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The coming years will be a period of increased uncertainty in Eui'ope= This
may be because the last iwe decades were é;ﬁinated by a struggle to lock the
territorial and military balance of the continent which of necessity implied a
gearch for certainty and stability relatively rare in history. Now that this
balance is taken much more for granted,; the interplay of the eomﬁeting logics of
confrontation and conciliation between East and West and of iﬁtegration and dis-
integration within the erstwhile blocs is reintroducing an element of political
mobility into the situation. It is, once more, difficult to assess the relative

influence of the forces of continuity and change in the evolving pbocess.

_However, there do seem tc be limiis to what can change in the short period
of'ten years., 1t is possible of course that the decsde to come may be qualitatively
ver& different from‘fhose of the recent past. Yet to look back at those decades
probably suggests something of the scope and limit foxr change in the 19705.‘ o
doubt someone Speculeting on the future in 1950, when the myth of the Communist
wave of the future was nezr its peak, and the fear of war certainly so;'would have
been hard put %o it to predict the economic renaissancelﬁy 1960 of a Western Europe
" shorn of empire and the general self-confidence of the West. Someone experiencing
that reviving confidence in 1960 wouid have been surprised to learn how the decliﬁe
of the fear of Conmunism and a world war would lead by 1970 to-the revival of

something like, though noy guite like, nationalism snd of social and ideclogical

ngggj, predictable though these developments seem in retroeﬁect. Surprises the;é
have certainly been. 4t the same time, the structure of the European balance has :
changed very litfle throughout those years, rather it has been confirmed, and there
has been surprisiﬁg continuity even in the glacially slow progress from the post-
Stelin "thaw" of 1953 {o the wary "era of negotiations"-of 1971, Mocds within the
setting have changed greatly, the setting itself has remained remarkably constant.

This suggests one possible development of the Buropean scene in the 1970s,
one in which essentially the control of the superpowers is confirmed over =z
continent which becomes the greatest and must prosperous (end even perhaps the

only) backwater of world politics. The almost unique character of Europe as
b ¢ a mosh WX

a_Egggﬁgf_gggggJ(ig_gge of "cold violence" in Eastern Furope) could well be
S — d R S S

reinforced in the 1970s. It is hard to. see the Soviet Union diluting its politicen
military primacy in Eastern Burope. Everything in the attitudes of the American

leadership suggests fthat in its eyes Barope is indeed as indispensable as Alaska.
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Moreover, it is hard to see any alternative during the decade to the American ¢

nuclear guarantee over Yest Germany. British, French or Buropean federal nuclear

ambitions seem insufficient or remote; and the one'Subject on which the USSH,
et /

fé;igﬁé that the Ostpolitik conceals ambitions for reunification, and West
—_— .

Ru331an assent, are almost certain to agree is the non-nuclear status of the

Federal Republic. The essential structure of the Buropean security balance is
e —
. therefore likely to subsist throughout the decade. The riging importance of
_

China and Japan in the preoccupations of both superpowers and of domestic priorities

almost everywhere, if they continue, should reinforce this tendency. Closer contacts,
frem SALT to joint production ventures and concern with the'environment, could

even gradually creale constituencies in both East and West concerned to temper

rivalry with elements of genulne cooperatlon. In such circrmstances the

insufficiencies feared for NATO in future might come to seem, from sheer familiarity,
as dirrelevant to the credibility of the US nuclear guarantee over Furope as NATO's
longstarding past ingufficiencies seem even to the congsexvative in every one of us
today. The process.of civilian interchange could gradually gein more weight and

the military confrontation less and the cold war be not ended but left behind, If
so, Europe could be confirmed as the first continent to g-ow beyond the preoccup—
ation with war and many of the anxieties which loom so large today come to seem

anachronistic,.

However political moods have changed greatly in the last ten years and could
change further till they reach a point where theoy might transform the structures
themselves. That at least has been one of the supressed thoughts of the post-
Vietnam era. The danger in taking prospects of peaceful cooperation for granted

is thét to do so could stimulate some of the very factors liable to invalidate

the process. While the security baleince achieved in Furope has favoured political

change, political change could cumulatlvely undermine the security on which
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1ts own continuance depends. Given Yhe long history of stifled explosions in

East Furope, East-West cooperation, far from diminishing tensions could ultimately
increase them. The recent events in Poland have shown the area remains a hotbed
of revolts the Soviet leaders are liable 1o see as a threat tc thelr power at

home and abroad. The compllcatlons would be stlll greater 1f_§§_922253:9

tendency in the West, to excessive rel&xatlon_andmamllltarlsm, led societies to

downgrade defence tc the point where excessive risks were taken with securlty.

A situation could be reached where America, because of the state of its domestic
opinion, apparently left Europe to its own devices, and the Soviet Union, particularly
dealing with revolt in Poland or East Germany, would be tempted into miscalcvlation.
More subtly and likely, a West aware of Soviet potential but unable to do much

about such anxieties because of internal divisions between its own nations =znd in

public opinion within them, might begin to doubt its capacity to face unforeseen
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crises. BEuropean and American force reductions, economic rivalries, and_

"inward-looking" attitudes in both societies, could reduce each country's trust

in'its allies and particularly that of Europe in an America faced with a-

——— 1

) potential nuclear crisis. In such circumsiances, American opinion might grow
increasingly irritated with Burope while an element of appeasement could enter

into the policies of West European nations towards the Soviet Union. "Détente"
would then comnnote mainly a shift in the bslance of power in Europe in favour of
the USSK. The Soviet Union might increasingly interfere in Western policy-making,
particularly on security issues, in the name of enlightened East-West relations

and be sure to find a party in the West responsive to its arguments. In the long
run, it could come to regard itself as the righteous policeﬁan of Euaropean security,
exercicing pressure on the policies cf West Eurbpeanlpowers whose very existence,

culture, wealth and example make them, will-nilly, the ghost which haunts the

domestic politics of Easterm Europe.

One cannot even wholly exclude, though it is less likely, the possiblity

—— et —— e

that Russian expansion, visible in the Middle East, Africa, the Mediterranean, the

e R i e T e —— it

Indian Ocean and not least, the Norwegian Sea, might shock the West ihtq{%aggﬁg%eq;_

st;ggg_gg_ggffffg.To suggest an extreme: heavy Soviet pressure on Yugoslaviaj
insecurity in Turkey or Spain shaking the Mediterranean political balance; Arab
nationalism, in alliance with the USSR and asserting itself through sustained
pressure on oill prices; and civil strife in black Africa bringing in outsiﬁers to
vhat Buropeans fondly imagined their baclger()atrztlie;ar f:);)usl‘éia fj%nj?sj_f.tl}ilycelgr %:gralaérge the
USSR's potential for oppression 1ooming/411] tke West BEuropeans had a sense of
living under sigge and American opinion became alarmed. A catalyst gﬁ_ﬁgig_ggq;§; 
well be something like thg_ggj;yﬂgiﬁthg_Qommunists_into_a_gqvq;giggmgoalition‘in

R e

Italy. If Western Europe felt self-confident at the time, this could be seen as a

étep towards the absorption of the Communists into the Western system. If not,
it could seem laden with potential dangers for the European and world balance,
‘particularly if Western Furope were ftorn by internal unrest at the time, and the
United States. began to take fright. Such a situation could transform Western
opinion which is less pacifist than totally unconvinced of danger, and lead it to
accept revived defence burdens. The contingency does not seem likely, but there
iz little evidence foxr the apparently universal assumption that the USSR, China
and even conceivably Japan, are necessarily as sceptical about the efficacy of
power politics as are Western pluralist societles reacting against their own
imperialist past. Moreover, one already notices a greater anxie®y about security
and the ambiguities of the European scene among even Buropean governments than

might be gathered from the atmospherics of an "era of negoiiation".
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Such hypotheses'are not 'models', ocnly simplifications reached by lsclating
and extrapolating elements already current in the contemporary European scene.
Even if one reduces the uncertainties of that context to two propositions,
that there is a kind of slow-motion race, or at any rate a simultaneity which can
easily become a competition first between East-West concilation and confrontation
and second between (for purposes of this paper) western/%%gmarily Furopean
integration and disintegration, whole ranges, of possible outcomes open up as
between the varicus exiremes of Western integration and East-West conciliation,
Western integration and East-West confrentation, Western disintegration and East-
West conciliation and Western disintegration and-EBst-West confrontation. The
conclusion is that Western, and particularly West European, security policies must
be tailored %o the uncertainiy inherent in a sifuation whe;e the use of force |

seems remote and yet to ignore its possibility might undermine security and even the

longterm hopeé of cooperation. The aim should be to avoid provecation and help

the Russians and their satellites to reach a more relaxed relationship, if possible,
inside their own system. But that requires firm security guarantees for the VWesi
as well in order to continue to inhibit the use of forée either as the great
simplifier of tangled East-West situations or as the slow and only implicit but

cumulative distorter of any balenced political process. In practice, this means

finding ways to compehsate for the likely tendency of the West in the 1970s to a
unilateral disarmament which brings divisive forces in its train. Simply to resist
fhis trend will almost certainly be insufficient. It is necessary in part to

elaborate new military strafegies to maintain deterrence even with reduced manpower

(this is addressed in the accompanying paperlon ;Military Strategic and Tactical
Concepts for the Western Alliance";and in part to investigate new political approaches
to the problems of the decade. These will be necessary as much (or more) to

provide the political framework for a balanced and growing East-West dlalogue as

to meet the threat of possible but unlikely military c»ises in itself,

Western policies have already begun to turn in this direction by emphasing
both various forms of Fast-West arme conirol in Europe and the emergence of a- '
Furopean identity within the Western alliance. These two approaches square
with two psychological postures which have been developing for éome time and
are likely, barring sharp changes of political direction, to develop further during
the coming decade., One is the feeling that if East-West cooperation is to mean
anything, it must be possible to lighten the military apparatus in BEurope and
buy security more cheaply, or to put the East-West balance on a more codified
and contractual basis, or both. The other is the sense partly that as the United
States becomes less tensely focussed on maintaining the power balance abroaq_ﬁég

_Buropeans, wiﬁ@uggyiféqg regogrcés and nationalism, should contribute more to

Western deterrence and their own security; and partly that if the NATO West
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Europeans with over 2 million men under arms and defence budgefs_exceeding
$20 billions cannot contribute more to this deterrence and security, the reason-
ig largely their lack of cohesion which needs correcting. At the same time, -
mn

the obstacles to rapid progress/overcoming Fagt-West differences and European

divisions are such, that the process is slow end movement at the best gradualist.

There has been some progress along these lines and there may be potential
for more. Promoters of the Burogroup of defence ministers(such as Denis Healey),
of the Nuclear Planning Group and of joint European Defence Procurement someiimes

claim that, despite the defection of France in 1966, NATO has of recent years been

greatly sirsngthened. An agreement such as that between Britain and West Germany
;;‘;;;t much o;\gﬁgﬂforeign exchange'cosfs éf BAOR for a five-year period and so
divide by five the damaging annual discussiors of the past on offsets is a considergble
step forward. The trend towards joint production agreements, haphazard and partial
though.they are, ig likely to grow stronger. Since the Rolls Royce fiasco, the

only European aerospace firm which seems really succesful in major independent .
operations is the last of the great artisan enterprises of the heroic age of the
aircraft industry, Dassault, and its genius loci is an ageing man, As the pressures
on procurement cf defence budgets which fall in real terms make themselves increas-.
ingly felt, joint Eurépean production (and perhaps even transatlantic cooperation,
however unlikely and.unegpal.this now seems) is likely to become more pérvasive and
binding. As for Jjoint nuclear planning, the deployment_in the early 19708 by France
of its tactical nuclear artillery, Fluton, which makes sense only if placed
sufficiently forward, in Germany, will force consultation between France, Germany,
the United States and Britain: some form of Western discussion including France will
have to be/?i%roduced on contingency plans, tactical and strategic concegigf gggens
mutual commitment; the coritrol of escalatibn,and the like. One 6ou1d also argue that
if agreements could be reached on Mutual Balanced Force Reductions and a Europeanf
SALT, the resulting contractual arrangements could provide some kind of warning '
system of crises even when allowances are made for the limitations of verification
and control. In effect, so long as West Germany is prepared to pay a price for
collective security on its territory (as it did in the NATO AD 70 exercise), and so
long as the United States continues to make it/;ﬂaln in more than words that Europe

is indispensable to it, the gradualism of present approaches may suffice.

However, ﬁEE_gﬁggEEEiﬁnggﬁg;igﬂggggﬁnggggxiggl_gnd_iinagg;gihare likely to
'increaée in a context where the likely decline in manpower and procurement in Burope
\iaises growihg doubts about the sufficiencey ‘of the means put at the disposal of
deterrence policies. This particularly applies to the most important of West

European relationships, the $riangular one between Germany and Britain and France .
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whose nuclear status underlines the intermediate category they occupy between

the USA and the potential of non-nuclear European states. The more the British

and French are tempted es the decade wears on, to stress cooperation on the
production of nuclear weapons the more they will be stressing what divides them

from West Germany. This could be particularly important if other developments

point the same way, as they could.. If MBEFR agreements could be reached, they would .

tend primarily to apply o West Germany since this is today the Terre d'dlection

of NATO. Similarly, attempts to meet manpower shortages by greater reliance on
militia forces would affect West Germany more in the front~line than France to the
rean £%ill less Britain behind the Chamnel. Should these fault-lines in NATO Europe
alsc have to bear the doubis bred bwaipterrencepollcles which seemed potentially
inadequate, one could see Britain and France emphasising nuclear deterrence (and
implicitly neutrality in a crisis) while Germany sought reinsurance in good-
neighbourly relations with Russia bordering on appeasement. Such a spectacle, in
turn, would not encourage a mood in the United States of vigorous support for the
kind of military presence in Europe calculated to maintain Buropean confidence

in the security balance. In such ways, the political benefits of collective
security in West Europe could be hollowed out from within even if the outer

frame of the system which buttresses the US guarantee remained. The risk is not
necessarily paramount but it exists and the defences against it would be low.

There is little in the record of atiempts at cooperation of the Burogroup type to
suggest that they generate a solidarity greater than that already contained in .
the commitment to NATG or that, though useful, they noticeably counter the political,
economic and social forces which have tended to make governments so often react |
divergently in NATO since the mid-1950s. In such circumstances, the politically

M
/dUbll&oaﬁ%ngﬁutually entertained by allies in a context of reduced insSGT~

i S
ance in security mlght encounter gll to llttle re51stance as the decade wears on.
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The problem is one of confidence, and confidence is at least as political as
military, a matier of potential as well as actual performance. The point can best
be illustrated by imagining that the United States were the nation at the western
end of Europe. Whatever the actusl security and defence policies of thie US in that
situation, whatever the prioritles given to negotiations say on MBFRs, and whatever

. the criticisms addressed to these policies for their insufficiency, there would be
a bagic assumption that fthe zociety could meet any problem it aggreed to face.

That is not .the case with the West Europeans. It is difficult for them to reverse

a trend which might lead them suddenly to feel ex09331ve weakness relatlve to the

< b e A e ot g e o

USSR, Individually, none of them could remoblllse on the necessary scales
Collectively, they cculd do so, but the difficulties of getting them all to move
in the same direction simultanecusly would make this highly unlikely. The effect

is to create a sense of polentially irreversible weakness vis-a-vig the Soviet Union
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which makes them both lean more exclusively on the United States and trust it

less in ambiguous situations precisely because they mistrust themselves. Britain

and France to some extent finesse the problem by their national deterrents, but these
do not touch the political heart of Buropels future, in Germany. In short, in a
period when the immediate political climate tends to relax defence efforts and

bring out the undexlying doubts each nation has about relisnce on its neighbours,

it is not enough to improve the efficiency of the probably shrinking available forces.
It is necessary to strengthen the confidence of the allies, and in this case
particularly the West EBurcpeans, in their future capacity to manoeuvre in the face

of unforeseen eventualities.

?uch an access of confidence is hardly possible unless something is done to

or
improve *the means at the disposal of ‘the Furopeans for taking common,/convergent

decisions. That in turm is dependent on British entry into an enlarged common
market, if only because British failure to do so would show there is no meeting of
minds on political and security priorvities in Europe and coulddgggﬂgg thé senge of
solidarity on which active commitments must resthuéﬁfther way of stating the same
point is that a middle ground would have to be / between French and other priorities
for Western security, since without this British entuy into.the Common Market is -
unlikely. Such a middle ground would have to be a sense of the dangers that Western
Europe runs in the long run in the face of a militarily superior'Ruésia proue to
use that superioriiy for political advantage if the American commitment to Hurope
loses its vigour; and the altermative danger, especially from a gauiist viewpoint,
that if it retains its force while the European sense of self-defence continues to
'decline, Europe will indeed become an increasingly dependent region. The only ways .
out of such a dilemma are either the assumption that America must stay in Burope,
and that there is no problem, which squares poorly with President Pompidou's
request, that American trocps remain in Europe, even '"for the time being'j or
greater European‘self-reliance, including in defence, which does geem implicit

in principle in President Pompidou's ideas on a confederation of Buropean states
expressed on January 21. The scope for a tighier European defence organisation
based on the membership of an enlarged European Economic Community remains unclear;but
the need for it to reinforce the credibilitiy of the American guarantee and give
political confidence to Weétern Europe is-hardly open to doubt except on the most

beatific assumptions about Eagt-West relations.

There are four principal levels on which a tighter Buropean defence organisation

can be examineds:

nuclears;

a Joint European command related to NATO, at fhe level of
theatre operations; ’

-~ arms procurement, at the industrial level;

defence planning, the level of defence ministries in nations and
of the Commission in the common market.
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A EUrbpean nuclear force is, of course, as remote as a European federation .
with a president to press the button. Even Anglo-French nuclear cooperation,
deépite the probability of increasing interest in techmical collaboration especially
in the laterl970s, will be difficult tc imagine as a major part of a movye towards
a more cohesive security system in Burope. .This ig not so much because of the
objections of the Soviet Atomic Energy Committee of Congress to Anglo-French
cooperation, great as they may be, or of British resistance to French views of
independence which, for good or ill, might change. The central difficulty is that it
offers nothing to West Gersany and the non-nuclesr powers. It will therefore
either be subordinate to a broader adjustment affecting general defence policies,

above all in the non-nuclear area, or it will be disruptive.

A Joint Furopean Command would meke little sense unless the commender were
empowered to make up for shrinking forces by drawing on the whole manpower pool
of Western Europe and directing troops wherever they might seem most needed,
FPrenchmen or Italians to Germany and vice versa. This is obviously not for
joday, partly because the ménpower_shortage is not yet that critical but more
because the nations are just not ready for commitments which seems so much more
binding than present ones. In particular, it would raise in idelogically the
crudest way, the problem of France's relations with the integrated NATC command,
in the American element in it, to which the joint Buropean Command would have to
be related. The need may make itself increasingly felt during the 1970s, but the

time for it is still a long way away.

Procurement seems easier and a Procnrement Agency has for several years been
o

seen as one possible first step to tighter Buropean defence cooperation. Yet
experience in Buratom has shown that even where congiderable central funds are
available for research and development, it is impossible to ignore the juste
retour which in turn reflects intense concern with the industrial balance of power
between nations. The need for joint production in fields like aerospace and the
need for greéter efficiency have produced some progress. It is sometimes argued
that Pénavia, the international consortium set up to produce the contréversial
multi-role combat aircraft (MRCA), developed by Britain, Germany and Italy, may
prove more important than the aircraft itself. Yet congortia are inherently
unstable so long as national concepts of weapons remain stubbornly separate.

Now that West Europeans are all primarily confined to their region, a determined
effort to develop common tactical concepts and operational requirements might
actually be more fruitful than joint R & D funds (which would probably faell into
the Commen Market Commission's field of responsibility if they transpired at all.)
If successful, it would help to stabilise the consortia and so pave the way to

gonuine Furopean arms firms. )
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This suggests that the most promising area might be in poliey planning>

The heads of state or government would declare their longterm goal of movisg toward
commen defence policies in the enlarged European Community. This could be

pursued gradually on two levels. The first weuld be the definition of common

tactical concepts by the European.Céhmunity states, followed by digcussion with

the other NPG powers, essentially the United States. There would of course bo

many difficulties - for instance, the Frepch reluctance to be invovled in forward
defence - but in many ways the major European powers are already close in their
tactical concepts and the Furopean-American d&g%géﬁe might not in Practice be so
very different from the dialogue which must/’in any case around the NPG when French
tactical nuclear weapons enter the picture. Assuming that the current obstacles

to Buropean industrial cooperation in defencq/also gradually weakened as a resuit of
economic pressures. The progressive convergence of tactical concepts should make

it easier to define joint operational requirments in Burcpe and so stabilise,

industrial consoriia. The second level of activity could be the negotiation of a

)
series of contracts between governments to reach objectives such as common logistiTe——

end training, the implementation of/fg%gely predetermined programmes being

enirusted to a common defence secreiariat, or Cdmmission, (with the governments
retaining the last word) rather in the style of the establishment of the Common
Market after 1958?

-

“Such a European Defence Spppg;ﬁﬁggganisatiog_wuuld, in itself, be/iimited in

scope. But, in giving a direction to the policies of the countries of an enlarged
Economic Community, it would serve several ends. At the basic, pelitical level,

it wculd help to convince the Buropeans themselves, their American partners and Soviet
opposite numbers that they mean to preserve the security balance in the coming
decade. This would give psychological and POliEﬁﬁ%B;?aCking to deterrence in a
period whenmilitary measures are unlikely to be/ °. convincing. It would tend

to close the present wide gap between the American auclear deterrence needed to
reagsure the Iuropeans and that needed to deter the Russians. It would leave the
"door open for further steps to a single Buropean defence force if the need were

felt and make it easier to achieve at that time. But if the military elements of
security were to be gradually de-emphasised in Europe and the American guarantee
were no longer expected to fade like the Cheshire cai, cocperative management of
defence support might be felt to be enough to meet longer~term needs. Moreover,

& Buropean Defence Support Organisation, though it might not be liked by the USSR,
could hardly be treated by it as provocative. On the contrary, by increasing the
confidence of the West Buropeans in theif potential cochesion it could make it easier
and not harder for them to entexr into negotiations on force reductions and 211 the

other Bast-West questions.
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The central difficulty in restructuring Western defence posgsibilities is 1ike}y
to remain the difference of obinion between France and her Western neighbours on ;;
the proper ends of allied policy. To attempt to sublimate these differences ina \
European Community will add a nationalist tone to the enterprise, though the real \MF
scope for nationalism will be severely limited by the remoteness of any European
federal structure oi nuclear force. The realisation of how narrow the limits are |
1ikely 4o be may prove a reason for France not deciding tc go beyond the maxima of
bilateral cooperation with the NATO countries on genefal defence and with Britain
if possible on nuclear prcduction. If o, NATO itself will be unlikely to restructure
itself in dépth for lack 6f an alternative concept to its present guiding principles
and balance of interests; Force reduction agreements might partially contractualise
. this situation.in Bast-West terms. But whether they do or not, there would be
no Iuropean psychological cement. for an American security gﬁarantee itself.subject'
to the psychological uncertainties of a changing American society. This need not
matter if the guarantee is/in—f%gintained, as it probaﬁly will be, and DLurope
settles down to an era of cooperation. But Europe is not yet demonstrably Arcadian
and the sense of a margin of safety agesinst unpleasant Surprises will be reduced
and perhaps much reduced. Aggin, this need not be fatal, but the lack of confiden@e
it Induses in Western Euzépe could in itself produce a feeling of insecurity
with depressing political consequences. In short, taking steps, even limited ones;
to a West Enropean community in defencewill, despite some attendant disadﬁantages;
tend o keep Western options and opportunitiés open; a failure to do so will enhance

the risksof theirbeing reduced by the natural evolution of events.

Francois Duch@ne

L
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1, THE BEVOLUTION OF BUDGETS AND DEFENCE SPENDING

i,

24

3

The State becomes the major distributor of GNP

Central governments in western Europe spend a hiéher rroportion of GNP than

those of any countries except the socialist ones. Most West Européan-countries
spend one-third to two-fifths of their GNP through govermment channels as against
27.7% in the US and 21,5 in Japan, which is in addition a common order of '
magnitude for developing countries with weak central institutions., This already
high level of public expéndituie in West Europe is still rising rapidly. In all
OECD countries government spending is rising faster than total production, Assum-
ing constant growth rates of this trend, at the end of the 19703 several
European countries will havé more than 50 per cent of the GNP distributed by

governments,

For Defence: a decreacging share

In the iast decade, the share of West European rescurces devoted to defence has
(with the exception of the rearmament periocd in West Germany, lasting until 1963)
steadily decreased. While in some cases the absolute amount of defence spending
has not declined,defence‘exﬁenditure geherally grew more slowly than GNP, and much
more slowly than the rapidly rising sum of total public expenditure. The GNP
percantage of defence expenditure (see chart) has declined,a development which is
all the more striking when defence expendifure is compared with overall govermment
expenditure. If this trend continues, this will lead in &1l West Furopean
countries (with the exception of Britain) to a GNP percentage of defence below

the 4% mark.

Budgetary Pressures

In the past the decline in the share of defence in'public é#penditure has been
maihed by the increase of current expenditure in the civiiia& sector of government
gpending, while other parts of the budget (transfers to households, fixed capital.
formation, subsidiaries) have been maintained at a more or less constant level,
The relative setback in the growth of military spending is caused by continuing
préssure for better public services in the fields of education and health.
Presumably these pressures will continue to affect the growth of public expsndi-
ture. Any redistribution of priorities in favour of defence spending would

therefore require a review of the total budget structure.



11, THE ELEMENTS OR DEFENCE COST |
The downward trend of total defence expenditure has contrasted with the upward

trend of defence costs, Every West European country hgs experienced heavy increases
in the cost of its weaponry and its manpower in the past. Looking ahead, there

seems to be no escape from the spiral of ever increasing defence cosis.

To revesl the mechanisms which produce socaring costs, military expenditure will be
8plit into four categories: | ‘ ’

(1) overhead and lead cost of procurement .

(2) procurement cost (capital cost of equipment)

(3) operating cost of armed units

(4) personnel cost

l, Overhead and Lead Cost

The money spent direcily on the purchase of particular weapons is énly cne

"element in the cost rises. Another is the cost devoted to the development of
weaporis which fail to reach production stege, The success rates (nnmber of
vrototypes which went into produétion versus number of prototypes which failed)

for military aircraft has been in:

Britain 15:14
Fraice 8:14

W. Germany  0:3

The West German experience seems to be more typical here than the British one
(cf. the fate of Italian, Swiss, and Spanish jet fighter developments). '
Construction of several VIOL aircraft cost the German taxpayer more than DM 2

billion, but did not add anything to defence potential,

The same applies in other sectors. The Sixties have seen tﬁe development of
large numbers of military helicopters which seem to have come to no practical
use, Italy alonetried 8 different designs last year, several of them aiming at
break-throughs in some of the most complicated problems of modern helicopter
technology. But the first appropriation for an indigenous design was granted in
1968, and the Italian forces are nearly totally equipped with-ﬁ;liébﬁters of
US design, and this‘is likely to continue. -Similar examples can be:found in West
~ Germany and Spain. ﬁritish missile development has shown a "success rate" of
14:13, The oonsfruction‘of‘over«sophisticated tanks like the MBT 70 or ambitiously
conceived ships like the German "Trigate 70", are other examples of expensive
technological developments which were abandoned- before production stage. West

Buropean governments went into these costly expenditures mainly for two reasons:

(a) they wanted their economies to be involved in development work in areas -
of the most advanced -technology, and were prepafed to pay what they considered

1o be a sort of "entry price".



Institute for Ztraiegic Studies

EUROPEAN-AMERTICAN CONFERENCE APRIL 30 - MAY 2, 1971

'West Furopean Trends in the Kconomics of Defence

Background Paper

Errata - page 4

4. Personnel costs

By introducing equipment which requires ever more skilled manpower, the armed
forces have added further costs to the soaring wages bill they have to face for
their military manpower., The development of personnel cost in the German armed

forces reflects a general trend,

Annual Cost in DM (Average)

1966 . 1970 increase
officer 22,960 27,440 - +19,5%
NCO 14,580 17,900 +22,8%
draftee 6,430 6,773 + 5.3%

The pattern of growth in average personnel costs is strikingly similar in different

countries (see chart). Within a decade, expenditure per man has doubled.
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(b) public spending in the defence field has often been used for non-
defence purposes such as directing investment and providing jobs in
underdeveloped areas, such as the South of France, Southern Italy and

Northern Ireland.

2, Procurement cost development

The average unit costs for an advanced wéapon are markedly higher with each
generation of equipment. The leap of complexity in technology seems to correlate

with the jump in costs. This seems to affect not only the well~known case,

'aircraft, but ali major items. Thus, the British and the German defence ministries

claim that it costs double the sum to procure a tank "of the 70s" as it did those

of the previous generation. The unit cost of a conventional German U-boat in the

'350—450 tons class rose by nearly 500 per cent to $13.9m. within a decade.

Frigates, the most versatile type of warship in the inventory of West Buropean
Pt

navies,/rose e.g. in the case of the British Leander class from $3.5m. in 1962

to $5-Tw, in late 1968,

In addition costs also rise during the development and procurement period. This
cost ircrease is not marginal. Indeed, it tends to exceed original cost estimates
in much the sameproportion as the new weapon was initially expected to exceed the

cost of its predecessor. Thus, the cost of the principal fighter aircraft rose

during the procurement period alone from $2m. to $4.73 m~ a unit for the
Mirage 1II-S in Switzerland and from $1.12m. to $2.46m. in West Germany for the
Starfishter FP-104G. Programmes like the Anglo-French Jaguar intended to produce &

cheap weapon system are now facing unit costs which have trebled within four
years.

These various cost increases are produced by inflation and by the interaction of
the military, governmenwu, and industry during the procurement period. Changes
in military specifications., industrial behaviour, and time-lags in parliamentary

decisions etc., all increase costs.

Operating cost

In economic terms, one aim of technological progress is %o produce savings in the
cost of operating advanced equipment, rather than to provide increases in perform-
ance. There is no evidence of this in military technology. Similar o the cost
increases for produremenf, the average cost of operating and maintaining advanced
equipment is riging sharply. American data (see chart) show that the required
number of maintenance hours per flight hour for combat aircraft has trebled within
two decades. Over a five-year period,'the operational cost of a German fighter
wing has increased by 19.2%. The RAF today spends the same amount on opersting

modern aircraft as on purchasing them.
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All elements of operating cost have increased simultaneously: spares and support
costs have grown as fast as expenditure for mainienance personnel., For

operating a‘squadron of combat aircraft the RAF had to employ

type of type of - maintenance personnel
operational unit dete equipment required
fighter squadron 1945 ' Spitfire 65
(12 aircraft) . ' :
1965 Lightning 135
bomber squadron 1945 Lancaster 115
1965 Vulean 325

The operation of other military equipment shows similar cost increases. In

the German forces these were, over a five-year period, 20.9% for an armoured
brigade, and 35.7% for a FPB squadron. The projected growth of future German
deferce budgets by 3% annually will not even allow for the increase in operating

costs, let alone soaring procurement costs,

Personnal costs

By introducing equipment which reguires ever more skilled manpower, the armed forces
have added further costs to the gsoaring wages bill they have to face for their
military manpower. The development of wages in the German armed forces reflects

a8 general trend.

Annual pay in IM (Average)

1966 1970 increase
officer ‘ 22,960 27,440 +19.5%
NCO 14,580 . 17,900 +22.8%
draftee . 6,430 6,773 + 5.3%

The pattern of growth in soldiers' average pay is strikingly similar in different

countries (see chart). Within a decade, expenditure per man has doubled.

The reaction of governments has differed shérply.' While the West German
government wants.to keep a gifen number of men under arms and so accepts that
personnel costs take a greater share in each successive budget, Britain tries

to maintain manpower costs at one third of the defence budget, reducing manpower
whenever this ceiiing is exceeded (see chart). Othef West European countries

have tended to choose a middle way between these two extremes. If defence

~ expenditure is not considerably increased in the future, they will either maintain
armies with constant manpower, but lack the fﬁnds for moderﬁ equipment, ox

have less and less manpower.

Ulrich Albrecht.
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in recent-yeérﬁ ﬁofdic writers on strategic provlems have become
:anfea.singly preoccupied with the 'Soviet naval and military build-up
‘ iln the North., This build-up appears to go on quite unrelated to political
developments (exploration of détente) in Central Europe. Wéstern news
media have highlighted inoreased Soviet naval presence in the Mediterranean
and the Indian Ocean. The consequences for the Alliance of possible Soviet
intentione in the Atlantic and on the Northern Flank may also deserve
attention, The following is an attempt to summarize some recently expressed

Nordic views, -

The Seidenfaden Report on Danish Security Policy, published in October
1970, is unique in that it represents the unanimously agreed views of
independent experts of widely varying political backgrounis on a subject
of some political delicacy. It draws no conclusions but leaves the reader
with the sole choice that NATO membership represents the only present and
foreseea_i:le alternative for the solution of Denmark!s security problems
(by iﬁlplication the argumeﬁt in Denmark's case would apply :even more
forcefully to Norway) e Recent opinion polls bqth‘i‘n Denmark and Norway

show that this view is shared by a strong majority.

Tt would probably be fair to say that general opinion ii the Nordie
countries would hold Soviet aggression in this part of Europe anlikely
‘unless connected with events unrelated to the political situation in the
area, Strateglc interest in the Nordic Area is more likely to ceflect
possibilities of conflict in Central Europe, the Super Power conirontation,
developments in weapons technology, and defensive rather than offensive
requirements of the Soviet Union, It should be noted, however, tuat for
the victim it is immaterial whether a threat to its security is motivated

by defensive or offemsive objectives.

Soviet lrli_:efests and Policy

f Soviet interest is likely to focus on the two outlets to the North
Atlantic, the sea lanes off Northern Norway and the Baltic Straits. The
dramatic build-up of the Soviet Northern fleet and the complex of bases
in the Murmansk-Kola area can be seen both in the éontext r‘of the Super
Power confrontation and as a Soviet effort to gain control of the Nortn

‘Atlantic with possible further naval expansion.
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It has been suggested that the aftermath of the Middle East conflict
of 1967 gave rise to a."sudden and vociferous public awareness in the West"
of the Soviet naval expansion, that thie caused Western overreaction and
presented the Soviet Tnion with cheap political benefits, In other quarters
the Soviet Northern builde-up has been observed with concern over a longer
period of time, In the summer of 1965 NATO cormenced a new series of
studies to consider'strengthening thé defénces of Northern Norway. One of
the resuits of these and other studies was the creetion of the Standing

Naval Férce-Atlantico

The extensive Warsaw Pact. manoeuvres immediately preceding the
invasion of Czechoslovakia caused increased concern in Noiway. Ever-
extending Soviet naval exercises (including amphibious forces and marines)
in the Norwecgian Sea were creating a pattern which could have obvioﬁs
unpieasant implicationss Mr. MccGwire in his paper "Soviet Naval
Capabilities and Intentiors" mentions amphibious lendings along the
Norwegian coast and adds: "The nature of their exercises and the size and
shape of Soviet amphibious forces denotes that they are tailored for this

particular task",

The sheermagnitude of the Soviet military, naval and air installations
in the Murmansk-Kola area must make adjoining territories 6fniﬁterest to
Soviet strategic plamners, Northern Norway could be used for_;aunching
attacks on this vital part of the Soviet defence system. In addition the
Soviet icefree coaéﬁ"serving these bases is short, with few harbour
. facilities, and represents a cogcentrated target areas a dispersal westward
wbuld appear to represent an advantage, It would bring Soviet naval and
air forces closér:to the Atlantic sea lanes and provide increased possibili-
ties for contrql of the North Atlantic.

Some recent contributions to the strategic debate in Norway suggest
more far-reaching Soviet capabilities and possible ambitions than this. The
existing security system in Northern Burope is seen as a harmonious constelle
ation between the Noidié Ccuntries combined with the American-Soviet
maritime balance in the Norwegian Sea. Experts point to the relative
strategic stability in Central BEurope where political rather than nilitary
solutionswto security problems are now beiﬂg gought, Thié:ié cohfrasted
with the intepsified struggle between the Super Powers for naval supremacy
“in the Norwegian Sea, which appears to develop without any rélation to
political settings in the North or in Central Europe;- Weapons technology

seems more important in these developments than political considerations.
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It is estimated that the Soviet Northern Fleet disposes of conventional
submarines carrying 70 strategic missiles and nuclear powered submarines
carrying 215 SS-N-5 and SS-N-& (700 and 1,500.miles range respectively).
By 1974-~75 it is thought that the Fleet will comprise 35=50 nuclear
powered submarines with a total of 560-800 missiles, It is pointed out
that a new SIB missile with a range of 3,000 miles has already hbeen tesied,
With the decreasing emphasis on static land-based missile systems, the
Soviet deterrent may be pushed forward, away from the Soviet Mainland, and
the Nordic Area may in this way find itself behind a major element of the
Soviet deterrent. Weapons technology consequently appears to increase the
value of the Norwegian Sea for the Soviet deterrent while decreasing its
valuz for the American SLBM deterrent because of increased missile range.
At the same time MIRV-development, by rendering the sarliest possible
interception even more desirable, may increase the importancé of the Nordic
Area fcr the forward defence of both Super Powers. This argument is
reinforced by the growing effort devoted to anti-submarine warfare; The
ocean depths would maks for ASW barriers from Svalbard to Tromsoe (exit
from the Barents Sea),from the Norwegian coast south of the Lofoton Islands

to Jan Mayen and from Jhetland via the Faeroes to Iceland,

Starting from the two verifiable facts of increasing Soviet naval
build-up and the pattern of Soviet naval exercises over the last ten years,
the conclusion may be drawr that the USSR has both the ambition and the
resources necessary for pushing her forward line of defence well out into
the Atlantic to a line from Iceland to the Faeroes, turning the Norwegian
Sea into an area in diapute, A permanént Soviet navé; p;esencé up to this line
does not appear impossible, Given the }and-baéed‘aif suppért on which the
Soviet Navy depends, air bases along_thé Norwegian Coast may become a more
_ attractive proposition. 4s no European Navy can any longer neutralise the
- Soviet Fleet, the importance‘of thg Supé% Power‘confrontation fér the

security of the Northern Flank increases,

The Seidenfaden Report deals exhaustively with the strategic position
of the Baltic Straits. Control of the Straits provides control of Soviet
naval movements to and from the Baltic, Soviet attempts to establish the
Baltic as a "closed sea" in International Law or to make the Baltic a "sea

of peace" through political activity have had no success,

Pive foreign experts, asked to give their opinions on Denmark's
strategic position, agree that strategic interest in Danish territory would

be limited in case of a nuclear exchange or all-out conventional war., It
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is in the lower scale, the grey area, thet Denmark toﬁaymia_oé‘strategic
importance. In the shadow of events in other parts of the world, limited
Soviet action, e.g. occupation of some Danish islands, is considered but
found unlikely., It is. suggested that the strategic value of the Straits
nay be greater in anticipation of war than after war has brokea out.
Western closure of the Straitis in case of a conflict in the third world
may not appear as attractive as might be thought. Neither might a Soviet
gseizure of the Straits in similar circumstances, Maintenance of the status
quo might well prove t0 be the more acceptable solution. The political
price of military action in the Straits would be high and more out of

preportion the further away the area of conflict,

The Norwegian expert is partioularly concerned with expanding
Soviet_naval activity. He takes as his starting point the Soviet desire
tc make its fleet independent of the Straits, a desire he considers
analogous to that for exit from the Barents Sea. For the Soviet Union the
logical solutiéh would be to push beyond these Straiis and secure control
of the access %o the Norwegian Sea between Iceliand and Scotland. This can
be doné through the gradual build-up of a pattern of presence in the outer
access area, He sees this tendency in Soviet behaviour already manifested,
The major new elements in Soviet air and naval power are intensely politiecal,
in that they could force the adversary ¥to concede that armed confrontation

would automatically produce escalation to levels unacceptable in the
circumstances.

The possibility of large scale 0il discoveries off the'Norwegian
coast, in particular north of the 62nd Parallel, adds to the intriguing
stfategic probiems'of the area. The prospect of extensive drilling by
international oil oompénies in the major ares of Super Power maritime
éonfrontafion may be viewed with some concern. It should be remembered that
oil may'be fbund in‘an area extending practically to the North Pole and
including the Svalbard Archipelago. Any comment at this'stage is necessarily
nighly speculative, It has been suggested, however that sirict enforcement
by Norway of her sovereignty in the area might diminish the risk of direct
super-power engagement and possible conflict. As long as the delimitation
of the continental shelf has not been determined internatibnally, it is

difficult to draw further conclusions.

EEC Membership and the Nordic' Balance
The strategic agpects of an expanded EEC for the Nordic countrieg have

also been debated in recent months. It is now clear that not only Pinland
but also Sweden feels unable to negotiate for full membership of the EEC,
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ag this is considered incompatible with their neutral status. For Denmark
and Norwey the situation is different, They will not only accept member-
ship of the EEC but also {ﬁrther steps teo political cooperation in
Western Europe, including/defence, As long as this is conducted

within the framework of NATO, they would clearly wish to participate in
defence planning, Jjoint production and procurement,; etc., Relying heavily
on the American nuclear guarantee, they might be less enchanted with an
independent BEuropean deterrent, and would probably need to retain their
present restraints on foreign bases and nuclear weapons in order to avoid
any action capable of being interpreted as a provocation by the Soviet
Tninn, This may serve to illustrafe the impact on political thought in
the area and on political decision makers of the concept known as the

"Nordic Balance',

If the preceding summary gives an impression of increased awareness
in +the Northern countries of the precarious position in which the area may
find itself, even in times of détente, this is probably a ccrrect picture,
In spite of neutralist traditions in Denmark and Norway, majority opinion
appears to favour a continuation of alliance policy until such time as a
satisfactory alternative may be found. And in the field of national
gsecuritly, present day opinion seecms to be strongly influenced by an element'r
of conservatism which makés for wary ezamination of any alternatives.
Public support, both in Denmark and Norway, for nationsl defence continues
at a higher level than at any time during the inter-war years, In a period
of détente, econcmic and manpower problems may be presumed to become the
major obstacles to the maintenance of a raticnal defence policy. It is
perhaps symptomatic that last year's defence proposals put forward by the
Danish Social Democrats were presented as an attempt to retain a eredible

defence posture in the face of these difficuities,

Egil Ulstein



