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0.. SUMMARY AND CONCLUSIONS.

L,

The ecoﬁomic'obligations derifed from the possible incorporatioﬁ.

to NATO will not imply a substantial increase in the level of na-
tional defense expenditﬁres over and above %hat is adequate to na-
tional defense interestits and to Spain's economic possibilities.

Even though it can not be said offhand that "there does not have to
be necessarily aVSpanish contribution to the Alliance", it is a fact
that this contribution.may be considered insgignificant (of approxi-

mately 1%) with respect to the nation's own defense budget.

It is even more mistaken to sustain the opinion, already quite wide-
spread, that integration to NATO would imply a considerable increase
in defense expenditures, an increase which rather frequently has been
erroneouély estimated as a doubling of the actual defense expenditures.
The economic obligations which would result from adherence to NATO
with normal status and participating in the greater part of its orga-
nisms, both civil and military, are not of sufficient consequence in
themselves to be considered a decisive factor in the political decision

to be made as to whether or not to join NATO.

Membership in the Alliance could have positive economic'consequences in
the field of defense logistics and particularly in the sector invelved
in multinational co-production of war material having favorable reper-
cussions on the development of national military industries and most
specifically through the attainment of the advanced technology assccia-
ted with this industry. - These consequences are highly dependent on

the particular cooperation agreements undertaken and thus are not
quantifiable "a priori". The Administration should give the utmost
iﬁportance to the industrial and technological impact of Defense expen-
ditures, giving a greater transparency to the technical decisions made
on defénse expenditures and establishing permanent channels of communi-
cation between private and public sectors in order to plan the produc-

tion of war material.

The integration within the Atlantic Alliance's security scheme, which
constitutes a system of security which has been consolidated in the
course of forty vyears, could provide an atmosphere of stability and
national security, rebounding in reliance and stimulation of the natio-
nal economy and favoring an increase in investments and economic acti =

vity in general.



The economic impact, therefore, is not of transcendence to the

decision-making process regarding integration or non-integration

‘to NATO, but rather in so far as it would stimulate the development

of a national defense industry - and related services - which, more

over, could benefit from the technology of NATO nations.

The security model based on neutrality clearly involves greatef costs
than that of integration in NATO, at least in the near and not so

near future; even though in the long-range it:could have positive con-
sequences for the development of tﬂe nation's military industry, it
would have to overcome the immediate difficulties to be encountered

in the present economic system based on numerous multinational inter-

dependencies.

From a strictly economic point of view, which is what pertains to this

study, the neutrality option is less advisable and riskier than adher-

ence to NATO.

In order to reach a well-founded decision on the national future secu-

rity model, considering the NATO option as one among alternative solu-

-tions, it is highly reccommended that a team of experts in the subject

of NATO be formed in order to become familiar with the internal work-
ings of this Organization, given the numerous complexities and peculia-
rities of the Atlantic Alliance. This team should gather the neces -

gary information on the defense industry of the present member nations

.80 as to provide responsible authorities with a better basis of judge~

ment. If it should be decided to opt for the integration solution,
this team would be in condition to negetiate the membership status

as well as possible economic commitments most advantageously.



1. INTRODUCTION

1.1. These notes have the object of analyzing for the "Seminary on Security

Alternatives in Spain'", what would be the economic impact on our country of

adhering or not to the North Atlantic Treaty Organization (NATO). Spain is
now ét a crucial stage in the determination of its future model of defense.
The decision is of such transcendency that it has become one of the most outs-
taﬁding issues in politics; it has become a matter of priority for public opi-

nion as well as for Parliament, and coﬁsequently for all the media.

In no way do these notes pretend to influence the decision to be adopted re-
garding the nation's incorporation to NATO. That decision must be made by the
competent authorities, and primarily on the basis of the strategic factors

and value judgements previously referred to. We must limit our scope here to
the analysis of the economic impact involved, a factor of undeniable signifi-

cance to the decision-making process involved.

1.2. Spain's election of a security model is practically limited to one of

the following alternatives:

a) Continuation of the bilateral security relations initiated in 1953 with

the United States, subscribing three ireaties: mutual defense aid, economic
aid, and the so called protective treaty -~ all of which have been rénegotiated
in the course of the years, adapting them to the circumstances of the moment,
until the ratification of the actual "Treaty of Friendship and Cooperation
between Spain and the United States of America" ratified on January 24, 1976,

and which will expire on September, 1981.

b) The non-renegotiation of bilateral relations with the United States, con-

fronting a political position of isolationism or neutrality;
¢) Adherence to a multilateral and collective security alliance.

l.3. First among the alternatives here presented is a security relation
well-known to all because of the almost two decades during which it has been
maintained. It vwas a solutioﬁ for a past period during which the United States
acted as Spain's protector before the nations of the WOrld,'given the absence
of Spain from practically all international organizations excepting the more
extensive forums of the United Nations and the Organization of European

Cooperation and Development.




If at first this bilateral Spanish-American relation entailed an important

economic compensation, in subsequent agreements this compensation decreased
to the point that today it can be considered practically irrelevant,

as it has come down to political tutelage from the United States in exchange

for .an important cession of Spanish bases and national military facilities

for American use.

1.4, Regarding the optiqn,of_integration within a multilateral defense al-
liance, the choice of the alliance is conditioned by the situation of
Spain within the European community. The point of equilibrium of European
security, or rather the point of equilibrium of security between the United
States and the Soviet Union, in alliamce with certain European nations which
p rofit from that eduilibrium, is based in Europe on the existence of two
blocks, the Atlantic Alliance and the Warsaw Pact. Physically intercalated
between both blocks, there lies a strip of nations not aligned within them
which from North to South includes Finland, Swedeﬁ, Austriq and Switzerland,
Yugoslavia énd Alﬁania, which nonetheless does not prevent border contact

between the blocks: the contact between the Soviet Union and Norway on the

North, that of East Germany and Checoslovakia with West Germany on the central

area, and that of Rusia and Bulgaria with Turkey and Greece on the South.

Spain is located towards the West of this strip or hinge of land, thus on
the Western part and in the rear guard of the area that this block covers in
Europe. Consequently, both because of its geographic situation and due to
the nature of its socio-political and economic system, within the range of
the security options presented and considering the alternative of adhering
to a collective and multilateral security alliance, it would be logical to
study the . = - o possible incorporation of Spain to the
Atlantic Alliance which, while maintaining the nation within the Western
circle,‘it would also allow for a wider and more heterogeneous context of
security relations than the actgal exclusive bilateral relations maintained
with the United States which °! unbalanced because of the clear inferiority
of the Spanish part with respect to the North American part.
1.5.
We will }limit, therefore, our attention to the two possible '"arenas" which
would entail a change in Spain's defense model:

- integration in NATO

- the adherence to neutrality politics
taking into account that of the two models, that of incorporation to NATO is
not incompatible with the continuation of bilateral relations with the United

States.



1.6. OQutline for these notes.

The authorities competent in the subjec¢t must analyze the advantages and
disadvantages of each alternative selecting the one which will assure the
greatest possible security compatible with national sovereignty and with
the nation's economic possibilities, Thé decision to be taken has, among
others, an economic element which is one of the aspects to be analized in
the process of deciding. Thus, it is convenient to -~ . evaluate in
so far as it is possible with the quantitative data available, the
economic‘consequences of a possible eventual incorporation of Spain into

NATO comparing them to the consequences of not incorporating.
We will schematize these notes in four general sections:

1.6.1. Given the possible incbrporation to NATO, Section 2 expoges the anual
obligation to contribute which would be contracted for two different concepts.
The first of these is the financing of NATO's annual budget - civil and military -
which covers the economic requirements for the 0pera£ion of the various orga-
nisms of the Alliance. Secondly, there is the financing of NATO's
so called "common infrastructure" which includes all those installations cons-
‘tructed for war use which are of common interest to all member countries
and which is financed by mutual agreement amongst all the potentially benéfit-

x> ting countries, within the context of NATO's general infrastruc-

tural plan.

1.6.2. Continuing within the "arena" of adherence to NATO, Section 3 analyzes
other possible economic consequences which could result from:
~ the influence that communal planning could have on the level of the
national defense budget or iﬁ its functional distribution.’
~ +the consequences which integration to NATO could have on the structure
of the ﬁation's forces,
~ the economic obligations derived from annexing units to NATO's military
command.
- the possibility of obtaining military aid from NATO.
- the benefits derived from collaboration within NATO in the production

of armaments and war material.

1.6.3. Section A4 analyzes in general lines the economic impact of not incor-

porating to NATO within the "arena' of neutrality.

1.6.%, Section 5 includes a cost-efficiency method designed to study the alter-

natives of adhering or not to NATO. This methodblogy is more extensive that
one :

the normal cost-benefitlas it takes into account the multiple variables of



human, technological, physical and financial resources pertinent to the
analysis of the risks invelved in this decision. The cost—efficiency'me—
thod has been sketched, in view of thellack of solid conclusions derived
from the cost-benefit test, as a decision ﬁhich englobes internal and ex-

ternal security, and which could serve once - and not before -~ the decision-

making authorities have carefully weighed the importance of each of the varia-

bles involved in the decisions affecting national defense.

1.6.5. Section O summarizes all the recommendations - derived from the
evaluations, bearing in mind that the decision on the Spanish model of secu-
rity entails value judgements and strategic considerations which normally

escape quantification.

2. CONTRIBUTION TO NATO'S BUDGET AND INFRASTRUCTURE.J

2.F. NATO. o .

The economic obligations that a nation acquires when it joins NATO obviously
depend on the nation's membership status within the Atlantic Alliance. Per-
haps at this point it should be made clear that the fifteen countries which
form the Atlantic Alliance, having subscribed this alliance through a pact
ldenominated The North Atlantic Treaty or The Atlantic Charter, all belong
as a consequence of this to NATO (North Atlantic Treatry Organization) which
is merely the organic structure which gives shape to this Alliance. (See
Amnex 1}.. Nonetheless, there is a certain tendency to speak about the Atlan-
tic Alliance and of its highest.organism, the Council, when in effect one

is referring to the political engagement contracted amongst member countries;
and to allﬁde to NATO with reference to the military part of the alliance,
an erroneous but frequent distinction which has led Giscard d'Estaing him-
self to state: "we do not form part of the integrated militarj organization
in times of peace, that is NATO", while in fact France is a member of NATO,
with full-rights, and only maintains an observer's position in the integrated
military command or the military structure of NATO. The mistaken identifica-
tion of NATO solely with the defensive‘part of the Alliance is clearly refuted
in Article I, Section a) of the "Agreement on the Status of the North Atlan-
tic Treaty Organization, National _ Delegations and the
International Secretariat'" dated September 20; 1.951 which literally reads:
"the "Organization' means the North Atlantic Treaty Organization composed of.
the Council and its dependent organisms" without distinction between military
and civil organisms, as all are included within the organic sfructure of the

Alliance denominated NATO.
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2.2, Commitments.

Having made this distinction, it is possible to qualify the prescence of

a nation in NATb: each member's status is negotiable and ultimateiy accept-
ed freely and independently by each country. Theoretically, it could vary
from the mere subscription of the Washington or North Atlantic Treaty to full
participation in all the organisms and Agencies of the complex organic struc-
ture which is the Alliance. One would assume, however, that the mere sign-~
ing of the mentioned Treaty would logically imply at least permanent repre-
sentation in the Atlantic Council in order to parficipate in, and benefit

from joint political consultations. The fifteen countries presently allied
maintain an ambassador and a-permanent mission at the Council and possible
representation in the dependent civil organisms as full-rights members, while
in the military organisms only France, Greece and lceland maintain special
situations; France does not participate in the military structure except as
an observers; Greece is in a special ,position with respect to NATO's military
command as a result oflits disputes with Turkey, and is subject to renegotia-
tibns; Iceland does not even possess armed forces. Nonetheless, the fifteen
nations - having signed the Treaty - assume without exception the commitment
to mutual consultations 1if the security'of one of the parts should be treateneq,
‘and are also committed to considering an armed attack against one of the mem-
ber countries as one undertaken against all, and to engage each in whatever
action it "deems appropiate, including the use of armed forces", as reads
Article 5-of the Treaty. All members of NATO are implicated in the commit -

ment to mutual defense.

é.3. Being the economic aspect what concerns us in this study, we will start
from the working hypothesis that if Spain should decide to join NATO it would
do so with normal status, participating in the greater part of the organisnms
which make up-the civil and military structures of the Organization {See An -
nex I on the structure of the Alliance), because as we will see further on

it is normal for all to contribute to the economic requirements of NATQO in a
proportional manner and only France avoids, due to its special situation,
participating in part of the economic obligations (efen though this position

has not resulted in great economies for the country).

2.4. Contribution to NATO's budget. ‘ =3

The organic structure of NATO, like that of any other multinational organiza-
tion, has operating costs which must be borne by member nations. To obtain
and manage the necessary funds, there are two types of budgets in NATO.

-~ Civil Budget

- Military Budget

2.4.1. The Civil Budget covers operating expenses, furniture, equipment
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andrsalaries for the civil organisms of the International Secretariat at
Evere (Brussels). The civil budget comes to approximately 50 million dol-
lars per annum. Payments are allocated among member nations according to
percentages agreed upon after arduous negotiations when NATO was created,
and revised in 1951 when Greece and Turkey joined the organization}and sub-
sequéently in 1955 when Germany adhered. From that date on, and given the
difficulty of agreement and the small sums involved, these percentages have
been maintained in spite of variations in the economic pdtential of member

countries, ] .

The percentages in effect today, in decreasing order, are:

Uhited States © 2440
Great Britain S 19'50
France . 17'10
Germany _ 16'10
Italy 5'96
.Canada 5180
Belgium ‘ 2186
Holland 2185
benmark 1'65
Turkey ' 1165
" Norway 1'15
Portugal . , . 0'65
Greece : 0'39 4
Luxembourg . 0'05
Iceland ’ 0t0s

The budget is prepared in Belgian francs by the International Secretariat
and each country : . changes to its currency its corresponding

percéntagg or gquota on the basis o%?ﬁate of exchange in effect. The sums
are then paid to tﬁe Central Treasury in each country's national currency

in three payments scheduled in the course of the year.

2.4.2., The Military Budget covers operatién costs and capital costs for
NATO's General Headquarters, the specialized “agencies"'and certain aspects
of the military excercises and manceuvres of the Alliance (See Annex II

on the agencies covered by this budget).

The operation costs include civil personnel salaries (each country pays for
its own military personnel) and other office material expenses, electricity,
supplies, transportation, etc; capital expenses include contruction, furni -
ture and equipment expenses. The Military Budget, however, solely finances

peace time facilities, such as troop quarters, housing, general warehouses, etc.;
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wartime facilities, such as an aérodrome or a telecommunications center,
are financed by the "common infrastructure" programs we will-study further
on. This is one of the many complexities

which make .the internal workings of NATO guite complicated to someone not
familiar with the subject, because of the diversity of situations and nuan-

ces which must be differentiated within the organization.

2.4h.3, NATO's Military Bﬁdget comes to approximately 250 million dollars
per annum; The national percentages for its financing were similar to those
for the Civil Budget until 1966 when France withdrew from the integrated .
military post. From that date on, as France ceased to éhare in the costs of
the military structure, the Military Budget has been subdivided into two:

- Military Budget for 15 Nations (with France).

- Military Budget for 14 Nations (without France).

The pefcentages agreed upon for both these budgets are as follows:.

Military Budget for 15 Nations

United States .c..ees 25'00
Great Britain ....... 18'22
France eceesecescessases 17'10
Germany ceceeneeeesn. 1610
Italy eveenoscsncsnse 6112
Canada seessassceceeas 5'80
Belgium ssssesssasnea 2795
Holland seeeseeceasss 2'Gh
Denmark cessescscsoee - L'7h
TUrkeYesssesasenssaes 1'65
Norﬁay tevesescnasnas 1120
Portugal seseecscscss 0'65
GreECe sesecovonnsnens 0'39
LuxemboUrgescsssssses 009

Iceland sececcaannase 0O'05



Military Budget for 1L Nations

United States ....ev... 30'16
Great Britain.........._21‘98
Germany secessevasscase 19742
Italy ecececscsserssess 7'38
Canada seevecsencssncces 6199
Belgium seeecvencaccacns 3156
Holland ce.sssasseeseesse. 3!55
Denmark sececensnsanaas 2110
TUTKEY scesessesanssess 1'99
NOI'WAY sescsasssansesss 1145
Portugal ececsccascssas 0178
GreeCe suesevasersosnne OTAT
Luxembourg sssceaescess 0O'11

ICCland eeecocescesnces 006

From the total military budget, in general, approximately 60% corresponds
to the '"Budget for the 14 Nations" and:the remaining portion to the "Budget

for the 15 Nations" {See Annex II on agencies in which France participates).

Unlike the Civil Budget, and as one more of NATO's complexities, Military
Budgets utilize a monetary unit defined by NATO, the "accounting unit". Each
country's contribution is made effective in three payments -

per year, each of which covers approximately oné third of
the total sum. Each country exchanges at the Central Treasury its own cur-
for

rency "accounting units'".

2.5. The potential Spanish contribution to civil and military budgets.

How much would Spain have to contribute if it should join NATQO? According

to General Haig, in 1978 Commander-in-~Chief of the Allied Forces in Europef
NATO's personnel had estimated that the total possible contribution to the
military and civil budgets would come to approximately 10 million dollars

per annum, equivalent to 3% and 4% respectively. At the moment of adhering,
"Spain must negotiate,on the basis of its - relative economic and de-
fense possibilities, the exact percentages. But fhe 10 million deollars per
year'given as a working hypothesis did not come to 0'5% of the annual defense
budget for 1978, year in which they were estimated. The small sums involved

are irrelevant when it comes to deciding whether or not Spain should join NATO.

*x Seminary on "Spain, NATO and Western Defense', organized by the Ditchley
Foundation in collaboration with the Institute for Conflict
Studies of Washington Ditchley Park, UK, April, 1978.



2.6, Contribution to NATO's "common infrastructure".

NATO'S so called "common infrastructure" includes all the pefmanent instal-
lations necessary for the deployment and operation of NATO's armed forces in
wartime and for .their preparation in times of peace, such as general-head -
quarters, aerodromes.and military bases, telecommunications installations,
0il pipe lines, radar stations, missile ejection Sites; etc. As previously
indicated, the infrastructure does not include installations for general use
ang %g% specifically designed to back the armed forces in wartime operations.
An illustrative case usually cited to demonszstrate to what degree this differ-
entiation is carried out in effect is that even though the construction of an
aerodrome would be financed with - .. w=. dinfrastructural funds,
if a cafeteria ~...~ Was installed on the same location it would be charged
to the Military Bﬁdget because it is considered a peace time facility. If an
installation is to be used exclusively by natioﬁal forces, the Alliance
considers it "national infrastructure" and it . must be financed by the
pertinent national budget.
2.7. Thirteen countries share today thée financing of the general infrastruc-
ture. Iceland has nothing to do with infrastructural programs and France only
collaborates in certain projects. Funds are provided through a quingquennial
budget financed by the allied nations as per a svstem of percentages agreed
upon amongst them. As in the case of the annual Budgets which finance the
organic structure (civil and military) there is no mathematic formula from
which to derive these percentages; they are rather determined by means of dif-
ficult negotiations in the course of which thé most variegated criteria, even
that political in nature, may be claimed. Nonetheless, the basic factors
considered are: ‘

- each nation's capacity to contribute.

~ the benefits each countryrcould potentially derive from the installations.

- the economic benefits which the host country may obtain from the location

within its borders of an installation.

Each nation's capacity to contribute is.estimated primarily on the basis of
its Gross National Product. The benefits each country may derive from use of
the installations depend on the degree to which national forces

might eventually re-
quire to make use of these installatioﬁs, and cach country must contribute in
proportion to this potential utilization. The economic benefits obtained by
the "host country" may be significant, such as - employment of the national
labor force, entry of foreign revenues, extension and improvements of the
national communication . network or of telecommunication and oil-pipe line net-
works, etc. but these benefits must be contrasted with the burdens which must

be bofne by the host country which must finance the acquisition of grounds,
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the conditioning of accesses, the supply of light, water and other public

"

services required.

The infrastructural programs are accounted for in IAU's or "International
Accounting Units". ' '

. Due to the quinguennial calculation of. the budget, infla-
tion is causing serious financial problems. .Thus, for instance, the
IAU which in 1978 was equivalent to 3'50 dollars towards the end of 1979 had

a value of 4'80 dollars.

The percentages per country agreed upon in 1979 to finance the infrastructure

are as follows:

Without France With France
Belgium | 5.5912 L.624
Canada 6.3578 5504
Dénmark 3.7273 c 3.082
France \ - 13.212
Germany 26.5446 21.953
Greece 0.7932 - 0.658
Italy : 7.9873 0.658
Luxembourg 0.2130 0.176
Holland - 5.1386 4,250
ﬁorway -_ 3.1417 - 2.599
Portugal 0.2011 0.201
Turkey 0.8045 0.802
Great Britain 12.0797 10.460
United States 27. 4200 , 25.873

(See-in Annex III documentation related to the common infrastructure published

by NATO).

2.8, Spain's potential contribution to infrastructural programs.

I1f Spain should opt to become a member of the Atlantic Alliance it would have

to participate in infrastructural programs, which would entail contributing to then
in its corresponding proportion. In the previously referred to Seminary held

at Ditchley Park)General Haig estimated that the Spanish contribution to the
infrastructure would come to some 50 million dollars per year. However, this
estimate must be : " taken with considerable reservations as Spain's

" guota will be highly conditioned by: .

a) the spebific projects to be developed

b) the installations Spain will provide, amongst which the bases and military
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before NATO the reasons which hindered it from attaining the objective

agreed upon.
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its particular economic situation, and whatever poli-
at a just distribution of the
The constant exchange of specific and detailed infor-
military programs of the various countries is encouraged, hence
their respective possibilities, and leading to a greater under-

tual problems and difficulties and to a critical appraisal of

With reppect to Spain's participation in NATO's common planning, the

following poipts ought to be analyzed:

~ a compartison of Spain's defensive efforts with those of other allid

nations.

- a comparfison of the structure of defense expenditures.

- the anal
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- the poss
national

- the poss

particip

We will brief

might be deri

ysis of the structure of the armed forces in relation to that of
lied nations and with respect to the missions to be undertaken.,

ibility of annexing forces to NATO and participating in multi -
Hanoeuvres., |

ibility of receiving military aid.

pntion in NATO's logistics.

ly analyze as follows the possible economic consequences which

ved from these aspects:
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A Comparison of Spanish defense efforts.

The Alliance

in order to compare the defense efforts of member nations,

has standarized defense expenditures through a common definition which is

mot public byt confidential.

According to this definition one must add to
they are

the budget prepared by the Defense Department, iflnot already included with~-

in it, the p
paramilitary
organizeq an

in case of w

ensions paid to retired military men and that portion of the

forces which have ~ - received instruction, are

1 have the means to intervene as tactic units in the battlefield

ar. It is not correct then, to add to defense expenditures all

the budgets of the State's defense forces just because they can be characte-

rized as mil
régimes. Th
of their dut
what in Spai
to NATO's de

is to be adqg

If Spain wer
pért of its
‘ing to NATO'
to the milit
tive importa
budget " h
Law‘jz/?l on
tended and mj

variations i

Je5. On the
tute for Stn
countries h4g
lowl;er cani
and Turkey,
ceive the re
guests to

relative in
Planning prog
in each nati
lize the pery
moreover, tH

clause stati

bilities of

itary organisms because of their disciplinary and judicial

s, for example, the Italian Public Security Forces, by reason

hn is the National Police and the Civil Guard however, according
finition, only 20% of the budget for these Public Security Forces

ed to Italian defense expenditures.

e to join the Alliance, it would be necessary to clarify what

sccurity forces would be considered paramilitary forces accord-

s criterion. At this point, we will limit ourselves to adding

ary budget the pensions for retired military men given the rela-
nce of this factor. On
és been calculated from the year 1972, a key year as during it
Budget Allocations for National Defense went into effect {(ex~
odifies by Royal Decree Law 5/77), which introduced important

m the Defense Budget in relation to that of previous years.

basis of data from the "Military Balance" of the London Insti-

ategic Studies, the per capita defense costs for NATO's European

ve also been estimated for the 1972-1979 period. Spain has a
tétdefense expenditure together with Italy, Luxembourg, Portugal
and in principie, it would be among the countries which would re-
ccommendation to increase defense efforts. However, NATO's re -
member nations to augmenlt defense efforts are usually
nature. In this way, when in 1977 the Committee for Defense
posed increased defense efforts, it requested a 3% increase
on's defense budget (in real terms), without pretending to equa-
centages of the defense budgets with respect to the GNP. And
e agreement reached was qualified with an additional

ng that "economic circumstances will. have an effect on the possi-

attaining the 3% agreed upon".

ies and organization, may be considered as a police body midway bet-
ween

this basis, the Spanish '"per capita'" defense
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3.6. With the figures which appear on Annex 5 the index number for defense

expenditures for 1979 was calculated on the basis of the year 1972, obtaining

the following values, listed as follows in decreasing order:
Index No. for 1979

Spain 387'5

Belgium 349'0

Luxembourg . 3h41t2

Denmark 3124

" Turkey 305'3

Holland 2889

Norway - 273'2

Germany 271'2

Greece : 250'8 (year 1978)

France - 24518

Great Britain 22217

Italy 18213

Portugal 92'3
Spain appears at thelhead of the list . . . -of"per capita"percenf
tage increases in defense expenditures during the 1972-79 period,

and because of this it would have more than sufficient arguments to claim in
‘its favor greater defense improvements than those of NATO's other European

countries.

Thus, we-do not consider well-founded the considerably generélized opinion
that if Spain should join NATO it would have to ' - subs-
tantially increase its military budget, an increase which is often mistakenly
ezstimated at a doubling of the present levels.™ In any case, what is absolute-
ly certain is that no nation belonging to NATO is ever forced to undertake
expenditures outside of those freely and independently decided upon by the
competent national authorities in consonance with each nations own political

requirements.

3.7 Structure of the Defense Budget.

It is traditiomnal to subdivide the Defense'Budget.into three basic functions:

a) Remunerations, which includes payments to military personnel and to

civil personnel serving the military administration.

b) Maintenance, which covers all aspects related to . instruction,

conservation, and the logistic support necesséry so that all the

resources available maintain their operational efficiency.

% Spain in NATO? Alvarez de Castro (Pseudonym), Ed. , Madrid, 1978.

B -
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¢) Investments, which covers everything related to the acquisition of

armaments and new materials, be it by purchasing or manufacturing,
the construction of general infrastructure facilitie% and investment
funds. -
The first two functions listed, persomnnel remuneratipné and maintenance,
are usually enclosed within the general heading of "operations" thus dif-
ferentiating within defense two large sectors:
a) Operatijons, which covers all thosé funds which will not signify any
increment in "credits" for the armed forces but which will be dedicated

to their maintenance and preparation.

b) Investments, vhich covers the incrementation of inmobilized fixed assets,

or, what is important, the rennovation of the ones in existence.

3.8. It is generally considered that an ideal distribution of defense
expenditures, in general terms, would be as follows:
‘ Personnel...........so%} Operations 70%
Maintenance ........20%_ '
INVesStments eece....30%
Modern armed forces tend to decrease personnel costs to under the 50% level

in order to augment their capacity to finance increasingly complex and costly

war material.

Given the difficulties which are frequently encountered in distinguishing
vhat is in effect maintenance fTomwhat must be strictly considered as invest-
ment, it is common practice to simplify budgetary clasification by differen-~
tiating at least "personnel" from the rest, a simplification which does not
scape limitations as within the "rest", not included under "personnel’] one
must place allocations for training, instruction and other concepts. This
prevents us from considering this "rest" as a subdivision covering solely
"materials'", even though materials do in'effect absorb a major percentage of

the funds not allocated to "personnel',

3.9. The difficulties involved in learning how other nations separate the

. . fr th icat . . .
sums dedicated to maintenance Fmto %%%e%%%%%% %%ve obliged ug to limit our

scope to a simplified division between"personnél expenseéland the 'rest.
From among NATO's member nations the following percentages for personnel
remunerations oL ' o . in relation to
the total national defense budget may be pointed out, cited as average per~

centages for the 1976-78 period:

e
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%

——

GErmany eecscecssesess 4313

BelgiuMesesossseannssss 50'5

France eesesssesssessas 35040

Great Britain sc...... 4012

Italy cececescesccsease 33'9
{These percentages do not include-the sums dedicated to military pensions
and paramilitary forces in order to facilitate their comparison with the

corresponding Spanish quantities).

During the same period of 1976-78, Spain dedicated to personnel remunera-

tions 61'8% of the military budget which seems to indicate that if Spain

should opt to join NATO it would probably be reccommended to reduce -

in so far as possible the percentage allocated to '"personnel". But it must

be taken into account that the above mentioned countries, except for Italy

and Belgium, maintain armed forces -supplied with the most modern

materials and with a military potential proportional to their position of

prominence and weight within the realm of the world's nationsj while, on the

other hand, a low budgetary level is usually detrimental to the percen-

tage alloted for materials Q?Ye%eﬁgg%nel costs are unavoidable and have an
absoclute minimum level which inflates the personnel percentage.

In this regard, Italy could serve as a model of a country which'with low

defense expenditures, - has nonetheless managed to maintain a reduced per-

centage of personnel expenses,

In any case, the evolution of the percentage of personnel expenses within

the Spanish budget in the course of the years has been as follows:.

Year Percentage
1.976 62'3
1.977 614"
1.978 | . 61'8
1.979 59'1
1.980 55'8
Hence;‘ one can appraise a tendency to approach the 50% - level considered

ideal for those armed forces not outstandingly modern and powerful.

Therefore, - it can not be inferred from the above that out of Spain's
integration in NATO, other reasons than those - inherent in
-the nation's own interests would appear to continue with the present evolution

of the distribution of defense expenditures.
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3210, Structure of the armed forces.

The overall structure of a nation's armed forces in three traditional
branches - land; navy and air - is exclusively of each nation's competence.
However, membership in the Atlantic Alliance conditions this

structure because of the missions to which it may be assigned within the
common defense context of the Alliance. Even though NATO's common plan -

ning is carried out in a practical manner and adapted to national realities,
it must also be based on a common military doctrine for the utilization and
structuring of its forces. NATO has not succeeded in arriving at é total spe-
cialization of each nation's defensive efforts in consonance with the missions
assigned to it through the common planﬁing, but it has managed to influence

the security solutions opted for by each country. Spain's integration in NATO,

therefore, could sooner or later lead to changes in the structure of its forces,
which would entail economic consequences of greater or lesseXr significance

depending on the importance of the adaptations.

Annex VI presents the distribution of the totality of the armed forces of

the nations being studied into the three branches of land, air and sea.

Even though the figure given for human effects is in itself a very poor indi-
cator of each armed forces' potential, it does give us ’ an over-
all pictﬁre of the structure of the forces. It may be observed that the com-
poesition of Spain's Armed Forces (76% land, 13% marine, and 11% Air Forces)

is similar to that of Greece and Turkey, countries in which the land forces

" eclearly predominate, even though Spain differs from these countries to a cer-

tain degree in the percentage corresponding to marine forces.

3.11. Given the scarce significance of these percentages, they should be
complemented by . ' - some indicator of the combat resources
available to each force. In order to work with simple indicators, we have
selected for the Ground Forces - in which the total number of effécts is
more significant than in the other forcés - only the total number of combat
vehicles available to it, which is today generally accepted as an elementary
indicator of military potential. For the Air Forces, the total number of
combat planes, without regard to type, was compared, and for the Marine
Forces, given the.impossibility of | ' ' ' ‘ plassifying to-
gether all vessels because of their very distinct characteristics and as

it is difficult to select one type of vessel as representative of naval
poever, the correcsponding figures for five different typés of vessels are

presented.

Tn Table IT of Annex VI it may be seen that Spain, which in its percentage
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of ground forces came very close to Greece and Turkey, is very far from
them with respect to the absolute number of combat vehicles (Spain 860,
Greece 1.340 and Turkey 2.800) occupying the seventh place and having
behind it only much smaller nations such as Holland, Norway, Belgium, Den-

mark and Portugal,

3.12.-With reference to air potential, Table III shows, englobing in one
all the diverse types of combat planes and not taking into consideration
each type's possibilities, that Spain again holds the seventh place (with
214 planes) and is behind Turkey (339), Italy (319) and Greece (257{ and,
as in the case of its Ground Forces, it is ahead of only those countries

gsmaller in size: Holland, Belgium, Norway, Denmark and Portugal.

3.13. The comparison of naval potential is more complex. . Table IV of
Annex VI shows that Spain is among the three European countries

which have aircraft carriers, together with France and Great Britain,
bu%h@g the other hand it lacks missile launching boats, and holds the fol-

lowing places with regards to other naval resources:

Rank
~ Conventional Submarines « s « oo o 8th
- Principal combat surface units . . . 3rd
Al Other un'i'tS " & & & 8 & ® Sesemass 6th
3.14., By way of summary, . in very general lines, and focusing on the pos-

sible economic consequences as pertains to this study, it may be peinted out
that Spain's most outstanding characteristics are a low level of ground and
air material and a high percentage of : . ground effects which must

be contrasted precisely with the low percentage of the Air Forces's effects.

’ The steps which Spain could take to modify the structure of its forces by
reason of its own national politics would probably coincide with the reccom-
mendations which might come out of NATO's planning of the joint Force Objec-
tive. Perhaps the integration of Spain in this organization may make it
necessary for thé country to augment its air and naval potential as, given
that it is not located at the forefront of NATO's block, as in the case of
Turkey, Greece, Italy and Germany, the Alliance's interests
-with respéct to Spain's Ground Forces would be more along the lines of mo-

dernization and incrementation of materials and not of its human effects.

3.15. The incorporation of forces to NATO and participation in international

manoeuvres.,.

In the commitment of forces which a nation engages upon with the Atlantic



19.

&

Alljance, the incorporation or subordination of these forces to NATO's
military command is classified according to the following categories:
" a) forces uﬁder NATO's command. |
b} forces "assigned!" to NATO.
c) forces Y"earmarked" for NATO.
d) national forces.

(See Annex VI on the nature of each type of vinculum}.

Each year, each unit's status of commitment to NATO's command may be recon-

sidered, confirming or varying this status.

The units under NATO's command or assigned to NATO must maintain the standards
of preparation preconized by NATO's military command, and their level of pre-
paration, to be evaluated through a ¢  given series of tests,
must be reported in the annual Defense Planning Questionnaires (DPQ). This
requires a certain level of training and maintenance expenditures which

could be more readily avoided if the nation should opt to not join

the Alljiance.

On the other hand the units must also participate in NATO's manoeuvres and
exercises with other allied nation's forces and this too would entail expen-

ditures.

The expenses incurred upon by the military personnel and forces which parti-
cipates in these manceuvres and exercises may be subdivided inte three types:
- National expenses, to be borne by each nation to support its national

forces. This iz the major expense which results from these manoeuvres
and exercises,

~ Bilateral expenses: to be borne by each country for the services and
supplies received from the country in which the manoeuvres and exerci-
ses take place{

- Comﬁon expenses: are a consequence of the international implications of
the integratioé of forces and are charged to NATO's international credits.
These would include, for example, the expenses incurred upon for the
use of computers, telecommunication systems, or any complementary civil

transportation resources.

These expenditures, of course, ought to be confronted with total
gsovereignty of decision, and in any case, it is up to each country to effectuate

its own expenditures ~in training, maintenance and manoeuvres.

Membership in NATO, nonetheless entails a greater obligation in this respect
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as these - costs become more difficult to avoid once a nation has
committed itself to prepare for the common defense.” Recently, there was
surprisge within NATO's circles when, for the first time in the history of
the Alliance, - . Belgium announced that it would not participate
in manoeuvres planned for the Mobile Force in Turkey

. even after héving committed itself to sending to these
manoeuvres a mirage squadron with the technical team needed to carry out

this operation.

3.17. Possibility of obtaining military aid and assistance from NATO.

Article 3 of the North Atlantic Treaty literally reads: "In order to guarantee
the most effective fulfillment of the objectives of this Treaty, the parts
concerned, . acting individually and jointly, conti-
nuously and effectively, through the development of their own resources and
lending each other mutual assitance, will maintain and augment their indi -
vidual and collective potential to resist armed attacks." The principle of
mutual assistance, in order to arrive at the necessary defense potential, is

thus set forth in general lines. And in consonance with this principle, during
the decade of the 530's the United States poured out millions of dol-
lars on European allied nations in order to accelerate their economic recupe -

‘ration and strengthen their defense resources,

Nowadays, however, the situation is véry different. Aid programs are usually
limited and, of course, the common planning of NATO's forces can not pretend
to establish a correlation between force objectives and the aid teo be granted
to those nations which can not reach them. If a country is not capable of
reaching the level of forces planned, its only alternative is to defer that
obligation. Nonetheless, a nation can claim economic difficulties in reaching
a desirable defense potential when requesting aid, and this is what Portugal
and Turkey have done. In these gpecific cases Germany and the United States
agreed to military aid programs for both countries. In the case of Portugal,
the aid pro*ided was — the fitting out of a Brigade, with expenses

borne by the United States and Germany, Which would be put under NATO's command.

In the case of Turkey, the nation has réceived preferential treatment from
both Germany and the United Statesj the United States with the recently
drafted Treaty for Economic and Defense Cooperation, and Germany with the
extension of the military aid program which expired towards the end of the
past year, pretend the economic recuperaticn and the strengthening of this
nation's defense potential, as it is situated in a key location not only with

respect to the Warsaw Pact but also in relation to the Middle East.

3.18. NATO, thereby, is an appropiate forum in which to seek economic and
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military assitance to improve common defense, but being aware of the fact
that this aid is ultimately granted through Government to Government bilate-
ral negotiations, in which the aiding country logically expects to be com -
pensated with the use of military bases, the sale or co-production of war
material from the aiding country or at least with having an underlying in-
fluence in the country because of the ties of economic and military depen -

dency derived from such aid.

Would the aid resulting from a bilateral treaty with the United States be
more profitable than that which could follow from adhering to NATO? We do
not believe so. First of all, it is well known that the aid received by

way of grants as a consequence of the Treaty with the United States is very
limited (it comes to less than 1% of the Spanish National Defense Budget

per year) which makes it to a certain extent irrelevant. The rest of the

aid received is in the way of loans, at average market interest rates, and to
be . invested in American prbducts. (See Annex VII on the aid received

from the present Spanish-American Treaty). It is unthinkable that the United
States, 5 in the midst of a period of economic crisis, could substan -
tially increase this aid in the future. Secondly, it would be compatible
with Spain's integration in NATO to negotiate tfeatigs with the United

States as well as with other allied nations. Therefore, membership in NATO
would allow the countrylto receive aid equivalent or superior to that derived

from an exclusive bilateral treaty with the United States.

It would also be possible to obtain from NATO whatever other nations may
“contribute to installation and improvement projects negotiated within the
context of NATO's "common infrastructure', as long as what ié received 1in
this respect is more than what Spain would have to contribute to the

whole. This has occurred in the cases of Greece and Turkey, nations which
have received from the infrastructure considérably more than what they have
had to contribute to finance this '"common infrastructure". These aspects

will be further analyzed in Section 5.

4, The neutrality option.

L.1. To enter into the "arena" of neutrality, it is necessary to start from
the premise of the rupture of the bilateral security relation which Spain
has maintained with the United States since 1953 which has, indirectly, aligned

Spain with the Western defense block.

The "Defense Treaty between the United States of America and Spain'", signed
on September 23, 1953, in its Article 1 reads: "In consonance with the

principles pacted in the Treaty relative to aid for mutual defense, the Govern
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ments of Spain and the United States esteem that the contingencies with
which most nations might be confronted, make it advisable for both nations
to maintain stable and friendly relations in support of those policies

3 . . .
which serve to strengthen Western defense. These policies include ...

in consequence with the above premises and in order to attain the accorded
objectives, the Government of Spain authorizes the Government of the United
"States e.s... to develop, maintain and utilize for military purposes,-togen
ther with the Spanish governmeﬁt, fhose zones and installations

in territories under Spanish jurisdiction which both nations' competent
authorities may deem necesarry for the fulfillment of the objectives of
this Treaty.!" The "Tieaty of Friendship and Cooperation between Spain and
The United States of America", ratified on January 24, 1976, in thé same
spirit as that of previous agreements states in Article V: "In recognition
of the fact that théir cooperation has sirengthened the Western worlde...,
a defense relation is established between the United States and Spaine...
will seek, through this defense relation to reinforce even further their own

security and that of the Western worldrx..... To implement the objectives of

the present Treaty the United States will be able to use specific military
facilities within Spanish territory...." emphasizing in Article VI: "Given
that the use of the facilities mentioned in Article V will contribute to

Western defense . .... this defense relation.....(will be adjusted to harmonize)

eecees With the security arrangements already in effect in the North Atlantic
1l ' :
arca.

It must also be taken into account, even though the pact does not reflect
this, that the military bases being utilized by the United States in
Spain are situated in a key logistic position of access to the Middle East,

a critical area for American interests,

4;2. The above = together with the multiple Spanish-American economic ties
through multinational firms - is highly significant and must be taken into
account when considering the alternative of neutrality, as this would entail
depriving Western defense of the Spanish territories which for almost decades
have been more or less at the complete disposition of American strategy for
Western European defense. We emphasize the importance of this premise because.
if Spain should decide to adopt a position of neutrality with respect to the
two blocks which confront each other in Europe, it would obviously not be

able to count on the United States' éoodwiil and this definitely conditions

the type of neutrality Spain should take upe.

Europe now has seven neutral nations: Sweden, Finland, Switzerland, Austria,
Yugoslavia, Albania and Ireland. The last two are countries marginally si-

tuated and with little specific weight within the consortium of nations.

wITe underlining is ours.
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Out of the five remaining nations, Finland and. Austria are "neutralized”-
nations, with the implications this signifies with respect to national
sovereignty and independence. Yugoslavia is a communist autocracy, in a
tolerated heterodoxical situation, which dedicates over 5% of its GNP

to national defense, thus maintaining a peculiar and expensive neutrality,
~and which is very likely, once Tito, its key figure disappears, to loose
this neutrality or to join the strip of "neutralized" countries which se-

. from
parates in BEurope the Western ' the Eastern blocks.

The two remaining nations, Sweden and Switzerland, are the ones which
maintain a fully sovereign and traditional neutralism based on national cha-
racteristics which ought to be pointed out:

~ a traditionally stable democratic system of government.

- a high "per capita' income: Switzerland 13.800 dollars and Sweden 10.500,
"which puts both nations among the first four nations of the world in this
respect.

- a high indus£r1a1 development.

-~ an outstanding defense effort: Switzerland dedicates 292 deollar per ci~-
_tiZen and Sweden 400, whereas Spain barely surpasses 100 dollars.

- a greét reaction capacity for the nation's defense: Switzerland can

mobilize 10% of its population in 48 hours and Sweden 9% in 72 hours.

4.3. Spain, which has been neutral since the beginning of the present
century, can not be denied the right to opt for a position of neutrality,

which would be as much as denying its sovéreignty and independence, but

if it should choose this alternative it would loose the . .. . .. sup-
port of the United States' superpower and possibly displease the most
important Western European nations, - . leaving it in an

uncomfortable position. This neutrality would have to be motivated by the
anticipation of important poiitical and economic advantages, based on a
strong national feeling, proud and committed, dissuasive of possible unsta-
bilizing foreign interférences, and thus neceséarily an armed neutrality,

with great strength and organization to make the attitude adopted believable.

This armed neutrality, in order to be qualified as'suchg would have to take
the form of an effective national defense organization which would make
possible the mobilization of 10% of its population within 48 to 72 hours:
and with a system of instruction which would maintain the three and a half
million Spanish citizens first to be mobilized adequately trained.

This organizétion must be complemented with a perfected . " system

of civil defense and of general economic mobilization for defense.

On the other hand, a neutrality supplied with foreign war material will

be.
alwaysipotentially subjected to restrictions in the supply of spare parts
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and stock in general. Hence, in order to overcome this dependency the
nation would have to undertake the development of its defense industries

so as to make itself self-sufficient for the greater part of.the war mate-
rials it requires. As the increasing complexity of armaments makes multi -
ﬁational cooperation and co-production advisable in order to facilitate the
financing of the high costs involved in researching, developing and produc-
ing these systems, the neutrality position would make it neéessary to engage
in very costly and long-range investments in order to develop independently
the nation's war industry. Thus, it is doubtful that Spain, which due to
its geographic position requires considerable naval and air forces in order
to guarantee its defense, would be able to supply itself with the basic com-

bat resources needed to maintain armed forces suited for neutrality without

incurring upon important economic efforts.

Consequently, from the economic point of view, which is what concerns this
study, it must be deduced that an armed neutrality would be a costly alter-
native, undoubtedly more costly than the selection of the defense model of
integration in NATO's security system, which, as we have seen, would not re-
quire defense expenditures greater than those being presently borne as a

result of Spain's bilateral security relation with the United States.

N



5« The optimal. economic determination of adhering or not to NATO.

5.1. . A procedure to illustrate the economic impact of Spain's potential
incorporation to NATO is the classic cost/benefit analysis, which compares
the advantages (benefits) and disadvantages {costs) which the position of
entering NATO would have for Spain in relation with those of not entering.
Through this prOCedure, only those elements which vary from the position of

entering NATO to the position of not entering NATO are analyzed, which is

a serious limitation when dealing with complex and changing circumstances.

In this case, the pertinent comparison would be between

1) Spain does not adhere to NATO

1.1. Advantages/Benefits 1.2, Disadvantages/Costs

- . « Increasing costs not shared

with other members of the

Alliance.
2) Spain adheres to NATO
2.1. Advantages/Benefits ~ 2.2. Disadvantages/Costs

. Receives military and ' . Contribution to the civil
industrial technology ' . budget.

. Provides.additional . + Contribution to the military
employment to the natio . budget.
nal industry (shadow wages) . Additional contribution to in-

« Receives infrastructural frastructural programs.

facilities.

The economic benefits (social point of view) of adhering to NATO are the sum
of 2.1 + 1.2, and the costs the sum of 2.2 + l.1l. Estimating the latter at,
for example, US$ 30 million/year at 1979 fixed ¢, the economic benefits or
savings of US$ 4.5 millions/year already justify adherence to NATQO from the-
social point of view of generating a rate of profit of 15%, which is the
social opportunity cost for capital in Spain: lower rates do not justify pu-
blic expenditure, while higher rates would require their augmentation. The
annual benefits mentioned (US$ 4.5 millions = 320 million ptas.) can and
should be obtained together with an absorption of technology and the genera-
tion of employment, the two most obvious sources of profit which must not

be allowed to go to waste. By way of summary, it must be pointed out that
it is highly unlikely that tﬁe possible adherence to NATO will not generate
greater benefits than economic costs (social point of view)j; what's more,

it would be a fundamental step which the Spanish governmeni should take, if
it be the case, by availing itself of the occassion to increase employment

and absorb technology.



5¢2. The procedure here exposed-is, of course, very elementary and useful

to reach decisions more limited in scope (tl select, for example, between

two types of battle vehicles) but not for strategic decision of the order

of incorporating tb NATO or not, requiring a detailed survey and perspective
of the evolution of NATO - which is today difficult if not impossible - in
order to prdject with accuracy the evolution of the costs and benefits involved
in adhering or not. In essence, we do not believe that the results presented
will be determinative for the decision of whether or not .to join NATO, because
cost/benefit methods are hardly ever employed in decisions made by the Spanish
Administration, even when the guantities concerned are far superior than

those involved in the present case, and of much less political significance.
We rather believe that what is at issue with regards to.the decision of ad-:
hering or not to NATO is the determination of under what conditions this de-

cision will be reached, so that what is determined is not so much the adher -

ence in itself but a defense strateqy. As in the case of the cost-benefit

procedure, several of the decisions to be made on security matters are inde-
pendent of Spain's adherence to NATO or not: the defense effort is global

and a result of national strategy; the defense function will become more and
more intensive in its requirements of technology and physical capital, while
the need for human capital decreases; the greater technological intensity
"will affect not only physical capital, which is becoming increasing complex,
but also human capital which must be educated to a greater level. More sig-
nificantly, the economic differences ‘invelved in the decision of incorporating
or not to NATO are net strategic differences but only of degree; specializa -
tion or not of the forces; rate of technological adaptation; technical assis-
tance. Thus, the cost-efficiency method should be utilized taking into ac -
count economic and technological factors grouped under five categories:

- area of exogenous stimuli (security threats, 'reccommendations" from NATO) ;
- area of technological resources;

~ area of human resources;j

- area of physical resources (particularly energy){

- area of financial resources.

The methodology should begin by tackling the whole security strategy in the

form of a '"tree of relevance', with political weights for each sub-objective.
What is at stake is to assure the best possible use of the instruments avail-
able-to the State with any defense strategy, so as to be able to measure for
each combination of political weights and availables instruments, the assign-

ment of those instruments which will make possible the achievement of the

greatest possible number of political objectives.

This methodology, outlines in Annex VII, has the following advantages:

» The "tree of relevance!" includes all the technological and economic factors



which must be‘considered in order to reach a rational decision on national
security. : o -
Each one of the sub-objectives of each line of the "tree of relevance" may
be analyzed by the pelitical authorities at each given moment; by definition,
the sum of all these analyses es equal to 1l.. B

« The efficiency indicators for each sub-objective may be based on historical

experiences.,

. Annex VIII summarizes all the necessary phases of the algorithm'for optimal

determination.

5.3. From this point of view, the relevant question is how to organize the
interaction between security objectives and economic objectives. The reac-
tion capacity of the industry and service sectors to the demand for defense
goods and services; the capacity to readapt to new demands in quantity and
quality; and the effective reduction of risks in the security system, these
all constitute issues which have been studied in other countries™ and which
should be studied in Spain. The real economic significance of Spain's incor-
poration or not into NATO essentially depends on how the defense function is
developed in Spain and on how the Spanish network of industries and services

"is organized in relation to security matters.

¥ Measuring Industrial Adequacy for a Surge in Military Demand: An Input -

Output Approach, The Rand Corporation, R-2281-AF, September, 1978. Also,

Defense Industrial Planning for a Surge in Military Demand,—The Rand Cor-

poration, R-2360-AF, September 1978.
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5.4, One final commentary on the multiplying impact. It is usually argued,
as one of the reasons which justifies Defense expenditures in general, and
the adherence to NATO in particular, that investments made on defense mate~
rials and inffastructure, can have a multiplying impact on the economy, as
occurred in the United States and France. This is not the place to develop
this important subject, but two factors should be pointed out. First of all,
as may be gathered from statistics for 27 European nations since 1967, there
appears to be no close correlation between the level of development and natio-
nal defense expenditures, even though the relation defense expenditure/GDP is
generally lower fof developing countries (developed) as is also the case with
respect to other typical governmental expenses (education, transportation in-
frastructure): With the exception of the USA and the USSR, the average ratio
for defense expenditures/GDP is 2.9% and 2.5%,‘excluding as well opposite
nations with latent with latent disputes such as Yugoslavia, East Germany,
Greece and Turkey. From this point of view, Spain's defense expenditures
(1.8% of its GDP) could be even higher given its GDP, in comparison with most
European countries. . Secondly, if this expenditure can be augmented in Spain,
it should be done so through invesiments and not through current expenditures

(retributions to personnel), as has been occurring over the past few years.

Year 1970 1975 1980 (e)
% Investment in defense/GDP . .23 37 .50
Source: Ministry of the Economy, 1980 e=estimation

This investment which in itself could come to 1.2% or 1.3% of the GDP towards
the end of the 90's, should assimilate the technology develop so as to take
advantage of the obvious technological economies of the defense function.

The approach presented herein confirms our previous conclusion that what is
at issue is not so much Spain's adherence or not to NATO, but rather the
techﬂological reconversion of Spanish defense functions within a national

strategy.



ANNEX I

NATO'S STRUCTURE



)MMITTEESCO&‘HTES DE:

Political
4ffairs

ffconomic
Affairs

Defense
Review

Nuclear
PDefense

Infrastruc -
ture

Armaments
Directors

Telecom-
municationsg

Budget

Science

P mergency
Civil Plan-
ning
“hallenges
f Modern
Society

CIVIL AND MILITARY STRUCTURE
: 11
. ’ & X R e R PG T I I
THE ATLANTIC g CONSEJO ATLANTICO § ,’I /
** COUNCIL AND THE §  ~omiTe DE /)
DEFENSE PLANNINGH 2
commrrree WaaRSDEilnd
I ¥ _
i/
g /7 ] |
SECRETARY ¥ SECRETARIO 1/ COMITE MILITARY |
ASUNTOS GENERAL GENERAL /1 MILITAR COMMITTEE
POLITICOS International E SECRETARIADO I, ' ESTA::E'TAA:AYOR International
Staff ablniaiasiea s 7 snTERNACIOoNAr § Military .. {
ASUNTOS /; Stafi
ECONOMICOS 1/ .
FXAMN :“ COMMANDS: i |
oiieven o 11 MANDOS: !
§:;f /1o &y ' %i
DIFENSA (51\ /s ,.3'51: ‘Atlgntic | aTLANTICO Lo
NUCLEAR ) U,’/:;fé, Saqlant § SACLANT
ﬁ'g 17 <5 L,
NN
NE 1 S b
INFRAESTRUC- g O = %] Ly
TURA : A.,Q?/I O A .
Sl E S '
DIRECTORES Yy III§§ Eurépe _ EUROPA .' i
ARMd:M[NTD I’l’ -§ Sacdur SACEUR
/ ¥
TELECOMUNI= 1/ o
CACIONES 1; i
”I '
z . te
/; La Mani:ha Chan-. CANALde bIARMNCHA
PRESUPULSTO / ne .
' (,’ ‘Cinchan CINCHAN H
I ¥ N
1y '
CEIENCIAS I; 1'
¥ |i
!y -
PLANES CIVILES ,‘;’ Canada - U.8S. CANA DA-—!.E.U.U.ﬁg
de Regional Plannin GRUPO dePLANIFi-
URGENCIA Ii,l & Group & CACION prGloMALl
iy - ..
DESAFIOS de Ly *
lo SOCIEDAD l’I ,
MODERNA 2 :
/ !




oMMITTEESCORUTES BE.

Political
Affairs

"Economic
Affairs

Defense
Review

Nuclear
Defense

Infrastruc -
ture

Armaments
Directors

Telecom-
munications

Budget

Science

Civil Emer-

gency Plan-
ning

Challenges
f Modern
Society

CIVIL AND MILITARY STRUCTURE
! 'S
ESTRUCTURA CIVILy MILITAR
. ' . ¥ .
THE ATLANTIC ,”
COUNCIL AND THE | I,I
DEFENSE PLANNING i .
commrrres  [BARERS2RRCAl N |
" 1y
i i/
C 'y
ONTOS SECRETARY SECRETARIO /7 COMITE MILITARY ¥
A URTO GENERAL GENERAL Y MILITAR _ § COMMITTEE
PoLiTicos International [ Stcretamiavo [ 7, £57A00 _ MAYOR fi Internationgl
MALIT r :
Staff st 1 1 [ InTERNACIONAL Military. ...
ASUNTOS 'y, Staff 3
ECONOPICOS : ,Il ;;
/ E
17 ‘ :
EXAMEN o ‘III ' COMMANDS:
DEFENSA ty I;I MANDROS:
5L 1 o | :
DEFENSA é"e /1 ] i “Atldintic 1 arLanTIcO i
NUCLEAR Q‘?OII/,‘:J g Sadlant | SACLANT i
COQ- O s
SEEENS i
INFRAESTRUC- Q’(’}' lr 5 % {
' N ST & l;
TURA SO @
O% /) 3 A ;
w1, &5 :
DIRECTORES “’/I uc? QC' Eurépe EUROPA 5
de
ARMAMENTO _ III § SaCﬁur SACEUR
of ~ L
TELECOMUNI- I, : -t‘
CACIONES 'y ;
Iy P
¥ o :
l; L.a Mancha Chan-. CANALG WAAMCHA §
PRESUPUESTO 17 nel  CINCHAN
/s Cinchan
1y l
'y i
CIENCIAS 1) i
‘4 |
i 1y :
PLANES CIVILES ,’” Canada - U.S. CANADA=E.EU.U.}
do Regional Plannin GRUPO e PLANIF - |
URGENCIA ,I,’ & Group £ CACION  REGIGONALY
0y i
DESAFIOS de {, ;
la SOCIEDAD ,’l e
MODERNA p /
, r




ety Theme
o can o

F N T P N

MILIFARY STRUCTURE %
CIVIL STRUCTURE EM Tl ﬂ

DT T

RECL L W
3
.

PSRN

et b

aap

A Y R e

IR 1r W R L RO

et 7

k)
&
L
}
]
8
! .
i
i

g

Tt

ct el ey



ANNEX II

NATO'S AGENCIES




Civilian Agencies:

Central Europe Pipeline System (CEPS).

NATO Air Defence Ground Environment Organization (NADGE).

NATO Hawk Production and Logistics Organization (NHPLO).

NATO Maintenance and Supply Organization (NAMSO) .

NATO Multi-Role Combat Aircraft Development and Production Management
Organization (NAMMO).

.NATO Integrated Communications System Organization (NICS0).

NATO Advanced Air Alarm Program Management Agency (NAPMA) being
organized for the development of the AWACS System,

Military Agencies:

Alljed Communications Security Agency (ACSA).

Allied Long Lines Agency (ALLA).

Allied Naval Communications Agency (ANCA).

Allied Tactical Communications Agency (ATCA).

Allied Radio Frequency Agency (ARFA).

Advisory Group for Aerospace Research and Development (AGARD).
Military Agency for Standardization (MAS).

NATO Defence, College (NDC). - ' *
SACLANT Anti~submarine Warfare Research Centre {SACLANTCEN).
SHAPE Technical Centre (STC). .
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ANNEX 3
NATO AGENCIES
CIVILIAN AGENCIES

Central Europe Pipeline System (CEPS)
Established in 1957 for the multi-national control of the .

- operation and maintenance of the integrated military -~ipe-

line network in Central Europe, this Organization has eight

“member nations, Is responsible to the Council. Located at

Versailles, France,

NATO Air Defence Ground Environment Organization
(NADGE}

Established in 1965, this Organization completed in August
1973 the implementation of the NADGE Improvement Pilan.
The system provides for NaT0 Europe a single integrated

- semi-automatic  Air Defence System, stretching from

Northern Norway to Eastern Turkey, capable of providing -

~ continuous early warning and tracking of hostile aircralt
"~ and missiles, and enabling retaliatory action to be taken

through computerized air defence centres. This Organiza-
tion has completed. its mission and was disbanded at the

end of 1975, £
Responsibility for maintaining the NADGE System has

“been transferred to the Nato Air Defence Electronic En-

vironment Committee (NADEEC), which was established in
July 1972. This body is directly responsible to the Council
and islocated in Brussels,

» NATQ Hawk Production and Logistics Organization

(NHPLO)

Established in 1959 to supervise the multi-national preduc-
tion of the HAWK surface-to-air missile system in Europe,
this Organization has started on a European Limited Im-
provement Programme. Seven nations participate. Is re-
sponsible to thg Council. Located at Rueil-Malmaison,
France,
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NATO Maintenance and Supply Organization (NAMSO)
Established in 1958, this Organization supplics spare parts
and logistic support for a number of jointly-used weapon
systems or equipments, cspecially missiles and electronic
systems. All nations except Iceland are members, Is Te-
sponsible to the Council. Located in Luxembourg.

NATO Multi-Role Combat Aircraft Development and
Production Management Organization (NAMMO)
Established in 1969 by the NaTo Council to supervise the
devclopment and production of the MrcA project. NAMMO
is an inter-governmental body supported by Germany, Italy
and the United Kingdom, and is located in Munich, Fed-
eral Republic of Germany.

NATO Integrated Communications S}stem Orgam,varton
(NICSO)

Established in 1971 to supervise the planning and manage-
ment of the NATo Integrated Communications System
(n1cs). This system will comprise the majority of NATO's
existing communications (including the nato Satellite
Communications System) and will involve the creation of
new and improved networks for common use by all ele-
ments of the Alliance. Is respoasible to the Council
Located in Brussels,

MILITARY AGENCIES

Allied Communications Security Agency (ACSA)

Advises on all matters relating to communications sccunty
Located in Brussels.

Allied Long Lines Agency (ALLA)

Created in 1951, this Agency provides the focal point
within NATO for the formulation of policies and plans to
meet the Jong lines requirements of xato, Is responsible to
the Military Committee. Located in Brussels.
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Allied Naval Communications Agency (ANCA)
Established in 1951 to meet requirements of the Major
waT0o Commanders for adequate and reliable commurnica-

_tions for maritime operations. Located in London.

Allied Tactical Communications Agency (ATCA)

Established in 1972, this Agency supports the Military
Committee, the Major NATo Commanders and Nations, by
formulating policy, requirements and procedures in the
field of tactical communications for land and air opera-
tions. The Agency cffects liaison with the Allied Naval

" Communications Agency (ANcA) when considering joint

operations in which naval or maritime air forces are in-
volved. The ATcA Secretariat is located in Brussels.

Allied Radio Frequency Agency(ARFA)

Formed in 1951 for the establishment of policies con-
cerned with the management of the military use of the
radio frequency spectrum, The Agency also provides en-
gineering assistance to all nations and Nato Commands in

_ the sclection of suitable radio frequencics. Located in

Brussels.

Advisory Group for Aerospace Rcsea:rch and Development
(AGA RD)

Created in 1952, Brings together aerospace scientists from
NATO nations for exchange of techpical information and
co-operation in rescarch and development. Provides scien-
tific and technical advice to the Military Committee, other
NATO bodies and to member nations in the aerospace ficld.
Is responsible to the Military Committee. Located in
Neuilly-sur-Seine, France.

Military Agericy for Standardization (M AS)

Set up in 1951 to fostersmilitary standardization with the
aim of enabling naTo forces to operate together in the most
c{ective manner. Consists of representatives of all partici-
pating nations and is served by an international stafl.
Chairman, Mas, is the sole promulgating authority for all
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standardization agreements and is responsible directly to
the Military Committee. Located in Brussels.

NATO Defence College (NDC)

Founded in 1951 for the training of officials, civilian or
military, who will serve in kcy posts in NATO organizations,
or in national ministries. Is responsible to the Military
Committee, Located in Rome.

SACLANT Anti-submarine Warfare Research Centre
(SACLANTCEN)

Created in 1962 for rescarch into submarine detection and
oceanographic problems. Is responsible to SACLANT.
Located in La Spezia, Italy.

SHAPE Technical Centre (STC)

Created in 1960, this Centre provides scientific and tech-
nical advice to the Supreme Allied Commander Europe. Is
responmble to SACEUR. Located in The Hague.
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NATO

AGencies in which France participates: \

NATO Air Defence Ground Environment Organization, with a lay out which
extends from the North of Norway to the far Eastern borders of Turkéy.
Central Europe Pipiline System (CEPS), in - Versailles (France).

NATO Hawk Production and Logistics Organization (NHPLO), in Rueil-Mal-
maison (France). ,

NATO Maintenance and Supply Organization (NAMSO), in Luxembourg.
Allied Communications Security Agency (ACSA), in Brussels.

Allied Long Lines Agency (ALLA}, in Brussels. ‘

Allied Radio Frequency Adency (ARFA), in Brussels.

Advisory Group for Aerospace Research and Development (AGARD), in
Neuilly (France). 7

Military Agency for Standardization (MAS), in Brussels.

SACLANT Anti-submarine Warfare Research Centre (SACLAﬁTEN) in

‘Spezia, (Ital&). o
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 COST SHARING FORMULAS

CURRENT .

PAST
i SLICES | -yl Vill-XI XXy XVI-XXV XXVI-XX¥o*e XXX
COST SHARING APPROVED IN
JUNE FEB FEB JAN SEPT MAY MAY MAY DEC DEC
1850 1550° 1957 1961 1565** |- 1836 1975 1475 1475 1979%** 1973°°
COUNTRY NORMAL"**{ NORMAL"* | SPECIAL®"* : :
% % % % % % % % % % %
BELGIUM 13.18 5.462 §.39 1.24 451 5.30 55520 | 48215 |  5.5520 55912 |  4.82%
CANADA - 6.021 6.15 5.51 548 6.31 6.3132 54325 .12 6.3578 5.504
DENMARK- - 2761 | - 2683 2.8 3.07 3.54 3.7012 a2z | o302 313 00
FRANCE £5.46 15.041 11.87 12,00 13.16 - R I <A L - - C13212
GERMANY - L - 13.72 20.00 21.86 © 25.18 26.3585 22,6502 26.3585 26.5446 21.353
GREIECE - 0.750 0.87 0.57 0.65 0.7 | - 07332 0.6888 0.7932 0.7932 0.658
ITALY - - 5.681 5.61 5.97 6.58 7.58 1933 | smem | 7.9313 1.9973 6.605
LUXEMBOURG 0.45 0.155 0.17 0.17 0.18 0.20 §.2115 0.1637 0.2115 02130 0.176
NETHERLANDS 13.64 3.889 3.51 3.83 .23 4.87 5.1026 84312 5.1026 5.1386 4250
NORWAY - 2.283 219 2.3 2.59. 2.98 ing 27092 KRALET) 21407 2599
PORTUGAL - 0.146 0.28 0.28 0.30 0.35 0.3701 03214 (. 0.3/ 02011 0201
TURKEY - 1371 1.7 1.0 1.10 1.26 1.3238 10897 | - 0.3045 0.802
UNITED KINGDOM an 12.758 9.88 10.50 10.42 12.00 11.855 10.4167 11.8950 12.0787 10,460
UNITED STATES - 43.679 36.98 30.85 %.71 29.67 71.2218 23.6452 28.5517 27.4200 25873
TOTAL 100.00 100.000 100.00 100.00 100.00 100.00 100.0000 | 100.0000 | 100.0000 150.0000 100.609

*THIS FORMULA REPLACES THE SHARES PREVIOUSLY APPLIED IN SLICES 11, I, IvVa, AND IVb TO VII,

**WITH FRANCE

***WITHOUT FRANCE : _
****INCLUSION OF US SPECIAL PROGRAM REDUCES US SHARE Y0 21.56% -
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- DECEMBER 79
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' STATUS OF IN F?%Aﬁ”ﬁ’ﬁu

CTURE AUT H@REM’W@N%
BY CATEGORY ($000)

AUTHORIZATIONS DURING

U.S. SHARE DURING

FY 79 FY €0 FY 81- Fr o FY 80 FY 81
ACTUAL £t (ESD ACTUAL (EST) (EST)
) (2 {3) {4) {5 (B}
BY CATEGORY 95,562 154,370 293 4C5 22848 43518 7447
AIRFIELDS 87,650 66,283 129,404 23,050 22,244 42,795 .
COMMUNICATIONS 15,225 108,354 186,177 21008 28,200 39,840
WAR HQS 41,401 36,106 50,794 11,323 . 11,893 16,578
POL FACILITIES 35,365 32473 80,321 " 983 10,767 23,103
%AVAL (FLEET) FACS 48511 55,260 116,344 13,559 14825 30,435
WARNING INSTALLATIONS 5,431 6,957 11,204 1,759 2,301 3,000
TRAINING INST 21850 16,461 29,689 " 5976 358 8,485 ~
SAN SITES . 863 8,365 - 5177 2,143 -
S5IA SITES — - — - —_ —_
s/ - - - - - -
FORWARD ST STS/MISC , 89390 | 154603 193,680 24 844 33914 40,213
SPECIAL INTEREST PROJECTS 32,484 33,510 44,048 8,984 9,213 . 12,100
CURRENCY ADJUSTMENT 3,225 - - 10,602 - —
REINFORCEMENT SUP, CAT. - 1,669 1,825 - 464 500
- TOTAL 578,428 676,416 1,096,892 168,426 183,200 295,000
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ANNUAL INFRASTRUCTURE AUTHORIZATION AND -

FISCAL 1$ IN THOUSANDS)

YEAR REQUESTED AUTHORIZED -

1968 $60,000 $60,000

1969 55,000 55,000

" 1970 50,000 (auth.) 50,000

50,000 {approp.)

1971 50,000 {auth.) 41,500
42,050 {approp.)

1972 20,000 {avthl) 15,000
20,000 {epprop.)

1973 58,000 {auth.) 58,000
38,000 (approp.) ‘

1974  BO,000{auth) 20,000
40,000 tapprop.) ~

1975 88,000 (auth) . £4,000
£3,000 (approp.).

1976  80C00(authd- ", 80,000
76,000 (oppropt o

19767 26,00 {auth,) 20,000
20,000 (approp.}

1877 80,000 {auth.} 80,000
76,000 {approp.)

1878 85,000 (auth.} 85,000
81,000 {approp.)

1979 £3,000 {auth.} 166,300
70,000 (approp.)

1880 158,000 {auth.} 185,000

{approp.)
1931 300,000 (auth.) -—
“lapprop.}

NOTE:

APPROPRIATED -

£37,500
47,000
34,000
33,500
14,000
38,000
40,000
69,000
71,000
20,000
76,000 ..
81,000

173,000

150,000

APPROPRIATION REQUESTS VERSUS OBLIGATIONS

02LIGATED

' $30,558
44,304
28,241

; 56,057
.44.085
74,505
87,364
55,567
.71;050
43,388
90,630

85,728

158,428

183,200 {est.)

295,000 {oat.)

Ettective with the 1979 legislation, NATO Infrastructure was transferred from the U.S. Army Militery
Censtruction Program to the Defense Agencies, Military Construction Program.
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APPROIBRATE TIME REGUIRED TO DEVELGP AND ,‘
PROGRARM EACH INFRASTRUCTURE ARNUAL SLICE PROGRAM

SUMMER - E WINTER } SPRING - g FALL - }

FALL ! } - SURRIER ! WIKTER ; SUNMIMER
2l | S
- ! R

Retm&:;t{mg : : Me S

o liprgee | 1 -

Pl

propsay o ! Reviced  Recommenda L
MNC e “’m‘r“‘:‘;’ MSC m MNC Lﬂmb MDs m& MAC Pfg:% s | PG =

. g Program | dated 1 Approval

1 S Programs i '

l | | |

| 1 |

1 | N

| _! [

" MING - Major NATO Commanders (SACEUR, SACLANT)
MSC - Major Subercinate {to MNC) Commanders

MC - NATO Miftary Commitize
DPC - Defensa Panring Comimitiee (NAC without France)

1t

. SPRING -




RATO INFRASTRUCTURE PR

HOST EBUHTR‘{ RESPSNS!BLE FOR)

» PROVISICH GOF LAND
e PROVICIGN OF ACCESS ROADS .
o PROVISIGN OF UTILITIES COMNECTIONS _
- o BEGIGH AND PREPARATION OF SPECIRCATICNS ARD
CGST ESTHIATES |
o SUBRNEGION OF PLANS TO RATO PAYIAENTS AND

PROCGRESS COMRAITTEE FOR APPRCOVAL AND FURD
AUTHEHIZATION

o COMSTRUCTIGN OF PROJECT AS AUTHORIZED AND iG |

REGQUIRED STAKDARDS

e SUBRiISSION OF COST ACCOUNTING FGR NATO AUBiT:

0JECTS —
CORSTRUCTION AND PAVNENT. .

*COST_PAID BY

HOST
" HOST
© HOST
HATO
' NATD
- RATO
. NATG

*Costs paid by host country are esﬂmated to average abuut 13% uf costs paid by

~ NATO common funding.
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MATC EE‘@W@%&TR&EN@RE *

IMPLERTENTATION AND BUDGETARY Ei‘%ﬁﬁm

- BPC

APPROVES

PROGRAM

(SLICE)

DPC

HOST
NATION

NET
PP 5! BD oF.

CRMTE

P&P |-N| HOST

CMTE [ RATION

REVIEWS,

SUBMITS . REVIEWS,  BUILDS - AUDITS
PLAMS & - APPROVES, |  ACCEPTS |
COSTS FOR  FURDS “
PROJECT  PROJECT
— DEFERSE PLANRING COMMITEE ~ ~
P & P CMTE — PAYRENTS AND PROGRESS CORSMITTEE g
I
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NATO INFRASTRUCTURE CORTMITTEES AND
HITERRATIORIAL STAFF DIRECTORATE

SECRETARY | e DEFENSE PLANNING
GELERAL | COLAMITTEE
£SG . STANDING COMRITTEES
‘ Pﬁﬁg}é—m—j@iﬁé . o ) ) -—.._..,..,......_, e _‘__._., -
ogismes | r | L
IRFRASTRUGTURE | INFRASTRUCTURE PAYLIENTS & PROGRESS
é | BEVIEWS PROGRARIS AUTHORIZES FULD
| PROPOSED BY RATO | | COLLATRACHTS ON
WFRASTRUCTURE | MILITARY AUTHORIT- ROST RATIONS RE-
DIRECTORATE | IES. DEELS GITH | QUEST. APPLIES
| i - | ELIGIBILITY RULES RULES OF BUDGET-
1 | FOR BUDGETALY CON- ARY CONTROL. RE-
EIMANCIAL ——— TROL ARID OTHER | WEWS FRIAKIGIAL
e Eliiiu ' , AR IO
FINAIR LI Litiult POLICY MATTERS., - DATA. AUTHORIZES
STAFF STAFF | - | PAVLIENTS.
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ANNEX IV

"PER CAPITA" DEFENSE EXPENDITURES IN
RELATION TO THE
GDP.



L.

"Per capita' Defense Expenditures
Gastos de Defensa "per cépita" (1)

(en délares)'
(in dollars)

1972 1973 1974 1975 1976 1977.1978 1979

Alemania“ 146 215 226 260 242 274 347 396
(Germany) , r
%ﬁiﬁéﬁin) 104 139 _.153 185 204 246 31? 363
Dinamarca 97 125 143 184 168 213 258 303
(Denmark) ' o
Francia 142 189 175 233 241 224 285 349 ..
(France) ‘ : :
Gran Bretana 141 161 176 184 190 210 252 314
- (Great Britain). '
" Grecia 65 74 90 144 - 138 119 i63 -
Greece) : : '
Holanda 117 157 179 215 205 269 309 338
(Holland) .
- Itali 68 75 75 . 76 68 90 109 124
’ (Italy? : . . ‘
Luxemburgo ‘ 34 49 50 61 . 68 80 102 116
{Luxembourg) . L
Noruega 127 169 187 223 223 280" 308 347
{Norway) :
Pprtugal o 65 80 91 95 85 48 55 60
Portugal)
Turquia o 19 23 30 55 70 58 47 58
(Turkey) : : .
Espafia 32 40 51 62 69 79 85 124
(Spain) o : ‘

(1) Origen: "Balance Militar" del Instituto de Estudios Estratégicos

'de Londres.
(Source: '""Military Balance', Institute of Strategic Studies in London).
Las cifras espanolas estdn incrementadas en un 25 % para aproxi-

marlas a la definicidn OTAN de "gasto de defensa".
(The figures for Spain have been augmented by 25% in order to make them com-
parable to NATO!'s definition of 'defense expenditures".)
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Abreviaturas

(Abbreviations

Alemania(Germany)

Bé&lgica (Belgium)
Dinamarca (Denmark)
Francia (France)

Gran Bretana(Great Britain)
Grecia(Greece)

Holanda (Holland)

)
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——

Italia(Italy)

Luxemburgo {Luxembourg)

Noruega (Norway)

Portugal(Portugal)
Turquia(Turkey)
Espana (Spain)
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COMPARISON OF DEFENSE EXPENDITURES (1976-1979) .
. COMPARACION DE GASTOS DE DEFENSA 1976-1979

; Country Mllhons $ Per ca]?ita $ % hserEpenses % of GNP
! Pafs Millones § Per capita gubernamentales {a) % delPNBD,
: 1976 1977 1978 1919 1976 1977 1978 1979 1976 1977 1978« 1979 1975 1976 1977 1978
-Warsaw Pact .
_ L Pacto de Varsovia (c) i
Bulgariag Bulgaria =~ 438 408 438 sd 50 46 .66 1d. $3° 52 51 sd 27 24 25 sd
Checoslovakia Checaslovaquia - 1.805 2437 | 2324 2424 121 162 153 159 70 1.3 7.1 7,1 38 19 4,1 1.8
East Germany Alemania Este 2.129 4.038 4,238 4,447 158 241 253 268 7.8 8,9 5,9 8.8 35 5,7 58 5,8¢
Hungary . Hungtfa « 551 715 808 s.d 52 67 76 sd 36, 316 3,7 sd. 2.4 2,5 24 4
Poland Polonia . 2.252 3.098 3335 3496 66 89 95 99 74 6.5 7.1 6,1 3.1 3,0 2.8 30
Fumania Rumania - 759 1.123 1.263 1.259 35 52 58 57 4.0 4.0 39 "3s 1.7 1,7 1.7 1,7
Soviet Urj‘lon Union Soviética (d) 127.000 133.000 148.000 s.d 492 508 574 sd. sd . s s. s.d. 11-139 . i-14 o
i - ———
NATO | OTAN (e) . | .
Belg ium | Bélgica’ 2.013 2.444 3.143 . 3636 204 246 315 363 10,2, 83 92. 9.2 3,0 30 3.1 35
great Brﬁtaln Gran Bretafla 10,734 11.722 14090 17.572 190 210 252 314 110 12,7 105 11,5 49 5.2 50 47
anada Canada 3.231 3.617 3.692 3.151 140 155 156 157 . 10,0 - 8.8 8.8 8,6 2.2 1.8 1,8 1,8
Denmark Dinamarea {f) 861 1.084 . 1.317 1.559 168 213 258 303 1.4 7.2 7,2 7.4 2,2 2.5 23 24K
France | Francia 12.857 11.880 15.225 '13.776 241 224 285 349 206 : 16,3 170 175 3.9 3,7 1,2 33
.we t Gedmany Alemania Occidental(1) 15220 16.814 21366 24.391 242 274 347 396 235 235 229 223 37 35 34 34
ece Grecia 1.249 1,100 . 1.523 | sd. 138 11% 163 sd. 260 202 183 sd. 6,9 50 5.0 4,7
f 1 Italia 3821 5.104 . 6.212 7.089 68 90 109 124 8,6 9.6 8,8 8,2 2,6 2,5 2,6 2,4
Luxembo rg Luxemburgo 23 29 37 42 68 g0 102 116 2.9 2,7 2.9 29 1,1 1.0 1.0 1,18
Holland ! Holanda 2.825 . 3719 4.323 4.767 205 269 309 338 98 110 9.6 9.1 3.6 33 36 33
Norway . Noruega 902 1.132 1.254 1.421 223, 280 30B 347 . 7.6 9,2 2.1 9,3 3,1 32 3,18 3,28
Portugal - Portugal {f) 748 470 540 587 85 48 55 60 s.d. 115 10,2 104 6,0 4,0 2.9 288
Turkey K Turquia (f} - 2,800 2429 2,025 2591 70 58 47 58 294 191 194. 156 9,0 5,5 4.9 4.5
United States Estados Unidos 91.000 100.928° 105.135 114.503 423 485 481 520. 238 227 230 21,5 59 54 52 50
Other Europ. " nat. Otros paises europeos .
Austria " Austria 433 534 718 857 57 71 . %5 114 3,7 38 39 4.1 1.0 1,2 1,1 1.2
Ireland - Irlanda 134 149 192 s.d. 43 47 5% sa, 35 36 15 sd. 1,6 1,6 1,6 sd. .
Flnland Finlandia 364 475 .- 452 524 77 100 95 110 5,1 LR} 51 - 48 14 1,5 1,5 15
paln -, Espafia .- 1.766 2.154 2.363 3.370 49 59 64 90 149 153 132 "sd. 1.8 1.7 1.7 1.8
Swgden Suecia 2418 . 2.833 2.946 3328 294 343 355 400 12,5 8,7 8,5 84 14 34 34 34
5w1tzer1an Suiza <1221 1.135  -1.552 1.842 184 180 275 292 188 185 181 188 1.8 20 1.9 1.9
Y ugo slavia Yugosiavia (¢) 1.798 2.086 - 2.286 2,807 84 96 104 127 40,9 408 529 3528 568 54 52 sd.
Middle East Orlente Medio (<) : i )
Algeria - Argelia’ 31 397 456 605 18 23 25 32 sd. 59 57 6,3 2,28 34 39 30
Egypt : Egipto 4.859. sd.  sd 2.168 128 112 sd. 54 s.d. sd,  sd. sd. sd. sd. sd sd
Iran P Iran 9.500 7.894 9.942 s.d. 281 224 273 4, 28,9 235 238 sd. 1748 12,0 109 sd,
{ . (1) Incluida ayudachrlfn . - . -
! QOccidental 18.758 20.840 26.388 30544 299 3319 429 49 289 291 283 27,9 4.4 4.3 4,2 4.2
i (1) Including aid { Continia
: to West Berlin
: i
. E
- anr - - - - - L T i e e M b T—r—— -l——-. - . e— - -
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ANNEX V

STRUCTURE OF THE FORCES



I. _Distribution among the thrée forces of their percentage of effectives with

R T P L S R L B . .

regards to the total for the armed forces as a whole (1).

I. Distribucidn entre los tres ejércitos de los porcentajes de efecti-

vos sobre el total de las fuerzas armadas (1)

o -

Total de % de Ejéréito $ de % de Ejército

Efectivos de Tierra Marina del Aire
(Total troops) (% Ground Forces) (% Marine) (% Air Forces)
Alemania 489,000 69 8 23
Germany : S : : :
Bélgica 87.100 73 5 22
elgium
Dinamarca 34.000 62 18. o 20
D k . . - . .
Frae¥ae™™) 507800 65 _ 15 20
(France) ' : '
Gr%? Bretana 313.253 .. 51 ' .22 27
} t B 1 —_— RS -
Gr(%crleaa rltaln£90 100 ST Cleernoe@ e s - 12 e e
ndfresse)  109.700 68 16 16
(Holland) ' ' o
It?lla 362.000 69 12 : ~ 19
Noaeah 39.000 51 23 26
(Norway) ' ‘ _ )
Portugaf; 63.500 63 22 .. .15
[&] : .
pEorbysa 485.000 80 ' 9 11
'__(;FBEBSX)_
Espafia  315.000 76 13 o1n
II. Number of combat vehicles available.

II. Nmero de carros de combate disponibles

‘Nm. de Carros Rango

: . de Combate (1)
- (No. of Combat Vehicles) (Rank)
Alemania ) 3.77°% 1°
(Germany) .
Beéglca 386 9¢°
elgium B : .
D(naﬁ%rc 368 10°
. enmark) : . S
Francia o 2,160 - 3°
¥France) ‘ :
Gran Bretana 1.171 6°
Great Britain) ,
Grecia ' 1.340 5°
Greece)
Holanda 800 8°
Holland) - T : : -
Italia ~1.650 4°
(Italy) . ‘
Na&uega 186 11°
orwa . : :
P%gtugd{ ’ 123 - 12¢°
or al
Thrgatse! 2.800 20
(Turkey) '
Espaina ' ‘ 860 7°
(Spain) ' : : B

(1) Datos procedentes del Balance Militar 1.978-79.
Data c_)btained fromthe 1978-79 Military Balance.

N ke e e
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III.

R Y B

Namero de aviones de combate disponibles (2)
{Number of combat planes available)

Avicones de

\ ‘Combate (2) Rango
SR -+ {Combat planes) (Rank)
Alemania ‘ 484 2¢
Germany) ' o :
Bé}glca 148 g°
ium) S .- _ L
Dlnamarca 114 11°
: {Denmark)
Francia Co 471 3°
. France) . oAl s S
‘Gran Bretafa . 511 1¢°
G t Britai ’
Gggcﬂif ritain) . : 257 - 6°
| noanefee) 162 " ge
(Holland) § o
Italia ' . 319 . 5°
Noruega o 115 : 10°
po%%r“éaly) | 18 120
: ortugal) ‘
- Turquia “ 339 4°
' urkey) - ' :
Espafia | . 214 70
(Spain) '

(2) Origen: Balance Militar 1.978-79.
(Source: 1978-1979 Military Balance).



3

Naval. Potentiﬁl ‘
IV. Totenoial Naval (3)

, Conventional Sj;?:éga‘in?‘t:’sm‘bat . ' Missile bt%‘ér:‘..' :
Aircraft carriers Rank Submarines — p. . Unidades de su- . Rank launching boats Rank 3—?;;5 Rank
Portaeronaves Rango Submarinos con Rango  perficie princi - Rango Lanchaz por— HRango Unid:.des ('b) Rango
‘ _ venoionalesn _pales de combate (a) ta misiles
lenania - - 25 3 22 60 40 18 83 - 38
}Germany) : ._ ‘ '
{EelEium) ; ‘ . - ‘ .
Dingmarca , - Lo 6 - 13 -1 4% 10 o 4e 29 102
(Denmark) : : { - i b
..(%nc1a ) 2 128 29 (o) 10 161 2y 5 62 123 o 1e
rance ' - . . - L ; - :
afén Bretafia 3 ©o1e 29 (d) -1 72 ' L - 107 _ 2¢
t Brit : : . : , i T :
chomcat Britain)t - 9  7a 6 4 T i858 56 50
{Greece) ; ¢ |2 P : g i ‘ ' .
“Hal - D - . - H : - © -m
EHagi%%nd : _ o : ' 2 - -2 . &0 o 2
ZItaly) _ . ‘ i : : T .
Noruega - - 15 - 40 i 8 11 =27 - . . 28 39 : 82
(Norway) . ‘ . 's ' D '
Portugal - fe 3 - |13 102 4 = - 10 128
1 . .
(Pormgal) : : S i - ,
- e 12 ) 50 14 8 - 13 L3 82 42
lkey) ‘ : S i S : .
Rapaiia -1 3e 8 8e 30 . : B 48 62
(Spain) o SR | |

L i [
"

Notas: (a) Cruceros, fragatas, destructores y corbetases (cruisers, }I‘rigat;es, destroyers, and corvettes).

(b) Lanchas torpederas, patrulleros, bugues de desembarco, minadores y dragaminas, (Torpedo boats, patrol boats, landing craft mine
: : c d
(o) Franoia tisene ade:mis_ 6 submarinos rucleares. (France also has six nuclear submarines), ayers and mine sweepers).

(a) Gran Bretafia tiens ademis 4 submarinos nucleares. (Great; Britain also has 4 nucléar submarines)

- ) PIr— - - . [EP P

1
1
'
]

(3) Crigzens JANE'S Fighting Ships 1.979 (s0lo se consideran buques d;a m&s de 100 Tns.). : _ » R :
Source: JANE'S Fighting Ships 1979 (only takes into account vessels of over 100 tons). . _ _ :

i

|
i
i
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ANNEX VI

THE INCORPORATION OF FORCES TO NATO'S COMMAND



The incorporation or subordination of forces to NATO's military command

may be subdivided according to the following categories or types:

‘a)‘ Forces under NATO's command.,

These are the troops which are placed directly under the orders of NATO's High
Command in times of peace. More specifically, the troops in this situation
are the anti-aerial defense ‘troops based in Europe and subordinated to SACEUR
{Major European Commander) because of the urgency of response required from
these forces in case of alarm. Also under NATO's command, there is an assembly
of forées from the various nations denominated the Allied Mobile Force, which
though small in number and mainly symbolic in character, is charged with the
mission of rapidly transferring itself by air to one of the flanks of delpoy-
" ment in case of imminent threats. Other forces under NATO's command are the
naval forces of the Atlantic, subordinated to SACLANT (Major Atlantic Comman-
der), practically all of which belong to the United States, excepting a small
group of vessels from all nationalities (STANAVFORLANT) which symbolizes the

participation of all the other nations.

b) Forces "assigned" to NATO.

These are forces which remain under national command in times of peace bﬁf
which must be prepared to transfer to.NATO's command in case of alarm with
the dates and time periods previously agreed upon. This is the situation of
the units stationed in Germany by other countries (except for the French units
which are subjected to a different regime}, and of other large units which in
spite of their situation within national territories, have a prior commitment

because of their status as "assigned forces".

¢) TForces earmarked for NATO.
These are forces which remain under national command in times of peace but
which transfer to NATO's command in war time, but without a predetermined

period of time within which they must effectuate their change in subordination.

d) National forces.
These are forces which are not included in NATO's joint strategy planning
because they have been assigned to defend national territories or because

they are exclusively at the orders of their corresponding national command.



ANNEX VIIX

AID TO BE GRANTED THROUGH THE SPANISH-
AMERICAN TREATY FOR FRIENDSHIP AND COOPERATION.



*

The aid which will have been obtained at the end of the five-year period

during which the Treaty is in force, provided the U.S. Congress ratifies

it annually is as follows:

Military aid:

600 million dollar loan (120 per year) for.the purchase of American
military material. I 7

The donation of defense materials worth 75 million doliars.

Instruction for personnel from the Spanish Armed Forces valued at 10
million dollars and offered as a grént (2 million per year).

A maximum contribution of 50 million dellars for the improvement of the
Alarm and Control Networks of the Spanish Air Forces {(which is also bene-
ficial to U.S. aviation).

The sale under favorable conditions of 4 ocean mine sweepers and one

tender mine sweeper.

The leasing of 42 F-LE aircrafts {project discarted).

Civil Aig:

-

Credit of 450 millions from EXIMBANK to Spanish firms.

Grant of 23 millions for scientific and technological research (4'6
millions per year)

Cooperation in cultural and educational matters for a value of 12 million

dollars (2'4 millions per year).



ANNEX VIII

.COST-EFFICIENCY METHODOLOGY



1. External security

1.1. The protection of Spanish interests in foreign countries.
1.1.,1. To insure the supply of incoming goods and raw materials.
1.1.2. To guarantee the exportation of products. -
1.1.1.0.1. Favor financial feasibility.

1.1.1.0.1.0.1. Reducing capital costs
’ to finance Spanish
prescence.

1.1.1.0.1.0.2. Directly participating
in international
undertakings.



l1.2. Discourage or repel foreign threats.
l.2.1. Existing threats.

l.2.1.1. With new methods and instruments.

1.2.1.1.1. Reduce the degree of uncertainty in the

environment.

1.2.1.1-1-0-1.

1.2.1.1.1.0.2.

Encourage an under-
standing of the
characteristics of
the threats.

Encocurage an understang
ing of the basic matri:
of legal and adminis =~
trative relations.

1.2.1.1.2. Contribute the basic national effort.

l1.2.1.1.2.0.1.

1.2.1‘1. 2-0.2.

Encourage awareness
of defense reguirements:

Maintain relations
with industry and ser-
vice enterprises on
security matters.

1.2.,1.1. With existing methods and instruments

'1.2.1.2.1. Increase the real effectiveness of the

existing production o

l.2.1.2.1.1. Increase effi
human resourc

1.2‘1-2.1-1.1.

l.2.1.2.1.1.2.

1.2.1.2.1.1.3.

1.2.1.2.1.2. Reinforce the
goods.

l.2.1.2.1.2.1.

l.2.1.2.2. Increase the apparent
production of existing

1.2.1.2.2.1. Favor the re
production c

1.2.1.2.2.1.1.
1.2.1.2.2.1.2.
1.2.1.2.2.1.3.

f goods and services.

ciency with existing
es.

Stimulate investment
to take advantage of

production capacity
of human resources.

Strengthen the avail~-
ability of adequate
technology.

Perfect the organiza-
tion of human resour
CeS.

production of capital

Adjust human resour-
ces to the production
system.

efficiency of the
goods and services.

duction of internal
osts.

Compensate tax costs.
Reduce capital costs.

Direct subsidies.



1.2.1.2.2, Stimulate the operating efficiency of existing
services and equipment.

1.2,1.2.3.0.1. Stimulate the improve-
ment and consolidation
of operating criteria.

1.2.1.2.3.0.2. Facilitate the finan-
cing means inherent to
the operation.

le2.1.2.3.0.3. Cover the risks of re-
assigning personnel
from less to more pro-
ductive functions.

l.2.2. New threats

1.2.2.0.1. Reduce the degree of uncertainty in the environ-
ment. )

1.2.2.,0.1.0.1. Encourage an understand
ing of the characteris-
tics of the threats.

"1.2.2.0.1.0.2. Encourage a basic know-
ledge of the legal and
administrative relations

l.2.2.0.2. Increaée basic national effort.

l.2.2.0.2.0.1. Encourage awareness of
' new threats.

1.2.2.0.2.0.2. Maintain relations with
industry and service
enterprises on security
matters.



2a

Internal security (outline)

2.}1. Reduce or eliminate new risk zones.

2.1.1. With citizen support

2.1.1.1. Reinforce the protection from risks appearing in

other countries.
2,1.1.1.1. Reinforce political feasibility.
2.1.1.1.2. Reinforce financial feasibility.

Z2.1.1.1.3. Reinforce technological feasibility.

2.1.2. Without citizen support.

2.1.2.1.

Reinforce research and protection in new areas of risk

2¢le2.1.0,1, Stimulate own's own technolo-
gical development.

2.2. Eliminate or reduce existing areas of risk.

2.2.1. By eliminating or reducing its causes.

2.2.1.1.

2.2.1.2.

Eliminating the causes which have appeared in other
countries,

2.2.1,1,1., Reinforce political feasibility.
2.2.1.1.2, Reinforce financial feasibility.
2.2.1.1.3. Reinforce technological feasibility.

Increase the efficiency of the means available
against the causes of risk.

2e2ele2ele Increase real effectiveness.

2.2.1.2.2., Increase apparent effectiveness.

2.2.2. By reducing the consequences.

2.2.2.1.
2.2.2.2.

Increasing security effectives.

Increasing the efficiency of available effectives.
2e2.2.2.1., Reinforce political feasibility.
2.2.2.2.2., Reinforce financial feasibility.

2.2424243. Reinforce technological feasibility.



STEPS IN THE COST EFFICIENCY

METHODOLGOGY FOR SECURITY MATTLERS.

STAGES

CRITERTA

USEFUL FOR

‘he

objectives enter

1.

Tree of relevancy

Assién weights

Classify areas of the
functional cycle

1.3. Calculate efficiency

indicators

instruments enter

State interests

Matrix (2, 1.2) of the instru
ments and functional cycle

3¢.1. Index walue of the ins-
truments equals the zum
of weights (l1.1)calcula-

ted by indicators (1.3)

sector enters

Seven requests for instruments
(functional parameters) to aid
in the designation of instru -
ments. Their number and type
not fundamental as they will b
eliminated further on (see 6)

4,1, Distribution of 2 in &

4.2, Matrix (2,4)

Matrix of sectoral profiles

5«1« Weigh for each sector the
combination of functional

parameters (4,5)

Sector/instrument matrix, mul-
tiplying (2,4) x (4,5) =(2,5)
(functional parameters are
eliminated)

inal operation

?-

Cost/efficiency for each sec-

- tor

7.1. Compare cost 6 with valie
-3.1

Objective based on recog
nition of globalization.

Subjective or political
Definition
Objective /Historical

Objeétive./historical

Combination of criteria
2 and 1.2

Combination of 1.1 and
1-3-

Objecti&e'/historical or
wilfull

is
e

" L] 1t

Combination of criteria
2 and 4

Objective /historical or
wilfull

Objective /historical or
wilfull, as 2, 4, and 5

Objective /historical

and

Subjective/wilfull

as a result of 1 through 6.

organize the complete deci
sion model from more aggre
gated (social objective)to
more dispersed (Operationa
sub-objectives)

assign priorities to the
sub-objectives. '

Compile the 74 sub-objec-
tives in 5 groups

determine priorities in
the functional cycle

measure their cost/efficie:

.Y, object of the analysis

felate the instruments

-with the sub-objectives

calculate the value of
each instrument

know within what spectrum
the State's instruments
may be used.

design the matrix for
instrument use

Weigh the application of
instruments to sectors
define the "demand func-
tion'" of instruments for
each sector.

assign the cost of instru-
ments among the sectors.

finalize the analysis
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