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COMPTROLLER GENERAL OF THE UNITED STATES 

WASHINGTON. D.C. MS48 

B-156489 

To the President of the Senate and the 
' i 7-i Speaker of the House of Representatives 

Because not all costs of the U.S. commitment to the 
North Atlantic Treaty Organization are readily identifiable, 
we have made a review to identify some of these costs and 
determine ways they can be reduced, eliminated, or shared 
by other members. 

Our review was made pursuant to the Budget and Account- 
ing Act, 1921 (31 U.S.C. 53), and the Accounting and Audit- 
ing Act of 1950 (31 U.S.C. 67). 

We are sending copies of this report to the Director, 
Office of Management and Budget; the Secretaries of State 
and Defense; the House and Senate Committees on Government <"'! 'I' 
Operations and Appropriations; and those congressional corn-' cL'0i 

i mittees having responsibility for foreign assistance. 

Comptroller General 
of the United States 
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COMPTROLLER GENERAL'S 
REPORT TO THE CONGRESS 

NEED TO REEXAMINE SOME SUPPORT 
COSTS WHICH THE U.S. PROVIDES 
TO NATO 
Department of Defense 
Department of State 

DIGEST ------ 

Like all member nations, the U.S. shares in 
the agreed-upon common costs of operating 
NATO as an organization. In fiscal year 
1974, the major NATO budgets totaled about 
$481 million of which the U.S. share was 
$135 million, or about 28 percent. 

GAO did not review the agreed percentage for 
sharing of NATO operating costs and, there- 
fore, makes no comments on the equity of the 
sharing arrangement or its applicability to 
an additional $325 million in annual NATO 
support costs assumed by the United States 
identified in this report. (See pp. 1, 3, 
and 4.) 

Of the $325 million additional support costs, 
there is an annual U.S. cost of $135 million 
for providing direct staffing and representa- 
tion to NATO, including related support. GAO 
believes this cost could be reduced through 
consolidation or elimination of certain 
U.S. activities. (See pp. 4 and 20.) 

The remaining annual cost of $190 million 
for providing support to NATO and furnishing 
military assistance to NATO nations, ex- 
cluded from existing NATO budgets, could be 
reduced if there was increased sharing among 
NATO members. Due to the improved economic 
condition of other NATO members, GAO recom- 
mends that Defense and State seek a more 
equitable sharing of the $190 million in 
costs. (See pp. 4, 27, and 32.) 

With reference to both the direct staffing and 
representation costs and the costs for support 
to NATO and military assistance to NATO na- 
tions, GAO recognizes that other NATO members 
have similar types of costs. The extent of 
other members' costs should be considered 
in negotiations for further cost sharing. 
(See p. 4.) 
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GAO recommends that the Congress require all 
NATO-related costs, regardless of appropria- 
tion, to be identified in annual security 
assistance program presentations. Legisla- 
tive language to accomplish this is sug- 
gested in chapter 6. 

GAO also suggests that, since the agencies 
apparently plan to take no action on GAO’s 
recommendations, the Congress consider 
them when making future NATO-related 
appropriations of defense and military 
assistance funds. (See p. 35.) 

STAFFING COSTS ------- 

U.S. personnel assigned to NATO’s interna- 
tional staff and representational positions 
cost the U.S. about $135 million a year. 
(See p. 12.) 

About 77 percent of the 4,700 military per- 
sonnel assigned to NATO are enlisted person- 
nel filling communications and administrative 
positions, most of which could be filled by 
other NATO members. 

Defense and State should negotiate a more 
equitable distribution of international staff 
positions to reduce, where possible, posi- 
tions not essential to maintaining the U.S. 
position at the highest policy and decision 
making levels. (See pp. 12, 13, and 20.) 

Defense is represented by both the Defense 
Advisor to the U.S. Ambassador to NATO and 
the U.S. Military Delegation to the NATO 
Military Committee. The feasibility of con- 
solidating some functions of these activi- 
ties should be considered. (See pp. 16 
and 20.) 

The logistical and administrative support 
of U.S. personnel assigned to international 
and representational positions is costly 
and diffused among numerous support activi- 
ties, several of which perform similar or 
duplicative functions, This support sys- 
tem should be reviewed to determine whether 
activities could be consolidated and over- 
all support costs could be reduced. (See 
PP. 17 and 20.) 
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NATO SUPPORTING COSTS -----_-_- _______ --- 

A number of U.S. units support NATO at a II '." 
cost of about $92 million a year, which 
is not shared by other NATO members. Almost 
all these activities--special weapons sup- 
port I medical services, air base operations, 
and training-- have no'other functions and 
probably would not otherwise be stationed 
in Europe. Negotiations should be initiated 
within NATO for the other members to share 
the costs for support which the U.S. uni- 
laterally provides. (See ch. 4.) 

n 

MILITARY ASSISTANCE COSTS --_c_--------- 

The U.S. provides about $98 million a year 
in military assistance to Turkey and Por- 
tugal; while other NATO members provide 
relatively small amounts. Although the 
U.S. has unilateral security interests in 
these nations, this assistance is justified 
in congressional presentation documents 
primarily on the basis of these nations' NATO 
commitments and importance to NATO. (See 
pp. 28 and 29.) 

Other NATO members should share in the U.S. 
cost of providing military assistance to 
support the NATO force objectives of these 
nations. The level of this U.S. military 
assistance should distinguish between NATO 
force objective costs the U.S. should assume 
unilaterally and those costs NATO members 
should share. (See p. 32.) 

AGENCY COMMENTS -----es----- 

Roth State and Defense disagreed with most 
conclusions and all recommendations of this 
report. Although they commented specifi- 
cally on each conclusion and recommendation, 
the agencies' disagreement appears to be 
centered on the incorrect assumption that 
the purpose of the report is to challenge 
the fairness of the current U.S. share of 
the NATO defense burden. 

Tear Sheet iii 



For example, Defense commented that, 

"The underlying premise of the GAO Re- 
port seems to be tnat U.S. Forces are 
in Europe strictly to defend the Wes- 
tern Europeans. It would follow from 
this premise that whatever the U.S. 
contribution to NATO is, it must be 
too high." 

This premise was not stated nor was it inten- 
tionally implied in the report, and the broad 
issue of burden sharing was not within the 
scope of GAO's review. Nevertheless, the 
agencies argued from this assumption that the 
report does not: 

--Consider all the complex economic, financial, 
and political factors involved. 

--Take into full account what has been done 
on burden sharing within NATO. 

On the other hand, Defense acknowledges that, 

"Under the protection provided by 
NATO's collective defense, Europe 
has grown to become the world's 
second largest economic power, the 
largest exporter and importer, and 
the repository of the wQrld's mone- 
tary reserves." 

Moreover, Defense recognizes that "the Euro- 
peans can do more and it is our policy to 
encourage this." 

It is in this context that GAO has identified 
in this report certain costs amounting to 
about $190 million which the United States 
bears unilaterally in support of NATO but 
which are not covered by the shared NATO 
operating budgets. Notwithstanding the DOD 
and State comments, GAO therefore continues 
to believe that, in view of the improved 
economic condition of the NATO allies, ef- 
forts should be undertaken to seek the shar- 
ing of these costs. Their specific comments 
are discussed where appropriate in the re- 
port. 
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CEAPTER 1 ----- 

INTRODUCTION -WV---- 

The North Atlantic Treaty Organization (NATO) is a 
political-military alliance of 15 nations, which in 1949 
pledged their mutual security against Soviet expansion until 
the European nations could develop an integrated political 
and military organization capable of balancing Soviet power 
in Europe. The North Atlantic Treaty also provides for coop- 
eration in economic, social, and cultural fields. 

Member nations share many of the common operating costs 
of NATO, including most civilian salaries and allowances, 
primarily through financial contributions to its three major 
budgets--civil, military, and infrastructure. Representation 
and international military staffing costs are borne by the 
nations providing the personnel. 

In 1974 the U.S. share of the common costs was about 
$135 million, or approximately 28 percent of the $481 million 
in total shared costs of the three major budgets plus the 
costs of the Central European pipeline system and NATO Main- 
tenance and Supply Agency. In addition, U.S. costs of main- 
taining its NATO-committed forces are estimated at $17 billion 
a year. 

The United States also accepts, .at its own expense, a 
portion of approximately 22,000 military and civilian posi- 
tions which NATO has established in the international staffs 
and at the subordinate military headquarters. 

NATO STRUCTURE ------- 

The highest authority in NATO is the North Atlantic 
Council, which meets at the ministerial level at least 
twice a year and at the Permanent Representative level 
(Ambassador) weekly. The 15 allies meeting as the Coun- 
cil deal with all major issues confronting NATO except 
military policy. Military policy is the purview of the 
Defense Planning Committee, which meets at the same level 
as the Council and is composed of the 13 nations partic- 
ipating in NATO's integrated defense system. France and 
Greece withdrew from the defense system in 1966 and 1974, 
respectively, and do not attend these sessions. 

To achieve its goals, NATO has created a civil and 
military structure responsible for implementing the poli- 
cies and plans approved by the Council or the Defense 
Planning Committee. 
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INAT’O ’ s iivil structure consists of an international staff 
neaded by the Secretary General; numerous committees and work- 
ing groups; and agencies responsible for implementing special 
programs or projects, such as air defense, communications, 
pipeline, and supply and maintenance systems. 

The military structure consists of the Military Committee, 
assisted by an international military staff. T.he Military 
Committee, the highest military authority in NATO, has repre- 
sentatives from each member nation. It meets twice a 
at the chief-of-staff level and on a continuous basis 
Permanent Military Representative level. 

year 
at the 
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AFFAIRS 

CHALLENGES 
OF MODERN 

SOCIETY 

ARMAMENTS 
DIRECTORS 

/‘MILITARY CilMMITTEE BUDGET 
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NUCLEAR 
DEFENCE AFFAIRS 

SECRETARY GENERAL /- 
INTERNATIONAL STAFF ,’ 

, , / 
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INTERNATIONAL 
MILITARY STAFF 

ECONOMIC 
AFFAIRS 

,,y/ 

DEFENCE 

11 “!#3 \ 

EMERGENCY 
PLANNING 

REVIEW /“? ’ ‘TA ’ ’ li ’ CANA,,,l,,,,,,., 
/ ATLANTIC EUROPE CHANNEL 

/ 
REGIONAL PLANNING 

CIVILIAN ,’ 
GROUP 

/ 
/ 

/ 
/- 

/ MILITARY 

%efence Planning Committee 

SOURCE: NATO Information Service, Brussels, Belgium 

GAO notes: 

1. U.S. representation on the committees of the Council 
is provided by the U.S. Mission to NATO. 

2. The United States is represented on the Military 
Committee and its working groups by the U.S. Mili- 
tary Delegation to the NATO Military Committee. 
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Suoordinate to the Military Committee are 

--three strategic military commands: Allied Command, 
Europe;. Allied Command, Atlantic; and Allied Command, 
Channel; 

--the Canada-United States Regional Planning Group; 
and 

--several specialized or technical agencies. 

SCOPE OF REVIEW ---------- 

We made our review in 1974 at the Department of Defense 
(DOD) and the Department of State in Washington, D.C.; the 
U.S. Mission to NATO and the U.S. Military Delegation in 
Brussels, Belgium; and various DOD activities in Belgium, 
Germany, Italy, and the United States. 

We reviewed the costs of U.S. military and civilian 
personnel assigned to NATO international staffs and repre- 
sentational positions, including logistical and administra- 
tive costs of supporting those personnel. We considered 
reducing costs through consolidation or elimination of 
activities. 

We also reviewed U.S. costs of providing certain sup- 
port to NATO and of furnishing military assistance to NATO 
nations, giving consideration to the possibilities for 
increased sharing among NATO members. 

In addition, we considered the possibility of improv- 
ing congressional oversight of total costs of U.S. partici- 
pation. Comparison and analysis of economic data was made 
on the basis of the collective NATO membership. 

We did not review the current negotiated cost-sharing 
percentages; therefore, we have made no determination re- 
garding their equity nor their application to the costs 
identified in this report. 
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CHAPTER 2 -__--_- 

CASE FOR GREATER SHARING OF U.S.-NATO COSTS ------P-Y ------- ---------_ 

Tne U.S. contribution to the common costs of operating 
NATO is the largest percentage contributed by any NATO mem- 
ber. In fiscal year 1974, it amounted to about $135 million. 
This contribution, however, is only a small part of the total 
cost of U.S. participation. 

In the following chapters, we have identified an 
additional $325 million in annual U.S. costs, including 
$135 million for providing direct staffing and representa- 
tion to NATOp which we believe the U.S. could reduce through 
consolidating or eliminating U.S. activities, and $92 mil- 
lion for support to NATO and $98 million for military assist- 
ance to less economically developed NATO nations, which we 
believe the U.S. could reduce through increased sharing. 

Due to improved economic conditions of other NATO mem- 
bers, we believe that efforts should be undertaken to seek the 
sharing of the latter two items totaling $190 million for sup- 
port to NATO and military assistance to NATO nations. The ex- 
tent of the other members' NAT6 costs of this type should be 
considered in any negotiations for further cost sharing. L/ 

More than 11,000 U.S. military and civilian personnel 
are involved in these activities, which adds.an estimated 
$77 million a year to the balance-of-payments deficit associ- 
ated with U.S. commitments to NATO. 

ARE EUROPEAN MEMBERS ABLE TO SHARE --------- --1- ---- 
MORE OF THE U.S.-NATO COSTS? 

Since the end of World War II European economic, politi- 
cal, and military strength has greatly improved. This was 
accomplished largely through the formation of NATO to provide .* . . 2 -1 - ------:a ,:a clr e "r\mm..*;+l, 



In 1949 the gross national product of the United States 
was about two times greater than that of other NATO members; 
in 1973-- the year for which the latest comparable data is 
available --the gross national product of other NATO members 
was almost equal to that of the United States. International 
liquidity (gold, foreign exchange, and International Monetary 
Fund reserve position) of other NATO members was about five 
and one-half times greater than that of the United States in 
1973. Preliminary 1974 estimates indicate that their gross 
national product is still roughly equal and their interna- 
tional liquidity is about five times greater than that of 
the United States. 

. 

Gross national product --- 

No single statistic is available that will accurately 
measure economic growth, but gross national product is one of 
the most widely used. It is the market value of a nation's 
production of goods and services over time. The following 
table compares the total performance of the United States and 
other NATO members in 1949 and 1973. 

Gross national 
product United States Other NATO members 

Current prices 
1949 $ 260 billion $ 133 billion 
1973 $1,289 billion $1,239 billion 

Adjusted prices (note a) 
1949 $ 337 billion 
1973 $ 889 billion 

$- 195 billion --- 
$ 686 billion 

a/Adjusted for currency revaluations and inflation; using 
1963 as the base year. 

. This table shows that the combined gross national product 
of other NATO members is almost equal to that of the United 
States in current prices. Furthermore, when these figures 
are adjusted for currency revaluations and inflation, the 
production of goods and services in other NATO nations is 
still comparable with that of the United States. Preliminary 
1974 estimates show a $1,397 billion gross national product 
for the United States and a $1,291 billion combined gross na- 
tional product for the European Economic Community and Canada. 

International liquidity and 
balance of payments --- 

International liquidity refers to the total stocks of 
assets-- usually in gold, foreign exchange, and International 
Monetary Fund reserve position-- held by a nation's monetary 
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authority which are available to settle international 
transactions. These assets are acquired primarily through 
int.ernational trade, increasing when exports exceed imports. 
A nation’s trade balance generally iS an important component 
of its balance-of-payments situation; it shows what was re- 
ceived from abroad in goods, services, unilateral transfers, 
and capital and what was given in payment. 

After World War II, the United States had a strong com- 
petitive position in the world economy,, primarily because of 
its favorable balance of trade. A large surplus balance on 
goods and services resulted from extensive exports of con- 
sumer goods and capital equipment to Japan and Western Europe. 
This surplus was partially offset by outflows of private capi- 
tal and Government transfers. In recent years, large in- 
creases in Government transfers and private capital outflows 
have brought about deficits in the U.S. balance of payments 
while the other NATO nations were improving their combined 
balance-of-payments position, as shown below. Preliminary 
1974 estimates indicate that all NATO nations except Germany 
had balance-of-payments deficits due to the increased cost 
of oil imports. 

GOVERNMENT TRANSFERS 
BALANCE ON GOODS AN0 PRIVATE 

AN0 SERVICES CAPITAL OUTFLOWS 

DOLLARS DOLLARS DOLLARS 
(BILLIQNSI (BILLIONS) (BILLIONS) 

t 

59 64 69 73 

-3 

CALENDAR YEARS CALENDAR YEARS 1 CALENDAR YEARS 

NETBALANCE 
OF PAYMENTS 

Allies 

I 

+6 

Prepared by GAO from International Monetary Fund data. 
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As the U.S. balance-of-payments position deteriorated, 
its holdings of assets --gold and foreign exchange--also 
declined. The U.S. international liquidity balance dropped 
from about $22 billion in 1954 to about $14 billion in 1973, 
a decline of 36 percent. On the other hand, other NATO 
members I asset reserves increased from about $13 billion in 
1954 to about $81 billion in 1973, more than six times their 
early holdings. The following graph illustrates this 
dramatic reversal. 

$ ql_lions 

a0 

70 

60 

INTERNATIONAL LIQUIDITY 

Other United Other United 

14 

:.:.:.:.:.:.:.:.:.:.: . . . . . . . . . . 

t 

. . . . . . . . . . . . . . . . . . . . . :.:.:.:.:.:.p:.:.: 

. . . . . . . . . . . . . . . . . . . . . I.*.*.*.‘.*.*.*.*.‘. .,......a. 

Other United 
NATO States NATO States NATO StatCS 

1954 1963 1973 

Prepared by GAO from International Monetary Fund data. 

Effects of energy crisis ---P---P 

Although complete statistics are not yet available for 
1974, economic events during this period have adversely af- 
fected all NATO nations, some more severely than others. 
Because of European dependence on imported petroleum prod- 
ucts, balance-of-payments surpluses recorded in recent years 
are expected to decline and only Germany is estimated to 
have a balance-of-payments surplus. Some economic fore- 
casters predict that economic growth will slow and prices 
will continue to rise. The United States is also experienc- 
ing problems due to the current world economic situation and, 
contrary to DOD’s assertion (see app. II), had a balance-of- 
payments deficit in 1974. Although estimates by the Organiza- 
tion for Economic Co-operation and Development show that the 
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other NATO members’ deficits due to increased oil prices 
apparently will be somewhat- larger than the U.S. deficit, we 
believe that the economic strength of other NATO members will 
probably continue to be competitive with and closely related 
to that of the United States. 

Other NATO members have realized the importance the 
United States places on improving its balance-of-payments 
situation and on several occasions have pledged their support 
in finding a solution to the problem. 

At a meeting of European defense ministers in October 
1970, it was agreed that, to keep U.S. Forces at their present 
levelsp a collective burden-sharing approach was needed to 
offset the U.S. balance-of-payments deficits. Subsequently, 
during a December 1973 meeting, NATO defense ministers agreed 
to examine how the U.S. share of NATO budgets might be sub- 
stantially reduced. Some progress has been made, primarily 
through increased defense spending; however, substantial off- 
sets may be slow in coming because of the economic effects of 
the recent world energy crisis. 

SHOULD OTHER NATO MEMBERS SHARE -------- ---m-e-- 
MORE OF ‘THE U.S.-NATO COSTS? ---m-------p__ 

In 1949 the United States viewed NATO as a means to an 
end, rather than an end in itself. Among its several objec- 
tives, NATO was to promote a united Europe capable of assum- 
ing responsibility for its own defense; as European nations 
rebuilt and reorganized, U.S. leadership and responsibility 
would diminish. 

The U.S. role--financial, military, and political--in 
NATO has continued almost unchanged since 1949 even though a 
stronger Europe has emerged and the Europeans now provide 
90 percent of the ground forces, 80 percent of the ships, and 
75 percent of the aircraft stationed in Europe. The other 
NATO nations make this contribution even while their defense 
expenditures have decreased from 3.9 percent to 3.7 percent ------ . of their combined gross national product between 1949 and 
1973. During the same period, U.S. defense expenditures 
increased from 5.2 percent to 6.1 percent of its gross na- y----- 
tional product. Fur thermore, between 1968 and 1970, other 
NATO nations allocated an average of about 18 percent of 
their national budgets to defense which shows its low pro- 
portion of total expenditures compared to the 52 percent 
allocated by the United States. 

It is true that this comparison does not take into ac- 
count that U.S. defense expenditures reflect its worldwide 
security interests as opposed to the narrower interests of 
the other NATO nations. However, many non-NATO interests, 
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such as tne U.S. Sixth Fleet and the strategic (nuclear) 
forces, appear to be almost as vital to NATO. DOD estimates 
that only $17 billion of its 1973 budget was related to the 
direct defense of NATO Europe, while the allies' total 
defense expenditures were $40 billion in 1970. 

Most of the aforementioned European NATO-committed 
forces are stationed within their national borders. The 
United States, however, has about 300,000 NATO-committed 
troops deployed in Europe, which DOD estimates cost about 
$440 million more in fiscal year 1974 than if they had been 
stationed in the United States. The other NATO members pro- 
vide some facilities, land, and services to U.S. Forces sta- 
tioned in their countries at little or no cost to the United 
States. In addition, Germany has provided assistance in the 
form of procurement and barracks rehabilitation under negoti- 
ated bilateral agreements to further offset the costs of sta- 
tioning U.S. Forces in Europe. DOD indicated that the pur- 
chases of "U.S. military equipment during the normal course 
of business" by the allies, as revealed by the Jackson-Nunn 
Amendment, serves as a substantial offset to these force costs. 

In this connection, the so-called Jackson-Nunn Amendment 
(sec. 812 of Public Law 93-155) required the NATO allies to 
offset fully any balance-of-payments deficit incurred during 
fiscal year 1974 as a result of the deployment of U.S. NATO- 
committed forces in Europe. To the extent that the deficit 
was not fully offset, proportional troop reductions were re- 
quired. However, the law provided an additional 10-l/2 months, 
until May 16, 1975, to offset the fiscal year 1974 deficit. 
In May 1975, the President reported to the Congress that the 
allies had fully offset the U.S. fiscal year 1974 balance-of- 
payments deficit and that the troop reduction provision of 
the Jackson-Nunn Amendment would not have to be implemented. 

In our consultative role, as required by the amendment, 
we questioned the appropriateness of some of the offsets in a 
recent report to the Congress. L/ However, we pointed out 
that Department of Commerce data strongly indicated that mili- 
tary transactions with NATO countries in fiscal year 1975 will 
offset the fiscal year 1974 deficit within the allowable time- 
frame of the law. 

CONCLUSIONS -m-p- 

The NATO allies have greatly improved their economic, 
military, and political situations since inception of NATO 
-------.----I------ 

&/"Balance of Pa~Il'IentS Deficit for Fiscal Year 1974 Attribut- 
able to Maintaining U.S. Forces in Europe Has Been Offset" 
(July 1, 1975, ID-75-75). 
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in 1949. 'Tne collective growth of these nations and the 
contributions tney have made to the common defense demonstrate 
that they have reached a position of full partnership with the 
United States. We believe, therefore, that justification for 
the United States to bear many of the unshared costs of NATO 
identified in this report no longer exists and that the 
United States should seek the sharing of these costs by the 
HATO allies. 

AGENCY COMMENTS ___------.- 

DOD and State comments (see apps. I and II) appear to 
have been based on the assumption that the report challenged 
the fairness of the U.S. share of the NATO defense burden. 
For example, DOD commented that: 

"The underlying premise of the GAO Report seems to 
be that U.S. Forces are in Europe strictly to de- 
fend the Western Europeans. It would follow from 
this premise that whatever the U.S. contribution 
to NATO is, it must be too high." 

This premise and its corollary are neither stated nor implied 
in this report, and the broad issue of burden sharing was 
not within the scope of our review. 

The agencies argue from this unfounded premise that our 
report does not: 

--Consider all the complex economic, financial, and 
political factors involved. 

--Take into full account what has been done in the area 
of financial support provided to the United States 
by the allies. 

DOD and State provided statistics to show what the allies 
have done to offset U.S. balance-of-payments deficits, improve 
their own forces, and support U.S. Forces in Europe. DOD es- 
timated the conservative rental value of facilities provided 
free of charge to U.S. Forces in Europe at $1.5 billion an- 
nually. DOD recently advised us that the value of rents for- 
gone in Germany, where most U.S. Forces in Europe are sta- 
tioned, is "probably 'hundreds-of-millions' per year. Esti- 
inates range considerably and there is no way to accurately 
determine the value of rents forgone." 

DOD acknowledges that, "Under the protection provided by 
L\~ATO collective defense, Europe has grown to become the 
world's second largest economic power, the largest exporter 
and importer, and the repository of most of the world's 
imonetary reserves." Moreover, DOD recognizes that "Despite 
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their already sizeable contributions, the Europeans can do 
more, and it is our policy to encourage this.” 

It is in this context that we have identified in this 
report certain costs which the United States bears uni- 
laterally in support of NATO. Notwithstanding the DOD and 
State comments, we continue to believe that efforts should 
be undertaken to seek the sharing of many of these costs. 
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CHAPTER 3 --------- 

INTERNATIONAL AND REPRESENTATIONAL STAFFING COSTS -_w--v-_-------I---------------I---- 

A large part of the $325 million in NATO costs identified 
in tnis report, which the United States bears in addition to 
its budget contributions, is the cost related to U.S. person- 
nel assigned to NATO international staff and representational 
positions. This cost-- which amounts to $135 million annually-- 
is, in itself, equal to the U.S. budget contribution and in- 
cludes $96 million in pay and allowances and about $39 mil- 
lion for support. 

NATO International activities: 
Military positions 
Civilian positions 

Personnel 
(note a) ------ 

c/4,697 
127 

U.S. representational activities: 
Mission to NATO 92 
Delegation to Military Committee 37 
National military representative 22 
Other 24 --- 

Total 4,999 $95,762,535 -_I ------ 

a/Assigned personnel strengths by rank at the time of our re- 

Pay 
and allowances 

(note b) ----- 

$89,429,702 
d/1,353,254 - 

2,595,027 
1,009,878 

435,548 
939,126 ------- 

view were used when available, and authorized levels were 
used wnen assigned strengths were not available. 

b/Military personnel costs here, and throughout this report, 
are based on DOD standard annual pay and allowance rates 
by rank and accelerated cost factors. Civilian personnel 
costs are actual costs, when available, or estimates by 
grade, when actual data was not available. 

c/Inclucies 40 general officers and admirals. 

d/Net U.S. costs after receiving credits against NATO budgets 
for cost of pay and allowances at NATO rate. 

vJe were not able to develop a complete cost estimate 
for supporting U.S. personnel either assigned to or repre- 
senting the United States to NATO. However, the $39 million 
in support costs is presented as an indication of U.S. sup- 
port. (See p. 17.) 
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NATO i?OSITIOi\JS -- -.--- w-w-- -- 

Although NATO determines the number and type of posi- 
tions in the international staffs, each member nation deter- 
mines which positions it will fill. 

Most international positions are military, and pay and 
allowances are financed by the nation providing military 
personnel . Pay and allowances of civilian positions are 
financed by NATO; however, the United States supplements 
salaries and allowances of U.S. civilians assigned to int.erna- 
tional positions. 

Military positions ------------ 

NATO has not established a distribution formula for the 
number of positions to be filled by member nations. The 
NATO Military Committee reviews manpower requests of the 
international military organizations annually and sets man- 
power ceil ings. POSitiOnS are allocated among members on 
the basis of consultation with the nations concerned and 
their willingness to accept the positions. 

The United States has accepted about 27 percent of 
total NATO military positions, the largest single share. 
It had filled about 89 percent of its accepted positions 
in January 1974 at an annual estimated cost of $89.4 mil- 
lion for pay and allowances. The United States is willing 
to staff such a large portion of the international mili- 
tary positions because: 

--It is the major military power in NATO. 

--The effectiveness and efficiency of NATO’s military 
establishment depends upon sizable U.S. support. 

--Other members are unable to provide sufficient num- 
bers of qualified personnel, particularly in the 
communications area. 

--The United States desires flexibility and control 
to maintain the balance it needs at any given point. 
in time. 

The United States fills several top-level military 
positions in NATO, such as Supreme Allied Commander, Europe, 
and Supreme Allied Commander, Atlantic, as well as many key 
positions throughout the international military organiza- 
tion, including at least 40 general officer and admiral 
positions. 
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:I _ h f aDout 7-i percent df Il.ja military personnel 
assigned to NATO are in tne enlisted ranks, most of wnom 
are engage3 in communications operations m About one-quarter 
of t.hese enlisted positions are filled by an entire U.S. 
Army oattalion which includes all the battalion administra- 
tive and logistical overhead, such as supply, maintenance, 
and mess personnel a By “international izing” this battalion 
in total, the United States has preserved the organizational 
integrity of the 964-man battalion but may be contributing 
lnore personnel than would be needed if communications posi- 
t-ions were individually assigned. 

The United States also has accepted several types of 
military positions which cannot be justified on grounds 
of need for U.S. expertise or importance of the position. 
Examples are drivers, cooks, clerks, and typists. We were 
told that the United States fills these positons because 
11.5. officials do not consider it appropriate to refuse less 
important positions while retaining more influential ones. 
Also I the United Stat.es wants Americans to provide these 
services for U.S. personnel on the international staff. 

U.S. officials contend there are no international posi- 
tions which could be filled only ‘by Americans; however, 
such functions as chiefs of staff, executive officers, aides, 
and various other support normally follow the nationality 
of the individual to be served. The acceptance of high-level 
NATO military positions has actually increased U.S. staffing 
contributions in order to provide such support. 

In recognition of its sizable staffing contribution 
to NATO, the United States has initiated a policy of not 
accepting additional military positions without compensatary 
reductions of U.S. international .positions elsewhere in NATO. 
This policy is directed toward stabilizing staffing levels 
rather than toward reducing U.S. costs of staffing. 

Civilian positions --e-e---------- 

Only aoout 15 percent of the authorized international 
positions, such as secretary, clerk, and translator, are 
designated to be filled by civilians. Civilian positions 
are filled either through competition among nominees sub- 
mitted by members or through NATO direct-hire procedures. 

Tne United States has only about 4 percent of the NATO 
civilian positions, which is far below its level of NATO 
milit.ary staffing. Unlike most other nationals who be- 
come NATO employees and are paid directly by NATO, U.S. 
civilians assigned to NATO positions retain their status 
as U.S. employees and are paid from U.S. funds at the U.S. 
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rate tar salary and allowances. The United States receives 
credits against cash contributions to NATO budgets for the 
salaries and allowances of these employees at the NATO rate; 
however, because this rate is lower, U.S. employees annually 
cost the United States about $1.4 million more than the 
credits it receives. 

DOD has stated that, since the salaries and allowances 
of these employees are taxable, the U.S. Government is re- 
ceiving a tax rebate of approximately 20 percent in addi- 
tion to the International Headquarters credit of approximately 
80 percent of salary and allowance costs thereby neutralizing 
the total cost of U.S. civilians in international positions. 
u3hile such neutralization of costs may occur over the long 
run, we believe that these personnel costs still should be 
identified as part of the direct U.S. costs of NATO. 

U.S. Mission to NATO officials said the United States 
does not assign civilians to other than high-ranking posi- 
tions and then only when it is believed advantageous. This 
is the case at NATO headquarters but not at Supreme Head- 
quarters Allied Powers, Europe (SHAPE), and subordinate 
commands. We found that 31 of 48 U.S.-staffed civilian 
positions at Allied Command, Europe, locations were secre- 
tar ial or clerical. U.S. officials told us these personnel 
were needed to assist the numerous high-ranking U.S. offi- 
cers at SHAPE who continually work with U.S.-classified and 
U.S.-only material. 

U.S. REPRESENTATION TO NATO ---------------1--P ---- 

The United States is represented at NATO headquarters 
and its subordinate activities to present U.S. views, pro- 
tect U.S. interests, and provide information and advice to 
U.S. Government policymakers. During our review 175 U.S. 
personnel were performing these functions at an estimated 
cost to the United States of about $5 million annually for 
salaries and allowances. 

A major representation activity is the U.S. Mission to 
NATO, headed by the U.S. Permanent Representative (Ambassador) 
to the North Atlantic Council who reports to the Secretary 
of State. In addition to supporting the Ambassador in Coun- 
cil affairs, the Mission staff represents the United States 
on various NATO committees and working groups. The Mission 
had a staff of 92, composed of State Department, DOD, and 
U.S. Information Service personnel. 
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The U.S. Mission to NATO is organized into political, 
economic, and defense sections, with administrative and 
public affairs offices providing support. The largest seg- 
ment is the 41-man staff of the Defense Advisor to the Am- 
bassador to NATO. The Defense Advisor is also the senior 
civilian representative of the Secretary of Defense in 
Europe. 

The'U.S. Delegation to the NATO Military'committee, 
provides the U.S. military representation to NATO. This 
delegation, which is separate from the Mission, is headed 
by a Permanent Representative who reports to the Joint 
Chiefs of Staff. In 1974 it had a staff of 37. 

The personnel of these two groups, both dealing 
with defense matters, comprise almost half the total U.S. 
representation to NATO. From our discussions with offi- 
cials of these groups, we concluded that their functions 
were quite similar. Mission officials agree but believe 
that separate staffs are necessary because of the differ- 
ent command channels and reporting responsibilities. Of- 
ficials of both the U.S. Delegation to the Military Com- 
mittee and the Office of the U.S. Defense Advisor stated 
that military and civilian organization in Washington 
has influenced the structure for representation to NATO. 
Also, other member nations are organized the same way as 
the U.S. representation to NATO. 

The Defense Advisor stated that having separate 
groups has occasionally led to differing U.S. defense 
positions at NATO. Both he and officials from the Ambas- 
sador's office said that some consolidation of functions 
might be possible but would require direction from higher 
command elements. A representative from the delegation 
to the Military Committee believed that consolidation 
would create an unworkable situation. 

The United States also has a National Military Repre- 
sentative at SHAPE who provides liaison between SHAPE and 
DOD, its commands and agencies. A major task is the opera- 
tion of U.S. message and communications center at SHAPE. 
The representative has a staff of 22 and is assisted by 
a U.S. communication detachment consisting of 45 military 
personnel. 

In addition to these activities, the United States 
is represented at various NATO agencies by smaller dele- 
gations. During our review 24 people were representing 
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the United States at the Military Agency for Standardization, 
NATO Integrated Communications System Management Agency, 
Allied Radio Frequency Agency, NATO HAWK project, and other 
NATO groups. 

SUPPORT COSTS we- 

The U.S. personnel assigned to international and rep- 
resentational positions require many types of support, in- 
cluding logistical, administrative, personnel, security, and 
other services. Under NATO agreements, most of the respon- 
sibility for supporting personnel assigned to NATO rests with 
the providing nation. NATO provides only limited direct 
personnel support to its international staffs such as bar- 
racks, auto registration, and some mess facilities. All 
representational staffs are supported entirely by providing 
nations. 

We estimate that it costs the United States about $39 
million a year to support its personnel. Complete support 
cost information was not readily available, and we believe 
this estimate is considerably lower than total support costs. 
(A small amount of these support costs are for activities dis- 
cussed in ch. 4.) 

The $39 million in identified support costs included: 

--$24.8 million for personnel and operations directly 
supporting NATO organizations. 

--$5.8 million in personnel costs of military service 
elements which support U.S. personnel assigned to 
international positions. 

--$4.3 million in personnel costs for such additional 
support as communications, security, and intelli- 
gence. 

--$4.2 million in such miscellaneous costs as medical 
support and temporary duty allowances. 

U.S. authorities could not provide an estimate of 
total support costs because these costs are dispersed among 
the budgets of many activities, commingled with non-NATO- 
related U.S. costsl and funded through such procedures as 
open allotment which does not permit easy identification. 
Our estimate does not include total costs for dependent 
schools, medical services, 
tions, 

exchange and commissary opera- 
or most permanent-change-of-station charges. 
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The !military services share logistic and administrative 
support responsibility for NATO organizations. These supoort 
activities determine U.S. support requirements at designated 
NATO locations and allocate funds from their own resources 
to accomplish support tasks. They may also support NATO 
through reimbursement from international funds. The per- 
sonnel and operating costs of these activities amount to 
about $24.8 million. 

In addition to this support, we found that each service 
assigns a support staff to assist its military component 
on duty at NATO international headquarters and subordinate 
commands. These support staffs primarily perform personnel 
and administrative functions for military personnel occupying 
international positions. They include training, supply, 
document control, mess hall, and other personnel and per- 
sonal staffs for general officers. 

The three services had 349 personnel performing these 
tasks at an estimated cost of $5.8 million for salaries and 
allowances. The location and size of these support elements 
depend on the number of personnel each service has assigned 
to international positions at particular headquarters. All 
three services have such groups’at SHAPE, and at least four 
subordinate commands have more than one service support ele- 
ment. In addition to the overlap among the services at several 
locations, we found that the work these personnel perform 
parallels and sometimes duplicates functions performed by the 
military activity having overall support responsibility in 
an area. 

For example, the U.S. Army Element, SHAPE, a subordinate 
command of the Department of the Army, provides, commands, 
and manages Army personnel assigned or attached to NATO com- 
mands in Europe. This element has 93 support personnel at 
SHAPE and 129 at subordinate commands. Also headquartered 
at SHAPE is the U.S. Army, Europe, 950-man NATO/SHAPE Suo- 
port Group, which performs a full range of support functions 
(logistical, administrative, budgetary, and other) for U.S. 
activities at SHAPE and several other NATO locations. Al- 
though the Army Element has some functions not normally per- 
formed by the NATO/SHAPE Support Group, several areas over- 
lap and duplicate work, such as military personnel manage- 
ment, sueebb training, and other general support functions. 

U.S. officials at SHAPE explain that separate organi- 
zations and support staffs, especially those engaged in 
personnel functions, insure assignment of hiqh-quality per- 
sonnel to international positions and permit flexibility 
in enforcing some U.S. requirements that might conflict 
with efficient performance of international tasks. They 
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believe this arrangement is more responsive to personnel 
and organizational needs in an international environment 
because the Army Element's status as a subordinate com- 
mand of the Department of the Army allows it to byoass 
normal Army channels in Europe. 

Similar overlaps at subordinate NATO military com- 
mands involve the Air Force and Navy, as well as the 
Army. At NATO’s Allied Forces! Southern Europe head- 
quarters, the Naval Support Activity provides general 
support services and a separate Naval Support Unit per- 
forms personnel, administrative, and other functions for 
Navy personnel assigned to international positions. A 
similar situation exists at NATO's Allied Forces, Northern 
Europe headquarters, where an Air Force activity provides 
general support for all DOD personnel in the area and a 
separate administrative detachment services the Air Force 
personnel in international staff positions. 

Also, a variety of miscellaneous staffs, totaling 
238 personnel , provide additional support to U.S. per- 
sonnel filling international or representational positions. 
These include communications, security, intelligence, trans- 
por ta tion, administrative, and other support and cost an 
estimated $4.3 million annually for salaries and allowances. 

Many of these personnel directly support NATO inter- 
national positions and would not be provided by the United 
States if Americans did not fill these positions. For 
example, an Army aviation detachment furnishes helicopter 
support to the Supreme Allied Commander, Europe, and a 
high-ranking U.S. "international" officer in a NATO agency 
has a U.S.-provided staff to assist him in carrying out 
his official duties. According to officials, U.S. person- 
nel are needed to supplement the international staff be- 
cause NATO manpower authorizations are not sufficient. 

We also identified at least $4.2 million in miscel- 
laneous operating and personnel costs. These include 
the operations and maintenance budget for the U.S. Mis- 
sion to NATO, U.S. Embassy administrative support to 
U.S. personnel on international staffs, operating and 
personnel costs of two medical facilities, and some 
temporary duty costs of U.S. personnel assigned to SHAPE. 

CONCLUSIONS 

The allocation of international military staff posi- 
tions is based primarily on the willingness of member 
nations to accept the oositions. The United States has 
accepted the largest single share of these positions and 
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1s rillinq :ildStl~ enlistea communications and administra- 
tive spaces rather than policymaking positions. 

vue believe that the number of U.S.-accepted positions 
is disproportionately high, particularly in view of the 
large percentage of the U.S. budget contribution to NATO 
and the additional support and military assistance costs 
not shared by NATO members. 

As we concluded in chapter 2, other members can and 
should assume a larger share of the U.S. costs to support 
NATO. tie believe, therefore, that they should accept a 
more equitable share of the international positions now 
allocated to the United States. 

There is considerable similarity of functions between 
the U.S. Delegation to the Military Committee and the Of- 
fice of the Defense Advisor to the Ambassador to NATO. 
Views expressed by officials of these groups were not 
entirely conclusive, but they indicated that the feasibility 
of consolidating some functions should be further considered. 

Although the full U.S. cost of supporting personnel 
assigned to international and representational positions 
is not readily available, the system for providing this 
support is costly and diffused among numerous activities. 
Some of these activities involve similar or duplicative 
functions, resulting in inefficiencies. We believe this 
support could be provided more efficiently with fe.wer per- 
sonnel by the consolidation of functions. 

RECOMMENDATIONS - 

We recommend that the Secretaries of Defense and State: 

--Negotiate, through HATO's mechanism, a more equitable 
distribution of international staff positions, to re- 
duce positions not essential to maintaining the U.S. 
position at the highest policy and decision making 
levels. 

--Consolidate the common functions of the Defense Ad- 
visor's Office in the U.S. Mission and the U.S. Mili- 
tary Delegation to the NATO Military Committee. 

lnje also recommend that the secretary of Defense review 
the system for supporting U.S. personnel assigned to inter- 
national and representational positions to determine whether 
activities coula be consolidated and overall support costs 
reduceu. 
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AGENCY COMMENTS 

DOD commented that, since the U.S. contribution to the 
common costs of NATO is approximately 27 percent and the 
United States has almost 27 percent of the total military 
positions in NATO, "It could logically be argued, and would 
be by the other NATO nations, that U.S. costs are therefore 
eminently fair." The U.S. contribution is more correctly 
28 percent of the total shared costs as the report now indi- 
cates. We state elsewhere in the report that the United 
States has accepted about 27 percent of the total military 
positions. We also point out that these positions are al- 
located mainly on the basis of the willingness of the mem- 
bers to accept them, with which DOD did not disagree. There- 
fore, the logic of the DOD argument that it would be fair 
for U.S. contributions and the filling of military positions 
to be at the same level is not clear. 

In addition, State Department officials commented that 
"the U.S. cannot, and should not, expect to fill only posi- 
tions at the highest levels on the military staff of NATO, 
as this is tantamount to an 'elitist' view of our role, 
which can only serve to undermine years of patient effort 
on our part to convince our Allies that we recognize the 
meaning of and worth of true 'partnership' if the Alliance 
is to function in all our interests." DOD noted that the 
filling of these enlisted positions by other NATO allies 
is highly questionable since most of the enlisted men per- 
form vital tasks in operation and maintenance of communica- 
tion activities, including cryptographic support. 

We believe that bearing a large percentage of the 
NATO budget costs could be considered justification for 
accepting a smaller share of international staff positions. 
We do not advocate that the United States eliminate all 
lower level positions, nor do we believe that the United 
States should jeopardize its leadership position by re- 
linquishing important high-level posts it is now filling. 
We suggest, however, that some position reductions are 
possible at most international staffing levels though more 
reductions are likely in the support functions as DOD sug- 
gested in the case of the U.S. Army Signal Battalion. 

We have identified several types of international 
military positions besides communications that are filled 
by enlisted personnel, and we believe that the United 
States could arrange reductions in these areas if com- 
munications positions can only be filled with U.S. per- 
sonnel. 
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hrith regard to consolidating the functions of the 
Defense Advisor’s Office and the U.S. Military Delegation 
to the Military Committee, both State and DOD stated that 
previous consideration had been given to such a consoli- 
dation which could lead to a reduction in personnel. i-low- 
ever I they believe such a meager saving would be more than 
offset by operational difficulties and loss of effective- 
ness. The present organizational structure is dictated by 
organizational structures in Washington, and each operates 
through different chains of command in the Defense area-- 
civilian versus military. 

We recognize that the continued existence of these 
two groups may be necessary; however, we still believe, 
and the Defense Advisor agreed, that some consolidation 
of functions could be made. 

DOD stated that there may be “room for improving our 
own organization in support of NATO” but mentioned no 
specific action with regard to our recommendation that it 
review the system of supporting U.S. personnel assigned to 
international and representational positions to determine 
whether activities could be consolidated and overall sup- 
port costs reduced. 
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CHAPTER 4 -------- 

U.S. COSTS OF SUPPORTING NATO ------------------- 

Another part of the $325 million in NATO costs, in 
addition to U.S. budget contributions, is the U.S. support 
provided directly to NATO. This support involves several 
U.S. activities at a cost of about $92 million a year, which 
is not shared by the other NATO members. Most of these ac- 
tivities have no other functions, so in all probability they 
would not be in Europe were it not for NATO. 

The United States has been providing nuclear weapon sup- 
port, medical services, and air base and training support for 
NATO on a nonreimbursable basis for several years. Attempts 
have been made to internationalize some of these operations 
so that the costs might be shared by NATO members. However, 
progress has been slow and the United States continues to 
finance most of the costs. 

Because complete cost information was lacking, the costs 
we have identified may be considerably lower than actual 
costs. Moreover, we did not attempt to identify all services 
the United States provides NATO on a nonreimbursable basis. 
We are presenting only those which came to our attention 
during our review. 

NATO-COMMITTED NUCLEAR WEAPONS SUPPORT --- ------------we-m----w---- 

Some U.S. Army and Air Force units are stationed in 
Europe solely to provide nuclear weapons support to NATO- 
committed forces of other nations. They provide a con- 
tinuous capability to receive, store, maintain, control, 
issue, and account for nuclear weapons. These units aug- 
ment combat units of certain NATO members and are stationed 
at host nation bases. 

These units cost the United States an estimated 
$83.8 million annually for pay and allowances. We were 
unable to readily determine from Army and Air Force offi- 
cials in Europe the operations and maintenance costs of 
these units or the amount of such costs financed by the 
host nations, 

Army nuclear weapons committed to NATO are controlled 
by 10 U.S. Army field artillery units, which at the time of 
our review had about 5,000 personnel assigned, about 97 per- 
cent of authorized levels. The pay and allowances of these 
personnel cost the United States about $67 million a year. 
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A 1 : r Iree nuclear weapons committed t3 NATO are 
contr-oileo sy 14 munitions support squadrons. On March 31, 
11374 I aoout 1,lUO personnel were assigned to these squadrons, 
aoout 3.9 percent above authorized levels. Pay and allowances 
of t.nese personnel cost the United States about $17 million a 
year D 

In addition to these costsl the United States Air ForceB 
Europe, nad programed about. $463,000 to provide support for 
these squadrons for fiscal year 1974 and had expended about. 
$331,000 througn the first three quarters of the fiscal year. 

According to DOD officials, nuclear weapons activities 
are governed by Service-to-Service Technical Arrangements 
between the United States and NATO countries, which specify 
what each party will provide. Generally, the United States 
provides the salaries, rations, special tools, and training 
for its personnel. The host nation provides all other admin- 
istrative and logistical support. DOD believes these are 
valid working arrangements which cannot be more favorably 
negotiat~ed at this time. We have been unable to determine 
now much of the costs of these activities is financed by 
NATO allies. 

, 

In our opinion, DOD should insure t-hat the NATO allies 
are furnishing the administrative and logistical support 
called for under these arrangements. We are not suggest.ing 
that the United States should share nuclear weapons respon- 
sibility with the allies, nor do we believe that this would 
necessarily follow an increase in cost sharing. Neither do 
we believe that Service-to-Service Technical Arrangements 
preclude the possibility of the allies agreeing to assume 
a greater share-- if not an equal share--in the personnel1 
administrative, and logistical costs of these activities. 
ilne importance of nuclear weapons commitments raises the 
question of whether arrangements for U.S. atomic warhead 
support should be negotiated at a higher level than the 
Service-to-Service Technical Arrangements. 

196TH STATION HOSPITAL ---------------w-w 

Under a 1970 agreement with SHAPE, the U.S. Army 
operates the SHAPE Medical Center in Belgium. The Center 
includes the 196th Station Hospital and an outpatient clinic 
composed of small Belgian, British, and German unit-s in 
addition to U.S. staffs. Under the agreement, the United 
States provides hospital care to all members of SHAPE and 
their dependents who are not provided this care by the 
other national elements. 
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The Medical Center was built, and is maintained, by 
SHAPE. The United States provides the pay and allowances 
of the 250 U.S. Army personnel staffing the hospital, which 
amounts to $4.1 million a year, and finances hospital operat- 
ing and equipment expenses at a cost of about $920,000 a year. 

Officials of the Medical Command, Europe, told us that 
the hospital was at SHAPE to serve the U.S. personnel and 
that its use by other nations was supplementary to the actual 
purpose. We noted, however, that the 1970 agreement provides 
that the hospital be used by all members of SHAPE and, in 
fact, the hospital serves the entire SHAPE international 
community. 

A U.S. civilian assigned to SHAPE pays $126 each day for 
hospital service while civilians assigned to SHAPE by other 
NATO members pay only $5 each day. We were told that U.S. 
civilians pay the higher rate because they generally have 
sufficient insurance coverage. 

DOD has not commented on the financial arrangements for 
the Medical Center. 

CHIEVRES AIR BASE ---P----P- 

Chievres Air Base in Belgium has the mission of support- 
ing aircraft serving the Supreme Allied Commander, Europe, and 
other top SHAPE officials. The United States has equipped, 
manned, and financed the air base since 1969. Personnel at 
the base are primarily responsible for air operations, air 
traffic control, maintenance, and security for assigned air- 
craft. Pay and allowances for the 86 personnel costs the 
United States about $1.4 million annually. A large portion 
of the base is used by the NATO/SHAPE Support Group for an 
exchange and commissary center serving U.S. personnel in 
Belgium and France. 

Beginning in 1974 and retroactive to January 1972, NATO 
started reimbursing the United States for some operating 
costs in response to U.S. pressure to internationalize the 
air base operation. However, the United States still fi- 
nances all pay and allowances, and negotiations between the 
United States and NATO for complete internationalization of 
this air base have nearly reached a standstill. 

SHAPE's proposed international manning plan would have 
the United States accept a majority of the military positions 
because of special U.S. expertise in many key functions. As 
stated on page 14, the U.S. policy is not to accept additional 
positions without identification and deletion of an equal 
number of U.S. spaces elsewhere in NATO. However, NATO 
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members are not agreeable to compensatory reductions which 
would offset the U.S. manning of Chievres Air Base. U-S, 
efforts to initiate internationalization of the base have 
been commendable Put have not been successful in relieving 
the United States from continuing to incu,r unwarranted 
unilateral costs for services benefiting all NATO members. 

DOD reported that a recent survey had disclosed that 
use of the airstrip by the United States was 84 percent 
versus 16 percent by other nations. We believe, howeverp 
that this does not disclose the purpose of the use. Since 
many U.S. personnel fill international positions at SHAPE, 
their use of the airstrip for NATO-related purposes would 
be greater than that of the other nations' personnel in 
international positions. 

NATO WEAPONS SYSTEMS SCHOOL - 

The NATO Weapons Systems School in Germany offers 
courses of instruction designed to prepare NATO officers 
for appointments to positions having decisionmaking respon- 
sibility and requiring comprehensive background of Allied 
Command, Europe. 

NATO has not authorized any positions for staffing this 
international school. Members have been providing staff to 
operate the school without any NATO reimbursement. The United 
States is the largest contributor, providing 30 of the 47 per- 
sonnel at the school at a cost of about $628,000 annually for 
salaries and allowances. 

DOD officials stated that a feasibility study on inter- 
nationalization of the NATO Weapons Systems School was being 
made and accumulation of cost data would require 3 to 
4 months. However, they do not believe that internationali- 
zation will reduce salary costs to any appreciable extent. 
In addition, Germany is already providing administrative sup- 
port and logistical support is reimbursable by NATO. We 
believe that, even though the actual cost saving may be 
small, the principle of the "partnership" of NATO will be 
upheld through such sharing. 

NATO TRAINING DIVISION -- 

The U.S. Air Force, Europe, provides a detachment of the 
7055th Operations Squadron as a NATO Training Division. This 
detachment is responsible for insuring proper handling of 
special weapons by non-U.S. -NATO strike units from the load- 
ing area to effective delivery on target. The detachment 
trains non-U.S. units to load and deliver nuclear weapons, 
evaluates their performance and that of U.S. Air Force 
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munitions squadrons controlling NATO-committed nuclear 
weapons, and augments NATO inspections of nuclear weapons 
activities. 

Although U.S. Air Force, Europe, officials were not 
aware of any effort to internationalize this operation, they 
consider the training activity entirely NATO-related. It 
costs the United States about $379,000 annually for salaries 
and allowances of the 16 personnel in the detachment plus 
$48,000 for operations and maintenance. We believe other 
NAT0 members should share such costs. DOD commented that 
some of these expenses were offset by the flying time pro- 
vided by the other countries. 

DOD agreed that reimbursement by NATO of the operations 
and maintenance costs for the NATO Training Division/7055th 
Operations Squadron may be appropriate since its mission is 
entirely NATO related. However, it accomplishes an entirely 
U.S. function of insuring compliance with U.S. directives 
governing the loading, control, release, and delivery of 
U.S.-furnished nuclear weapons to NATO strike forces. In 
addition “NOFORN restrictions and the bilateral agreements 
existing between the U.S. and user nations * * * prohibit 
consideration of internationalizing this unit.“ Since DOD 
concurs in our conclusion, we believe that increased sharing 
should be considered in any future negotiations. 

CONCLUSIONS --m---e-- 

As discussed in chapter 2, other NATO nations are eco- 
nomically capable of assuming a larger share of the cost of 
NATO. The huge costs to the United States of maintaining its 
NATO-committed forces in Europe and of trade deficits asso- 
ciated with these forces are compelling arguments for the 
other NATO members to offset U.S .-NATO costs where possible. 
The United States provides considerable unilateral support to 
NATO for which it is not reimbursed. We believe this support 
is a NATO responsibility and the costs of providing such 
support should be shared equitably by the members. 

RECOMMENDATION ------I----- 

We recommend that the Secretaries of Defense and State 
negotiate within NATO for other members to share the costs 
for support which the United States unilaterally provides. 
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CHAPTER 5 

U.S. COSTS OF MILITARY 

ASSISTANCE TO NATO NATIONS 

Another part of the $325 million in additional U.S. 
costs of NATO is the military assistance to NATO nations. 
Turkey and Portugal receive substantial amounts of U.S. 
grant military assistance at an estimated cost in fiscal 
year 1975 of about $98 million. 

Although the United States has unilateral security 
interests in these nations, its military assistance to 
them is justified primarily on the basis of their NATO 
commitments and their importance to NATO. Nevertheless, 
the United States has borne and continues to bear the cost 
of this assistance with relatively small amounts being pro- 
vided by other NATO members. 

RELATIONSHIP BETWEEN NATO COMMITMENTS OF TURKEY ---- 
AND PORTUGAL AND U.S. MILITARY ASSISTANCE --- 

Military assistance objectives and justification state- 
ments for Turkey and Portugal are contained in annual con- 
gressional presentations of the DOD security assistance 
program. 

Although the NATO commitments of Turkey and Portugal 
are of primary importance, security assistance programs also 
contribute to certain U.S. goals in these countries. For 
example, fiscal years 1974 and 1975 presentations cited 
Turkey's strategic importance to the United States and the 
maintenance of important U.S. facilities there. 

DOD also shows a relationship between the military 
assistance program to Portugal and certain U.S. rights 
there. Negotiations for renewal of the agreement cover- 
ing these rights indicated they are not the primary justi- 
fication for military assistance to Portugal. 

Congressional presentation documents were deficient in 
not quantifying the extent to which security assistance pro- 
grams for these nations contribute to their NATO force ob- 
jectives; nevertheless, NATO justification for them was 
firmly established. 

In the case of Turkey, major unit force objectives in 
the fiscal year 1975 congressional presentation were sub- 
stantially the same as the force goals shown in NATO plan- 
ning aocuments for the 1975-80 force-planning period. 
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Moreover, one of the frequently stated objectives of the 
security assistance program for Turkey has been to foster 
Turkey's continued active participation in NATO. The fiscal 
year 1974 presentation stressed that the military capabilities 
of Turkeyp among other things, are "essential for the protec- 
tion of NATO's southeastern flank." It further strengthened 
the NATO connection by pointing out that, "Since Turkish 
entry into NATO in 1952, the United States has made substan- 
tial economic and military support available to Turkey." 
Turkey's geographic position as a valuable location for NATO 
defense facilities was also highlighted. Again, the fiscal 
year 1975 presentation emphasized Turkey's membership in and 
strategic importance to NATO. 

Rowever, on February 5, 1975, U.S. military aid to 
Turkey was suspended by the Congress because Turkey's con- 
tinued use of U.S. -equipped military forces in Cyprus was 
not in compliance with the Foreign Assistance Act and the 
Poreign Military Sales Act. An amendment to the U.S. foreign 
aid authorization act (Public Law 93-559, Dec. 30, 1974) 
would allow continuation of aid only if the President certifies 
to the Congress that substantial progress toward agreement 
has been made regarding military forces in Cyprus and that 
Turkey is in compliance with the acts. To date, neither of 
these conditions has been met. 

In the meantime, other NATO members are discussing how 
they can provide Turkey with the necessary assistance during 
the suspension. There are also proposals to create a special 
NATO fund for support of the defense needs of members. 

Recent congressional presentations for Portugal do not 
show major unit force objectives; therefore, we were unable 
to draw a comparison with its NATO force goals as we did for 
Turkey. Nevertheless, these documents have justified the 
small security assistance program for Portugal on the basis of 
strengthening its ties to NATO and of supporting "Portugal's 
NATO-committed forces, primarily in the areas of air defense 
and antisubmarine warfare." 

Notwithstanding the relationship established in presenta- 
tion documents between military assistance and U.S. interests 
in the Azores in hearings before the Senate Subcommittee on 
U.S. Security Agreements and Commitments Abroad, DOD reported 
that: 

--The U.S. bilateral arrangement in the Azores is main- 
tained in the context of U.S. membership in NATO. 

--Most peacetime uses of the air base there apply to 
NATO. 
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--In th? event of war, the Azores facilities would be 
placed under NATO control. 

However, recent events in Portugal have raised serious 
uncertainties within NATO about what will.happen if Portugal 
becomes communistic. For the present no major chanqe in 
Portugal ' s status is intended. 

COST OF U.S. MILITARY ASSISTANCE TO __---------e--e ----e-d 
TURKEY AND PORTUGAL -_-l_l--------- 

The relatively small U.S. security assistance program 
to Portugal has amounted to about $354 million since 1950, 
‘I’ur key, as one of the largest recipients, has received about 
$5.2 billion in U.S. security assistance during the same 
per iod. 

Security assistance costs and related expenses planned 
for Turkey and Portugal in fiscal year 1975 are: 

Turkey -I- Por tqal w-c 

Equipment and supplies .$77,427,000 $ 308,000 
Supply operations 10,000,000 100,000 
Training 2,573,000 552,000 
Advisory group operating 

expenses (based on FY 1974 
personnel authorizations) 6,378,OOO 525,000 -p-m ----u-c-- 

$96,378,000 ----w-v $ 1,485,OOO -v-m.. 

Total $97,863,000 ---- 

The United States also planned to provide Turkey $35 mil- 
lion in excess defense articles and $90 million in foreiqn 
military sales credits in fiscal year 1975. 

CASE FOR OTHER NATO MEMBERS TO SHARE IN ------.a----------- ---------w--e 
COST OF U.S. MILITARY ASSISTANCE ------------------------- 

As previously stated, 1975-80 force qoals for Turkey are 
substantially the same as U.S. military assistance force 
objectives. DOD stated in its presentation to the Congress 
that the need to provide military assistance to Turkey will 
continue in the foreseeable future. 

However, assistance provided to Turkey by other NATO 
members is negligible compared with that provided by the 
United States. For example, between 1954 and 1973, other 
members provided about $224 million in grant military as- 
sistance to Turkey while the United States provided about 
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$4.2 billion. Currently, only Germany provides military 
assistance-- construction financing and excess defense 
articles--to Turkey, which has amounted to about $26 million 
annually since 1963. This assistance reportedly is also in 
suspension over the Cyprus situation. 

Only Canada has provided grant military assistance to 
Portugal. This amounted to about $37 million between 1954 
and 1973, compared with $350 million provided by the United 
States since 1950. 

A 1973 NATO study on the financial problems of station- 
ing U.S. Forces in Europe considered the possibility of shar- 
ing these costs. The study cited the precedent for countries 
other than the United States to provide such military assist- 
ante, stating that this had been done bilaterally and through 
the European Defense Improvement Program. 

“There is the option, therefore, within the con- 
text of burden-sharing, that some countries might 
provide some share of the aid at present being --- 
supplied by the United States, within-$%!@,- This -----------------v7 
could be arranged either bilaterally or under some 
joint financing scheme. This would be of direct 
budgetary assistance to the United States, and 
could also affect their balance-of-payments 
situation depending on the method chosen to pro- 
vide such aid .‘I (Underscoring supplied.) 

Although not granted under NATO auspices, some economic 
assistance is provided bilaterally to Turkey by NATO nations. 
This aid could be expected to promote Turkey’s economic self- 
sufficiency and, thus, further its ability to meet its own 
military needs. However, here again the United States bears 
the largest share of the burden by providing almost twice as 
much economic aid to Turkey as all other NATO members com- 
bined. Moreover , the total contribution of all other NATO 
nations is only slightly greater than the amount of U.S. 
military assistance provided annually to Turkey. For example, 
in 1972, the latest year for which data was available, the 
other NATO members gave $121 million in economic assistance 
to Turkey while U.S. economic aid amounted to $239 million. 
Althougn we obtained this data from the Department of State 
during our review, State said that these figures appeared to 
be incorrect and that U.S. aid that year was only $101.8 mil- 
lion, which is still almost as much as the total contribu- 
tions of all other NATO members. The U.S. security assist- 
ance program for the same year was $111 million. 
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IGone of the other NATO nations provide economic aid to 
Portugal. 

We found little evidence of a concerted U.S. effort to 
have ~JATO share in the costs of providing military assist- 
ance to NATO nations. One reason for this may be--as a 
State Department official told us --that most NATO nations 
are reluctant to consider military assistance within the 
framework of current burden sharing. Another reason may be, 
as some U.S. officials believe, that assistance from other 
NATO members would weaken U.S. influence in the recipient 
countries, with a possible deleterious effect on U.S. uni- 
lateral interests there. Apart from these considerations, 
however, is the possibility of differing priorities among 
the member nations, which might give preference to other 
NATO requirements. There are also questions of how such 
assistance would be multilaterally transferred, what the 
sources of procurement would be, and whether equipment pro- 
vided by NATO would be compatible with that the recipients 
already have. 

CONCLUSIONS 

We believe that other NATO members should share with 
the United States the cost of providing military assistance 
to support NATO force objectives for Turkey and Portugal. 
ke also believe that the other NATO members have the economic 
ability to do so. (See ch. 2.) 

NATO should establish force objectives for nations 
that will require external assistance to implement them, 
on the basis that all NATO members are willing to share the 
cost of providing such assistance. 

Accordingly, the present level of U.S. assistance to 
these nations should distinguish between NATO force objective 
costs the United States should assume unilaterally and those 
costs LJATQ should share. This would establish an equitable 
basis for sharing the annual costs of this military assist- 
ance with other NATO members and would benefit the Congress 
in identifying the true costs of NATO. 

KECOIGMENDATIONS 

We recommend that the Secretaries of State and Defense 
arrange with other NATO nations for an equitable sharing of 
the military assistance needed to meet the recognized NATO 
force objectives for Turkey and Portugal. 
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&e recommend also that tne Secretary of Defense 
separately identify and justify security assistance programs 
for Turkey and Portugal in congressional presentation docu- 
ments to show the programs' relationship to (1) NATO commit- 
ments of those nations and (2) U.S. unilateral interests 
there. 

AGENCY COMNENTS -------------I 

While agreeing that the NATO members should be encouraged 
to increase their share of the cost of military assistance to 
Turkey and Portugal, DOD and State indicated that this might 
be difficult. Identifying a NATO working group created in 
July 1973 to study ways of strengthening Greek and Turkish 
forcesr they stated that the United States views this group 
as a means of burden sharing and of multilaterally providing 
military assistance to Turkey. 

DOD commented that military assistance to Turkey and 
Portugal would be provided even if they were not members of 
NATO, although it did not state whether this assistance 
would be provided at the same levels. 

DOD cited the use of the Azores base to resupply Israel 
during and after the Yom Kippur War to point out the value 
of U.S. base rights there. We do not question the value of 
these rights but reiterate that the United States offered 
economic assistance, not military assistance, in return for 
the continued use of these facilities. 

We do not believe the State and DOD comments argue con- 
vincingly that the NATO allies should not share in these 
military assistance costs. The fact that the allies have 
discussed how they can provide Turkey with the necessary 
military equipment during the current suspension indicates 
that a greater sharing of these costs is entirely reasonable. 
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CHAPTER 6 -1-- 

ENHANCING CONGRESSIONAL OVERSIGHT THROUGB 

CCNSOLIDATED PRESENTATION OF NATO COSTS 

The U.S. costs of NATO are paid from at least 11 separate 
appropriations and, in most cases, are not fully identified as 
NATO costs nor recapitulated, in any document that we are 
aware of, as part of the U.S. costs of NATO. 

Although this report deals with only a portion of U.S. 
NATO costs, the findings reinforce those of our February 23, 
1973, report "HOW the United States Finances its Share of Con- 
tributions to NATO" (B-156489). 

In that report, we cited congressional need for consoli- 
dated information on the cost of U.S. participation in NATO 
and recommended changes in the way that NATO costs would be 
financed and reported to the Congress. 

Since our earlier report, there has been increasing 
congressional interest in reducing NATO costs. Legislation 
has been enacted to counter the international balance-of- 
payments problem associated with U.S. troop levels in Europe. 
The U.S. economy has declined, and concern has been expressed 
over excessive Federal spending. 

We believe these factors have intensified the need for 
improved congressional control over security assistance pro- 
grams in general and NATO spending in particular. Improve- 
ments are possible, however, only if the Congress is aware 
of how much is being spent and for what purpose. We believe 
this could be achieved if all costs of NATO, regardless of 
appropriation, were fully identified in annual security as- 
sistance program presentations to the Congress. 

MATTERS FOR CONSIDERATION BY THE CONGRESS w-I_ 

We recommend that the Congress require all NATO costs, 
,regardless of appropriation, to be identified in annual 
security assistance program presentations. Furthermore, 
the Congress should provide a definition for those NATO 
costs. 

To identify all these costs, section 657(d) of the For- 
eign Assistance Act of 1961, as amended, should be redesig- 
nated as section 657(e) and the following new section 657(d) 
should be added: 
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“(d) In addition, consolidated data on the costs of 
participation by the United States Government in the 
North Atlantic Treaty Organization shall be provided 
annually to the Senate Foreign Relations Committee, 
the House International Relations Committee and to 
each committee of the Congress having authorizing and 
appropriating responsibilities for funds expended by 
U.S. participation in international military organiza- 
tions. The data shall be submitted in support of an- 
nual budgetary requests for such funds and shall include 
current and prior year costs and amounts requested for 
the budget year. The data should be categorized by di- 
rect, indirect, and unallocated costs. In each cost 
category, the source of appropriations should be iden- 
tified and accompanied by a narrative explanation of 
U.S. objectives and program accomplishments.” 

Notwithstanding DOD and State disagreement with this re- 
port, we believe, as stated in chapter 2, that the improved 
economic condition of the NATO allies clearly indicates that 
they should share the U.S. costs we have identified in this 
report . Since the agencies apparently plan to take no action 
on our recommendat ions, we suggest that the Conaress consider 
them when making future NATO-related appropriations of defense 
and military assistance funds. 

35 



Y I 

APPENDIX I APPENDIX I . 

DEPARTMENT OF STATE 

Washington, D.C. 20520 

December 30, 1974 

Mr. J. K. Fasick, Director 
International Division 
U.S. General Accounting Office 
Washington, D. C. 20548 

Dear Mr. Fasick: 

The Secretary has requested that I reply to your 
letter of October 23, 1974, which transmitted a 
draft copy of the General Accounting Office report 
entitled "Does the United States Pay More Than Its 
Fair Share of the Costs of NATO?" 

The draft was reviewed in the Bureau of European 
Affairs, U. S. Department of State, and the 
Department's comments are enclosed. We appreciate 
having had the opportunity to review and comment 
upon the draft report. 

“r 'ncerely yours, 

Deputy Assistant SeCk&ary 
for Budget and Finance 

Enclosure 
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. 

DEPARTXENT OF STATE COMMENk 'ON' 
GAO DRAFT REPORT: -__- 

- - [See GAO note 1, PO 46-l 

. ;! 

. ; BEGIN'UNCLASSIFIED _. 
I 

i 1 . : . - 
GENE& DISCUSS-ION -- . 

I ;. . 
The Department of State welcomes this opportunity 

comment on the GAO Draft Report. 
. . 

- 
. . - 

. _ . . ‘. 
1s . 

to 

The Department and the Un'ited States Mission to NATO 
fully recognize the desirability of reducing U.S. costs to 
NATO whenever the complex economic and political inter- _ . .m 
relationships within the.Alliance make it possible and 
beneficial to do so. We believe that the GAO Draft Report * 
ignores many of these factors and tends to overly rely on a 
historical statistical review which, in addition to limitations- 
of scope, fails to document rather key changes in the Alliance 
over the last two years. It also places undue emphasis on ' 
economic equity as a major determinant of security policy. - . C. . 

U.S.; p&q since World War II has been precisely to-en- 
. . - courage and assist the-economic growth of Western Europe, 

through the Marsha21 Plan and other means,.to'build a stronger 
Europe -- politically, economically, and militarily. Our ef- 
forts have succeeded to the extent that our Allies are now 
able to provide the bulk of conventional defense forces 
stationed in Europe. In terms of overall defense budgets,. 
European defense spending (converted to dollars at current 

: 
: 

prices, existing -exchange rates) rake from $25‘billion.in'- -. 
1970 to $44 billion in 1974 -- an overall increase of 75 per- 
cent -- while U.S. defense spending held relatively stable 
at about $80 billion during'this period. In terms of con-' 
stant (1970) dollars. the European increase was much smaller -- 
on the order of 7 percent betbieen 1970 and 1973‘but declining 
slightly from 1973 to 1974. Constant dollar US defense 
spending declined over 6 percent from 1970 to 1974. 
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In manpower. NATO has .i.ncreased its fogces on the central. 
front by 50 percent over the last 13 years; NATO Allies now 
contribute 90 percent of the Alliance's ground forces, 80 
percent of sea power and 75 percent of its -air power. We 
have ended conscription in the U.S.; many.Allies still impose 
it. The total number of Americans in military service con- * 

a tinues to decline each year; at the end of FY-74,.it was less . - 
than 2-2.mi3lion (l.O5.'percent of pofiulation).. 8owevdr;no~;.- 
as in 1972, the Europeans have over 3.3 million men under . 
arms (I.2 percenb). . . 

The GAO Draft Report makes n;> b<eakdown by country 
which would allow identification of precisely which, if any, 
of the other NATO members should contribute'more to collective 
defensel and it fails to develop a'comprehensive set 0% 
economicScriteria with which to judge what.is a "fair share.: . . 
Comparative Growth Rates . . 

The GAO Draft Report ?rnpli.es that the other NATO countries, 
collectively and on average, will continue.to grow at rates . 
faster than the Unite+ States because this was so in the 
fifties and sixties. The Report does not mention that there 
were some special factors in the postwar era working in favor 
of mdre rapid European growth rates:, (1) Recovery from the 
war allowed construction of more productive new plants and 
equipment. (2) There was still more room in many European 
countries than .in'the U.S. for movement of the rural population 
into more productive sectors of the economy. (3') Lowering of 
intra-European tariff and payments barriers gave a fillip to 

.tr?de and growth, (4) New freedom of labor mobility permitted 
higher growth rates in several'European countries than could . 
have been achieved without migrant labor. The marginal bene- 
fit of these factors has by now diminished, and Europe may 
still grow faster than the U.S., but the "rate" at which 
Europe catches up with the U.S. may not be as rapid as before. . _ 

Growth is 'hot. oh1ya.a function' of supply considerations . 
(fabor force and productivity) but also of aggregate demand 

. sufficient to keep economies at or near their normal rate of 
capacity utilization. All NATO countries, for example, are . 

.nowI experiencing the inflationary and .balance of payments - 
impact of the oil crisis. Almost all are suffering.simul- 
taneously from considerable slack in their economies. The 
Report manages to see through these uncertainties and'con- - 
elude on page 16a that the past "is still a valid reflection 
of the long-run trend in comparative economic strengths." . . 

. - _ 
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. 
* 

- . 

Under the circumstances, however, the long term growth rates . 
projected earlier for the seventies may well no longer be 1 , 
valid. . . a-. - \. . . . * 

. 
. - . 

Balance of Paym ents - 
z . . . . . 

. 
The Report ,in its-analysis of postwar balance of payments 

de$elopments-fails.'to describe': (a) the"ddll&r-'exchange - . 
standard. established-at.Bretton Woods, (b) the use of the :-- 

- .T- :' 

dollar as an accepted form of official international liquidity, 
(c) the U.S. balance of payments deficit as the primary source 
of international liquidity, (d) the period of."dollar gap" in 
the fifties, or (e) the many years until August 1971 when the . . . 

,dollar was effectively overvalued because other major coun- - 
'tries would not'allow needed adjustment; The U.S. international. 
liquidity balance referred to on page 15 of the Report‘should' - 
be explained in terms of a failure in the international adjuSt- 
ment process rather than as a sign of relatrve weakness in 
the.U.S. economy. . . _' -. . * . : “Finally, the Report 'refers. on page 13 to' the huge U.S. 
trade-deficit in 1972f but makes no mention that the dollar - 
had just been devalued and that a time lag would normally be 
necessary before our' trade balance could recover from many -- :.: . ...:. 
years of comparative overvaluation. In fact,'the U.S. trade' - : .. 
balance did improve steadily in 1973 (when we had our first. *. 
balance of payments surplus in seven years) 'and, when adjusted * 

- for the impactsof higher oil priceso continued to .improve 
in first half'of 1974. The Report mentions' the.adverse .: .- 
effects of the oil price increase on all b1ATO Allies, but it 

' .-- *fails t'o note that,the;effect on most. European countries has 
been far greater than on the U.S.' Germany -aside, the European“ .. 
NATO members are headed for a 1974 balance of payments deficit 
of $30-40 billion versus $4 billion for the U.S.! 

Country-by-Country Bredkdown 
. . 

. I 
, . 

. We find that-the aggregate anaiysis'used in the Rdport ** * 
obscures the differences among individual Alliance members. 
In 1949, all of the European members of NATO were in ruins; 

'requiring a complete reconstructioxi of their economies and 
. political-'institutio.ns. Greece and Turkey did not become . . 

members of NATO until 1952, and their per capita GNP's were 
and still are so low that they are classified as Less Developed 
Countries (LDC's). The Federal Republic of Germany (FRG), 
which joined the Alliance in 1955, has made impressive economic' 

. . L . 
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progress, contributing greatly to the aggregate economic 
growth rate of NATO Europe 'since 1949. Precisely because 
of Germany's economic strength, however, there have been six 
FRG-US offset agreements since 1961. The latest one, for 
FY1974-75, cover-s over 2/3 of total U.S. military account 
balance of payments expenditures in Gerbany for thoge two 
years. Meanwhile, the UK has had a growth rate slower than - 

l the U.S. and has suffered from chronic balance of payments 
difficulti&?'; while Italy-.has deep ecopomic probiems. Yet '.:A 
the Report on page 13 says other NATO countries..."are 
rapidly closing the gap." Projected growth for Denmark in 
the 1970's is also lower than for,the U.S. On the other 
hand, Greece and Turkey may have more rapid growth rates 
than the U.S., but does this mean they should contribute 
more to NATO defense so long as their per capita incomes 
still remain far below the Alliance average? By not going 
into a country-by-country analysis, the Report does not pin- 
point who should be contributing more to NATO. . - . 

In sum, the failure to amplify comparative growth rates 
and the balance of payments leads to "statistical facts" 
which are misleading wiih respect to both historical perspec- 
tive and future prospects. Finally, the Report does not 
develop a composite economic'index by which.to measure each 
NATO member's "fair share" of the cost of collective defense. 

Responses to Specific Recommendations. 

Recommendatibn.(pages 5a and 31) 
. . . 

T&e Secretaries of Defer& and State should negotiate, 
through the mechanism of the.Alliance;d.more.equitable disy 
tributidn of the international staff positions to include . 
wherever possible a reduction of those positions not essentia: 
to maintaining the U.S. position at the highest policy and 
decision-making level. 
-- 

Response . . * , . . - . 

Inasmuch as the GAO Draft Report notes that the U.S. 
,has accepted some 27 percent of the total military positions 
in NATO (page 21) and that we have only 4 percent of the NATO 

.civ,ilian positions .(page'23), the Department of State will' ' 
defer to the Department of Defense, which negotiates the. 
military personnel assignments,'for the major response to 
this recommendation. we feel very strongly, however, that -- 
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the UoSS cannot, and should-not, expect to fill only positions 
at the highest levels on the military staff of NATO, as this 
Zs tantamount to an "elitistm +iew of our role, which can 
only serve to underr;.ine years of patient effort on our part . 
to convince our Allies that we recognize the meaning of and , 
'worth of true "partnership" if the Alliance is to function 
..in all our interests. ._ . . '. . 

. - . : - . . - .* _- - .m- . . _ - *.- - _ * .--- . . 
- .- 

. ** - . - 
: 
. 

. Recommendation (pages 5a and-32) 

The Secretaries of Defense and State should consider' . 
consolidating the functions of the Defense Advisor's Office e 
and the U.S. Military Delegation to the Military Committee. . ' 

- - . 
. - 

Response . 
. - . 

- Since Department of Defefise'elements sta'ff these.two * 
.organizations, the Departmenlz'of State will defer on the . 
major response to .Defense. In terms of their functioning, 
which influences the' overall efficiency of our representation 
at NATO, we believe the Report incorrectly highlights what 
it considers to be duplication and overlap of functions. Our 
Mission to NATO has.previously considered the consolidation 
proposal but found.that, while a major consolidation could . 
lead to a reduction in personnel, the meager savings in per- 
sonnel'spaces'would be more than offset by operaticnal diffi- 
culties and loss of effectiveness.. The present organizqtional * 
structure of-the USNATO Defense Advisor's Office and the U.S. 
Delegation to the Milithry Commi-t,tee,of NATO is virkually - 

. dictated by organizational structures found in Wash.'-ngton. . 
For example, the Defense Advisor has the responsibility for 
supporting U.S.. policy through civilian channels as the 
representative of the Secretary of Defense on the staff of 
the U.S;Ambassador to NATO. In implementing U.S. policy, 
the,Defense Advisor works'with the International Staff of 
the Secretary General and is a member of the Defense Review' 
Committee, which reports to khe Defense Planning Committee. 
The U.S. Military Representative has responsibilities through 
military channels for supporting U.S. policy as the repre- 
'sentative of the-chairman, Joint.Chiefs of Staff on the . - 
Military Committee and works with the NATO International . 
Military Staff. 
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Recomnendation (pages 6 and 38) . 
. -- . 

The Secretaries of Defense arid'state should initiate ne- 
gotiations within the Alliance for the other nations to share 
the burden for support which the, United States unil-aterally 
provides to NATO;, 

Response - . 
. . . ..-. . . . ; . . - -- * -. - - _ 

The Report notes that the U.S. is'providing 
*. -*_ 

"considerable 
unilateral support to NATO for which it is not reimbursed." 
Yet the Report also refers to fre,e facilities and services 
provided to U.S. forces by-our NAP0 Allies, but does not 
quantify 'these offsets. 'It also fails to mention other 
financial support that the U.S. has been receiving, such ai 
the Federal Republic of Germany's holding large amounts of ' 
dollars when our currency was under pressure, leading to a 
significant FRG loss when the dollar was devalued. No'r does 
it consider the-Jackson-Nunn Amendment and the fact that, 
based on present calculations, our deficit on military account 

.with NATO Europe in Fiscal Year 1974 will be offset by mili- 
talty procurement and other actions by our Allies, such as 
the US-FRG bilateral,offset agreement. END UNCLASSIFIED 

[See GAO note 4, p. 46.1 
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BEGIN UNCLASSIFIED 

Finally, we would also note that we find unrealistic 
the argument presented in the Report (pages 26-30) that our 
more afflue-nt European Allies should-be asked to-share the 
-costs of maintaining 'USNATO, USDELMC, 'USNMR SHAPE, and other 
NATO-related U.S. organizations, whose missions are to support 
and champion strictly U.S. national interests; 

** 

Recommendation (pages 6 and 45) 

The-Secretaries of State and Defense should .arrange with 
the NATO Allies for an equitable sharing of the military assist- 
ance needed to meet the recognized NATO force goals of Turkey 
and Portugal. 

Response 

A. General Subject: .- 

[See GAO note 3, p. 46.1 

Siiii- 
larlyi‘-Canadisn grant military assistance to-Portugal cannot 
be considered'disproportionate.when relate& td GNP. The as- 
sertion that there is little evidence of a concerted U.S. 
effort to have Allies share more in the costs of providing 
military assistance to other NATO countries ignores certain 
political "realities" in NATO: 

[See GAO note 4, p. 46.1 
It also ignores the existence --_--_.. 

of the- -~i;l;groupon--ways~d means of implementing the AD-70 
Report measures for the strengthening of Greek and Turkish 
forces, established by decision of the NATO Executive Working. 
Group on July 27,'1973; One of the purposes of the sub-group, 
as directed in its terms-of-reference, is to study what steps 
the Allies can take to modernize Turkish (and Greek) forces,- 
either through external assistance or multilateral programs. 
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The U.S. views the sub-group as a means to "share the burden" 
and to multilateralize military assi'stance. 

B. Turkey: As Secretary Kissinger ri&ed on December 7, 
1974, n... U.S. military assistance tq Turkey is cot, and has 
never been.,:-branted as's ‘favor. It has been the view-of-the- 
United States Government since 1947 that the security of 
Turkey is vital to the security of the Eastern Mediterranean, 
to NATO Europe, and therefore to the security of the Atlantic 
Community. These are the.r'easons; and these alone, that we 
grant military assistance. They were compelling when we 
first decided to grant such aid; they are equally compelling 
today." END UNCLASSIFIED., 

[See GAO note 4, p. 46.3 
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BEGIN UNCLASSIFIED 
. 

Turkey's economy has been improving since 1971. As a 
result, the U.S. h&s.started graduglly reducing,grant military 
assistance on the -assumption that Turkey,. while still-a de- 
veloping country, can increasingly meet its needs for so- 
phist icated military ha.rdware from its own resources. Moreover, 
the- G . S. 'has -been-steadily phasing out econoinii: Assistance to 
the soint where tie expec-t to make no neti commitments after 
FY75: The GAO Draft Report's figures (page 43a) for economic 
assistance to Turkey in 1972 appear to be incorrect, i-e;, 
the amount of U.S. aid that year was $101.8 inillion, of which 
$74.9 miIllion was in the form of loans. Economic assistance 
totaled $22.9 million in FY73, $4.6 million in FY74, and'is 
estimated at $3;2 million in FY75. END UNCLASSIFIED . 

[See GAO note 4, p. 46.1 
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BEGIN UNCLASSIFIED 

As requested, the Department has reviewed the various 
I port'ionsof the Report which werq classified and recommends 

removal of classification, sub'ject to Department of Def ens@ 
'concurrence,. from the following sections: page 3 (box l), 
page 20 (box 11, pag& 21 (box 21, page 23 (box 2) and - 

; page 40 (box 1). END UNCLASSIFIED 

_--- 
GAO notes: 

for European Affairs . 

1. Title of report subsequently changed to "Need to Reexamine 
Some Support Costs Which the 'U.S. Provides to NATO" 

2. Page number references may not correspond to the pages of 
this final report. 

3. Deleted matter has been revised in or omitted from this 
report. 

4. Classified material has been deleted because GAO reporting 
responsibilities can be met without its inclusion. 

46 



APPENDIX II APPENDIX II 

DEFENSE SECURITY ASSISTANCE AGENCY 

AND 

DEPUTY ASSISTANT SECRETARY [SECURITY ASSISTANCE). OASD/ISA 

WASHINGTON. D.C. 20301 MAR 6 1975 

In reply refer to: 
I-26832/74 

Mr. J. Kenneth Fasick 
Director, International Division 
U.S. General Accounting Office 
441 "G" Street N.W. 
Washington, D.C. 20548 

Dear Mr. Fasick: 

The sections of the GAO draft report, dated 23 October 1974, "Does 
the U.S. Pay More Than Its Fair Share of the Costs of NATO?" (OSD 
Case #3930), that relate to Department of Defense activities have 
been reviewed. 

Comment on all the suggestions and recommendations that pertain 
to Department of Defense activities is contained in the attachment 
to this letter. 

Comment on security classification will be furnished separately. 

In accordance with DOD Directive 5200.1, you are authorized to 
release classified portions of this report to the Congress. 

Defense believes the report is lacking in completeness both in 
substance and factual detail and request that the report be revised 
to account for DOD comments before sending it to Congress. 

Defense is willing to cooperate fully with the GAO in improving 
the Draft Report. 

Sincerely yours, 

Attachments 
a/s 
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CO!+iE!;T BY Till? DEPART?!!XL' CF DCiY:SE 
OS Tlii) GO DiLkFT,Ri3?OXT, JMTLD 23 KiOSi% 1974 

[see GAO note 1, P. 62.1 
.-_ 

. COIIE i1463C8 (OSU Cnst? 393;)‘ 
./- . 

G Et IYAT. CWXiC!iT : -- ~---- 

(U) T!x uudcrlying prenisc' of the GAO Report seems to 3e that U.S'. be 
Forcrs are in Eurapc strictly to defend the Western Europeans. It 
would foliow from this prcinise Chat whatever the U.S. contribution to 

e NATO is, it must be tco high. However, the fact is that U.S. forces 

. . are in Europe to sqport U.S., not just European, interests. Recog- 
nizing these U.S. interests provides an entirely different basis on 
which to judge fairness of the burdens cf.defense. 

(U) We buy most U.S. forces to-protect oilr interests against Soviet 
threat. At the present time, our greatest external interests and 
the largest Soviet converitional threat are both present on the . 
European continent. _ : , 

. . 
(U) /2ncrica has strong cultural ties 'with the countries of Western 
Europe. WC share the szme sources of,civilization and views about 
the preservaticn of free society. Banding together to defend that _ 

-,way of life is clearly more efficient than attempting individual 
defense efforts. 

(U) Under rhe-protection provided by NATO's collective defense, Euiope 
has grown to .becomc the world's second largest economic power, the .* 
largest exporter and importer, and the repository of-most of the world's 
monetary reserves. Europe is a strategic swing element with.great 
economic strength thatihas usually been used to the benefit of the . . 
U.S. An indication of Europe's economic strength and its potential 
for influencing our affairs is that the dollar vilue of our imports : 
from Europe is many times greater than ,from the Arab oil producing' 
states. An example of the use of this strength on our behalf is the 
West German' assistance in stabilizing the value of the U.S. dollar. 
Our role in NATO and our forces in Europe ere an importeG>t influence 
in stablizing and guaranteeing U.S.-European cooperation. A Europe 
int,imidated by the Soviet Union could mean economic.chaos for the U.S. 

(U) As the GAO Report states, one of the origins1 objectives of MT0 
WEIS to promote a unified Europe capable of assuming responsibility 
for its own defense. The goal of a politically unit?d Europe remains 
to be obtained, bur the Europeans have assumed the major responsibility 
for providing the West's forward defense against Soviet power. The 
Eurcpeans provide 93% of the ground forces, 80% of the ships and 75% 

r of the aircraft stationed in Curope. 
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(IJ) Despite their already sizcahle contributions, the Europeans can do 
l301’C, and it is our policy to encourage this. However, political soli- 
darity cnong the 13 Europe Lli"O nations is unlikely for the forcseeahlc 
future.. The presence of our forces in Europe together with our roles 
in various NATO bodies, enables us to take a major leadership role, 

. helping to bind the Alliance together, 

(U) Given the complexity of the U.S. role in Europe and the importance 
of the diverse U.S. interests that are served by the role, the GAO's - 
simple comparison of current economic strength with that of 1949 can- 
not provide a good indicator of the fairness of the current share of . 
the defense burden. 

[See GAO note 3, p. 62.1 
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[See GAO note 3, p. 62.1 

._ .- -.- -- .- _ _ - -_ . -.-.m .?"__._ . _- _- . _ 

! (U) The Defense Department is in accord,with and recognizes desirability 
of.rcducing U.S. costs to WATO.. It has -long been policy to reduce ~~2s 
at every opportunity whenever the complex economic, financial and politi- I 
cal interreletionships within the Alliance make it poss5ble and kencfkal 
to do so. To base recommendations on burden sharing solely on historical 
statistical review without considering these factors, however, is unreal- 
Istic. 

(U) The report conveis the impression that little has been done in the 
area of burden sharing within the Alliance. IL assumes that-the Alliance's 
economic ability to shoulder increasing Defense burdens will remain un- 
impaired despite the oil price rise and ensuing disorders in tlte inter- 
national economic arena,. c . - 

-. _ . . . . . . . . . . . . . . . . 
(U) Defense believes that the aythd& of the report have adopted an 
approach which.cloes not address the current economic capacity and 
prospects of individual member countries of the Alliance to bear a - 
larger or smaller burden of.our common defense. It is of course true 
that the aggregate economic growth rate of what is now NATO Europe 
has been greater than that of the U.S. since 1949. U.S. policy since 
World War 11 has been precisely to encourage and assist such growth, . 
through the Marshall Plan and other means, to build a stronger Europe-- 
politically, economically and militarily. Our efforts have succeeded 
to the extcrit that our Allies are now able to provide the bulk of 

.conventional defense forces stationed 'in Europe. Reciting of history; 
however, has no bearing on what may.be an equitable.sharing of the 
Defense burden at present. The aggregate analysis used in the report 
obscures the difference among individual Alliance members. In 1949, 
all of the European members of NATO were in ruins, requiring a complete 
reconstruct'ion of their economies and political instzitutions. Greece 
and Turkey did not become members of NATO until 195?,-and their per' 
capita GNP's were end still are so low that.they a'ro classified as LDC'S. * 
The FRG, which joined the Alliance in 1955,'has mad> %mpressive economic 
progress; but the UK has had consistently low eco.nomic growth rates 
and has suffered from*chronic balance.of pqmcnts difficulties, t:hi3e 
Italy is 'at pre,sent on. the brink of bankruptcy. ~. ,_,, r,(pi,,,,, ,,, ,. 
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(U) The report fail‘s to consl'dcr the eFonomi.c situation as of the end 
of 1974. Tile economic position of the U.S. vis-a-vis Europe was improv- 
ing, quite independently o f the cff,ects of higher oil prices. The U.S. ' 
had a balance of payments surplus for the first time in 7 years {a fact 

. not mentioned in the. report), while most of.our European NATO Allies 
(with the exception of Germany, Eelgium and the Netherlands) had dcf icits. 
The report mentions the adverse effects of the.oil price increase on 
all KATO Allies; but the'authors fail to note that the effect-on most 
European countries is likely to be greater than on-the U.S. - The economic' 
data presented. in the study are not useful 

\- 
as a guide to present burden 

.sharing considerations and.20 not present a reasonable assessment of the 
lon&kun trend in comparative economic strengths of the U.S. and other 
3ATO members. The argument that our more affluent European Allies should 
be asked to share the costs cf maintaining U.S. NATO, U.S. DEL8C, U.S. 
UMR SliAPE and other HATO-related U.S. organizations, Ghose missions are 
to support atid champion strictly U.S. national interests, is unrealistic. 

$&j-r&e GAOee.Gep&t refers-&.iyee $&~l~~ies anh services provided to U.S. 
forces by our NATO Allies, but does net quantify.these-offsets. ‘It fails 
to mention other financial support that U.S. received, such aS the FRG's 
holding large amounts of dollars when our currency was under pressure, 
leading to a significant FRG loss' when the dollar eras devalued. Nor 
does it consider the Jackson-lqunn Amendment-; and the fact that our deficit 
on military account with KATO Europe In FY 1974 vi11 probably be wholly 
offset by military procurement and other actions by our Allies, such as 
the U.S.-FRG Bilateral Offset Agreement. s 

(U) The GAO recommends th at the secretaries of State and Defense consider 
consolidating. the functions of the U.S. NATO Defense Advisors Office 
(ODA) and the U.S. Delegation to Military Committee of NATO (USDELWYC), - 
The basis for this recommendation appears to be that GAO sees duplication . 
and overlap of functions between the two. Consolidation could 'therefore 
theoretically lead to a reduction in personnel without loss of effec- - 
tiveness. Defense has previously considered this proposal; we believe 
that the meager savings in personnel spaces would be more than offset * 
by operational difficulties. The present organizational structure of 
ODA and USDELMC is virtually dictated by organizational structures found 
in Washington, For example, the Defense Advisor has thesresponsibility 
for supporting U.S. policy through civilian channels as the represen- 
tative of the SecDef on the Staff of the U.S. Ambassador to NATO, in 
implementing U.S. policy. The Defense Advisor works with the Inter- 
national Staff (IS) of the Secretary General, and is a member of the 
Defense Review Committee (DRC) which reports to the Defense Planning 
Committee (DPC), \.:hile the C.S. MILREP has responsibflities through l 

military channels for supporting U.S. policy as the representative"of . 
the Chairman, Joint Chiefs of Staff (JCS) on the military ccmmittec 
and works with the KATO International Military Staff (IKS). On the 
surface this may appear as a duplication of effort since both operate 
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in ihc Defense ormA. however, trhct is nor co::~~o:~ly untlctstood is tF..?r 
\;.S. )m,JC has pi-iicary actions for a wide rehse of mil-it..-rry subjects n0t 
covered by OiIA’and tlrat they operate from different perspectives and 
through different ch-ains of command - militsry versus civilian. 

[See GAO note 3, p. 62.1 

SimilZly;- 
.--- ‘.- ----- I-Ti-; - --__ ----- -- - .-- . . 

Cenedian grznt m~xtarg assistance to Portugal 
_ 

c,znot be considered disproportionate when related to GYP. The ssser- 
tion that ther'e is little evidence of a concxrtcd U.S. effort to have 
Allies &hare more in the-cos-te-of-providing military assistance to -. 
other FAT0 countries‘~does_.nIi_t_gec_ogn~ze . -- - - certsin political "realities" - -- ..-.- z __ _. 

-in ?\'A?0 
. ._- __.- -_.- 

[Se@ GAO.note 4,-p. 62.1 
It does 

not consider the-existence of the subgroup on uays 2nd riezns of 
implementing the My70 measures for the strengthening of Greek and 
Turkish forces, established by decision of the NATO J%acutive k'orkicg 
Group on 27 3uly 1973. One of the purposes of the subgroup as directed 
in its terms-of-reference, is to study what steps Allids can take to _ 
modernize Greek-end Turkish forces, either through external assistence 
or multilateral programs. The U.S. views the subgroup 2s a means 
to "share the burden" snd to multilateralize military aqistance. 

'(U) The authors discount the effects on European economies of the 
energy crisis, asserting that the effects will be temporary anh will 
not invalidate the report's conclusions that Europe ought to incrcese 
its share of NATO expenses. This' appears to be a very prcblematiczl 
assumption, given the significant and growing deficits now being 
experienced by several WP_TO Allies, snd pressures to further reduce 
their defense budgets. Defense strongly challenges this assumption 
in light of current events. 

(v) Defense believes the report for .the most part has been overtaken 
by recent events. For example, ipost of the data and discussion en&s 

as of 1572, HoGever, many important events effecting burden sharing, 
balance of payiilents, exchange reform znd the European Defense Iaprove- 
ment Program occurred in 1973 and 1974. During 1973 and 1974 the levzi 
of U.S. Defense expenditures in constant prices continued to decline. 
DOD spending during FY 1975 is at a lower level in konsrent dollars 
than at any time since 1950. Similarly, the GXC) draft uses 1968 to 
1970 as a bese for comparing the share of national budgets of the 
NATO Allies 2nd the U.S. allocated to Defense. The higher shzre of 
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the U.S. national budgets allocated to Defer~zc during this pcrjod v&s 
still influenced by t.hc war in SW. U.S. Dcfrnse spc:r;ding as 3 sh;lre 
of the national budget has further declined in 1973 and 1974. 

(U) In.establishing its "Case for Greater Allied Burden Sharing" 
in Chapter 2,. the draft report makes several statements uhich lead 
to distorted conclusions. . For example, the authors note that "Beimcen 
1963 and 1970 the RAT0 Allies allocated cn average of obout 10 percent 
of their national budgi3ts to Defense, while the U.S. allocated 52 pcr- 
cent to Defense." This statement is followed with a short disclainer - 
that although the U.S. figures include expenditures for‘U.S. worlcMdc 
coinitments, most of these are " e . . alnmst as vital to the Alliance 
such as the Sisth Fleet and U.S. Strategic (K~clear) krces.” The 
fact is that, in 1973 alone, total NATO country expenditures prixriiy 
related to the direct defense of KATO Europe were estiinatcd at around 
$57 billion ($17 billion for the U.S. plus Alljed total Defense expcn- 
ditures of approximately $40 billion, including France and Canada). 
Thus, the Allies' share of NATO Europe defense-vas about 70 percent 

.conpared with 30 percent borne by the U.S. Further, itsshould be 
noted that the U.S. devoted less thsn 2 percent of G!Q td this purpose 
whereas for the past several years our Allies have averaged over 
4 percent of GNP. 

(U) The authors also note that (1) from 1949 through 15'72 Allied GXP 
rose dramatically compared to that of the United States and (2) the 
U.S. balance of payments situation'on overall account declined signi- 
ficently relative to that of the NATO Allies during the szme time pcrlod 
\:'hile true, these arguments fail to recognize substantial Allied efforts 
to correct many of the imbalances on overall BOP accounts as well as 
on military zccount. 

(U) Beginning in 1'971 the European Allies agreed to a p&jor rearrange- 
ment of the International Monetary System in direct-response to U.S. 
requests for assistance. These adjustments had the effect of reversicg 
the downward trend in the overall BOP accounts -- resulting in a U.S. 
BOP surplus in 1973 -- and the U.S. was xell on the way toward recovery 
when the oil crises in 1974 disrupted advances made 2s direct result cf. 
the previous Allied concessions. 

(LJ) Allied efforts to offset some of our military expenditures have 
be& equally significant: 

- The U.S. and the FRG have concluded several bilateral;offset 
agreement's since 1961. Tine last agreement (FY 74-75) provided some 
$2.2 billion of FHG assistar,ce in form of procurement, securities 
and barracks rehabilitation for our troops in Europe. 
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- T11c Allies also spend millions of dollars annually in direct sup?orc 
of U.S. troops in Euxopc which arc not reflected in the BGI? accounts. 
For example, in CY 72 nione, the FKG spent some $450 million in the FRG 
and Blzrlin to provide U.S. troops with reel estate, to cover the O&!-I 
coats for roads,'and on other activities in direct support of U.S. 
forces. Other members of the Alliance incurred similar expenses. 

- The ongoing Jackson-Dunn exercise has revealed that the Allies 
have been purchasing a substantial sum of U.S. military equipment during 
the normal course of business which has gone unrecognized in the past. 
There is every indication that such Allied purchases, when coupled 
with the recent U.S.-FRG Offset Agreement, will be sufficient to offset 
all U.S. MAT0 related Defense EOP espenditures in FY 74. I 

(U) None of the above should be taken ko mean that Defense is completely 
satisfied with the present level of Allied contributions to the COLXTO~ 
defense nor that we see no room for improving our own organization in 
support of NATO. Ve must recognize, however, that the recent uphevals 
in the international economic system related to energy supply and cost 
may well limit Allied ability -- econbmically and politically -- to 
increase their defense expenditures in constant prices in the near 
term.- We believe a more reasonable approach is to focus attention on 
improving the allocation of available Allied resources and at least 
maintaining the level of ,'llied Defense expenditures in constant prices, 
rather than attempting to increase Defense budgets in real terms at this 
time. 

--- 

[See GAO note 3, p. 62.1 
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. . (3) Tl?e statez:er,t that for the period (19C?-1972) ti:e U.S. conLributic,ns 
were incrcssing while costrib-ut<cns of the Alllea dscrcz:scd is c?-~sllcz~cd 
by the fol!-orying: 

Unde; the European J)eier.se Improveznt Program (EDIP), the Eurcpcan 
Allies undertook in 1970 to expend an addit-ional $1 billicn tc zrrpent 
and modernize their forces over a five-year period. Rnnuei increases 
of '$1.3 billion in 1972 end $1.5 billion in 1973 were additionally 
agreed to, most of t:hich hes been 1:s ed for purchase of nev waponry+ 
t:ith the U.S. being a princip21 su?plier. XitCU21 Allied dcfease exjzend- 
itures of other NATO nations, between 1965-1972, rose from $19.5 billion 
to $35 billion in current doilcr values. U.S. 2eierise ex?cnditures as 
2 i>ercentege of GIG declined frcn 8.4 percent in 1970 to less thzn 7 
percent in 1973,_~hile-ti~e~GI~P-F~rCentag , . e for the NATO Allies, following 
a steady decline in previous ye==, leveled off at a littie over 42 in 
1970 and has remained at this level ever since. 

(U) The designation of "other MTO" nations as a single entity could 
be misleading. The report contelns comparisons of U,S.'vs. MT0 fiscal 
positions which indicate thet %?I0 countries k-hen considrred‘as a single 
entity ere in an extremely fet:oL-‘ LcL31e position to increase their contributions 
to the support of KATO staffs ar;d kcilities. >:ost of the $3.2 IEOP 
billion surplus referrec? to in the repcrt is the result of 273 ISOP surplus 
for FRG and deficits for most other Allied naticns, which is offset by 
the considerable FRG surplus. Tine fact that "other NATO" countries, ss 
b'n entity,' can assume additional burdens is not sustained. The GAO 
estimates of IEOP positions of our European Allies (page 15) are out of 
date. There have been signiffczt changes between 1972 and lS74, i.e., 
only Germany has increased its balance, from $1.04 billion surplus in 
1972 to an estimated $7 billion in 1974. The other Allies, collectively, 
are faced with an estimated deficit of over $28 billion this year. 

(U) The report states that in 1974, the U.S. contribution to the common 
costs of KATO is $135 million, acproxinately 27 percent of the shared 
costs. Other references are ~22~ to the fact that the U.S. has "almost 
27 percent of the total military positions in HATO". It could logically 
be argued, and would be by the other KATO nations, that U.S. costs are 
therefore Cmin2ntiy fair.. 

(U) In manpow&, the KATO Allies have increesed their forces cn the 
Central Front by 50 percent over the last 13 years.end TIOV contribute 
90 percent of the Alliance's grcund forces, Sa*percent of the sea power 
and 75 percent of its air paver. 

I@ The GAO essertiop . . . "the ihreat of overt c0xxnis.t takeover is 
diminished . ..." is too simpllsiic. AD "over i" takeover is not the 
pri;uary threa.t. Soviet objectives cre focused on enhancing Xussie's 
position 2s a super power and furthering its lcnger terz interests in 
atter,?ting to achieve global sugrenacy on a Fircemeal basis. This 
is clearly manifested in the rsix:cnence of KEisaC Pact fcrces f2r.in 
excess of those required for defense, and in the continued srgnificant 
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efforts by tl12 USSR to make both qcalitativc rend qcantjtative inprclvc- 
~cnts in convcnCiona1, nuclear, land, sea and air forces, notwithsttrrdii~~ 
its stated adherence to a policy of detente. 

[See GAO note 4, p. 62.1 

The following comments are fre$d-'t&-page n&krsmon the draft report: 

Page 13, (U) The tabulation below reflects that total non-U.S. WCC0 G!+P 
at factor cost in current prices (includi?ig .inflation) increased apyroxi- 
mately twice that of the U.S. The base year (1949) used by GAO, with 
Europe still practically destitute, would account for such a difference. 
However, the szme data,.based on 1964 as 
totally different concept as illustxatgd 

GNP 1964 

U.S. 
Non-U.S. 'MT0 

(UT, In addition, this 
if expressed in terms 

U.S. 
Non-U.S. HAT0 

U.S. 
Non-U.S. NATO 

(In Billions) 
$584.05 
'-400.54 - 

data would present 
of GNP in constant 

the base year would present a 
below: . 

GNP 1972 Percent of 
(In Billions) Increase --- 

$1,062.29 81.8 
866.96 116.4 

an entirely differen,t picture 
1972 market prices. For esanple: 

$ Billion - 1972 Narket Prices Percent of 
GNP 1950 GNP 1973 
$519.1 $1,223.4 

Increase 
136 

367.9' 1,110.3 202 

$ Billion - 1972 Market Prices Percent of 
GhT 1964 
$902.6 

GhT 1973 
$1,223.4 

Increase 
36 

734.1 1,310.3 51 

Page 17,.(U) The statement that during the period 1968-1970 the U.S. 
allocated 52 percent of its national budget to defense is not compatible 
with the following: 

Fiscal 
Percent of U.S. National. Budget 

Allocated for Defense 
Yea-r SAT0 Definition U.S. Tkfis,ition 
1968 44.6 45.0 
1969 43.7 44.0 
1970 40.6 40.8 
1971 36.7 36.7 
1972 33.6 33.8 . 
1973 30.4 30.8 
1974 29.6 29.3 
1975 28.2 28.8 
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Page 18, (u) The l:ATo AllfeS rJl.‘CWide free of ChzrCe for USi’ Of U-S, 
kr~g frtrccs in Europe facilities having a replzccneat value in c~ccss cf 
$15 billion; these include buildings, grm~?ds, surizced areas and rail- 
roads. A cocscrvative i0 percent return each year would result in $l.S 
hilljon in rents to the host HATO nations. Additionally, the FZG.;;as 
provldcl3 U:XiZXX/USAPE during FY's 1974-1975 6C0 million drutsche marks 
(LX) ($233 )I) which has provided for renovation and rehabilitation of 
troop barracks, dining halls and associated utility systems. 20 million 
Wi's ($7 . 8 !*I) were also provided by the FKG for lend taxes and-%ndi&g- 
Pees for FY's 1974-1975, 

Page 22, (U) Th e exan~les cited of enlisted positions that could be 
filled by-other RAT0 Allies is highly questionable. I\'ithin ACE, U.S. 
military manpob;er resources are allocated into three basic functional. 
areas. The authorized enlisted breakouts for these areas are (1). 
command, control and staff - approximateiy.22 percent. Enlisted person- 
nel perform a variety of technical tasks, as well as intelligence and 
administrative tasks. The 22 percent is required to support key U.S. 
officer positions in the command and control and planning functions, 
and to insure an effective, cohesive operation within the Allience-- 
all of which is in furtherance 0f'U.S. inter.ests, .(2) signal support; 
C?.pproxiciately 62 percent. These enlisted personnel perform vital tasks 
in operation and maintenance of communications activities to include 
cryptographic support. It is primarily in this area where the U.S. 
expertise is required; particularly in those trades/skills that are 
significantly more available in the U.S. than in other nations. (3) 
Other support: approximately 16 percent. Enlisted personnel perform 
tasks normally associated with the support of a headquarters and 
includes driv&s, mechanics, engineer technicians and security personnel. 

(U‘) The rationale for the present "internationalized" U.S. Almy Signal --_ 
Eattalion is sound.. Those personnel performing national support func- 
tions (e.g., personnel administration,, battalion mess) with specific 
related overhead positions could be withdrawn from the ycacetim@ organi- 
zation. 
required 

.However, the exclusively national support would still be 
and must be performed by a national support activity at some 

location. 'care must be exercised to insure that personnel in supply 
and maintenance functions, that directly support corrJnunication missions, 
are retained within the BN. This situation is also applicable to the 
German Signal Battalion performing similerly in CEKTAG. There are 
cogent war-time operational reasons supporting crganization integrity 
plus direct U.S. benefits derived from pro-.-iding CO?i CEKTAG compat- 
ible and inter-operable communication to the U.S. Corps. 
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\:%I !';!::c 23. Kit11 rcfcrcnce to ci.vil.ian posi tiOirS, the U.S. receives 
:;m t,w Ja3:c.rnationsl Hc;dquaricrs credjts approxiT:flting slightly o-.‘cr 

LO l;el CClit (of t11c szl;xy and allowance costs for our civilian persomel. 
Also, the5.e monies paid by the U.S. to its civilian personnel are taxcblc, 
k.bile infcrliztional salaries arc not. Hence, U.S. Government. is tlrereby 
l-CCc-iViiig c,n additional rebate of approximately 20 percent in taxes, 
ncu:rcliz Sng ti;e $1.4 million fig:ure quoted. 

:!ci) Fegc 26. In com~~enting on U.S. costs for the support of WIO, GAO 
addresses such enti1rie.s as the Office of the USER, SHPE and t!le U.S. 
Fern:anent Keprcr&ntati.ve to the Korth Atlantic Council; it is unreasonable 
to expect that other Alliance ncmbers would be willing to "share" costs 
of these organizations. 

[See GAO note 3, p. 62.1 

(S) Page 34. Concerning nuclear weapons activities, Service-to-Service 
.* xl,nical Arrangeme;?ts (SSTA) are bifateral arrangements between the 
U.S. and MT0 countries for U.S. atomic warhead support. Tba basfc 
arrangement requires the host nr;tion to.provide U.S. forces with general 
administrative and logistical support. The United States provides 
the salaries, rations, special tools, and training for its personnel. 
This arrangement Requires the host nation to provide the following support: 
facilities (the iand and the buildings thereon, to include the necessary 
fixtures and furnishings); utilities; supplies and services; transportation 
(tactical and administrative), to include drivers and POL; communications; 

mintenance; fire protection; radiological safety; security; training; 
medical and. dental support; morale,- welfare, and club opportunities. 

[See GAO note 4, p. 62.1 
These arrangements are v&l.id and 

2re working. Experience shows t&t we could not negotiate more favorable 
zrrzngeirlents at this time. The United States and the respective Host 
Nations mutually have agreed on the support each would provide. The 14 
munitJons support squzdrons referenced on this page have an authorized 
manning of 1,050 personnel. 

(u) Pagr 35. The facts concerning the 196th Station Hospital should be 
cor:ccted to read as follows on this page: 

(1) Para 2, line 2 - the figure 250 U.S. Army personnel should be 
changed to read 290. 



(u) Page 36. A feasibility study on inter~aticnalizstlon of the NATO 
W~P~OPS syr;lws school i.c.cilrrently 5-n progress. fkClJD33ht~fJn Of Cost 

c-JQ+3 for icc3xion in t!?e study ~111 require three to four mwths. It . . -. 
is l&t considered t?@t internationalization r~ill reduce SzlarieS to 
any apprecj.nble extent. It should be recognized that already other 
nations are pyoviding epproximstely 13 officers who serve as instructors. 
Also the E'i?GcSa providin!: agministrative support for thz school and 
logistical suPport is reL?turseable by 1L410. , 

.IU) Page 37. The report states USAF3 officals ivere not aw3re of any 

effort to iaternationallze the NATO Training Di-Ji.sionj79.55 Operations 
Squadron, and th3t they consider the effort %wtir:ely !XTO related. Pay 
and aliowances of. 16 detachment personnel are c.ivea ht $379,000 annually. 
O&M costs are said to be unicnown. The portion of the 7355 Operations 
Squadron cited as being NAT@,training oriented consists of 15 r;anpowcr 
authorizations (4 officers, 10 airmen, 1 civilian). A~proxirmtely 
$4,7,OSO of 031 fl;ndS are spent to support this w$t. R,:inkrstment by 
NATO of thjs sun may bc appropriate. USCINCE~R has t2s2:cd CLNcuSA~-E 
to train, cerLi.fy an2 standardize ali SATi) strike forces. To accomplish 
this task, the 7055 Operations Squsdron :.ras fomzd. Its genesis rests 
In Annex I, of ELICGN Pirectivc 60-10. T!>e 7055 ch Operat-l.ons Squadron 
(MT0 Trsining Divisicn) has both a training ~I-L! evaluation function, 
involving the lo&ding, control, xele-sc and deiiverp procedures of U.S.- 
furnisllcd rmclcar xapons to NATO strike forces. KOFCi?!N rcstricticcs 
an? the bilateral agr-eeurnts existing between the U.S. and user naticns 
(formulate4 tr. gwrantre positive U.S. owners?lip, control and custody 
of nuclear wcaPons) prob'ibzt consideration of internationr;lizing this 
Wit. They serve as a Fatchd@g to insure cccpl',ance with U.S. directives 
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end procedures, as well as providing SkCEiG a souscc of accurate, 
tiixly, and unbiased inforcation on thc.cqxbilities of SAT0 nuclear 
strike forces. The N.+TO member countries provide flying tj.mc at no 
expense to the U.S. for the pilot officers assigned to the 7055 operations 
squad 1011. . This flying tine (approximately 375 hours per ye3r) offsets 
sore of the U.S. expenses. While Defense concurs 'ihat the 7055th aission 
is .entircly HATO related, it accomplishes an entirely U.S. function. 
the 7055th sSould remain a U.S. function. Further, during the early 
stages of the Korth Atlantic Treaty Organization the United States 
agreed to provide NATO with an etonic weapons capability. The Atomfc 
:.'ne+gy Act was amended to permit the pcsitioning of atomic weapons with 
non-U.S. forces with the provisicn that the U.S. would retain ownership 
and custody of the wxpons. Atosic support agreements bet\.:acn each 
user nation and the U.S. were cocsuzaaated following the oinisterial 
meeting in Faris during December 1957. At that time, the responsibilities 
for each user nation were define2 before U.S. nuclear weapons were 
provided. These agreements range from broad policy agreenents at the 
highest governmental level, to detailed support agreements between 
USCINCEUR and the.uscr nation Air Force. Consistent with U.S. ownership 
end custody, HQ USAFE is assigned responsibility to train the non-U-S. 
delivery forces in the loading and delivery of U.S. atonic weapons. 

(U) ‘ Page-39. Reference is made to the U.S. military assiitance granted 
to Turkey acd Portugal. Defense considers that national security policy 

.r?rould provide for military assistance to both countries evEn if they KErc, 
not nexbcrs of INTO. U.S. assistcnce to these countries does not by any 
means provide the total aid required to fulfill MT0 and their national 
gozls. Considering both K4TO and unilateral U.S. interests, reduction 
in U.S. aid is not.indicated. With present a~,en&nent to the ccntinuizg 
resolution authority bill effective 10 Dee 74, we may be faced with the 
Tealization of hot: important our unilateral interests fn Turkey actually 
are. Loss of Vestern influence in Turkey would weaken a major barrier 
between the Soviet Union and its interests in the Kiddie East as well 
as cause the U.S. to find a longer, more expensive route to its interests 
alcng the Arabian Gulf and Indian Ocean area. S.taiement than "best 
rights is small justification for military assistance" should-be r;.cre 
rarefully rev:wed. The exterrs2Ve USE of iajes in the Azores to resupply 
Israel during and after the Yom !;ippur war should dramatically point 
out the value of our base rights there 2 not In the KATO context but 
in U.S. unilcteral interests. Kt?'lout Lajes, SUppOrt of Israel would 
have been more costly and time consuming, 

(u) The tying of NATO force goals to security assistance programs should 
be readily understandable whe n considering that both prograns.are directed 
at strengthening MAT0 Allies to ileter a common enemy (the Liarsaw Pact), 
Defense has no argument with attempting to encoqurage additional K,4YO Allies 
to increase their share in the cost of military assistance to Tur.key and 
Portugal. We have little faith in its success because cf current pressures 
and the Defense expenditures af potentials donors and possSbility tha: funds 
would have to be diverted from their own defense efforts. 
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(U) One of the most serious constracnts on ACE force cifeclivcness, 
bdth in dctcrrent and defense rules, is the lack of flexibility and 
interoper;bility. -A key to the solutjon is nasimua standardization of 
all military tasks and equipment in NATO. Corraon tactics and training, 
interchsnieable wsr stocks, standardized weapons system, cormand and 
control systems and compatability, are among the El-!!E priority goals 
and these are fully supported by SECDEF. Nili tary assistance provides 

. a form of leverage that permits tliC U.S. to maintain substantial'influence 
in NATO military circles. Any significant curtailment of this assistance - 
fosters a political climate that militates against such influence. 

(u) The reasons for significant variances in cost data contained in the 
report are not understood and explanations for the differences have not 
been presented. For example: 

?age 
Ro. of Total Cost Cost Per 

Personnel (In Millions) Person 

19 4,697 $ s9.4 $ 19,040 
19 127 1.3 10,656 

' 19 92 2.6 28,206 
30 238 4.3 18,067 
34 5,000' * 67.0 13,400 
37 30 .63 20,933 

Although not specifically addressed in the report the following merits 
consideration by the GAO: 

[See GAO note 3, p. 62.1 
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GAO notes: 

1. Title of report subsequently changed to “Need to Reexamine 
Some Support Costs Which the U.S. Provides to NATO” 

2. Page number references may not correspond to the pages of 
this final report. 

3. Deleted matter has been revised in or omitted from this 
report. 

4. Classified material has been deleted because GAO reporting 
responsibilities can be met without its inclusion. 
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PRINCIPAL 1J.S OFFICIALS 

Tenure of office --- - To -- From --- 

DEPAFTMENT OF STATE ---- -a--- 

SECRETARY OF STATE: 
Henry A. Kissinger Sept. 1973 
William P. Rogers Jan. 1969 

Present 
Sept.,1973 

ASSISTANT SECRETARY OF STATE, 
BUREAU OF EUROPEAN AFFAIRS: 

Arthur A. Hartman 
Walter J. Stoessel, Jr. 

Feb. 1974 Present 
Aug. 1972 Feb. 1974 

AMBASSADOR, U.S. MISSION TO NATO: 
David Bruce 
Donald H. Rumsfeld 
David M. Kennedy 

Oct. 1974 
Feb. 1973 
Mar. 1972 

Present 
Oct. 1974 
Feb. 1973 

DEPARTMENT OF DEFENSE ---- -- 
SECRETARY OF DEFENSE: 

James R. Schlesinger July 1973 
William P. Clements, Jr. 

(acting)' May 1973 
Elliot L. Richardson Jan. 1973 
Melvin R. Laird Jan. 1969 

Present 

June 1973 
May 1973 
Jan. 1973 

ASSISTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SECURITY AFFAIRS: 

Robert F. Ellsworth , June 1974 
Amos A. Jordan (acting) Jan. 1974 
Robert C. Hill May 1973 
Lawrence S. Eagleburger (acting) Jan. 1973 
Dr. G. Warren Nutter Mar. 1969 

Present 
June 1974 
Jan. 1974 
Apr. 1973 
Jan. 1973 

COMMANDER IN CHIEF, EUROPE: 
Gen. Alexander M. Haig, Jr. 
Gen. Andrew J. Goodpaster 

Nov. 1974 
May 1969 

Present 
Oct. 1974 

RESPONSIBLE FOR ADMINISTRATION ------ --------------- 

OF ACTIVITIES DISCUSSED IN THIS REPORT -I-c-----------.-----I-I- 
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