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Economic Cooperation

The authors o f the A tlantic Treaty, m indful of all the bitterness and hardship
caused by the crisis in the thirties, were insistent that econo m ic rivalry,
institutionalised at the level of the nation state, w hile useful perhaps as a
stim ulus to com petition and grow th, m ust not be allowed to become a source of
fric tio n w ithin the Alliance and thus affect its solidarity.
For this reason, A rticle 2 o f the North A tlantic Treaty lays down that the
Parties “ w ill seek to elim inate co n flict in th eir international econom ic policies
and w ill encourage econom ic collaboration between any or all o f them ” .
From the start, the A tlantic Alliance, w hile prim arily concerned w ith co or
dinating the com m on defence e ffo rt and prom oting political consultation, has
been alive to the value o f econom ic consultation w hich has developed steadily
since 1949 and is now an integral part o f NATO's activities.
In 1956, a decisive fillip was given to NATO’s w ork in this field by the Report of
the C om m ittee o f Three1, w hich com prised a num ber o f im portant recom m end
ations and basic principles, as the result o f w hich NATO's role in the econom ic
sphere was strengthened and has continued to develop.
Chapter 3 of their report, w hich deals w ith econom ic cooperation, takes the
view that “ political cooperation and econom ic co n flic t are not reconcilable” .
Consequently, Allied countries recognise that they have com m on interests in
the econom ic sphere w hich should induce them, collectively or individually, to
do all they can to foster the grow th o f th e ir econom ies. This means that NATO
countries m ust keep econom ic activity at a high level if they are to succeed in
im proving the standard o f living of th e ir peoples, in m aintaining fu ll em ploy
ment, in keeping up a sustained research and developm ent program m e, assist
ing the less developed countries and m aintaining and, if necessary, increasing
th e ir defence capability.
The report does not say that the im plem entation of practical measures of
econom ic cooperation must necessarily take place w ithin the NATO fram ework.
It w ould, indeed, be pointless fo r the Alliance to undertake tasks w hich are
already carried o ut by international organisations specifically set up fo r the
purpose. The m em ber countries w hich play a m ajor role in these organisations
are in a position to prevent the adoption o f econom ic policies w hich run
counter to the sp irit and the interests of the Alliance. However, the report does
suggest that consultations m ight take place w ithin NATO whenever questions
arise w hich are of particular political or strategic im portance fo r the Alliance,
especially those w hich "a ffe ct the econom ic health of the A tlantic C om m unity
as a w h o le ".
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In th e ir Ottawa Declaration of June 19, 1974, the Allied governm ents re
affirm ed their wish 'to ensure that th eir essential security relationship is
supported by harm onious p olitical and econom ic relations. In particular, they
w ill w ork to remove sources o f co n flict between their econom ic policies and to
encourage econom ic cooperation w ith one another.’
The Alliance provides an effective fram ework where different and interrelated
aspects of p olitical, m ilitary and econom ic questions can be examined. In this
connection, the NATO approach and m achinery may serve a very useful pur
pose in fa cilita ting discussion on certain delicate aspects of international
econom ic relations, fo r example, the econom ic aspects of the follo w -u p to the
CSCE Helsinki Final Act, and more recently, the question of econom ic relations
w ith the Soviet Union follow ing the invasion of Afghanistan. The NATO con
sultative process also provides the means of stim ulating or initiating specific
action in the purely econom ic field to safeguard Alliance Interests when thè
need arises. In May 1978, the C ouncil invited the Secretary General to conduct a
study on econom ic cooperation and assistance w ithin the Alliance, which
resulted in special action being initiated by the Alliance member governments
to assist the less prosperous members through the appropriate international
fora.

NATO'S ec o nomic a ctivities
The Report of the C om m ittee o f Three resulted in the creation, by the NATO
C ouncil in 1957, of an Econom ics Committee, w hich reports d irectly to the
C ouncil itself and meets under the chairm anship of the Director, Econom ics
Directorate. All member countries are represented on the Econom ics Com 
mittee.
The Com m ittee has tw o main functions. Firstly, it acts as a clearing-house for
the exchange by m em ber countries o f inform ation on current econom ics
questions m ainly concerning East-West relations directly affecting Alliance
interests, and it enables th eir im plications to be discussed. It is a convenient
forum for the regular discussion o f problem s raised by one or other m em ber of
the Alliance or by the Council. C onsultations of this kind may, where app ro pri
ate, result in recom m endations w hich can guide member governm ents in
fram ing national policies. The Econom ics Committee, fo r instance, played an
im portant role in forging com m on views among members during the prepara
tion of the CSCE. Secondly, the Com m ittee regularly prepares a num ber of
reports covering different aspects of econom ic and financial relations between
East and West, as well as studies analysing the econom ic situation in the
various Eastern countries.
The Econom ics Directorate, w hich form s part of the Political Division w ithin
the NATO International Staff, is responsible fo r prom oting and carrying out this
work. The principal activities o f the D irectorate are as follows:
(i) it contributes to the activities o f the C ouncil and the Econom ics Com m ittee
and, whenever necessary, certain other comm ittees, such as the Defence
Planning Committee, the Political Com m ittee and the M ilitary Committee;
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(il) It provides the Secretary General w ith any studies or econom ic analyses he
may require;
(iii) in cooperation w ith the NATO Inform ation Directorate, It arranges an
annual colloquium , bringing together many prom inent specialists on the
econom ies o f the C om m unist countries, m ostly from the academ ic w orld;
(iv) it m aintains contact w ith the national delegations, NATO bodies and other
International organisations, both governm ental and non-governm ental,
w hich are concerned w ith econom ic matters.
Econom ic cooperation w ithin the Alliance has continued to grow, and today
takes fo u r main form s:
- consideration of the econom ic aspects of the defence e ffo rt of member
countries;
- intra-A lliance econom ic assistance;
- the analysis o f econom ic trends in the C om m unist countries;
- study of East-West econom ic relations.

Economic aspects of the defence effort
The defence potential of member countries is not only decided by the
strength o f th e ir econom ies, but also by th e ir internal and external stability.
NATO’s procedures and its m achinery fo r consultation make it possible to
exam ine the Im pact of defence spending on the econom ies of the member
countries. Follow ing the recession o f 1974-75, a num ber of depressive in flu 
ences have been at w ork in the w orld econom y: the rising and sizeable surplus
of OPEC countries resulting in serious payment imbalances in many countries;
persisting and high rates of inflation and unemploym ent; and structural adjust
m ent problem s that are d iffic u lt to solve in the medium term. At the present
juncture, the consequences of these developm ents are that econom ic activity
and international trade w ill grow only slow ly fo r a period of years.
In spite o f this, current total production in NATO is three tim es higher than in
the Warsaw Pact. The burden o f the defence effort is considerably lower In
NATO than in the Warsaw Pact. The share o f total resources allocated to
defence by NATO countries is relatively modest, and has declined in most
member countries over the last decade, m ainly because defence expenditure
increases have been lower than the increase in GDP. For NATO member
countries as a w hole the share in 1979 was 4.3% compared w ith 6% at the
beginning of the decade2.
The econom ic aspects o f the defence effort of countries participating in the
integrated m ilitary structure of the Alliance are examined w ithin the context of
the NATO Force Planning Review process which Is described in Chapter 12. As
part o f this process, an appreciation of the econom ic position and o utlook of
Alliance m em ber countries over the m edium -term is prepared every second
year. This econom ic appreciation is one o f the papers taken into account in
drawing up M inisterial Guidance w hich is the basic p olitical directive fo r all
defence planning activities in NATO. It Includes resource guidelines reflecting
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the balance struck between m ilitary requirem ents and resource availabilities.
The guidance adopted in 1977 establishes the aim o f annual increases in
defence spending in the region of 3% in real term s and this has been reaffirmed
in W ashington in 1978 and again in subsequent years.

Eco nomic cooperation and assistance within the Alliance
In the general context of A rticle 2 of the North A tlantic Treaty, the Allied
countries have undertaken a m ajor e ffo rt to help less favoured member coun
tries to overcome th eir econom ic d ifficulties. The Secretary General has been
requested by M inisters to fo llo w closely the im plem entation o f this unprec
edented program m e of assistance, w ith a view to insuring the social stability
and the strengthening of the defence capabilities o f these countries.

A better understanding of communist economies
Econom ic cooperation between the m em ber.countries of the Alliance also
takes the form of analysing econom ic trends in the C om m unist countries. In
order to assess the political and m ilitary pow er of a nation, it is obviously
essential to understand its econom ic potential. NATO provides a forum fo r join t
research by member countries to enable them to establish a com m on view of
the chief issues determ ining the econom ic developm ent of the C om m unist
countries (e.g. dem ographic growth, agricultural perform ance, the reform of
centralised planning systems, the harnessing of sources o f energy, the
developm ent and pattern o f foreign trade, and the convertible currency balance
of payments situation). To obtain a better appreciation of th eir econom ic
potential, th eir national product is assessed in term s com parable to that of
Western countries.
Such studies, the results of w hich are reported to governments, not only
foster a fu rthe r understanding of the current state of these economies, but also
make possible a more accurate assessment o f possible future developm ents
and of the ability of their countries to devote resources to th eir defence efforts
and to the econom ic and political penetration of Third W orld countries. The
study of C om m unist econom ies also provides useful inform ation fo r judging
the motives of the USSR and its allies in international negotiations such as
CSCE or UNCTAD3. In other words, the processing of econom ic intelligence
supplem ents the inform ation available to the p olitical and m ilitary organs of the
Alliance.

East-West economic relations
The countries of the Alliance have long favoured the expansion of East-West
trade, not only because of its intrinsic advantages, but also because of the
co ntribu tion it can make to detente. It should be borne in mind, however, that
trade w ith the Eastern countries can raise certain problem s because th eir
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econom ies are centrally controlled, th e ir political aims often outw eigh
econom ic considerations, and th e ir foreign trade is run by state m onopolies.
Since the end of the sixties, efforts have been made to develop East-West
econom ic relations by means of cooperative agreements between Eastern
enterprises and Western firms. These agreements cover various form s of
subcontracting, specialised co-p ro du ction o r m anufacturing, and are some
tim es supplem ented by contracts covering both com m on efforts to prom ote
sales in Western, Eastern o r Third W orld countries and the exchange of
technical inform ation and cooperation in research in certain sectors. Many of
these contracts are linked to Western credits repayable in the form of deliveries
o f goods produced in Eastern factories, the building or expansion of w hich has
been partly due to these credits.
The Allied countries regularly carry on consultations and exchange inform a
tion on the developm ent o f trade w ith the East and on problem s connected w ith
the financing o f this trade, particularly that o f the debt burden of the Com m u
nist countries.

New activités in a chan ging scene
The Econom ics Com m ittee and the Econom ics Directorate have, in recent
years, extended th eir w ork in response to a rapidly changing situation, fo r
example, in the fo llo w in g respects:
- detailed and systematic analyses have been made o f econom ic trends in
each of the COMECON countries;
- studies have been made covering a num ber of specific fields, such as
dem ography, energy resources, agriculture, the convertible currency debt
burden, etc.;
- surveys have been made of a variety of questions related to the econom ic
activities o f the C om m unist countries in the w orld context and th e ir conse
quences fo r member countries, such as the problem arising from the expan
sion o f the Soviet m erchant fleet and its use fo r cross-trading, East-West
energy relations, East-South econom ic developm ents and COMECON inte
gration;
- more attention has been paid to econom ic problem s affecting defence, and
especially the trends in defence spending in East and West, and the ways in
w hich future econom ic developm ents are likely to influence these trends.
Econom ic cooperation w ithin the Alliance w ill continue to be im portant as
political and econom ic relations w ithin and outside NATO evolve.
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