
-- ECONOMIC COMMITTEE 

In response t o  the request o f  the Defence Planning Com- 
mittee(1) an appreciation of  the economic position of  the NATO and 
TîbarSaW Pact countries for the period through 1980 i s  attached. 
appreciation has been prepared i n  accordance w i t h  the revised 
procedures f o r  the NATO Planning Review of  May 1971(1), specifying 
tha t  a basic Economic Appreciation, looking a t  the economic position 
o f  tke Alliance and the Warsaw Pact over the same time-span as the 
Mi l i t a ry  Appreciationp and including possible trends in  defence 
expenditures, be prepared by the Economic Directorate of  the Inter- 
national Staff and reviewed by the Economic Committee. 
w i t h  these instructions and recommendations made by the Defence 
Review Comr,iittee in July 1972(2) the Appreciation has now been con- 
pleted and copies are  herewith forwarded t o  the Defence Review 
Committee. 

The preparation of t h i s  Appreciation has been based on t3e 
infomation available from the ûEC3 and national sources concerning 
the  MATO countries,and NATO and national sources concerning the 
Warsaw Pact countries. Close consultation has a l so  taken place w i t h  
t he  NATO Military Authorities responsible for the Military Apprecia- 
t ion(3) and the annual r e p o r t  on Soviet Bloc Strength and 
Capabilities(4). 

It i s  t o  be noted that any projections of future growth 
r a t e s  involve substantial uncertainties, 
i s  however the bes t  available, but the val idi ty  and usefulness o f  
data re la t ing t o  possible future developments rests very largely on 
the  assumptions adopted. For trends of defence expenditure more 
than one assumption has been used while for the economic growth 
projections the l a t e s t  figures from OECD sources are reported. The 
l a t t e r  should not be interpreted as forecasts of future economic 
3mt;h s&esP but only as providing reference data for assessing 
possible future devê7owents. 

This 

In accordance 

2. 

3 ,  
The informakian drawn upon 

In particular,  the future economic 

. .  
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. . N A T O  C O N F I D E N T I A L  . .  

-3 (a)- 

nowth ra tes  of individual countries are l ike ly  t o  show greater 
nriance from the projec-tions than the aggregate trends f o r  t o t a l  
wsaw Pact and t o t a l  KATO. 
=onomic situation up-dating of  t h i s  paper might be coiisid-ere$- 
seful as soon as new information becomes available. 

In view of  the above and the cliaiiging 

(Signed) Y. L.AULAT;I 

A' 

his 

DPC/D(71 ) I O ,  paragraph 5(b) and Paragraph 8 
DRC/DS(72)11 

kane::: I 

document includes: I Annex 
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- PART I I€JTRODUCTTOî$ 

fi . Economic developnent i n  NATO countries ti;3 t o  1970 

The countries o f  the Alliance today possess the 
experience of a quarter o f  a century of  v i r tua l ly  uninterrupted 
ecommic growth - an unprecedented record i n  economic history a s  
regar6-s both the duration axid the strength o f  the e:qmnsioi1. 
"his record points t o  the existence of  strong forces bu i l t  into 
riiod-ern economies favouring growth. 
economic co-operation and the commitment of  vi r tua l ly  a l l  
governments t o  fui1 eraplopent and economic expnsion has 
s-kongly contributed t o  the growth performance. Tlie period o f  
growth has , however, not been without problems. No countries 
have succeeded i n  keeping t h e i r  economies on a balanced gror&h 
pakh a l l  the time. Inflation and balance o f  payments probtens 
were aggravated by the weakness of the international. :?ayïnen"cs 
system and mounting international. monetary problems, particularly 
over the l a s t  decade. 
during most of Xiis period, but the defence burden declined. 
vas particularly the case f o r  European member cowitiies iiî the 
1960s when economic growth was considerably higher than the 
growth o f  defence exyenditures, the l a t t e r  actually dro??ping 
s l ight ly  i n  real terms during the second half of t h e  ?-@cade. 

The r a t e  of  economic expansion has been f a s t e r  i n  
Europe than i n  North America over the las t  two decades, the 
rate  o f  growth of t h e i r  p s s  national products (EW) Etveraging 
4.S:: and. 3.6:s respectively. The economic growth aiic! increasiiig 
interdependence of the European member countries has been such 
that  they a r e  now emerging as a major economic power in the3-r 
o m  Fight whlch i n  some measure competes with the United States. 
îii additional impetus t o  growth was the creation in Eurone of  
-t;lizo trade groupings which promoted trade n o t  only within azXl 
between the grougiiigs, but a l so  w i t h  North America and. the 
Third Vorld. Receiit developments show that  the process o f  
econornic integration 3-n Europe w i l l  coxtinue. The creatioii o f  
a huge economic cornuni-by will continue t o  change the bd.ancc 
between Europe and riorth Lmerica. During t h i s  process i% - , r i l l  
be increasingly inpoi-tant t o  achieve agreement w i t h  North 
hierica not only on economic questions but also on a l l  
in-or-kant areas of f o y e i p  policy iiicluding defence 
r e l a k i o m  with the Third $orlà md- on e f lo r t s  t o  preserve a 
healthy environment. 

Increased internat?-onal 

Total defence expenditures continued t o  grow 
This 

2. 

oii 

3. Taking the years since 1950 as a whole, price and 
cost developments were relat ively satisfactory i n  the countries 
of  the A7liance. Frices increased Less i n  North America than 
i n  Europe during t h i s  -eriod, 2.4:: and 3.87; respectlvely 
calculated as a yemly average. However, b.y the end o f  the Last 
decade the inf LaLionary development worl;e;ied considerably iii z.Ll 
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countries and continlcies t o  be a major problem i n  spi te  of strong 
nieasures taken t o  fight it. 
a narrowing of the wage d i f fe ren t ia l  between the United- States 
and other major industrial  powers, and .the realignment of  exchange 
r a t e s  which has taken place are factors which might be e-ected 
t o  make US goods more competitive i n  future years and bel- solve 
t he  serious balance of  payments problem of  the United States, 

reached a record of $31 b i l l ion  on o f f i c i a l  settlements i n  1971 
alone and economic inbalances i n  other major icd-ustrial countries 
were important elements Sehind the present international monetary 
d i f f i cu l t i e s ,  
concerned mainly w i t h  realigning exchange rates. 
attempt t o  deal w i t h  s t ructural  weaaniesses i n  the international 
iiionetary system. 
possible t o  build a new aiid stronger international economic order. 

A more satisfactory price development, 

4. The United States balance of  payments d i f i c i l s  which 

c 

The Smithsonian agreement i n  December 1971 vas 
It did n o t  >. 

These have s t i l l  t o  be remedied before it i s  

B, E c o n o r n i m e n t  i n  Warsaw Pact countries 2 t ,o I970 

5, The Warsaw Pact nations have experienced rapid economic 
growth during the poslxar period. 

5.6:; i n  the s a t e l l i t e  countries on average. 
&cade the percentages were 5.450 and 4.274 respectively(1). 
whole, the growth performance has been higher during this 3eriod 
than i n  HATO member countries, 

Between 1950 ancl I960 the 

During the las t  
yearly r a t e  of  econonic growth was 6.196 i n  the Soviet Vi: loi1 a d  

On the 

6. Factors.iadependent of the Communist economic slanning 
system have contributed t o  economic growth i n  the postvmr period. 
Varsac? Pact countries hzve been amcious t o  acquire Western '~eckuiology 
and have been increasingly able t o  do so. Throughout the s ix t ies ,  
the labour force i n  the USSR continued t o  expand! suff ic ient ly  t o  
naintain the rhythm of  "extensive" growth, but t h i s  was due iîio3ne 
t o  the increased participation of women and a swi'cch o f  workers from 
seasonaL t o  regular work than t o  the absolute increase i n  t h e  number 
DI people o f  working age. 

7. Economic expansion has, however, been slowing d o ~ m  in 
*?e past decade, par t icular ly  i n  the more advanced count;-ies (the 
USSR, Czechoslovakia, &st Germany). For the most par t  Ynis was 
c',u.e t o  a decline i n  the ra te  o f  growth of  productivity. 
DeCiciencies i n  the Warsaw Pact R & D (particularly Ln develolent)  
systems have forced them t o  l o o k  t o  Western techniques -bo lessen 
-?le technological gap, but they have had d i f f i cu l t i e s  il? in-hoduc- 
!-i_g such innovations into the production processes. Fur-theMiiore 
%e demonstrated mlnerabi l i ty  of Soviet agriculture t o  unfavourable 
Tieather ( in  1963, 1969 awl 1972) has negatively affected ecoaonic 
g.-owth, 

h 
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8. Much of the responsibil i ty f o r  declining productivily 
trends, however, r e s t s  on centralised systems o f  control of 
economic development . ïns t i tu t iona l  r i g i d i t i e s  lack o f  rnarle-t 
competition and i n  f lexible  pricing have caused substantial  error 
and waste. 

9. Incentives t o  e2ficiency and enterprise i ï i  \Tarsaw ?act 
countries have also been discouraged by the re la t ive ly  small share 
of resources allocated t o  the consmer. Per capita consm~t ion (  1 ) 
was estimated as only one-third t o  two-thirds of Vest European 
l iving standards i n  the 1960s. The slowly r i s i cg  standard-of- 
l iving i s  i n  sharp contrast  t o  increases i n  investment, which 
accounted f o r  30-35'/5 o î  GI'TP i n  1970, considerably higher than the 
investment share i n  most NATO countries, Consmer-oriented 
allocations are zlso limited by the defence burden. 
vaLue o f  Soviet mili tary oxtlays (which represent about 0515 of 
the Warsaw Pact t o t a l )  rose appreciably i n  the 1960s and, des-ite 
8 recent levelling-off is now prcbably direct ly  comparable 2-n 
t e r m  of  the resources it commands with US defence e-endifxres. 

The estiarated 

I O .  Symptomatic of these basic problems has been the 
fa i lure  o f  a Clyianic, viable '*Conmon MarketDs t o  develop o u t  o f  
COIECOX, the organizational f rmieworlr f o r  economic relations 
ailong Warsaw Fact couiltries. The foreign trade o î  the USSR i s  
s i a i l  w i t h  exports accounting for only 2.5:: of  GNF. In t he  case 
of other Warsaw Pact countries, the export share i s  considerably 
greûter (10-207;) and 60:'; of  t h e i r  tracle i s  directed t o  each o t h e r  
Oi" the Soviet Union; none o f  the  East European nations is se l f -  
suîficient and all are dependent t o  some degree on l o r e i p  trade 
t o  meet t h e i r  needs. Nevertheless, the USSR has not been willing t o  
impose, as a basis for  CUMECON intogration its preference for joint  
plwxiinzg undar tight central control,  nor bas bé been willing t o  
accept currency convertibil i ty along with some decentralization o f  
economic authority as preferred by Hungary and Poland. 

Underlying the recent deterioration i n  economic 
iie;nl"ormance has been Soviet reluctance Lo permit adequate r e f o r m  
02 the re lat ively rigid systems and inst i tut ions wi-t;liin  h hi ci?- 
economic development i s  sought. A l l  larsaw Fact ,covermen-ts 
the USSR incl-~Aecl, have eqerimented i n  the  1 gGOs with ~ r o r n i s h g  
ecoi-iomic remedies - iixx-easecl imports o f  Vestem technology via 
industrial  co-operation, a more consumer-oriented al locat ion o f  
resources and relaxation o f  central  economic controls. Eo 
radical changes have resulted, however. The Soviet invasi011 of 
Czechoslovakia a d  a i e  Brezhnev doctrine of 1963 clezr2.y s igml led  
?~oscow's continued insistence on l imiting action al-oag these liiies. 

11. 

r - 
('I] See Table 7 annexed for GNP per capita 
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N A T O  R E S I C R I L ï ' f i U  
* ĉ/J 27-D/436 -9- Ii 

)iu-r=rpurr pb&T II PROJECT-C DEVELOPMENTS 1970--198O 

A, In NATO cowtr ies  

- OECD projections 

The prospects for further rapid economic growth i n  the 1 2 ~  
countries of the Xlliance during the 1970s se6Sig promj.si;ig. 
the very high growth ra tes  of the l a s t  decade and a half snigkt 
perhaps noJi be matched. 
howeverp ard might be expected t o  generate substantial  additions 
t o  the wealth of  member countries. 
of denand on .walLabJ.e resources can be expected t o  grow even more 
strongly and both the rate of growth and the pattern of resources 
allocation i n  the future are a matter of  conjecture. .A s ta r th lg  
p o i n t  for an examination of me prospects and problems l ike ly  t o  
a r i s e  i n  t h i s  f i e l d  is provided by the authoritative study o f  
economic growth 1960-80 tha t  has been made by the OECD. These 
est ixates  are purely quantitative and do not take account 02 the consequences which might Î o l l o v ~  from major changes i n  world .2olitical I 

m 0  economic conditions. Nor do they assess the effect  o f  beVCer 
internal  and external equilibrium o r  the e f fec ts  of  environmental 
preservation and increased le isure  time on economic growth, 

that  the pressure of  demand represents a nomal  degree or̂  c-ital 
u t i l i s a t ion  during the ceriod without e i ther  inflationary s t ra ins  
o r  undersirably high unemployment. 
O moss dociestic product of the NATO countries taken as a whole night 
increase a t  an average annual r a t e  of about 4.7$ betveeii 1970 and 
j93C. The growth r a t e  (annuaï average) i n  .tile united States and 
Canada i s  put a t  4.5;; and 5.4% respectively and i n  NATO Eurose a t  
4,3% Part of the growth will, of course9 be attr ibutable t o  the 

m o p e  cotuitries t h i s  i s  expected t o  average between 0.5 and I$ 
yearly over the decade. 
there2ore be a sustained r i s e  i n  productivity, 

But 

The underlying growth forces are s1;-1>0ng9 

On the other hand, the pressure 

13- The OECD bases its pro3ections upon the assumption 

On these asswnptions the maibix&ed 

ii?CreaSe i n  the s ize  of %he labow: force but in rfiost meElber iTAm 

The main factor contributing t o  grov-tli must 

I T A T 0  wriu<reu R E S T R I C T E D  
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-10- fiC/ I 27-11/06 
I 

I980 Yearly $5 increase - 1970 

&dat ion  (million) 

- United States 205 227 

307 332 

1.0 

21 24 1.1 - Canada 
- HAT0 Europe - GNP (milliard US $) 

0.8 

- United States 
- Canada 
- NATû Europe 

- United States 
- Canada 
- N&.TO Europe 

902 1,401 4.5 
67 113 5*4  

582 938 4.9 

4,@0 6,162 3.4 
3,131 49755 4.3 
1,898 2 628 4. I 

As can be seen from the summary figures given above f o r  the TUT0 
countries as a whole, the GHP calculated in constant '1970 prices 
vrould increase according t o  the OECD projections from US $'I ,550 
uiilliard i n  1970 t o  nearly $2,500 i n  1980. 
the üiiited States would account for sone 5751 i n  '1980, abou-t the 
same percentage as i n  1970. The combined GNP for I?ATO 3 w o p a 1  
rïiember countries woulc! increase by some $350 m i l i i û r d  over the 
c!ec?.de and would approach $1,000 milliard in 1980. The North 
h e r i c a n  t o t a l  would increûse by some $500 m i l l i û r d  and wou7d 
exceed $7 500 m i l l i a r d  by 7 980 ( I  ) . 

The effect  on the standard of  l iving of  such a 
development would s l s o  be considerable in  spite of  an estimate& 
pcpulation increase i n  the NATO ares of  perhaps 50 nillion du-ing 
the current decad-e(2) . 
Europe would increase from somewhat l e s s  .than $1,900 Ter head 
i n  1970 t o  about $2,000 per head i n  1980 o r  not far from the 
prese i t  average level  o f  t o t a l  NATO(3). In North kïterica the 
GKP per head would iacreaae further from the high 1370 level  02 
$4,400 i n  1970 t o  perhaps $6,000 i n  1980. 
caL3ita national incomes are  bound t o  have profound effects on 
the structure of  the econoniies o f  member countries. 
changes w i l l  take p lace  i n  the demand pattern in2iuencing the 
ilireetion o f  investments and production. 
coi?tiliue t o  expnd rapid.3.y i n  Tespoilse t o  increased &nand f o r  
s en ices .  

O u t  of  this t o t a l  

14. 

The average per capita GNP f o r  IUTû 

Such increases j_ii per 

Raf-icaL 

Service industries w i L l  

The importance of the public sec tor  consmptioi?, mi&b - - I) 

See Table I annexed f o r  de ta i l s  
See Tzble 2 cinncxcd f o r  de ta i l s  
See Tabïe 3 annexed for deta i l s  
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a l s o  increase as a consequence of  ' the higher standard of living. 
The changing economic balance t h i s  will bring about w i l l  have 
repercussions on the pa'c"ceri? o f  both external trade and t i t e r n a l  
d-emaid. The further chaimelling of  resources t o  achieve iraproved 
health,  education and other  social  services and. m. increaslrig 
need t o  cope with environmental problems can be expected %O rcin- 
force the centripetal  tendencies evident i n  government anit 
industry as the scope and complexity of their  ac t iv i t i e s  increase. 

15. m e  OECD growth projections provide a qumti'cative 
basis f o r  examining the probable econoinic developmell'cs i n  the 
Alliance i n  the 1970s. However, t o  obtain a bet ter  appreciation 
of  the problems snd pressures tha t  could a r i s e  and influence the 
s i tuat ion some of the more important non-quantitative assutiiptions 
are br ie f ly  reviewed below. 

Factors which might retard the growth perfor., i;iEUlCC? 

16. The inflationary problems have worsened considerabty 
since the beginning o f  t h i s  decade and measures taken i n  najor 
Vestern countries t o  dampen price and wage increases iia7;e i n  
recent years contributed 'cowards a slowing down of the economic 
growth i n  member countries taken as a whole. The problem of  
in f la t ion  has yet t o  be solveG however. 
therefore influence the growt? performance during the period under 
review, and, o f  even greater importance, can be esi2ected %O d i s t o r t  
resource allocation and ii1 particular add t o  the d i î f i cu l t i eç  o f  
budgetary management. 

This factor  might 

17. The lack of internal s t a b i l i t y  has been the main 
factor behind the serious external imbalances OP major menber 
countries i n  recent years and of the monetary d i f f i cu l t i e s  02 
the l a t e  1960s and the monetary cr ises  of  1971. During the 
-ostwar period international trade expended a t  a r a t e  never 
experienced i n  economic history, 
olzLy tho fm1ri.t: of  i.wkcrnaticmal co-operation, it was also 
f ac i l i t a t ed  by a long period of re la t ive stabi1i"cy of  the 
irrLernation8.l monetaary system. International trade , which has 
been an important growth factor during tlie past two decades, 
could also be one o f  the main growth elements dwing the i370s 
Lrad-e cannot, however, develop sa t i s fac tor i ly  i n  an unstable 
environment and ai imnrovement i n  the international monetary 
s i tuat ion is  therefore of major importance f o r  future sa t i s lac  
growth. 

This achievement was not 

. 
. t o  

18. The necessity t o  protect  the enviromexl'é; night be 
eqec ted  t o  deinauld more resources during the currerc decade. 
The iq>or+ance of th i s  t a s k  night lead t o  a change iii the 
present concept of national incarile formulation whereby iaves-%illent 
Ln envirorunental protection would become a perrmnent a d  esseritial 
-art o f  the process of calcul-ating a nation's wealth. 
Srowth nieasured by the domestic product, does no*b give an adequate 
indication of the increase i n  the standard of  1ivLIig i n  meiiiber 
countries. 

Ecoiionic 

The safeguarding of the external environment w i l l  

4 

b 
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require measures which are contrary t o  the aim o f  the greatest  
growth i n  production, but which nevertheless w i l l  iaprove -the 
people’s l iving conditions and well-being. It  is  anticipa”ced 
.that gradually choices w i l l  be made which w i l l  lead t o  a grea te r  
part  of the increase in  the standard-of-living being ta?ceii out 
in f o r a s  other than those which appear i n  the domestic product. 
T%e reduction i n  working hours during recent years is  an exmiple 
of  such a choice. 
shortening of working hours and! more le isure  time, pure Froduction 
consid-erations might be expected t o  be given relat ively l e s s  m i g h t  
thus tending t o  slow the growth of  the GNP. 

With the increasing. standard o f  liviiig, 

79. The foreseen economic grow& w i l l  depend upon rapidly 
0;i the energy increasing supplies o f  raw materials and energy. 

side some supply problem might emerge towards the em? of  -the 
decade. 
dimensions o f  the problem. However, even if  growth were not 
handicapped, shortages could be eqec ted  t o  produce substantial  
p-icc increases, which w o u l d  feed the inflationary forces 2nd 
n&e the e f for t s  of member countries t o  stabilise t h e i r  econonies 
more d i f f icu l t .  

The e f fec t  of t h i s  factor is  dependent upon Yne 

- Factors favourable t o  growth 

20, Tfie enlargement of the European Economic Conmuiity 2ïwn 
1st January, A973 should Produce economic incentives favourable 
t o  growth i n  the countries concerned. Increasing Co-ordinat5cn 
o f  econoïnic policies within the EEC, and the investxient opportuaity 
of.^fered by the wider grouping should help increase productivity, 
aïid higher trade tknove r  within the Community m i & t  tend t o  
lq2rove the division of labour between the neruber coun-i~ries. 
Closer economic co--operation and the implementa-Lion of  a cornion 
rnor,ctary policy are l ike ly  t o  be key factors i n  securiiig rnone%ary 
s t a b i l i t y  and i n  doing away with internal and ex-ternâl ecoiioiiilc 
inbalânces. 
seople i s  bound t o  produce effects  favourable t o  the develoFment 
o f  international trade znd papents  i n  the 1970s. 

cbai-acteristic of the prewar per iod i s  p a r t l y  due to the ,anti- 
cyclical policp pursued by governments, but also t o  t h e  f ac t  
that the consumption share of G W ,  more o r  l ess  unaffected. by Cie 
internal econonlic activityy, has steadily increased. !EMS i s  due 
-to the rising irnportaiice of public demand, the increasiiig 
influence o f  the service sector which i s  less  affected by chmges 
5 - 3  economic ac t iv i ty ,  and -the strength of  labour organizations 
aJ.1.. of which have had a s tab i l i s ing  e f fec t  on the purchasing :‘over 
of consumers. The modem economies thus possess an in~~or t ,u?- i ;  
elenent of  buil t- in purchasing power which guarantees a certûtii 
m i n i n u n  level o f  economic ac t iv i ty ,  below which it is  mlZ.ke2.y 
t o  f a l l .  This i s  aa important economic factor  no t  ’Co be overlooked 
when evaluating the p o v t h  prospects i n  the  current ii.eca6.e. nie  
tend-ciacy i s  f o r  these s tab i l i s ing  forces t o  increase dw2ng the 
cui-i-ent decade, improving further the growth o f  the ecoiio- m e s  * 01 
member countries. 

High economic ac t iv i ty  within a market of 300 mi7lion 

21. The disqpearance of the severe cyclical  eco:mmic. mziiigs 

n 
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22. External factors, such as détente a d  lower defence 
expenditures, might also influence economic growth favourably 
in the A 9 7 O s .  The development i n  - th is  f i e l d  depends upon the 
outcome of discussions on European security and on inutual force 
reductions i n  Europe. 
Bs-b and Vest i n  these f i e lds  i s  likely t o  5e mainly of 8 
ssychological nature. 
East/West trade might play a bigger rôle  i n  stimula-king growth, 
This is  particularly the case as f a r  as imports o f  raw materials 
and fue l  from Communist countries are concerned. 
resources made available t o  the c iv i l ian  economy as a consequence 
02 force reductions cannot be regarded as an  important factor i n  the 
growth picture. 

The immediate effect  of agracments be-hreen 

In the longer term, however, iiicreaselc! 

Additional 

- The econonic outlook 

23. To sum up the main points from the foregoing, the O E D  
projections are  the most authoritative and up-to-date concerning 
the Alliance as a whole. They give a relat ively favourzble view 
of the economic prospects for the 1970s. 
Likely t o  r i s e  by 60:; o r  more,, most of  the increase going into 
higher l iving stanclarcls. To obtain this rate 09 growth the 
lmlustr ia l  and technological base w i l l  have t o  be both d-eepencd 
and expanded and the defence potential  o f  the Alliance w i l t  tlmç 
be considerably enhances. On the other hand, the growth actually 
achieved could fall s h o r t  of: t h i s  projection. The prob7ea o f  
maintaining a balance, whether t h i s  is  i n  ternis of supply a d  
denanc' pressures within economies o r  i n  terms o f  ac1;justing t o  riore 
general changes taking place i n  the economic and social scene, could 
well mean that the growth path is  lower than that pmdec9eà. Even 
on the assumption tha t  the projections prove correct, the pace 
of advance - as  the OECD poi.nts out-- w i l l  be such as t o  pose some 

Resources (GNP) are 

iiiajor problems i n  the economic f ie ld .  
although l i t t l e  different  from tha t  achieved over the last decade, 
~~ri11, i f  maintained, not merely make more acute the problems faced 
i n  receat years, but w i î l  l i f t  the problems on t o  quite diZferent 
levels.  This is  the case w i t h  the expasion of urbanisation, 
housing, road systems and the increasing demand for services provided 
by the State i n  such f i e lds  as education and health. A s  t h e  OECD 
report  concludes, the achievement of high r a t e s  of economic v o w t h  
v i l 1  not i n  i t s e l f  provide a satisfactory answer for meetingbti?e 
changing social  demands unless the growth process is jyoperly 
Cirected. Member countries w i l l  continue t o  be face6 with dLfPicult 
y?obleras of  resource allocation and it would appear desirable tha t  
the longer term obJectives are clearly identified. 

The r a t e  of increase projected, 

B, In Warsaw ?act; countries 

- Likely economic developments i n  the 1970s 

24. Conditions seem propitious f o r  re la t ive ly  rapid economic 
growth i n  the 1970s although it w i l l  probably be sLightly l ess  
r q i d  than i n  the l a s t  decade. For the Warsaw Pact countries as a 
v,?iole a growth ra te  of some 4.5% (annual average) seems l ike ly  against 
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-1 4- AC/I 27-D/4_26 
a r a t e  close t o  5.0/< i n  the 1960s(3)~ 
e:rpectations of a continued slackening of the ra te  of  p o v t h  OC 
the Soviet economy, which accounts f o r  over three-quarters of 
t o t a l  GNP i n  the Warsaw Pact. 

expected t o  match tha t  of the 1960s even though l e s s  enshasis i s  
being placed on growth as  a cri terion. In  f ac t ,  these cotvitries 
now appear will ing t o  sacr i f ice  some growth i n  order t o  imylenent 
programmes t o  benefit  the consumer. 
is  l ike ly  t o  be supported by (i) expansion o f  industr ia l  
co-operation and imports of Western technology, and (ii) gradual 
proliferation of labour s k i l l s ,  1çtechnocracy81, and especially 
computer technology end hardware throughout the labour force and 
cal3ital structure. With such s t i m u l i ,  the l e s s  develowd ecoïzonies 
OP Foland (where labour vi11 probably be i n  surplus(3)) 3ulgaria,  
and Romania may w e l l  match the dynamic pace o f  average 5 - 7:; 
increases per year achieved. i n  the 1960s. Some abatement 02 
Romniais expansion would not be surprising i n  view of  an eqec-ted 
halving o f  i ts  r a t e  of growth of employment. Slower growth cltiring 
the current decade is  also expected %or Hungary and C-* LechoslovaMa 

a rPastu2t of  t igh ter  labour constraints. 
Czechoslovak productivity has also been s e t  back by po l i t i ca l  purges 
and o ther  &ter-effects o f  the S o v i e t  invasion. ûii t he  other hand, 
the E a s t  German economy may well expand somewhat nore rapidly i n  
the 1970s i f ,  as is exqected, there i s  a s l igh t  easing o f  its 
labour shortages. 

In the main th i s  re f lec ts  

25. In Eastern &rope as  a whole, economic pzform.nce is  

Growth of labour procivctivily( 2 1 

Development of  

26. For the Soviet economy, although the growth r a t e  c a i  be 
excected. t o  slacken somewhat i n  the 1 9 7 0 ~ ~  it would s t i l l  be 
qvite respectable by Vesteri? standards. The figure o f  2. 4.5;; 
mnu1 average rise for the decade takes into zocow-t t k e  
agricul-tural c r i s i s  and industr ia l  slowdown of 1971 / I972 which 
nay- bring down the GTW growth r a t e  t o  as l o w  as I 5%; i n  i972. 
The longer-term estimate (4.596) (4) i s  based i n  the main on the 
expected development o f  eqdoyment and investment the grovtii o f  
vhich is  slowing down, aiid on productivity, which is expected t o  
inprove s l ight ly .  

See Table 5 
See Table 5 
See Table 6(b) m e x e d  

(4) See Table S(b)  annexed 
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1970 

Povulation (millions) (I) 

- other Warsaw Pact 
GHP (at established prices) (billion 
m$, in 1970 prices, purchasing power 

- USSR 

parity) ( 2 )  

- USSR 
- other Varsaw Pact 
GNP er head (US $ p  1970 prices, 
-ower parity) ( 3 )  
- USSR 
- other Warsaw Pact 

346 
243 
103 

702 

531 
171 

2030 
2190 
1660 

(earl-y :j 
increase 

4 . fi;"; 
4.. 5;s 
4.3:; 

- Factors which might retard growth performance 

27. The foregoing projections are more likely to be over- 
optimistic than over-pessimistic. 
continuing industrial s l o ~ d o w n  have held Soviet grovrth back t o  about 
half the 4.55 pace in the first two years of the deCaGe. 
international tensions increase9 military spending might accelerate 
further from tfie present high level. 
performance, resource fungibility, and possibly consumer pressures, 
such as reallocation would proba5ly be largely at the e:qei?se of 
irivestment, thus lowering its rate of growth, A further f ac tor  
likely to add significantly t o  the d$mand on available 1-esources, thus 
2 1 ~ 0  pressing upon the funds available for investment, is the growing 
necessity t o  protect the environment. 

bains by curbing liestern exports of advances equipment and- tech- 
Iliques on relatively favourable terms. Furthermore, -the USSR 
1 r-LLl- undoubtedly continue to have problems in introducing Yestern 
-kchnolo,-y into the production process. In the USSR, podv.ctivity 
p o w t h  might thus be held down to its 1% rate of the cast decade. 

A poor 1972 harvest and a 

Should 

On the basis of receiit 

28. Renewed East/lQest tensions might also. limit productivity 

) See Table 6(a) annexed. 
See Tables 5(a) and S(b) annexed 
See Table 7 annexed. 
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29. Increases i n  productivity would probably also be irLipede6 
i f  administrative reorganization e i ther  i n  the direction 02 
centralisation o r  decentralisation were extreme o r  sudden. R 
~ o i i c y  of  regimentation, with its s t i f l i n g  of incen-tlves, would 
add t o  the r i g i d i t i e s  and waste a1react.y b u i l t  into centralised- 
-laming. A t  'che opposite exti-erne as  shown by tlie Czechos7ovak 
a d  Hungarian eAveriences, a decentralisation involving increased 
economic freedom and competition might have a somewhat d-ismb-tive 
effect  on economic s t a b i l i t y  and growth. 

30. Labour shortages may become serious i n  the more 
advanced countries. 
no more rapidly than Ykte 1.3% ra te  planned, though t h i s  target 
seeiiis overly pessimistic t o  many Western observers. 

Soviet employment, for ins tmce ,  might r i s e  

31. EYiergy constraints might conceivably be f e l t  i n  the 
l a t t e r  par t  of the decade i n  those Ekst ~Zhropean countries ( a l l  
except Romania) tha t  have received the bulk of t h e i r  o i l  aici 
iiz.tural gas requirements from %he USSR. To the extent tha-t; v o r l d  
energy supplies becoine scarcer, demand f o r  Soviet o i l  aîî8 na-turai 
gas from non-COPECON users w i l l  tend t o  increa.se. The USSR would 
then have the option t o  increase i t s  hard-currency eamings abroad. 
Hungarian leaders have already expressed anxiety about Soviet 
hesitation t o  make long-term fue l  expor t  commitments. Such 
East Ehropem doubts are probably not assuaged by cui-rent Soviet 
negotiations with Vestern governments and companies rcga-dilig 
2icltwe o i l  exports i n  exchange f o r  development assista;?,cc. 

32. Finally, recurrences o f  extremely unfavourable weather, 

Agriculture remaias one 02 the n o s t  
with corresponding cimage t o  agricultural  output end t o  econosic 
growth, cannot be ruled out. 
acutely sensit ive ecoiiomic sectors, especially i n  the Soviet 
ünioii. 
d ie t  promised by the r6sime, but the poor  harvest OP 1972 conZirrim 
"chat the sector 5-s s t i l l  highly vuliierable. Years OP 
nechanisation and. Fichemicalisation's cannot greatly alter the 
c l iua t ic  and location Cisadvantages ~ the s h o r t  grovriiig season, 
and the waste stemiing from lack o f  market incentives. These 
vwknesses continue t o  diver t  considerable resources (gold %-id 
Loreiga exchange as well as domestic production) Tram iiidus-klal 
modemi s a t  ion. 

It i s  the poten'sial source o f  sr11 improved n e a t  and TOF~!S 

33. A coincidence o f  a l l  these unfavourable poss ib i l i t i es  
during the 1970s vould. -robably resu l t  i n  a g r o w h  rake be1or.r 45; 
per year f o r  the Soviet Union(.? 1,  i f  not for the Yainsail ?act 
comtr ies  as a whole. 

L . U ; l i V  - 
( 7 )  See Table 5(b) (Low Variant) annexed 
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- Factors favourable t o  growth 

34. If EastLiest relationz improve suff ic ient ly  i n  the 
1970s with o r  without new arms limitation agreements, the 
Soviet defence share of GIG' might decline further.  A strilc.ing 
iïqrovement i n  3as-L/?res-i; relations rnight result in an introdticSion 
o f  Vestern technology that could contribute t o  a further carrowing 
o f  the productivity gapir. Efficiency and enterprise m i g h t  also 
be boosted more than i s  now expected i f  the current Soviet ;3oTicy 
of disfavour f o r  economic decentralisation is reversedp tlioÜgh 
tlî.ere seems l i t t l e  likelihood of such a reversal  a t  present. 

35. The r a t e  o f  increase i n  productivity night r i s e  t o  
3.85; o r  s o  yearly i n  the USSR and moderate economic refoms 
iïiiglit also speed growth of the capi ta l  stock and einplopeilt. 
such circumstancesg a yearly average r a t e  of growth o f  GNL 
exceeding 5% might be attained i n  the USSR(1) with favourable 
repercussions on Vne r e s t  of the Warsaw Pact  coulitries. 

In  

36. Economic co-operation among Warsav Pact countries 
(e.g. i n  j o in t  investment projects and mult i la teral  oîonetary 
experiments) may have some impact on economic growth. 
co-operation o f  CO?vlECON countries w i t h  each other, as w i t h  " t e  
Olest, is  impeded- by ins-titutional r i g i d i t i e s  and autarchic 
policies of t h e i r  s-bate-trading systems. 
of  1971 zppears non-committal and somewhat contradictory, 
mentionin,rr v o l u n t ~  abstention by any member fi-om j o i n t  y o  jec-i;s 

\iiungarian/Polish preferences), and evolution of jo in t  plaming 
(favoured by the Soviets). On the other hand, some further 
increase iri the modest s c d e  of economic Co-opera-bion :)reseriLiy 
pmctised would seem not oidy normal but even harc! t o  avoid 
along growing re7alively developed nations i n  close geogra12hfc 
-roximity. 
i x r e a s e d  integratioL1 as it is  realized that imports of Vestern 
-kechnology t r i l l  not salve a71 econonic problems. 

The COI4ECON p r o g r m e  

a Rorrianim posit ion) an approach t o  currency convertibili'Ly 

Eastemi h>Oge is  a lso  becoming more araenable t o  

37. To sum up the nain points from the foregoing, Sovle'c 
economic growth during 
c- mproximately the East Wopean pace,, which may continue p s t  
trends. 
skill be respectable by Yestern standards. 
substantial  increase i n  the labour force, productivity increzses 
are l ike ly  t o  becolne the principal growth factor. 
productivity i s  l ike ly  t o  be sought by the  Soviet leaGersl1i- not 
i n  basic reforms 
OZ the economy, hut i n  increased economic co-operation wi-tln the 
Yest - i .e .  greater imports of i,?estern technology on casier terns. 

1970s is  expected t o  s l o ~ r  down t o  

Such expansion (around 4.559 per year averûge) v1ou1c1 
In 'c'ne &sence of a 

Kigher 

which might jeo-ardize central  -arty control 

-- 
('l) See Table 5(b) (High Variant) anaexed. 
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PART III: 

A. 

38 

-18- 

IN NATO COLTJTRIES 

- Assump-tions 

The assessments made below are based on the assm2tion 
that  no radical changes w i l l  take place ei ther  econozrically o r  
nol i t ica l ly  during the period under review. 
t iz$tWe international po l i t i ca l  and economic s i tuat ion w i l l  
continue t o  evolve, but Tor the purpose of t h i s  report  i* Is 
assmed tha t  the basic features,  notably Eastfifest relations,  aid 
the üS/Europe partnership in NATO, w i l l  not change suff ic ient ly  
t o  radically modify the general economic pro jectioiis on which 
any assessment o f  defence capabi l i t ies  must r e s t .  
circ-mstances the economies o f  the member s ta tes  02 NATO might 
be expected t o  continue -to grow a t  a ra te  more o r  l e s s  i n  
conformity with the projections mase by O E D  f o r  the gerFoCl 
1970/1980 described in Part II above. It must be added, however, 
that  the OECn i n  uakir,g such projections drew attention Lo the 
d i f Î icu l t ies  involved, notably the problem of assessing the 
relative importance O?;" the  various factors contributing t o  [;rowth 
and the extent and nature of  t h e i r  interrelation. Tie projections 
o f  economic growth are therefore indicative of trends, rather than 
forecasts. 

It i s  recognised 

In such 

- The resources base behind defence capabi l i t ies  

39. A s  reported i n  Fart  II above the additiona7 resources 
I-ikely t o  become avclilable t o  member cotmtries over t h i s  decade 
could represent by 19UO an increase o f  60:; i n  r ea l  temis over 
the 1970 level of  GIP of member countries taken as a whole. The 
ra tes  OP growth will vary from country t o  country and the OECD 
projections are reported i n  Table I o f  the Pmex t o  this Fapep, 
Svch quantitative pï*ojections greatly over-simplify the srobleïns 
inherent i n  examinin: future  resource avai labi l i ty  and use, 
IJevertheless they provide a useful first view of possible future 
si tuations regarding derCence effor ts ,  
the potential  capacity O% member countries f o r  defence obvious?y 
increases but  the experience o f  the past d-ecade has Secil tha t  
deïiaids on reuouTces increase even more rapidly i n  such circus-- 
s-kmces making resource allocations even more d i f f i cu l t ,  Intieec!, 
circumstances o f  rap id  growth can be less  favourable for Ci,c?eice 
than a more hardly won - and lower - growth ra te  which iriipe7Ls a 
more s t r i c t  and rigorous exsrraina-kion and acceptance OP Sie prior- 
i t i e s  adopted for allocating resources. 

Uikh< such a r a t e  o f  gro:.*h 

- Possible future  trelids ix defence c:aenc!?-ture 

In response t o  the d-irective given i n  the "kmiis o f  
rcîerence(-l) f o r  t h i s  paper t ha t  possible trends ii1 defence 
expenditure be includecl, three hnotheses hzve beeii selected 
f o r  i l l u s t r a t ive  pwposes. 

- 
40. 
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(i) That the defence expenditure share i n  GrJL 
i s  naintaisled (i . e. defence expenditure would 
r i s e  i n  r ea l  terms a t  the same ra te  as GNP) 

(ii) that the level of defence expenditure - i n  
r ea l  terns  - i s  maintained throughout the 
period 

(iii) that  defence expenditures a re  malntadned but 
only i n  money temis and tha t  inf la t ion,  at' a 
r a t e  similar t o  t ha t  of  the 1960s ( i .e .  4% 
per year), continues t o  erode the r ea l  prchasil lg 
power o f  such outlays. 

41. On the first hypothesis ( i .e .  that the derence share 
of  GNP i s  maintained) which is  the current resource guidance 
adopted by the DPC for force planning purposes, the grow-kh ra te  
09 defence expenditure wot.rld- be the same as projectee f o r  QJEi 
ZQC! consequently the yearly real increase would average close t o  
SF.' f o r  NATO as a whole( I ) . In terms of adclitiofial resources the 
average level  o f  espenditure ( i n  constant prices) waul-d be 60:: 
higher i n  I980 thm- In  l V O ( 2 ) .  For NATO Europe(1) the increase 
(i2 1970 constan-t prices1 would be of  the order of  $92 b i l l i on  
over the present level of sor-e $20 b i l l ion .  
could be presumed sufficient t o  neet a l l  present mûjor deficiencies. 
O n  the other hand, it might be noted t h a t  this additional s~m, 
even i f  attained i s  below the present leve l  of the costs incurred 
by the United States for maintaining t h e i r  forces i n  Europe. 

On the second hypothesis ( i * e .  that  defence e q e n d i k r e  
is held constant i n  roe1 terms) and assuming economic grotrt i  ra tes  
as indicslted by the OECD, the defence share 'of GNP would f a l l  t o  
4.455 by I980 f o r  NATO merubers( 1 ) as  a whole, comgared with the 1970 
share of 6.9(3). 
4.1% i n  I970 t o  2.6;; By 1980, and within t h i s  aggregate f igwe 
the precentage shares would hâve f a l l en  below 2$ i n  three comtries  
(Demark, I t a l y  and Luxeinbourg), and t o  between 2:s and 3;; i n  the 
i'ezainder excepting Fortugal and the United Xingdon where the 
share would still- be of  the order of 49; of  GNP. 
AW-antic the share i n  Canada would be down t o  below 2:: aiid in the 
United States t o  some 5.67:. 

Such an increase 

42. 

In NATO Europe(1) the decline would be from 

Across the 

L 

( 4 )  DPC member countries 
(2) See Table 9(a)  annexed 
( 3 )  See Table 9(b) avinexed 
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, 
43. On the t h i r d  hy-pothesis (i.e. that  defence e=lu,enditu-res 

me  maintained but  on1 
(averaging 4:: per year 5 erodes i t s  purchasing power) tlie r ea l  
value o f  defence wouïd have diminished by -1980 by some 124: 
conipared w i t h  the 1970 position, Assuming economic growth 2 t  
the rates  projected by the O E D ,  the defeme share o f  GlJP would 
la2- l  by ?9SO t o  3.3:; f o r  NATO members(1) as a whole, 
f o r  EAT0 Europe. 
countries the share would be below 25 by 1980. 

i n  money terms and the inf la t ion 

t o  2.& 
Vi-thin these aggregates for no less than 5 

(a) Population and manpower deveïoprnents 

14. 
r i s e  from sonie 533 nillion in  1970 -to very nearly 585 nil-lton by 
1300, roughly the saine r a t e  of increase as  i n  the pmceedisg 
d.ecade(2). 
rcrsonnel strength o f  the armecl forces should present no 
d- l i l icul t ies  (3). 
t o  exert a considerable influence on the a b i l i t y  o f  member countries 
-to respond t o  mili tary manpower requirements: 

The population 02 NATO neraber countries is  e>px-ked t o  

Theoretically therefore the maintenance o f  the yresent 

A number o f  factors however can be expected 

- The limber of  men reaching mili tary age i n  the years 
For  most c o w t r i e s  -kt lem ti2 t o  1930 are set out  in  table  Il (c).  

sl iould be no quantitative problem but changes i n  conscript/ï-egx?-ar 
content o f  the aimed forces(4) and the length of  conscript 
serv ice can be eJxpected t o  continue t o  greatly ii?r”luence the 
s-lobleriis faced by individual countries . 

- The educational level  o f  the population i s  Likely t o  
iirqrove considerably during -the 1970s increasing the iiLu3bei” 02 
specLalists and the t o t a l  supply of  skilled personnel, 
economic growth outlook, however the labour situa-Lion c m  b e  
eqcc ted  t o  remain re la t ive ly  t i gh t  i n  most countries. 
armed- forces t h i s  implies no easing o f  the existing eiff icu- l t ies  
02 maintaining recrui-tïnent and particularly the enlistment 03 
slzilled personnel. 
generally, and consequently pay and allowmces i n  the forces w i L 1  
continue t o  r i s e  shaq3ly. 

Givm tllc 

For the 

It a lso  implies t ha t  wages and sa la r ies  

Iw- - 
( I )  DPC member countries , 

(2)  See Table 2 annexed 
( 3 )  See Tables l i ( a )  and i l ( b )  annexed showing probable trend 

of  mili tary manpower share of  total labour force i-2 the 
former is  rnaintalncd- a t  a fixed strength. 
Sec Table I1 (d) annexed f o r  fwther  detctils. ( 4 )  
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lire 

(b) Raw materials and energy supplies 

45. The conswnp%icn o f  raw materials and energy by t h e  
amed forces and defence industries i s  minimal compared with 
the t o t a i  yearly supply of  such products. 
rullitary consumption of raw materials and energy have very 
res t r ic ted  effects  on the t o t a l  supply and demand picture and 
on the price building process. 
nater ia ls  can therefore be edpected t o  be easily sa'cisfied within 
the framework of rapidly increasing production during .the 1970s. 
011 the basis of the growth assumptions used, the t o t a l  demand- 
for raw materials and energj can be expected t o  grow rapidxy. 
Zven the development of minor shortages might affect the prices 
ônd thus indirect ly  -the defence capabi l i t ies  through the 

Changes i n  the 

T!ae mili tary derrand for rav 

. budgetary iupact of  r ls ing costs. 

(c)  Public expenditure trends 

46. One of the more marked character is t ics  of  public 
ezgenditure trends over  the las t  decade has bee2 the vemJ rai2id 
Zrotrth of t o t a l  public experiditures and the d-ecliilirig share 02 
the t o t a l  allocated t o  defence. The defence budgets of most 
member countries are now sledom the major single elerwiits OP 
s t a t e  budget expenditure, education and health spending in  
nos t  countries having greatly increased over recelIl years. 
Îac-t, between 1965 and i970 the budgets of  member couxrLrIcs 
increased a t  a yearly average of some 9 t o  IO$ ( i n  money t e m s )  
'caken as a whole. 
ZTowth of  GNP and consequently the share of public consmqtion 
3 GE' increased durlng the second half o f  the l a s t  ùecade. 
Durin- the same period defence budge-bs rose  ( in  money Lemis) by 

For  the 1970s two factors  that  are 
7ikely t o  influence most stFongly the s i z e  o f  the defence 
bvdgets will bù the continuLng pressure t o  step up c i v i l  e:;miditi 
while a t  the same time economic policy is l i k e l y  t o  continue %O 
require tha t  the rate of  [ rea l )  increase i n  t o t a l  public 
e:-enditures is  held t o  the ra te  of  GNP growth. 

In 

lliis increase was higher than the simfitmeous 

some 2 7;  i n  NATO Europe. 

x e s  

4'7. A recent stu6y by the OECD( I ) following the i r  
e a r l i e r  report  on the growth of  output 1960-1980, exanines the 
chmlgiag pateern of expenditure which emerges f rom the  figures 
2i"cr the pi?.st aad tne p;-ojections for the period- us t o  13SO. 

- shows that the two main factors contributing t o  r ls ing pubLic 
eqendi tures  have been the sharply rising demands foi7 services 
%%ditionally provided by the public sector (health and education) 
and the r i s ing  share 02 other private e,tgenditures TiiicLlces by 
govciyxïents as  a r e su l t  of social  security and o t h e r  welfare 
Ii"0gramiiies. The question t h i s  ra ises  i s  how Î a s t  an6- how far  "chis 
shift can go without aggrava-king the inflationary tensions 
these trends continue during the I '3"7s the  budgetaïy constraints 
~ û i y  be expected -to renain o r  even become more se r ious  than i n  
recent years. The allocation of  budgetary resources betcweii tlie 

(1) 

It 

If 

L 'Iiil 

m e n d i t u r e  Trends i n  OECD countries 1960-19CO (JULY 1372) 
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d-ifferent sectors o f  the econon!y w i l l  be determined by the new 
s e t  o f  p r io r i t i e s ,  
o l  defence expenditures o f  t o t a l  budget expenditures ci311 be 
eqcc ted  t o  continue. 
forecasts reported by member countries t o  the OECD concerning the  
<evelopent of  the future Fublic consumption materialise. Tie 
majority of  countries foresee tha t  public consumption in 
constant prices w i l l  grow more slowly than the G I P  during 
the 1097ût3, EI factor  which can be expected t o  intensify further 
the conpetition f o r  budgetary resources . 

The trend o f  recent years of a fczlling share 

The problems w i l l  be aggrava-Led if Yne 

(d)  Cos-t and. p r ice  inf la t ion 

4. During the first few years o f  the 1970s Inflatioii has - beeii much more serious tlim during the l a s t  decade. 
p o s s i b i l i t y  tha t  prices night continue t o  iiicrease steeply iii 
the next few years. 
level f ive o r  ten years ahead is  however impossible. 
t o  6-0 so would involve a forecast  of the extent t o  triiich policies 
t o  contain and control i i i l lat ion i n  expanding econoriies are 
l ike ly  t o  succeed. 
in re lat ive prices Taaking trend extrapolation valid t o  some 
extent. 
f o r  government consunption i n  al1 countries w i l l  rise faster 5.n 
-the 1970s than the G I P  deflator.  
consumption will con-kime t o  take a larger share of  CiJP than i n  
constant prices. 
Fncreased as fast, aïid i n  some cases fas te r  than, t h  c?e2ktcm 
f o r  government consumption i n  the 1960s, To maiiltain delencc 
eqenditures i n  r ea l  terns(  I ) i n  the 1970s necessitates year?y 
increases i n  expenditures corresponding t o  the r i s e  o f  the 
cleflator o f  government e,qenditures o r  more(2). 

it is a 

To forecast  chazges i n  the absolute yrice 
To attempt 

Zut there are strong forces afSec’cing treiids 

As i n  the 1360s, it can thus be assumed tht the del la tor  

Thus i n  current @ces, ~ublic 

In nost countries the defence expendtture def la tor  

p1 re lat ive costs in  the f i e l d  o f  

49. Closely associated with the problem of r i s ing  prices 
and costs are the  effects of inf la t ion on relat ive costs in the 
defence sector i. e the deterioration i n  the relat ion be-i.feeii 
operating expenditures and investments. The shczre of pay ans! 
allowaxes and. operational expenditures i n  t o t a l  <-elencc 
e:qenditures has increased from 7@6 i n  RAT0 &ropes1 countries 
1365 %O 8470 i n  1971. As a consequence the share o f  resources 
f o r  investment purposes has decline6 from 22:: i n  1965 ->O some 
165; i n  -i971. The effect  on major equipment has been yar t icular ly  
sik;cifican,t, the percentage declining from I?/; i n  1965 t o  only 
12!2 in I97I .  The main factor  behind th i s  development k s  bee?? 
the stselîly r i s ing  wage level throughout t h i s  period, j?ushinC; 
up t h e  shzre o f  defence expenditures devoted t o  pay a d  K!-lo.l.~ances. 

(1) i .e .  t o  mintairi? the same purchasing power (for defence 

7e.g . A970 when constant 1970 prices are adogted). 

- 
oods aqd sei-v$ces) as tha t  recorded in  the reference yea- 

(2) See Table 13 annexed. 
N A T O  9 - E S T R I C T E D  

-22- 

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



I V r X A V  & L - w * * . & v - - i i r  

4 
AC/127-D/436 -23- (Y 

The squeeze of investment resources led t o  postponement o f  investment 
expenditure, which also increased. This contributed t o  the continued 
narrowing of the investment margin, whereas i n  f ac t  it ought t o  have 
increased t o  keep pace w i t h  technological progress and the result ing 
changes i n  mili tary needs. These factors are  l i ke ly  t o  continue t o  
make themselves strongly f e l t  i n  the 1970s. To maintain the present 
leve l  of defence capabili ty requires allocation o f  additional rea l  
resources t o  the defence sector during the defence planning period. 
Merely t o  maintain the actual level  of r ea l  purchasing power o f  the 
defence budgets implies a certain reduction of the defence 
capabili ty of  the Alliance. 
continued budgetary constraints during the 1970s, both within the 
defence budget i t s e l f  and within the t o t a l  budget, 

The above considerations point t o  

( f )  

The growing external imbalances and the consequent huge 

In t w o  respects i n  particular - the stationing of forces 

Other economic factors affecting the defence 
capabi l i t ies  

50. 
surpluses and d e f i c i t s  of major member countries o f  the Alliance 
during recent years have had repercussions on the defence capabili t ies 
of  MATO. 
where they are needed i n  central  Rlrope, and the purchase and 
standardization of equipment - these repercussions have been and are 
l i k e l y  t o  remain important. The offset  agreements concerning 
stationing costs concluded between de f i c i t  and surplus countries 
have contributed towards easing the problem but not solving it. 
They have i n  f ac t  been an additional factor making more d i f f i cu l t  
the par t icular  problem of achieving joint  NATO wide action t o  improve 
procurement and standardization of  equipment . Improvement o f  the 
international monetary system should reduce the  relat ive importance 
of balance of payments considerations i n  the defence f ie ld .  
measures t o  correct the balance of payments position o f  the United 
States  should ease the problem of US stationing costs i n  Europe but 
t he  movement back i n t o  balance seems l ike ly  t o  take time. 
other hand, the enlargement of the European Community increases the 
responsibil i ty of European governments fo r  the  security of t h e i r  own 
countries. 

The 

On the 

B. I N  WARSAW PACT COUNTRIES 

Assmjtions - 
51. Any assumptions of the implications f o r  defence capabili t ies 

of  l i ke ly  economic developments i n  the 1970s i n  the Warsaw Pact 
countries i s  subject t o  far greater uncertainty than the para l le l  
assessment made above f o r  the NATO countries. I n  the Warsaw Pact 
c o w t r i e s  economic developments are not subject t o  market forces 
ar i n  Western countries, they r e f l ec t  a more o r  l e s s  s t r i c t  program- 
ming which generally does not take account of supply and demand as 
widerstood i n  the West, I n  other words, production and the f ina l  use 
Of resources are the resul t  of central  planning reflecting policy 
dwisions o f  an arbi t rary nature. 
exmining l ike ly  developments can thus differ considerably. 

The assumptions adopted for  
In 
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preparing t h i s  section it has been assumed tha t  the Soviet leaders 
w i l l  aim a t  as hQh a ra te  of  .economic growth a s  is  consonant with 
economic s t a b i l i t y  and the  achievement of  t h e i r  prime objectives, 
It is  assumed tha t  no radical  changes i n  world power relationships 
w i l l  take place, and tha t  their main objectives w i l l  be t o  
strengthen t h e i r  posit ion and influence i n  the world, f o r  which 
purpose both economic and mili tary power are relevant. 

- _The resources base 

In Part II B, of  t h i s  appreciation the most l ike ly  52. 
development o f  the Soviet Union's economy was considered t o  be a 
moderate slowing down of  the ra te  af growth t o  perhaps some 4.5:6 
yearly on average through the 1970s; the average growth ra te  i n  
the other Warsaw Pact countries being of  roughly the same magnitude. 
Examination o f  why such a slackening i s  l ike ly  t o  occur throws some 
l i g h t  on the economic considerations tha t  could influence the Soviet 
m i l i t a r y  e f for t ,  
growth o f  investment and consumption l ike ly  t o  en ta i l  constraints 
on resources available f o r  defence, o r  conversely, t o  what extent 
i s  the increasing cost o f  the l a t t e r  l ike ly  t o  en ta i l  a squeezing 
of resources f o r  investment and particularly consumption. 
t h i s  i n  view the Soviet leaders have determined, o r  w i l l  have t o  
determine, t h e i r  choices and ps io r i t i e s  i n  accordance w i t h  the needs 
of economic developments. 

in other words, t o  what extent i s  the future 

With 

I 53. A review of the various factors  which were considered i n  
assessing the growth o f  the Soviet economy up t o  1980, provide a 
basis f o r  considering possible allocations o f  resources i n  the  
future. The slackening of economic growth i s  mainly at t r ibutable  
t o  the declining ra te  of  increase of production factors,  i.e. 
cap i ta l  wid manpower, which began t o  make themselves f e l t  towards 
the end o f  the l a s t  decade, 
and t o  defence-related R & Dy as w e l l  a s  the  vicissitudes o f  
agriculture, are among the  more important fzctors behind t h i s  
development. Current Soviet plans indicate a continuing slowdown 
of  the ra te  o f  growth o f  investment up t o  1975. This factor,  
coupled with the continuing lag  i n  the technological modernization 
programe, raises doubts about -the poss ib i l i t i es  of  achieving the 
accelerated growth ra tes  in--the l a t t e r  half of  the f ive year period 
as envisaged i n  the plan. 
allocating mors resources t o  mili tary use might be somewhat reduced, 
but i n  assessing the significance o f  such an economic constraint 
a number of other considerations have t o  be taken into account. 

The allocation o f  resources t o  defence 

In such circumstances t h e  scope f o r  

54. In the first place the  increase in  total resources w i l l  
be very substantial  even i f  the ra te  of  increase slackens somewhat, 
This w i l l  ensure a considerable degree of  f lex ib i l i ty  i n  resource 
allacation, par t icular ly  as the Soviet Authorities do not have t o  
give the same consideration t o  consumer demand as  i n  the Western 
type of  open market economy, Furthermore, the absolute leve l  of 
the resources directed t o  m i l i t a r y  use increased appreciably i n  
the 1950s and 1960s and I s  now comparable'in the end resu l t s  
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achieved t o  the United States e f fo r t ( l ) ,  although the economic base 
i s  roughly only half the s i ze  of the l a t t e r ' s .  This implies tha t  
fur ther  very effective increases i n  mili tary capability could be 
made without the  additional resources absorbed having as great a 
marginal significance as i n  the past ( i .e.  they would not need t o  
take the l ion ' s  share of the additional resources becoming available), 
There are  a l s o ,  compared t o  the West, very considerable differences 
i n  the method by which resources are shared out, which makes simple 
quantitative assessments such as  trying t o  measure changes i n  the 
t o t a l  rouble value of the military e f for t  o r  i t s  share of Gm, l e s s  
meaningful than equivalent estimates made f o r  Western countries. 

Specific economic factors affecting military capabi l i t ies  

ManQower and ski l led pe r soge l  

55. Population growth has been slowing i n  most Warsaw Pact 
countries since the mid-lgSOs, largely as a resuTt o f  reduced b i r th  
r a t e s  and,except i n  Poxand, the labour supply can be expected t o  be 
t ight  i n  the 1970s(2). 
increase, coupled w i t h  the  drying up of  the supply of  surplus labour 
from the countryside, poses a serious problem, as industr ia l  expansion 
must accordingly depend increasingly on higher productivity. 
the mi l i t a ry  point o f  view the position is somewhat different.  
Diff icul t ies  were experienced i n  the 1960s i n  many Warsaw Pact 
countries i n  finding sufficient manpower f o r  the armed forces, as 
the smaller numbers born i n  the w a r  years reached mili tary age, 
However, the male population of  mili tary age w i l l  increase i n  the 
ear ly  1970s i n  most Warsaw Pact countries and during the whole of 
the decade i n  the USSR. 
constraints will not be quantitative(2) but some economic pressure 
t o  respond t o  c i v i l  manpower needs i s  likely t o  be f e l t .  However, 
as mentioned ea r l i e r ,  resources allocation i s  dependent on planning 
decisions rather  than market forces, and consequently i n  the Warsaw 
Pact countries a re la t ive  scarci ty  of manpower is unlikely t o  be 
f e l t  through r i s ing  personnel costs. 

In the  USSR the slowdown i n  the natural  

From 

ln such circumstances mili tary manpower 

(b) Raw materials and energy supplies 

56. The impact o f  mili tary requirements on available energy 
and mineral supplies is somewhat greater  in the  Wzrsaw Pact countries 
than i n  the Alliance. 
aspect: 
share of high quali ty manpower, equipment and material than are  
c iv i l ian  ac t iv i t ies ,  
a l l  r a w  materials except natural rubber and aluminium. 
t ions  f o r  Warsaw Pact mili tary capabi l i t i es  i n  the 1970s are  
,consequently favourable i n  most respects. 
resources w i l l  require improved transportation and consequently 
substant ia l  investment and t h i s  could be a l imiting factor,  

In the USSR t h i s  feature also has a quali tative 

The USSR i s  r ich  i n  fuel  resources and i n  nearly 

the mili tary effor t  i s  probably a l lo t ted  a somewhat greater 

The implica- 

The exploitation of these 

1 It i s  - estimated t h  a t  i n  1 i n  current prices a t  purchasingz 
power par i ty)  defence e x p z u r e s  amounted t o  $67.5 b i l l ion  f o r  
the  USSR and 5675 b i l l ion  f o r  the  Warsaw Pact as a whole 

(2) See Table  6 annexed 
E-A T O R E S T R I C T E 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



(c) State  emenàitures - 
57. The very different  method of resources allocation and 

measurement followed i n  Communist countries, makes it impossible t o  
describe developments i n  a manner comparable t o  normal usage i n  the  
West. The published defence budget covers a far  narrower range of 
goods and services than i n  the West, with, notably, the major p a r t  
o f  defence production, and R & D located i n  the Science Budget. 
Over the l a s t  four years the  o f f i c i a l  defence budget has stood 
ç t i l l - a% 37.9 mil l iard roubles, science expenditures on the other 
hand have increased from 10.0 milliard roubles i n  1969 t o  a planned 
15.5 mill iard roubles f o r  1973. Other estimates o f  expenditures o f  
a military nature are included under -other budget itemss but the 
information available i s  insuff ic ient  f o r  an accurate assessment 
of  mili tary spending i n  Western terms. 
the items t o  be included but a l so  how they are  priced. 
the USSR are administratively fixed and it i s  easi ly  possible t o  
put a l o w  price tag  on mili tary equipment. 
t o  assess possible future trends i n  terms o f  t o t a l  expenditures are  
o f  limited value . 

The problem not only concerns 
Prices i n  

Consequently attempts 

(d) Inf la t ion and changes i n  re la t ive  costs - 
58. The Warsaw Pact countries are not fu l ly  immune t o  inf la t ion 

i n  the sense tha t  the t o t a l  mass o f  money and 09 purchasing power 
may increase f a s t e r  than the  mass o f  goods and services produced. 
In  such circumstances however it is  not normal for  pr ices  t o  r i s e  
i n  consequence; the authorities can aim t o  adjust  pr ices  t o  su i t  
t he i r  policies.  The effect  of  inflationary pressure i s  therefore 
a shortage o f  goods rather than r i s ing  prices. 
t ha t  major price changes o f  wholesale goods i n  the USSR have on 
occasion been allowed t o  have an e f fec t  on the reported level  of 
the  defence budget, tha t  is, tha t  the Soviet authori t ies  have been 
willing even i n  the mili tary sphere t o  allow prices  t o  re f lec t  
r is ing costs, 
t o  suggest t ha t  the prices o f  mili tary goods are  closer t o  costs 
than the pr ices  o f  c iv i l ian  goods. 

Some experts believe 

This i s  a possibi l i ty ,  but the evidence would seem 

59. The rea l  c o s t  of m-ilitary equipment must have r isen 
considerably i n  recent years, both i n  R & D a d  In  production 
because of the greater sophistication of  weapon system. 
personnel side, t o o ,  the trend must have been upward since wages 
i n  the Warsaw Pact countries have r isen s l igh t ly  along w i t h  l iv ing 
standards. In the 1 9 7 0 ~ ~  both these trends are l ike ly  t o  become 
more marked, The consequences are  l ike ly  t o  be greater  dfscrimina- 
t ion  i n  selecting p r io r i t i e s ,  but, compared with the situatioï, i n  
Alliance countries, it i s  much easier  t o  hold down the r i s e  i n  
operating expenditure and, over the same time. spanp the pressure 
f o r  capi ta l  expenditures i n  the mili tary f i e ld  t o  r i s e  will possibly 
weaken as the USSR draws leve l  with the West -in advanced weapon 
capabilities. 

On the  
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(e) Trade and payments 

60, The USSR i s  almost self-sufficient economically, md has 

The other six Warsaw Pact countries, OR the other 
l i t t l e  incentive t o  l ink  up w i t h  other s t a t e s  for  purposes of 
specialization. 
hand, are small and dependent on trade which over the two decades 
has been subject t o  pressure from the USSR t o  d i rect  the bulk of 
t h i s  trade t o  other soc ia l i s t  states(1).  Within the framework of 
COMECON the USSR i n s i s t s  on p r i o r i t y  for  Co-ordination-of -plamin 
(i .e.  integration on the basis  of administrative/political choice 
while paying l i p  service t o  the concept advanced by Hungary and 
Poland o f  trade and integration on the basis of comparative costs. 
The USSR i s  the main producer of arms i n  the Yarsaw Pact and the 
main exporter both t o  Warsaw Pad partners and t o  l e s s  developed 
countries. 
terms such exports are an important source of income. 
ing of forces i n  Eastern Europe on the other  hand probably has t o  
be s e t  o f f  against t h i s  revenue. It would seem unlikely that  t h i s  
pattern of  trade and payments w i l l  change radically i n  the period 
under review. 
continue t o  be managed under a continuation o f  the present system. 
The opening up of East/West trade, on the other hand, has a long 
way t o  go before it brings about the need f o r  a radical change in  
the present monetary and trading arrangements. 

7 

Even though much o f  t h i s  material i s  delivered on credit 
The station- 

Arms sales  and stationing costs are l ike ly  t o  

The factors most l i k e l y  t o  influence mili tary capabi l i t ies  

61. 
t i e s  of assessing possible future developments as these can and 
probably w i l l  be largely determined by po l i t i ca l  considerations. 
There are certain basic economic factors however tha t  w i l l  influence 
i n  a general sense mili tary capabi l i t ies  t h a t  might be summarized 
a t  t h i s  point. There i s  some evidence that i n  the future investment 
and consumption will not grow a t  a much higher ra te  than national 
product, and tha t  these two end uses of  resources are not l ike ly  
t o  exert increasing pressure on remaining resources available f o r  
defence. 
1966-70 and it seems that i n  the future there i s  room for  f i r t h e r  
increases. It seems unlikely tha t  the Soviet leaders, despite t he i r  
growing awareness o f  the burden which defence represents f o r  the 
economy, are prepared t o  achieve a s h i f t  of resources a t  the expense 
O f  defence needs with a view t o  meeting deficiencies incurred i n  the 
impelmentation of consumption programming. 
Of  the  Soviet administrative bodies i s  not suited t o  rapid transfer 
Of important resources from one sector t o  another. 
possible tha t  the general slackening of the ra te  o f  growth of the 
resources available, as well as  problems arising from now onwards 
i n  the  implementation o f  economic plans which are, however, l e s s  
ambitious than formerly, en ta i l  constraints on military programmes. 
Soviet in te res t  i n  an agreement on armaments l imitation i s  then 
highlighted by the fac t  tha t ,  i n  addition t o  the heavy burden of the 
Soviet  Union’s armament programmes, she i s  facing further mili tary 
outlays reL;u;bing from the deterioration of her relations w i t h  China- 
iT s ee Table 8 ( a9 b) annexed 

The considerations expressed above indicate the difficul-  

The l a t t e r  increased at about 3% annually Over the years 

. 

Moreover, the sluggishness 

It i s  nevertheless 

. 
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s i n  the re la t ive  economic capabi l i t ies  
t 

(a )  The balance J:.n 1970 

62. Compared with Varsaw Pact countries the economic strength 
o f  NATO members - i n  1970 - shows t o  considerable advantage i n  terms 
of .  ,to.tal, ..ppapulation (533 million compared w i t h  346 million) and 
t o t a l  output ($1730 rnilliard(1) compared with $702 milliard). There 
are, however, marked differences i n  the t w o  groups o f  countries i n  
t h e i r  inter-relationship and economic systems that favour the Warsaw 
Pact when the use o f  economic potential  f o r  mili tary purposes i s  
considered. 
direction o f  economic development i n  Eastern Europe. The defence 
sector o f  the  economy has been given t o p  pr ior i ty  and w i t h  the  
concentration o f  a l l  major (economic) decision-taking a t  the top, 
military capabi l i t ies  have been radically expanded over recent years 
a t  the same time that  economic growth has been relat ively rapid. 
The USSR has now probably caught up w i t h  the US i n  terms 0 5 t h  
resources devoted t o  mili tary use although t h i s  i s  on an economic 
base o f  roughly half  the size,  

The USSR has exerted a dominant influence on the 

(b) The balance i n  1980 

By the end o f  t h i s  decade the defence potential  o f  the 
economies o f  both the Warsaw Pact and NATO member countries w i l l  
have increased considerably. 
value tha t  i s  limited by the assumptions upon which they are  made. 
However, assuming no major economic upheavals occur, growth ra tes  
of GNP on both sides w i l l  be similar (between 4 and 5% yearly on 
average). 
1980 o f  the order o f  50 t o  60% i n  r ea l  terms. It implies tha t  the 
NATO member countries w i l l  continue t o  stay well ahead o f  the 
Warsaw Pact i n  terms o f  magnitude o f  GNP (e.g. i n  1980; t o t a l  NATO 
G W  w i l l  amount t o  some $2,500 milliard and t o t a l  Warsaw Pact GNP 
t o  some $1,100 mil l iard) .  
remain well ahead of the Warsaw Pact (583 miàlion-.,and 376 million 
respectively). 
wealth, notably for  maintaini-ng o r  improving mili tary capabi l i t ies ,  
both grougs w i l l  face new problems and d i f f icu l t ies .  

development must increasingly switch from an "extensiveft t o  an 
"intensive1' use of resources, due mainly t o  a growing scarcity o f  
labour and capital .  
t o  improved technology and r i s ing  productivity f o r  growth. 
w i l l  require a continued high level  o f  investment over a period 
when demand pressures f o r  consumer goods, even i f  contained, become 
greater, Such a development i s  l ike ly  t o  lead t o  a continuing re- 
appraisal of  p r io r i t i e s  i n  resource allocation, The recently 

63. 
Projections of economic growth have a 

This would amount t o  an increase i n  GNP from 1970 t o  

In  terms of  population NATO w i l l  a l s o  

However, i n  the use t o  be made of the increased 

64, In the Warsaw Pact countries and notably the USSR, economic 

It w i l l  become increasingly necessary t o  look 
This 

--- 
A l l  data pertaining t o  NA1 'O country G P  are  a t  market prices 
i n  t h i s  section f o r  purposes of comparison. 
sections, including the annex, are  a t  factor  cost 

Such data i n  other 
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announced Soviet 1973 Plan i s  an example o f  how such a re-appraisal 
can be made a t  re la t ively short - ... notice. 

65. Barring unexpected developments tha t  would lead t o  a major 
economic slowdown, the strength o f  the economies and thepo'kential  
military capabi l i t ies  of both NATO and Warsaw Pact countries can be 
expected t o  increase substantially over the period under review, 
It goes without saying tha t  the uncertainties attaching t o  economic 
proJections and the importance of  the assumptions chosen, c a l l  f o r  
caution i n  drawing conclusions. It should be noted t h a t  fa i lure  t o  
achieve the necessary changes i n  international trade and monetary 
relations could significantly change the economic outlook and i n  
par t icular  have unforeseeable effects  on resource allocations. 
the immediate future the current d i f f i cu l t i e s  f o r  agriculture i n  
the USSR and the inf la t ion in  the West could r e su l t ,  f o r  example, 
i n  a l e s s  favourable economic outturn i n  the first half  of the 
1970s, znd even have repercussions extending over the whole decade. 
However, the probabili ty of such developments significantly affect-  
ing the relat ive economic strengths of the two groups o f  countries 
i s  small. The combined G W  of  NATO member countries may r i s e  - i n  
constant price terms - by $1000 milliard t o  reach $2,500 mil l ia rd  
i n  1980. 
comparative dol lar  terms is  unlikely t o  exceed $400 milliard, which 
would ra i se  the t o t a l  t o  over $1,000 by 1980. On these hypotheses 
there w i l l  thus be considerably larger  additional resources 
available t o  NATO member countries than t o  the Warsaw Pact, 
the other hand i n  relation t o  each other the GNPs of the two areas 
w i l l  maintain roughly the same ra t io s  (100 t o  40). 

In 

In the Warsaw Pact countries the increase ia GNP i n  

O n  

66. While i n  terms of  economic growth the advantage would 
seem t o  l i e  w i t h  the West, i n  terms o f  the mili tary use made of the 
resources a largely counter-balancing advantage would seem t o  l i e  
w i t h  the Warsaw Pact, 
d-ifficult  i n  recent years t o  maintain the share of  resources ( G N P )  
allocated t o  defence, 
improvement i n  international relations,  consumer demands and other 
social  needs such as  protection of the environment and urbanization, 
w i l l  become an increasing drain on resources. I n t h e  Warsaw Pact 
countries similar pressures w i l l  be f e l t  but i n  a very attenuated 
form as the centralization of the p o l i t i c a l  and economic system 
make the authorit ies l e s s  responsive t o  public opinion, Consequently 
it is  l ike ly  t o  remain considerably easier for  defence t o  re ta in  a 
higher p r i o r i t y  i n  these countries compared w i t h  NATO. 
as  the USSR has l i t t l e  chance of matching t h e  United States i n  
economic power the improvement of her mili tary strength f o r  exerting 
international influence i s  l ike ly  t o  be a first consideration. 

In NATO countries it has proved very 

As a resu l t  of détente and the subsequent 

Futhermore, 

67. To i l l u s t r a t e  the implications of possible econom-ic 
4evelopments on relat ive force capabi l i t ies ,  one might s t a r t  from 
the assumption - a rather optimistic one i n  f ac t  - t ha t  NATO 
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throughout the period w i l l  do no more than maintain i ts  defence 
expenditures i n  r ea l  terms a t  the 1970 level ,  
defence share o f  GPJP f o r  NATO as  a whole declining from 6 .7°~  P i n  
1970 t o  some 4% i n  1980. Turning t o  the Warsaw Pact countries two 
poss ib i l i t i es  seem relevant: 
of t o t a l  resources currently allocated t o  mili tary use o r  allowing 
t h i s  share t o  decline slowly. In the first case the Warsaw Pact 
countries would largely overtake NATO b 
expenditures ($116 mill iard against $10 i: milliard),  In the second 
case, a moderate decline i n  the share o f  GNï? going t o  defence i n  
the Warsaw Pact countries (down t o  some 10.4Y6 f o r  the group as  a 
whole) would s t i l l  allow them t o  match i n  rea l  terms the resources 
made available t o  defence i n  NATO member countries. It inaiCates 
tha t  even on assumptions that are re lat ively favourable t o  NATO, 
the Warsaw Pact would be able t o  allocate a t  least as much or more 
resources t o  defence. 

This would i m  ly a 

maintaining the relat ively high share 

1WO i n  regard t o  mili tary 
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$ mcrease 

A A T O R E S ,  T R I C T B D 

NATO CW~TRISS GROSS NATIONAL PRODUCTS AT FACTOR COST 
(AT 1910 COBSTANT PRICES AND 1910 EXCHANGE RATBS) 

mon 1970 - 1980 - 
1970 

A O b l  

1,145.746 
22,915 

91.977 
13,064 

603.970 
165,019 

' 244.875 
8,162 

35.120 
399 

52,367 
83,78? 

451100 
902 

104,130 
28,765 

70,027 
9,804 

163,101 
5,613 

1199855 
ll.og8 

43 I 250 
103,eOO 

453.3m 
- 

12.184 
66,710 

901.521 
-0.6 

3421.679 

Il 5.426 
128,808 

582,196 

1.550,481 

.- 

Projeated 

1,190,091 
23,802 
+ 3.9 

101,507 
13,534 + 3.6 
620.535 
169,545 

+ 2.7 
266,184 
8,813 + 8.1 

38,455 
437 

+ 9.5 

53.100 

45,415 
908 + 0.1 

109,029 
30,118 
+ 4.7 

73.391 
10,275 
+ 4.8 

171,200 
5.955 
+ 5.0 

130,888 

+ 9.2 
12,119 

44.410 
106.728 

+ 2.8 
461,254 
+ 3.06 

16,310 
70,642 + 5.8 
925,128 

+ 2 .1  

,463 I 624 
+ 2.95 

IS1 t 491 
135,301 

+ 5.0 
602,555 

3.50 

,598,925 
+ 3.12 

-. .. 

1 1 

80.565 94.182 
14,523 0:;:6 + 5.5 

9459233 
258.260 

+ 5.0 
515.932 
17,198 + 7.1 
58,403 

664 
+ 4.4 

81,511 

+ 6.0 
56,767 
1.135 + 2.9 

151,423 
43,487 
+ 4.3 

109.053 
15,267 
+ 4.5 

514.765 
10,948 
+ ?.O 

231.492 
21,w + 6.8 
60,971 
146,345 

140,018 

+ 3.6 
710.350 
+ 4.94 

122,126 
112.961 

+ 5.2 

1,400,693 
+ 4.4 

2.P24,OlO 
+ 4.61 

- 

Cumtiintin, Yearly A w r a r  

148,860 " 
+ 4.95 

82,018 
+ 3.14 

1,064,889 
+ 5.01 

65,569 
+ 7 3 3  

2,798 
+ 4.44 

556,327 
+ 6.03 

5,014 
+ 2.14 

64,149 
+ 4.41 

41.953 I + 7.00 

W.876 + 6.80 

636,684 ' 

+ 3.44 
4,937,355 ' 

+ 4.88 

462.034 
-5.29 

5.901.343 + 6.38 

91306,732 
+ 4.58 

1,262,525 
900,681 
+.5.99 

3.838.036 
+ 5.14 

10,207,413 
+ 4.11 

316.491 
+ 4.65 

174,551 
+ 3-79 

391.961 
+ 4.12 

156,701 
+ 4.53 

87.951 
+ 6.80 

117.515 
+ 7.01 

1 t 360.149 
+ 3.49 

6,239.281 + A.59 

' 972,939 
+ 5.40 

120494.571 
+ A.57 . .  

199 706,197 
+ 4.57 

1,900 406 
+ ;.e5 

8,139.693 + 4.88 
21,607,203 

+ 4.69 

- SOURCE: @ECE. l he  ra tes  O f  growth 1973 t o  1980 fmm the  OECD Report on "Expenditures Trends in OECD Countr ies  l9M>-198O1~ publiehed i n  July 1972 
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TABLE 2 

' 1975 

NATO COUNTRIES POPULATION AND L4XFORCE FROM 19-70 TO 1980 

I 

Countries 1 

I 

DENMARI( 

FED. REP. OF 
GERMANY 

GREECE 

ITALY 

LUXEMBOURG 

NETHERLANDS 

NORWAY 

PORTUGAL. 

TURKEY 

UNITED KINGDOM 

DPC EUROPEAN 
COUNTRIES 

227 , 318 
100 , 727 
44.31 

528 185 
223,242 

42.27 

582,598 
j 246,152 
42.25 

Population 
Labour force 

population 
Population 
Labour force  - a s  96 of 

population 

- as % o f  

1.04 
1.60 

. 
0.92 
1.05 

0.90 
1 .O2 

Population 
Labour force  - as % of 

population 
Population 
Labour force  - a s  % of 

population 
Population 
Labour force  - a s  % of 

population 

Po ulation 
Lagour force  
- as % of 

population 
Population 
Labour force  - as % of 

population 
Population 
Labour force - as % of 

population 
Population 
Labour force  - as % of 

population 
Population 
Labour force  - as % of pop. 
Population 
Labour force  - a s  % o f  

population 
Population 
Labour force  
- a s  % of 

population 

Population 
Labour force  - a s  % of 

1970 

-- 
9,676 
3,918 
40.49 
4,929 
2,389 
48.47 

60,651 
27,353 

45,lO 
8,793 
3,830 

43.56 
54,459 
19,777 

36.32 
340 
144 

42.35 
13,032 
4 , 734 
36.33 
3,877 
1 557 

40.16 
8,949 
3,222 

36.00 

14,144 
40.15 
55,812 
25,637 

45.93 
55,953 

35,250 

06 , 785 
41.72 

21,324 
8,466 

UNITED STATES Population 
Labour force  - a s  % of 

population 

TOTAL DPC Population 
COUNTRIES Labour force  

population 
- a s  % o f  

TOTAL NATû 
(France and 
Iceland 
included) 

Population 
Labour force - as of 

popdat ion  

.. Not  ava i lab le  

9,749 
3,955 

40.57 
5 , O 1 0  
2 , 487 
49.64 

61,720 
26,284 

42 9 59 
8,963 
3,907 

43.59 
56,375 
20,357 

36.11 
350 
152 

43.43 
13.655 
4,819 

35.29 
4,043 
1,621 

40.09 .. .. 
.. 

40,320 
15,113 
30.45 
57,167 
25,747 

45.04 
66,300 
07,685 , 

22 , 351 
9 9 851 

41.93 

1980 

9,805 
4 , 080 
41.61 
5,107 
2,550 

49.93 

62,743 
26,737 

42.69 
9,212 
3 , 987 
43.28 

20,997 

36.14 

58 , O93 

360 
158 

43.89 
14,395 
4 , 947 
34.37 
4,228 
1,686 

39.88 .. .. 
.. 

45,767 
16,141 

58,607 
26,521 

35 27 

I $4.07 I 48.30 

482,156 
201,154 

43.17 

503,595 
210,329 

(Thousands) 

1970-1980 
6 cumulative 
yearly avera 

0.11 
0.41 

0.36 
0.66 

0.34 
-0.21 ' 

0.47 
0.45 

0.65 
0.60 

0.57 
0.93 

1.00 
0.44 

0.87 
0.80 

.. .. 
2.65 
1.33 

0.49 
0.34 

r.09 
11,476 

Source: For  1970 : OECD 
For 1975 : Provisional estimates 
and 1980 

- 

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 CO'fl\Tn?IES* GNP (fc) PER HEAD 
F : i O E W  TO 'I 980 

1970 Constaiit ; x i c e s  - 1970 ii xchange rates 
f a r s ]  

1970 1972 I375 1980 I974 

SZE 
2,771 
3 O 5 2  
3,133 
1,268 
2,381 
1,761 
2,767 
2 508 
2,928 

882 
376 

2,093 

2,0:7 

3,758 
5 9 089 

I 
(47 51 
2,901 
3,154 
3,279 
1,362 
2,454 
1 ,856 
1,995 
2 9 580 
3,030 

894 
393 

2 ,  irk5 

_c2) 
2,546 
2 9 835 
2,866 
? , I 0 4  
2,259 
1,593 
2,680 
2,352 

3,681 
3,710 
4,116 
1,867 
2,850 
2,410 
3,:5s 
3,021 
3,511 
1,279 

480 
2,497 

-7- Î ,77'i 'I ,853 

P 

I 
3,526 I 4,211 3,4-04 

3,235 1 4,:77 

2 , 284- 2,823 

3,&98 1 4,208 

SO~L-CZ : Table 1 a21d Table 2 
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- 3: 1. I! O U I ’ C  L A S S I F I Z D 

NATO COIIJI~~& Campdi t y  %xg?r.ts 

Million US j3 (Annual Totals f.o.b.) 

1 
I c olxr t r y  

Belgium/Luxembourg 
Denmark 
France 
Fed. Rep. of Germany 
Greece 
Iceland 
I tnly 

Netherlands 
Norway 
Portugal 
Turkey 
United Kingdom 

TOTAL mm EUROP~ 

Canada 
U e S . A a  

TOTAL NATO 

SOE!.CE: OECD, Overall Trade by Countries 

I 960 

$3.296 

5 9  548 
20 %30~; 
69,168 

1970 

11,595 
3,290 

17,940 
34 O849 

643 
147 

13,188 

11 9767 
2,455 
946 
589 

19 ,351  

116 1 5 7  - 

43,226 

176,118 

-9 

1643~; 

ANNEX t o  

L960 t o  1970 
iaoroase 

+ 2107; 
+ 125% 

+ 2057; 

+ io& 
+ 259%; 

+ iswb 

+ 161$ 

+ 215$ 

+ 1927; 

+ 192$ 
+ 82$ 

+ 88% 

+ i70$ 
+ 190”$ 

+ i55$ 
+ 113% 

W I I  T O F 1.1 C L L ’ S ’ S  I ’ F  I E 5) 
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N A T  U K i 5 Y 1 ' R l C T E D  

-5- 

TABLE 5(a) 
GROSS NATIONAL PRODUCT OF WARSAW PACT 

(1970 constant pr icesp mill iard US dollars 
purchasing power par i ty)  

a t  

Czechoslovakia 

- 
Y - -  

i 
J- 

For the USSR during 1960-1969 based on estimates by S, C a l m ,  
E'Economic Ferfomance and I l i l i tary Burden i n  the Soviet 
Union"; fo r  Eastern J3urope during 1360-1968, derived from 
estimates by Pîessrs. Crawford and Wigg, Columbia Universj-ty 
Research I ~ o  jec t ,  '7E~onorni~ Developments in the Countries 
o f  Eastern &ropef*. 
Xconomic Comiittee, US Congress, 1970. For Eastern &rope 
during 1969-1970 and- the USSR i n  1970, estimates by IUTO, 
Yconomic Directorate. 
Sast Baropean fi Lares w e  based on estimates by the s m e  
sources as i n  (a 7 above regarding the level  o f  GNT i n  1967 
and i t s  growth during 1968-1970, 
Jstimates by Economic Directorate, NATO, on Vne basis of 
-Oro jections of employment and productivity d-uring 1970-1980 
(see Table 5(c)) .  I 

'.?he level  o f  Soviet GNr" i n  1970 was derived i n  the  î d i l m r -  
-'-ng way. According t o  separate estimates by NXTO counbies 
a d  by the ECE i n  Geneva, the r a t i o  between the level of  
&viet  GNP and US GN? i n  1965 was approximately &3/100. 
This r a t io  was changed by applying t o  the numerator and 
denominator the i r  respective real  rowth during 1966-1970: 
17.575 for the US. ( i S H ( 7 l ) l O ;  3.i4f!Ss fo r  the USSR (5.6;: 
per year - US estimate). 
multiplied by US GNP a t  factor  cost i n  1970 - $906 billion 
(iSI4(71)10). The r e su l t  was a Soviet  GNP 02 $53? billio?-i. 

Both volumes published by the J o i n t  

This modified r a t i o  vas -then 
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I 

FAFLE S(b) 

PROJECTIONS OF POSSIESE PATTEbVJS OF ECONOI\IIC CROT.'TI-1 
OF T m  USSR IN THE 1970 S 

GNP growth r a t e  
(yeai-Ly average) 

-- 
A s  sump tions : 

Defence share o f  GNP 
Yearly growth r a t e  
for: 
- em9loyment 
- capi ta l  stocks 
- residual(d) 

. 

Shares of  GhlP i n  I963 
Defence 
Government services 
Gross investment 
Consumption 

GNP 

NOTE: 
DiuIic 

Low Varlant 

3.8% 

1 O . 05-0 

I 0 3% 
5.076 
1 .O% 

10.0 
3.1 

30.8 

56.1 

100.0 

Mean 

4.6;4( c )  

8.0 

2.9 
34.4 
54.7 

100.0 

6.076 

1.6% 
7.0% 
I .  896 

6. O 

2.5 
38.2 

53 .3  

qOG.0 

Relatively high allocation o f  resources f o r  defence9 s l o w  
investment growth and agriculturûl difficulties w i l l  
negatively aff ec t  productivity and ecoiloillic growth. 

Rela'civel~ low allocation of resources f o r  defence arid 
improved investment and agricul tural  ;?erforname night 
:?ositively a f fec t  productivity and- the CiKr" grow-kh r a t e .  

This estiinate marginally exceeds the rounded 4.5>6 rate 
used in the t e x t ,  

This index is usually assumed t o  relate t o  efficiency o r  
productivity of all py~mx?~:()~.  

The mcthodDlot__y and nost 29'70 data are based on tho report  
(pages 21-33) on the Symposium on ;'Soviet Econonic Groiyth 
1970-198Ot$ edited by the Director of Economic Affairs, T?kJ!ci. 
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(average annual 7; growth) 

Czechoslovakia 
E a s t  G e m a y  
Hungary 
PoLaiid 

I o.g I 3.4 I 4.3 Tota l  Eastern 
I 3 r o - e  i I 

I ! 1 1.9 f I 3.2 i 5'1 

0.4 
0.6 
9.1 
O 

1.5 
0.5 

( c )  Derived from rates o f  growth of  eiuploynaït~anc'i lahotil? 
prociuctivity. 

6.9 
2.5 '; 
3.5 
3.9 i 

5 5  
5 4 0  

. 

I 

II 
4.3 

I ,  
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'. 

TOTAL POEVLATION OP VJiRSAI'J PACT COUNTRIES ir- 

(mi 11 ions ) 

C ze cho slovakia 
Zast Germany 
Fimgary 
Foland 
Ronania 

TAELE 6 ( b l  

. 
Country 

Bulgaria 
Czechoslovakia 
East Germany 
Rungary 
Poland 
Ronaina 

Total Eastern ~Bxro-e 

USSR 
.. 

4.2 
6.4 
8.5 
4.9 

14.1 
10.9 

49.0 

110.6 

4.4 
7.1 
8.4 

5.2 
16.5 
12.3 

53.9 

123.9 

56.5 

1 3!-. 9 
191 .4 

1980 

4.6 
7.5 
8.5 : 

5.2 
1990 
52.9 

57.7 

146.9 

204*6 
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l!?ki T O R E S T R E ' G T  E D 
-9- 

TABLE 7 

(US dollars zt Purchasing power parity: q970 prices) 

Czechoslovakia 

East Germmy 

Hungary 

Poia+lcl 

Romania 

2,260 

2, LOO 

2,110 
1 I 

Eastern Europe 1 l , B &  2,410 

Source: Derived from estimates of G W  (Table 5(a) and 
population (Stable 6) 
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N A T O C O 13 F I D E PT T I A L - U 

-30- 

1 1360 1970 
1 (n i l l i on  US $) Country 

Czechoslovakia 
E a s t  Gemany 

Po 1 aild- 

1960 - 197C 
Increases 

(;$) 

0 .  

0 .  

.. 

.. 

. O  

. e  

T o t a l  Eastern 

.. 
0 .  

.. 

3uJ-gar i a 
Czechoslovakia 
&st Germany 
Eungary 
2oLaïïd 

0 .  0,qg 
.. 0.54 
. O  0.80 

0 .  O * @  
.. O . E l  
0 .  0.43 

1.2 3.2 

2 .0  4.90 

.. I o .  

.. t 
! 16.0s.' 
i 

SOUPICE: EAT0 Countriesi Tracie with Communist Countries 
1967-71 F&C/127-D/406, Oth August, ?372 

rJ A T O c ~ r i  .F I D E T\T T I A L - -T- 
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Fed. Rep, of G e m a ~  (1) 1 
-eece i Liz- = 

Juxembourq 
Netherlands ~ -. ~ ~~ 

Horwq 
P c r t u e  
Turkcx 
United Kingdom 

1 

C siada 1 ünita<J. s t a a  
Total D72C Countries 

Total NATO 

Levoted t a  Defence- in 
1970 

(1) 

3 e27 

3.74 
5.80 
2.98 

0.92 

3-81 

2.96 
7.69 
5 020 
5 065 

2.81 

4011 
2.96 
8 .64 
6 ,92 

I Total Defence 
Expenditures (5 Yr 

(million US $ - : 1971:-19 7 8 

I 1970 exchange rates) 

i Er.tca of  1ncrc,vüc 
1970 - 4yijo (ziilu: 1 

for dofencc) 
,?;vcm&es far G3P L 
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-12- N A T O  R E S T R I C T E D  

TABLF: 9 ( b l  POSSIBLE TRENDS OF DEFENCE EXPENDITWES OF NATO COmrmiES 1970 t o  1960 

AssUQDtiOn: The 1970 l e v e l  of defence expenditures ( i n  constant pricee)  is 
msintained through 1980 

Def. Brpena. in 

Million 0s t 
count?q 

Belgium 
Derimark 

Ped.Reu. of Germany(1) 
Greece 

- 
- 
busenbourg 
Netherlands 
lO33lUZ 

Portwl 
Turkey 
United Kiwdom 

I( % European Countries [ 18,629 

1,906 

Total DPC Countries 

NATO Europe 

TOTAL EAT0 1 
L I 

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. e6 
8.64 

6.92 

- 
:TUBES OF H 

1977 

3-15 
2.72 
3.64 
5.34 
2.94 
0.92 
3.64 
3.78 
7-32 
4.77 
5-50 

3.99 

2.70 
8.41 

6.72 

93,145 

491 1945 

(1 )  If the Berlin expenditures incurred by the Federal Republic of Germany are taken into consideration the figures for 1970 are $7,064 million 
or 4.27%. This percentage r o s e  to 4.5 in 1971 and 4.7 i n  1972. 
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Assun;?-: The 1970 defence share of  CTiP 
i s  naintaincd through 19CO 

- -  .. . . P- 

Easterin Europe : 
Share 09 GI$? ($:) 

__ I I 
USSR: 

Share o f  GNP ($) 
c 1 I 

Tota l  Warsaw Pact : 1 4 . 5  116,400 

I I I I 

Assumption: The 1970 level (in constant prices) 
of &fence expendi%ures is nain”;ari.iied 
through 1980 

Eastcm Erarope : 
Share o f  CNP (S) 

v. .  T o t a l  .:arsâu Pact 
Shwe 02 GHP (Si) 

( 8 )  US d-ol lars  iailïion, a t  1970 constant prices, pad 
purchasing Fewer pari t ies .  
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-i 4- TULE Il(a) 

TOTAL IUT0 COUiYTBIES MILITARY PEBSOTQTEL 

(Thousands) 

.. - .. 
Country I 1970 

1 
1972 

( 2 )  

I 

1980 
( 5 )  

BELGIUM 

DEWI.4RI.C 

GERpiANy 

GREECE 

ITALY 

LUXEMBOURG 

NETHERLANDS 

NORWAY 

PORTüGAL 

!PURKEY 

UNITED KINGDOM 

--- 
- 

106 

43 

e . O  

40 

0 .  

189 

a .  

a .  

0 .  

a .  

4 .  

522 

1,060 

112 

37 

229 

625 

384 

541 

O .  

36 

282 

580 

352 

.. 
8 .  

o .  

0 .  

O .  

36 36 

279 

578 

359 

2 60 

573 

381 
DPC EUROPEAN COUNTRIES 

.-. a .  8 .  

87 

2,358 

'e 

0 .  

.. 

.. UNITED STATES 

5 9 495 
TOTAL DPC COUNTRIES 

F W C E  - 
571 574 .. 

6 .  

NATO EUROPE 

TOTAL MATO 
6,066 8 .  
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M P- T O C O N F I D E I$ T I A L 

-‘i 5- 

TABU l l ( b 1  

MILITAEY PEKSONP’TEL AS d 96 O F  TOTAL LABOUR FORCE(a) 1970 t o  1980 
ASSUNING T U T  THE 1970 LEVEL OF P‘lILITNL1C 

PERSOïX?EL IS TO BE FUIBTAIIJED THROUGB 19SO 

Country 

BELGIüivi 
Iabour force 
M i l i t a r y  Personnel - 7: of  labour  f o r c o  

r n - w  
Labour f o r c c  (e) 
lfilitciry Personnel - % of labour  fo rco  

GrnQ;My 
Lnbour f orcc  
Nilitxy Personnel - $ of  labour f o r c e  

GRl3ECE 
Lnbour f o r c e  (e )  
N i l i t a q r  Personnel - $ of lnbour f o r c e  

ITALY 
L3bou.r f o r c e  
N i l i t s r y  Personnel - 7; o f  l abour  f o i c e  

LIKE3DOWRG 
Lnbour f o r c e  (e) 
Militery Porcorinel - of lnbour  f o r c e  

I m A l D S  
Labour f o r c e  
l’ililitary Persomel - ./a of labour  Îorce 

Labour f o r c e  (e) 
M i l i t n r y  Perüonnel - 7; of labour  f o r c e  

(Contimed on next snge) 

Unit 

Io 
O00 
O 0 0  
% 

O00 
O00 

/ O  
ri, 

O00 
O00 

$3 

O00 
O00 
7; 

O00 
O00 
76 

U n i t  
Unit 
$ 

O00 
O00 

90 

O00 
O00 
$ 

1970 

3,918 

2.68 
105e 

2 t 389 
42 

I -76 

27,353 
455 

1,66 

3 9 830 
178 

4.65 

19,777 
522 

2.64 

1 ~ , 0 0 0  
1,06c 
0.74 

49 734 
112 

2.37 

19557 
37 

2.39 

1972 1 1974 I ’975 I 4980 

2.58 2.57 2.56 2.49 

149,000 151,000 1529000 158,000 

0,71 0.70 0.70 0.67 

49749 49794 4,819 49947 

.2.36 2 034 2-32 2.26 

1,582 1,608 1,621 1,686 
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Labour force 
Military Personnel - $ of labour force 

h b o u r  force ( e >  
Militmy Personnel - $ of labour foroe 

ClJTADA 

~TIT'ED STLTES 
Lqbour force 
Militnry Personnel - $ of labour force 

TOTAL DPC Countries 
Labour force 
Nilitary Personnel - $ of Labour force 

mTm 
bbour force 
Piilitary Personnel - 7; of  Labour force 

IUT0 Europe 
Labour force 
Military Personnel - $ of hbour force 

TOTAL NATO 
Lûbour force 
Military Personnel - 9 of labour force 

hit 

-0 

O00 
O00 
$ 

O00 
O00 
$ 

O00 
O00 
d 
/O 

O00 
O00 
7; 

O 0 0  
O00 
id 
10 

O00 
O00 
% 

O00 
O00 
$ 

O 0 0  
O00 

c: 
i* 

O00 
O 0 0  
7; 

O00 
O00 
$ - 

106,705 
2; 690 
2.52 

85 9 903 
2,714 
3.16 

- 
4.24 4-47 4.14 3-87 

25,777 259 658 25,747 26,521 

5; 495 
2.73 

21 II 337 

2.69 2.64 2.61 2.46 

21,401 21,751 21,940 22,910 

2.73 

(a) Bote; Civilians employed directly by the Defence establishments, which for 
some countries are of considerable economic importance. are not i n c l i i d e d  in 
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h NATO DPC COUNTRIES l!KJHBm 0FI”mT 
E I E Q m g G  MU;CTARY AGE FRON 1970 TO 1980 

18 
19 
20 
21 

Total 

i a  
19 
20 
21 

Total 

I!i!ALY 

l# 
20 
21 

Total - 
18 
19 
20 
21 

Total 

NORWAY 
18 
19 
20 
21 

Total 

UNITED XDVGDOi\l 
18 
19 
20 
21 

Total 

IiNITED STATES 
18 
19 
20 
21 

Total 

1970 1972 1974 1975 1980 I 
(1) (2) ( 3 )  (4) I (5) 

72 74 76 76 80 
73 74 75 76 79 
73 72 74 75 80 
75 72 74 74 79 

1,689 1 u 609 1,606 1,623 1,707 

112 113 114 116 123 
113 115 714 113 119 
116 112 113 114 120 
121 113 114 113 118 

462 453 455 456 430 

30 31 32 32 31 
31 31 31 32 31 
31 30 31 31 31 
32 31 31 31 31 

124 123 125 126 124 

388 393 398 41 1 479 
396 390 389 398 463 
41 3 389 395 390 4-45 

1,628 1 568 1,573 1,593 1,823 

1,886 1,978 2,041 2,092 2,125 
1,828 1,939 2,028 2 9 O37 2,171 
1,808 1,870 1,971 2,025 2,094 
1,784 1,821 1,932 1.967 2.090 

43 1 396 39 1 94 436 

7 306 1 7,608 I 79972 8,121 1 8,480 I 
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PT A T O C O N F J D E ?Y T I A L 

--I 9- 

Czech0 slovakia 

(a) 

(b) Taken from XC-Î61, 1972 

( c )  

Exclu6ing border aad security f o r c e s  estirnateed a-i; a t o t a l  
o f  Sl4,OOO. 

Estimates of  economlcally active population in 1972 
Lnter3olated f rom Table 6(b) 
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EEJitary r;lwpower - 
(niale population 18 t o  34 

(a) U S S ~  

(b) Eastern Europe 

Arïned Forces (1972 
level) as 5;  of above 
(a) USSR 
(b) %astern Europe 

years of  age) 

1970 

30- 3 

42.9 

12.2 

7.8 

(rnilïions) 

31.2 

14.0 

? I  .? 
7.1 

Sou.rces: Figures of manpower of militzry age based 011 
AC/i27-D/359 an?d Joint Zconomic Committee of  
Congress ( V S )  Repopt on 93conomic Deve1opiwn-t 
i n  Countr ies  o f  Eastern Erzrope", fixgust 1970. 
Level 02 forces based on international Staff 
zf3timâ Les. 

1980 

36* 9 

15.0 

10.0 
,, 6.6 
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N A  T-O U N  C L A S S I F 1 E D  
-23- 

A 
B 
A 
B 
A 
B 

A 
B 
A 
B 
A 
B 
A 
B 
A 
B 
A 
B 
A 
B 
A 
B 
A 
B 
A 
B 

UTYJTD KINGDOM A 

LXVITED STATES A 
B 

-- B 

*. = not available 

Source: OECD - 

!.ri thmetical 
Average 

a2 . 94 
4-2 21 
+I 3 2  
+3&4 
+5.4s 
49.45 

+3.57 
+5.36 
94.11 
+4.40 
-1-2 36 
45.51 

4i3.77 

j-5.73 
+?- 47 
-Q. 85 
-57.10 
4-4.56 
+%45 
4-4*13 
4 . 2 1  
-i 1 68 
4-1 .20 

-:-3 O 99 
44.70 
-93- 38 
4-4.. O 0  
91. 51 
4-2. I O  

. O  

kithetical 
-Average 

+3.76 
c4.58 
94-18 
97.01 
75.32 
4-8.47 

+3.f+O 
96.07 
+4-7? 
+4 . &6 
12.62 
4-7-30 

412.37 

93. 62 
+3.83 
74. -l? 

c4.54 
4-8.19 
44.50 
-!-4.4? 
4 . 3 3  
+4*Q5 

4-5.57 
44.71 
+7.41 

+5.68 

. O  

4-4-55 

+5.40 

+3*87 

- 
1971 

95-81 
44.20 
4 - 3 e  30 
4-7 29 
+6. ?.O 
.SC* 41 

+7 74 
t.ll.63 
4-5,OI 
4-5 O 1  
4-3 31 
-:- 3 O 0  
i-13. I 

+6.50 
1-4.49 
-il -79 
3-2 O1 
46 * 54 

~11.S3 
-:-7 . O 0  
-:.6 . 38 

4 b 4 9  
-4j.90' 

i-13.95 
r-30 go 
+a. 77 
-:-a 77 
94.64 
45.58 

- 

.. 
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