 'y&l - 1980 

ckamletim Toarl~ Apan@ PwJsoted 

I 

ti1ic.a B.P. 
milllonW s 
$ *lama 

mlllion D.K. 
mtlluzl us 8 
$ irarmss 

million D.H. 
at11ion US t 
$ honsse 

million Dr.. 
million DS t 
$ JMnas* 

ml111on 1.x. 
ailliaa us t 
p -as 

1.4131~55 
2a.277 ls%i: 

+ 4.0 +‘5.0 
Y% *‘s.e 

105,05e 
i4,ooa 
4 3.5 

%tg 
+'3.3 

29p.005 
9,733 
l 9.7 

4l,l47 
468 

* 7.0 

54,959 
87,934 

l 5.5 

46d909 

+.1.5 

112.839 

'x: 

:2;5 
+'4.7 

'":*:E 
+'7.0 

140,045 
12,967 
9 7.0 

43.970 
110,347 

EaA?¶ 
484,433' 
+ 3.68 

aO,565 
74.523 
+ 5.5 

979.448 
+ 6.0 

I.l45,746 
22.9'5 

97.9n 
'3.W 

m; , 

24p7J 
* 

35.lW 
399 

52,367 
83.7a7 

45'E 

'04*13G 
28.765 

70.027 
9.w4 

165,101 
2.673 

119.855 
'1,098 

43.250 
'O',eoo 

- 
453.383 

‘t’9w9’ 

w . 

lOI, 
13,534 
+ 3.6 

:$E: 
+*2.7 

266.184 
8,873 
4 8.7 

'% 
+ 9.5 

E% 
+'1.4 

45v% 
+ 0.7 

'$*Z 
+'4.7 

73.391 

'+O'Z e 

17ldOQ 
5,955 
+ 5.0 

l)O.W8 
12.119 
+ 902 

44.470 
io6.72a 

+ 2.8 
4zl;‘z 

. 

3’6.49’ 
+ 4.65 

g.~$ 

Iram 

+'5.0 

366.138 

15,m 

12.205 

4 3.8 

+ 8.0 

.~. 
‘8&w 
+ 3.7 

162.110 

945,233 
258*,g 

. 

S'S,932 
17.1% 
+ 7.1 

41&I 

+ 2’: . 
65.393 

‘O$$y . 
49,* 

984 
+ 2.2 

5&g 

c 4.4 

87,511 
142:; 

. 

56.767 
1.135 
+ 2.9 

127.540 
5:;3; 

. 

87.510 
12,251 
+ 4.4 

157.423 

"zi 

log,VI' 
I5.267 
+ 4.5 

"% 
:7.0 

'70,920 
'?F; 

. 

51.094 
122.626 

+ 3.0 

==7Tzz- 
+ 4.77 

':y%; 

+'7.0 

237.492 
211990 

+ 6.8 

a9n 
146.345 

+ 3.6 

=?Tr 
+ 4.94 

k 

I 
t 

s2,01a . 
+ 3.74 

l74r55l 
4 3.79 

-i:*g 
+)5.6 

,129.3al 
+ 4.4 -- 

, 1 

+- 
1 

1:;::: 
+ 5.2 

,4m693 
+4.4 

. 
!.p24,010 

+ 4.61 
*715*579 

+ 4.51 

loy4$$ 
. 

‘%.O% 
+ 7.14 f;% . 

!!%!Al 

POWGAL 

UNIT&Q K.I!iG~ 

5.W 
+ 5.22 

2.798 
+ 4.44 

Silliard I.. 
millIon a 
5 inotwa*e 

mil11on L.P. 
mgllenus~s 

tilliOr# c.. 
tillIon US $ 
$ iponsse 

22% . irlTw63 
:i sea7 

5.074 
4 2.74 

lO.ps6 
14 2.33 

39,‘;%2 . ‘%I% 
+ 4.24 

million E.X. 
millioa 0s t 
$ inems* 

64.149 . . 
+ 4.47 

136,101 
4 4.55 

milliotl &a. 
mAllion us t 
s lnanaas 

alllion T.L. 
mAllion xi t 
s iaonaes 

e7,9s1 
+ 6.80 

41,953 * 
+ 7.00 

‘ri’? . 
milllbzl P 
uinicn US s 
$ iwnaae 

million us $ 

636,684 . 
* 3.44 

"*g17;% 

‘*‘:i7z . 
6.239.287 

+ 4.59 
WC Ewcaean countries 

&g&g millIon L $ 
million US 8' 
$ incnase 

million US S 
;I 

i 
inOt.SS* 

c*:: . 

"lb5'6 
A 

1.421.679 

2-E 
+'5.e 

925,728 
+ 2.7 

463,624 ~ + -2.95 

462402 
. ‘I’;‘: . 

12.494,571 
+ 4.51 

'9,7~*797 
+ 4.57 

5.907.343 
+ 4.38 

NITRD STATES. 

@TM, Dm Cmlrltriee minion us s 
$ irurnasa 

million PI?. 
million 09 8 
$ iLxorease , 

1 million OS 8 
$ inontpae 

gr337? . 

‘*2sE +.5.!39 
'.f3";0~ 

. 
a.vg.693 

+ 4.88 

715,426 ' 
128.8oa 1 

5&l% 

1 

~.55&4a7 

627,180 
+.4.09 

1,6al,l51 
+ 5.14 

_ , . .- 

15’.49’ 
135.301 

+ 5.0 

602,555 
3.50 

59a.925 
+ 3.12 

- .- 

DTAL urn 

-.- .- 

21,607,W: 
+ 4.69 

I 

a: OECE. The rates Of Brodh 1973 to 1980 fmm the OSCD Report on "Expendit& Trenda in OECD Countries 1960~1980" published in &,IT 19T2 - 
i 
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TABLE 2 IA?0 RESTRICTED 
-2- 

NATO COUNTRIES POPULATXON AND LABC'U'R FORCE FROM 1970 To 1980 

(Thousands) 

DENMARK 

FED. REP. OF 
XRMANY 

XtEECE 

ETHERLANDS 

'ORTUGAL 

rufuw 

BIUPED KINGDOhS 

:OUNTRIES 

INITED STATES 

. . Not available 

Sourca: For 1970 8 OECD 
For 1975 : Provisional estimates 
and 1980 

- : Theee figures do note include migrat+on. Note 
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LU,'~32BOURG 
p.Jy;-giJqLfiqDs 
[\;(-j~&y&';y 
P0;';TUGA.L 

TC TLL NATO 

SotlLxe : Table I and Table 2 
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c + .! z 

PAT0 UECLASSIFIED 

. 

NATO Couzrtries Total Coxmmdity Expmts --s---w 
Million US $ (Annual Totals f.0.b.) 

1 
i France 

Fed, Rep, of Germany 
Greece 

I' 
Iceland 

3 I Italy . 
Netherlands 
Norway 

SOrn.CE: OXD, Overa Trade by Countries 

1960 

3,744 
1,464 
6,864 

11,424 
204 

7? 
3e 672 

49 032 
876 
324 
324 

10,296 

A296 
51568 

20,304 
69,168 

1970 I NAT3 CountrJes 
ExporttNp3 p of 

us595 
3 290 

17,940 
34,849 

643 
147 

13 5l88 

11,767 
2,455 

946 
589 

19,351 

+ 210% 
+ 125s 

, -b 161% 
+ 205% 
+ 215% 
+ 104% 

+ WV4 

+ 192% 
+ i8@ 

I 1 + 192s 
' + 82s 

A. 8874 

359 
28s 

13% 
19% 

7$ 
36% 
12$ 

39s 
226 
15% 
7% 

16% 

49% 
25% 
14% 
21% 

8% 
37$ 
16% 

41% 
25% 
17% 
5% 

lg$ 
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TABLE 5(& 

NATO RESTH.LCTki;U 
-5- 

GROSS NATIONAL PRODUCT OF WARSAY PACT 

(1970 constant prices, milliard US dollars at 
purchasing power parity) 

Czechoslovakia 

Hungary 

1980 
[milliard 

us $ - 
21 

45 
53 
24 
73 
46 

823 
-- 
1,035 

-- 

t969 based on estimates by S. Cohn, 
PJ$litary Burden in the Soviet 

estimates by ;lessrs. 
-i$@ring 1960-1968, derived from 

CraMerd and Eigg, Columbia University 
Research ,9oject, llEconomic Developments in the Countries 
of Eastern&rope'1, Both volumes published by the Joint 
Economic Committee, US Congress9 1970. For Eastern Europe 
during 1969-1970 and the USSR in 1970, estimates by MTO, 
"economic Directorate. 

(b) Zast.Guropean fives are based on estimates by the same 
sources as ii1 (a P above regarding the level of GX9 in 1967 
and its growth during 1968-1970. 

(4 2stimates by Economic Directorate, NATO, on the basisof 
arojections of employment and productivity during 1970*1980 
(see Table 5(c)). 

(d) ?he level of Soviet GNP in 19'70 was derived in the fdllow- 
:'.ng way. According to separate estimates by NATO countries 
and by the ECE in Geneva, the ratio between the level of 
&viet GNP and US GKP in 1965 was approximately &/lOO. 
This ratio was changed by applying to the numerator and 
denominator their respective real 
17.5% for the US. (rsm(71)10; 31, r 

wth during 1966-7970: 
$5 for t'ne USSR (5.6;: - 

per year - US estimate). This modified ratio was then 
multiplied by US GN? at factor cost in 1970 - $906 billion 
(ISM(7l)lO). The result was a Soviet GNP of $533 bil,lio?. 
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3ATO RESTRICTED 

Arf~x to 
AC/127-D/+5& 

IOMS OF POSSIEZ PATTERXS OF ECONOI'JI'C GROVTI-I 

(yearly average) 
Assumptions: 

Defence share of GNP 
Yearly growth rate 
for: 
- employment 
- capital stocks 
- residual(d) 

Defence 
Government services 
Gross investment 
Consumption 

(a) Relatively high allocation of resources for defence, slow 
investment growth and agricultural difficulties will 
negatively affect productivity and economic growth. 

(b) Relatively low allocation of resources for defence and 
improved investment and agricultural. performance might 
positively affect productivity and the GXP groyfth rate. 

(c) This estimate marginally exceeds the rounded 4.26 rate 
used in the text. , 

(d) This index is usually assumed to rela%e to efficiency or 
productivity of all g$&mr.a. 

goT&: The nctiodslo~ md most '19'70 data are based on the report . 
(pages 21-33) on the Symposium on "Soviet Economic Gro?.&h 
1970-Ig80rr edited by the Director of Economic, Affairs, 3.20. 
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NATO RESTRTCTEQ 

AlJcJY_t_o_ 
a/127-D/636 

GRO?,UH OF EMPLOYI 

(average annual o/G growth) i ,, 
I 

i 

Country 
- 

Bulgaria 
Czechoslovakia 
East Germany 
Hmgary 
Poland 
Ronania 

- 
Total Eastern 
Eil.PO~e 

-- 
USSR 

pa:;1 Yarsaw 
L 

0’. 5 
1.1 

-0.1 
0.6 
1e6 
I*2 

049 

2.2 

109 

produc- 

6.4 
2.0 
3os 
309 
3-Z 
5.9 

GNP 

6.9 
3.1 
3.0 
4*5 
4.8 

603 

3.5 1 
3.9 
5.0 

i 1 
3.5 Ii 

(a) Output per person employed 

(b) Derived from rates of growth of output and employxient. 
, . (residuaL element) 

(c) Derived from rates of-growth of,empPoyment and Labour 
productivity. 

-S_ T R I C T.-&a 
-7-J 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



SAW PACT COUNTRIES 
(millions) 

Czechoslovakia 
Zast Germany 
weary 
FOlEUld 

Romania 

Total Warsaw Pact 3'10.8 

EcONOmCA??LY ACT'TYE FOX?lXTION OF WRSB! PACT COWTTRIES 
nd 

Czechoslovakia 
East Germany 
mllgary 
Poland 
Ronaina 

1970 - 
4,4 
70'9 
804 
502 

=I605 
1203 

5309 

12309 

'17783 

1975 
4e5 
7 If .W 
8.4 
5.3 

13.-l 
- "12.8 

56.5 - 
134.9 

191.4 

lg~o 
- 

4.6 
7.5 
8.5 : 
5.2 

19.0 
12.9 

. 
57.7 

146.9 

204.6 

m!-: For TaXa 6Ca): projections based o'il LC/d27-.2:,'J52 ar,d 
AC/l27-D/35$ 70-z T!iXZ .- Jo-';zt Economic 
Comittee of US Coi?.:m2s,s sti:.f,.-;.+s by Elies, 1:: 
EcononLcally Rctivs ?.s c'.3%?12~2?. 3y I"lies. 
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S T RI‘GT E D 

-a flI$mI to 
xCx2=/436 

TABLE7 

GNP PER CAPITA: ?VARSAV PACT COUNTRIES, 
$97~jgJp&!& 

(US dollars at purchasing power parity: 1970 prices) 

Czechoslovakia 

East Germany 

Hungary 

Foiand 

Romania 

Eastern Europe 

source : Derived from estimates of GNP (Table 5(a) and 
population (fable 6) 
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OHKODITY EXYORTS 

Poland 

TABLE 8(b) 

Polmd 
Rumnia 

SOURCE: NATO Countriesr Trade with Communist Countries, 
1967~71, .&C/127-D/406, Bth Augztst, 1972 
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Y k T 0 I: E s T 1; 1 C 5 2 I) . 

(c) TAELEg 
3OSSI';.LE !LX;DS OF DZFEi~~C6 EXPI$;;;TDET3IZS OF Wi'O COK~MXZS 1970 to 1380 

AscURlDtiOn : Tie 1970 defence share of Gl!?P is maintsincd 

devoted to Defence in 

Belgium 

Greece 

Netherlands 
lYOP8W? 

Por4x& 
Turkey 
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F -? 

TABIZ 9(bl 

-12- NATO Bk=~TBICTED 

PQSSIBLE TRENDS OF DEFEXCE EXPEKDITUBES OF NATO COUNT&S 1970 to 1980 

Assum~tlonr The 1970 level of defence ermmditures (in oonetant mloes) le 
maintained throunh 1980 

Belgium 
Damnark 
Bed.Reu. of G.moa~(l) 

Greece 
m 
btiexbourg 

Nethorlandr 
KOZ?WCGX 

Fortuna 
Turkey 
United Kingdom 

DPC European Countries 

Canada 
United Statee 

Total DPC Countrfee 

NATO l!hrow 

TOTAL KATO 

-. 

Daf. lkpmd. in 
1970 

Killion US $ 

-- 
750 
m. 

6,167 

474 

2,499 
8 

9,096 
389 

436 

577 

5,865 

1W29 

1,906 

77,854 

98.389 

5,978 

24,607 

104,367 

. .._ 

FEKCE Bxm 

1970 

3.27 
2.81 

3.74 
5.80 

2.98 

0.92 

3.81 

3.96 

7.69 
5.20 

5.65 

4.11 

2.86 

8.64 

6.92 

4.64 

4.23 

6.73 

mTlRm 01 81 

1971 1972 

-7 

3.15 3.04 
2.72 2.62 

3.64 3.52 

5.34 4.87 

2.94 2.84 

0.92 0.90 

3.64 3.52 

3.78 3.61 

7.32 6.84 
4.77 4.45 

5.50 5.32 

3.99 3.85 

2.70 20% 
8.41 7.95 

6.72 6.40 

4.42 4.19 

4.09 3.93 

6.53 6.21 

1980 

2.08 

1.94 

2.39 
2.75 
1.78 

0.7; 
2.52 

2.54 
3.98 

2.63 

4.78 / 4.01 

2.65 

2.33 

,&OS 
3.88 

2.39 
0.85 

3.11 

3.17 

5.59 
3.65 

3.34 2.62 
I 

I 
3.5.4 2.63 

3.38 2.62 

5.37 I 4.26 

.d-- -.4 

Anmx to 
m/436 

7914 - 1978 
SWoe-i)ian 

A-96 
OfGNP 

2.52 

2.24' 

2.90 

3.61 

2.25 
0.82 

2.98 

3.03 
5.20 

3.40 
4.61 

3.17 

2.06 

6.59 

E29 

3.32 

3.21 

3.11 

& Period 
Total Def.Brp. 
million US $ 

39750 

1,840 
30,835 
2,370 

121495 
40 

5,480 

1*94p 
2*1&J 

2,885 

29,325 

93.145 

9,530 

389.270 

491,945 

29,890 

f23.035 

521,835 

_ :... 

(1) If the Berlin eqendftt=ee incurred by the Federal Republic of Germany are taken into coneideratfon the ii-es for 1970 are $7,064 mill:- 
or 4.27%. This percentage ram to 4.5 in 1971 and 4.7 in 1972. 
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N A T 0 R E S T R I C-J E, D 
-4% AIIs;rzc to e-w-- - 

TABLB IOU b.C/12j-D/436 

TPhS IN 
POSSIELI3 

F l/A,RSA?! ?K!T COUXCRI~ 
--- 

ASEW-: The 1970 dsfcnce share of C%P 
is maintained through 19CO 

Eastern Europe: 
Share of GNP ("/i) 

USSR: 
Share of GNP (Y:) 

67,500 

Total Warsaw Pact: 
Share of GNP ($) 

1 12,8% 
4.5:; 116,406 

10.7% 

Assumption: The j970 level (in constant prices) 
of defence expendikres is naktained 
through 1980 

Eastern Europe: 
Share of G>!P ($) 

USSR: 
Share of GNP (S;) 

Total frarsaw Pact 
Share of GNP (5:) 

US $ ! 
&lion I 

average 
I 

us $ 
annual IIli~liOil 

67,500 0 

I 
67,500 - 

123% 8.2% 

75,000 0 75,000 
10.726 

(*) US dollars nillion, at 1970 constant priceso md 
purchasing power parities. 
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TABLE 11(a) 

TOT& NATO COUXTRIES MILITARY PERSOmTEL 

(Thousaqds) 

B” ** .a 
n--.-L- ,n7n I rn79 I lb?,! I lwle; I 1QP” uuuu l&9 I A7,” I A71 

(25 
L7,V I d.l,l , *,-I” 

(Cl (1) (31.' ( .$I (5) 
BELGIUM 

105 8 106 . . . . .* 
DENMARK' 

42 43 41 40 . . 

GERMANY 

455 . . . . . . . . 

NORWIiY 

PORTUGAL --Cc 

UNITED KNGDOM 

e = maimate 
: Source Repliuo to DP2(72) 
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TABLE 11(b) 

ANNEXto 

fabow force 
Military Perconnal 
- 'j6 of labour force 

mlMARK 
Labour force (e) 
Militnry Personnel 
- $ of labour force 

Gl!SWiNY 
hbour form 
Militqy Personnel 
- $ of labour force 

GREEm 
hbour force (c) 
Military Porconnel 
- $6 of labour force 

ITALY 
L!lbcmc force 
Military Personnel 
- $.of labour force 

?mJlDs 
Labour force 
Xilitnry Personnel 
- $ of labour force 

NORw!iY 

(Continued on next page) 
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~BXE Il(bl (Cofit'd) liNNEx to 
~c/1Z?=B/436 

POR!l!UGAL 
kbour force (e) 
tilitnry Peroonnel 
- $ of labour force 

Lobour force (e) 
Military Persobnel 
- $ of labour force 

UNITED KII\TGDON 
Labour force 
Nilitary Pemonnel 
- $ of labour forcd 

kbour force (e) 
Militnry Personnel 
Q $ of labour force 

UITITED STfATlZS 
Labour force 
@IiIA.tmy Personnel 
- t/p of labour force 

TOTAL DPC Countries 
Labour force 

Labour force 
N+tnry Personnel 
- $ of labour force 

UT0 hropti 
Enbour force 
Hilitnry Personnel 
- $ of 1Dbour force 

TOTAL NATO 
Labour force 
Nilitnry Personnel 
- $6 of labour force 

(a) Note: Civilians employed directly by the Defence establishments, which for 
some countries are of considerable economic importance, are plot included in 
these percentages. 

(0) International Staff Estimate- 

Source 8 Labour Force8 OECD; Military Personnelr Beplies to DPQ(72) 
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TABLE II(c) 

FAT0 U 0 N V I lI Iii N ~L~;JZ~&. .m-- m -- 
-, '?.p- 

NATO DPC COlRWES HUMBER OFkimr 
REACHIt~G FIILITARY I,G~itii~ifj-="~ Y-P 

country 

B 
18 
19 
20 
21 

Toixll 

18 
19 
20 
21 

Total 

ITALY 

20 
21 

Total 

18 
19 
20 
21 

Total 

NORWAY 
18 
19 
20 
21 

Total 

llNITE3 KIXGDOH 

:; 
20 
21 

Total 

UNITED STATES 
18 
19 
20 
21 

Total 7,306 1 7,608 1 7,977 1 8,"121 1 f',480 -XL-.- . ..A...- ..- 
iYotc : Den=rk, Greece, Luenbourg; .po~t-a,~a~,~~~&.~~d Canada : data not 

aveilible. 
Source : OECD. 
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NATO C 0 N F I D E N'T I A I, 
-l%- &NEx to ~ 

~;(~J’J...‘$$ &a) COIWX!XTS AS PERCl3NTM.X OF TOWA 
.AC/!.27-D1&6 

i.:I-Jfkky pji&SOIQEL 

2:elgiux 

Canada 
Dermarlr 
GW<Wjy 
Greece 
Italy 
Luxembourg 
Hetherlands 
Norway 
Tortugal 
TUX-1; ey 
United Kingdom 
United States 

1 . .*’ 
(a). IS@ fitires 

Source: DPf replies 

Regu- 
lars 

---=(-z 
r/ 7 JC'.L 

IOO,O 
42.4 

50.5 
lG,4 
23.3 
44.4 
42.0 
4308 
16.8 
1497 

100.0 
88.7 

Jon- 
;cx-f@s 
'in7- 
I,7 9 '-a',, . u 

57.6 
4Y.5 
83-C 
'7G.7 
55.6 
52.0 
55.2 
83.2 
85.3 

14 .T 

i?egu- 
1EWS 

1;7 &I. 0 

100.0 

42.3 
52.1 

29.8 
24.6 

lOO.0 

51.2 
37.2 

13.9 

11.7 
lOO.O- 

30*5 

Con- 
script 
x 

42.2 
-* . 

57.7 
47.9 
70.2 
75.4 

48.0 

y;w&- 

IzIz 
* 57.5 
100,o 
40.6 
52.8 

33.5 
27.6 

400.0 
49.4 

Con- 
&rip-i;: 

42.5 

59.4 
47.2 
66.5 
72.4 

50.6 
65,4 
a7*3 
8601 

. . 

1975 
l?egu. * 
- ai-s 

i!iIiE 
c7 

5;3 . ::. 

‘1 co . 0 
. . 

,- ‘< -7 iL.LJ 
31;. fj 

z7.7 
100.0 

. . 

“f.: .- . . 
d/J*3 

32.0 
111. . 0’ 

300.0 
. . 

Con- 
script: 
IzIEI 

41 .c 
L 
. . 

46.7 
65.5 
72.3 

- 

. . 

64.4 
88.0 
86.0 

. . 

1977 

IlI?L2E 
y3.4 

100.0 
. . 

53;4 
35.3 
28.0 

100.0 
. . 

35.8 
11.8 
14.1 

100.0 
l . 

Con- 
scripts 

II32EE 
41 .G 

46’:6 
64.7 
72.0 

. . 
64.2 
88.2 

05.9 

. . 
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C’ 

N A T 0 C O-N F I D E z? T I- A L -hi- 

-79- ANNEX to 
EJTJzJ& 

MILITARY{ 

(Total ‘and percentage of economically active -!~owlrtion) 

country 

- 

Bulgaria 
Czechoslovakia 
East Germany 
Hungary 
Z'oland 
Romania 
=- 

Tot~ili”Ga 
Thousands(b) 

152 
168 
119 
96 

236 
187 

!?ottil Eastern Euro 

USSR I 3,670 I 2.9 
- 

Total Warsaw Pact I 4,628 I 2.5 
- - 

(a> Excluding border and security forces estimated at a total 
of 514,000. 

(b) Taken from X-161, 1972 

(c) Estimates of economically active population in 1972 
inter-golated from Table 6(b) 
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NATO UNCLdASSIFIEJ -u- 
-* .ANNE”j: to w-.-C.- . . 

~~,127-~/&36 

MANPOVEX 01;‘ XILITARY AGE IN VIARSAV PACT- 

Nilitary i)hnpower 
(male population 113 to 34 
years of age) 

(a) USSR 

(b) &stern Europe 

Lm~ed Forces (1972 
level) as $3 of above 
(a) USSR 
(b) &stern Europe 

30.3 

12.2 
7.8 

(millions) 

31.2 

14.0 

11.7 
7.1 

10.0 
'6.6 

sources: F'igUreS of manpower of military age based oil 
K/127-D/359 and Joint Economic Committee of 
Congress'(US) Report on?JZconomic Deve1opne;z-k 
in Coultries of Eastern EuropeV1, August 1970. 
Level of fnrcos based on International Staff 
E&ima%s. 
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NATO UNCLASSIFIED 

h’ 

‘1: 

~~:OVEYENT (?F PRICES 
(A; GNP AND B: -aION DEFLATCX) 

-196m/Z 

IY+- 

F&'QJCE 

g$?CE 

IC!E?w&D a--- 

u 

LUXEXBOURG 

PORTUGAL 

A 
B 

ii 
A 
B 

A 
B 
A 
B 
A 
B 

ii 
A 
B 
A 
B 

ii 
A 
B 

ii 
A 
B 

UZITZD III~GDOM P 
--i 
LWITED STATES A 

B 

oe = not available 

Average 

-52.94 
4-2.21 
+I .92 
+3.E4 

+5.45 
+9.45 

+3.57 
-1-5-36 
+4*11 
+4.40 
-1.2.86 
+5.51 

+13.77 
. . 

+5.73 
+8.47 
+2,85 
-f-7.10 
+4.56 
+9.45 
+4*13 
+4.21 
-:- 1 * 68 
,I.20 

+3.99 
+4.70 

;g; 0 
+I.51 
+2.10 

Average 

+3.76 
+4.58 
+4.'18 
+?.Ol 

+5.32 
+8.47 

+3*40 
+6.07 

+4.77 
+4.46 
+2.62 
+7.30 

+12,37 
e . 

+3.62 
+3.83 
+4.17 
+4.55 
+4.54 
+8.19 
+4.50 * 
+4.47 
+4.33 
t-4:45 
+5dGo 
+5.57 
-l-4.71 
+7*41 

+3.87 
+5.68 

+5.El 
l-4.20 
-I-3* 30 
4-7.29 
+6.30 
d.41 

+7.74 
11.63 
+5.01 
-1-5.01 
3-3031 
-:-j e 00 
13.1 

* . 
+6.50 
-f-4.49 

$g . 
+6.54 
11.33 
a7.00 
~6 e 3 

+3.49 
43. IO 

19995 
30.90 
d.77 
4-8 . 77 
+4. 64 
-I-5.58 
- 

IS72 

4.97 
~-5.66 

+3.50 
+3. 50 
+8.50 
+7.21 

+6.05 
+7.86 
+5.50 
-:-5. 50 
+4.38 
i-3.70 

t15.33 
. . 

+5.70 
+4,95 
-t-3.94 
c-4. 41 
-a . I 3 
+S,lj 
+6 . 00 
as.70 
+5000 
+6.00 

2 2 . 
+6.go 
+6.gtl 
-:-3. 20 
+4 0 20 
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