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NOTICE 

The NATO RSI Program is dynamic.  New actions are occurring 
almost daily and, as a result, new materials become available 
from time to time. 

ADPA is contemplating issuing a Volume 3 in late Spring, 
1980, to consist of the new materials, to bring the Reference 
Book up to date. 

When the Reference Book went to press, action had not been 
completed by the Defense Acquisition Regulatory Council on the 
complete revision of BAR Section VI, "Foreign Purchases."  DOB 
Directives 2010.6, 2035.1, and 5000.1 and BOB Instruction 5000.2 
were then also in the course of revision. 

These and other pertinent documents would be considered for 
inclusion in Volume 3.  Further information will be forthcoming 
at a later date. 
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EXECUTIVE SUMMARY 

AN OVERVIEW OF THE ACTIVITIES WHICH 

COMPRISE NATO RATIONALIZATION/ 

STANDARDIZATION AND INTEROPERABILITY 



EXECUTIVE SUMMARY 

The NATO Alliance has acknowledged from its inception 

that military and economic advantage would accrue from 

the promotion of commonality, or at least comparability, 

in tactical doctrine, modes of organization, procedures 

and equipment.  For many years, however, achievement fell 

short of aspiration, especially in development and pro- 

duction of military equipment.  NATO fielded a large 

variety of equipments over the years for essentially 

equivalent roles. 

Attitudes began to change in the last few years.  The 

Alliance is especially concerned about its posture vis-a-vis 

Warsaw Pact modernization of weapons.  As a result, there 

has been renewed interest in the rationalization of NATO 

Alliance defense efforts.  Reflecting the need to enhance 

both military effectiveness and more efficient use of 

resources allotted to defense, a major thrust has been 

launched in the direction of achieving greater commonality 

in equipment.  The basis for this movement is the growth 

of expenditures by the United States and its NATO Allies 

for development and production of military hardware and the 

labor force engaged in this work. 

During the 1970s, the members of the NATO Alliance 

have developed and produced defense equipment for their 

own use.  In some cases they have joined with one or 
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another European NATO countries in development and produc- 

tion of equipment for their joint use.  They have established 

the EUROGROUP and the INDEPENDENT EUROPEAN PROGRAM GROUP to 

coordinate the planning and execution of joint programs to 

the same end.  In the meantime, the United States has 

undertaken to remove barriers to participation of the North 

American NATO Allies in the common efforts to Improve the 

defense posture of al] the Allies and to use their overall 

resources to the best advantage of all. 

Standardization offers the prospect of greater inter- 

operability among Alliance armed forces and also less expense 

in the acquisition of weapon systems, because of scale and 

other economies, and logistics savings over the lifetime of 

weapons.  More economical procurement is not the ultimate 

purpose of the rationalization effort, however, but rather 

a way of safeguarding military effectiveness in the face of 

budgetary constraints. 

In the mid-1970s the issue was brought to a head both 

in the Congress and in the Executive Branch.  The Congress 

enacted statutes which pressured the Executive to move 

toward closer interoperability and standardization.  The 

Secretary of Defense brought up to date policy statements 

on the subject and entered into general and reciprocal 

memoranda of understanding with some NATO Allies and other 

Western countries. 
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The policy of the United States, in accordance with 

section 802 of Public Law 94-361, the Fiscal Year 1977 

Defense Appropriation Authorization Act (page 4-5 infra), 

requires that equipment procured for United States forces 

stationed in Europe under the terms of the North Atlantic 

Treaty should be standardized or at least interoperable 

with equipment of other members of NATO.  Pursuant to the 

Congressional mandate, the Department of Defense will as a 

matter of priority seek new concepts and methods of 

cooperation with the Allies to improve NATO's military effec- 

tiveness and provide for equitable economic and industrial 

opportunities for all participants.  The Defense Department 

will also seek greater compatibility of doctrine and tactics, 

to provide a better basis for arriving at common NATO 

requirements.  The Defense Department's announced goal is 

to achieve standardization of entire systems where feasible 

and to gain the maximum degree of interoperability through- 

out Alliance military forces. 

■ 

The five top priority areas for interoperability and 

standardization established by the Joint Chiefs of Staff 

and endorsed by the NATO Military Committee are: 

* command, control, and communication 
systems. 

* cross-servicing of aircraft. 

* ammunition. 

* compatible battlefield surveillance/ 
target designation/acqisition systems. 
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* interoperability and standardization 
of components and spare parts in all 
programs. 

The United States has established three major approaches 

in its efforts to achieve greater Alliance standardization 

and interoperability: 

* 

* 

* 

Establishment of general and reciprocal 
procurement memoranda of understanding 
(MOUs) with NATO member nations, intended 
to encourage bilateral arms cooperation 
by waiving "buy national" restrictions 
and establishing regular review of arma- 
ments programs and trade. 

Negotiation of dual production of already 
developed or nearly developed systems. 
Under this approach, nations that have 
developed systems valuable to the NATO 
Alliance would permit others to produce 
the systems and avoid undertaking redun- 
dant development programs.  Dual pro- 
duction could lead to early introduction 
of the latest technology, with a more 
effective use of resources. 

Creation of families of weapons still 
in research and engineering, but not 
yet developed.  NATO nations would agree 
to develop complementary weapon systems 
within a mission area, which they had 
planned to develop in the next few years. 

These three major U.S. approaches could lead to improve- 

ment of the management structure of arms cooperation within 

the Alliance.  The new Alliance Periodic Armaments Planning 

System (PAPS) would be used by the Conference of National 

Armaments Directors (CNAD) to identify mission needs and to 

seek cooperatively developed equipment solutions.  The 

NATO Armaments Planning Review (NAPR) is a system of nation- 

al equipment replacement schedules to provide a means to 
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review national armaments plans and identify opportunities 

for armaments cooperation. 

The normal means of achieving armaments cooperation is 

to rely on industry to arrange for efficient means of 

collaboration on each program or project.  If commercial 

industrial arrangements are not sufficient to satisfy any 

particular governmental desire for greater industrial or 

technical participation, government-to-government compensa- 

tory arrangements may be considered.  Foreign manufacturers 

will be given access to U.S. requirements and opportunity 

to compete with U.S. firms for awards of contracts to 

satisfy U.S. needs.  If necessary, "Buy American" limita- 

tions will be waived.  The Secretary of Defense has already 

taken several actions to accomplish such waivers by making 

determinations and findings under the Buy American Act. 

The memoranda of understanding with NATO Allies make it 

possible to liberalize their "buy national" policies into 

a two-way street of cooperative procurement. 

This Reference Book on NATO RSI makes generally avail- 

able copies of some of the documents which will be valuable 

to an understanding of the RSI program. 

The Culver-Nunn amendments to the Defense Appropriation 

Authorization Acts for FY 1975, 1976, and 1977 provide 

statutory basis for RSI in the United States.  (See section 4.) 
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The Secretary of Defense submits annual reports to the 

Congress pursuant to the Culver-Nunn amendments.  A copy of 

the Fifth Annual Report, January 31, 1979, is included in 

Sect ion 6. 

Department of Defense Directive 2010.6 is the principal 

statement of United States policy.  A draft of the current 

revision of 2010.6 is provided at page 11-1. 

The transfer of intellectual property rights among 

NATO participants is recognized as a sensitive area.  At 

the direction of the Conference of NATO Armaments Directors 

(CNAD), a set of principles and guidelines governing such 

transfers has been prepared and was approved by represen- 

tatives of CNAD on June 30, 1979.  (See section 8.) 

Available memoranda of understanding are reproduced 

at section 5. 

A useful history of significant RSI events, 1949-1979, 

is included in section 2.  Definitions of RSI terms 

promulgated by the Defense Department in DOD Directive 2010.6 

are included in section 3.  A bibliography is included in 

section 9.  Lists of points of contacts in Washington and 

NATO capitals and descriptions of EUROGROUP, Independent 

European Program Group, and Periodical Armaments Planning 

System are included in section 10. 

The basic Defense Acquisition Regulation dealing with 

"Foreign Purchases" is being revised but was not ready at 

the time of publication of the Reference Book. 
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CHKONOLOGY OF MAJOR NATO  STANDARDIZATION AND INTEROPERA- 
BILITY EVENTS—1949-1978 

1949 

Creation of the Military Production and Supply Board which represented 
the first attempt within NATO to rationalize defense production. 

Establishment of a Defense Financial and Economic Committee to develop 
overall financial and economic- guidance for defense programs and to make 
recommendations on the interchange of military equipment among the allies. 

1951 

Temporary Council Committee established to submit proposals for the recon- 
ciliation of NATO military requirements to serve as the basis for increased 
standardization and interoperability of weapons and equipment. 

Military Agency for Standardization created as the principal agency for 
standardization within NATO and charged with the formulation of standardi- 
zation agreements (STANAGS) on procedural and materiel matters. Notwith- 
standing limited success in some low-level standardization, no major system 
has ever been standardized under NATO standardization agreements. 

1952 

Production and Logistics Division was set up as part of NATO's newly cre- 
ated International Staff to promote the most efficient use of alliance resources 
for the equipment and support of its forces. Subsequently, its title was changed 
in 1960 to that of the Production, Logistics and Infrastructure Division and again 
in 1967 to its present designation as the Defense Support Division. 

Establishment of the Advisory Group for Aerospace Research and Develop- 
ment (AGARD) within the NATO Military Committee to provide a broad 
spectrum of scientific and technical advice and improve the cooperation of 
member nations in aerospace research and development. 

1954 

Creation of the NATO Defense Production Committee to take over super- 
vision of correlated production programs and other associated activities; in 
particular, coordination of work on standardization and the exchange of techni- 
cal, information. 

1957 

At the December Heads of Government Meeting, President Eisenhower 
offered to make available U.S. technical knowledge to further joint European 
weapons production. 

1958 

The NATO Defense Production Committee became the Armaments Committee 
and was given increased responsibility to deal with questions of applied research 
and development. 

Establishment of the NATO Maintenance Supply Services (NMSSS), to facil- 
itate the supply of spare parts and the provision of maintenance and repair 
facilities necessary for the support of various common weapon systems in NATO. 
In 1964, the NATO Maintenance and Supply Services was redesignated as the 
NATO Maintenance and Supply Organization (NAMSO). 

1959 

NATO Basic Military Requirement (NBMR) Procedure adopted as a means 
to develop common military requirements to serve as the basis for future alli- 
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ance efforts to achieve greater standardization and interoperability. However, 
no NATO Basic Military Requirement ever developed resulted in agreement 
to cooperate in producing equipment to meet it and the NBMR procedure was 
abolished in 1966 in recognition of this failure. 

1964 

Establishment of the NATO Committee of Defense Research Directors to 
undertake work in the area of applied research connected with new weapons 
which had previously been nominally the responsibility of the Armaments 
Committee. 

1965 

An Exploratory Group was set up by the North Atlantic Council to examine 
the whole question of alliance cooperation in research, development and pro- 
duction of military equipment. 

1966 

The North Atlantic Council approved the report of the Exploratory Group 
setting forth principles on which further cooperation should be based, the pro- 
cedures which should be followed and the proposed structure for their imple- 
mentation. As a result, the NBMR process was abolished in favor of a less rigid 
approach involving NATO sponsored bilateral and multilateral arms cooperation 
initiatives. Structurar.y, the Armaments Committee was disbanded; four main 
bodies responsible for promoting arms cooperation were created by transforming 
the existing three Service Advisory Groups into Service Armaments Groups and 
changing the Committee of Defense Research Directors into the Defense Re- 
search Group. Finally, a new high-level body entitled the Conference of National 
Armaments Directors (CNAD) was established to act under the authority of the 
North Atlantic Council to encourage and assist countries to join together in 
equipment and research projects and serve as a means for exchanges of relevant 
information. 

1938 

The CNAD established the NATO Industrial Advisory Group (NIAG) to pro- 
vide a forum for the free exchange of views and information on various indus- 
trial aspects of NATO armaments questions. 

EUROGROUP is formed by representatives from the U.K., Belgium, the 
Netherlands, Luxembourg, Germany, Greece, Italy, Denmark, Norway and Tur- 
key to facilitate arms cooperation between the European members of the alliance. 

1974 

August—Enactment of the "Department of Defense Appropriation Authoriza- 
tion Act, 1975" (P.L. 93-365) which contained the Nunn Amendment directing 
the Secretary of Defense to assess the consequences in cost and loss of combat- 
effectiveness to the alliance due to the failure to standardize; to make specific 
proposals for common action within NATO to make standardization in research, 
development, procurement and support and integral part of the NATO planning 
process; and periodically report to Congress on the Congress of these efforts. 

Publication of a report prepared for the State Department by Thomas Callag- 
han entitled. "U.S./European Cooperation in Military and Civil Technology." 

December—At the NATO ministerial meeting. Secretary of Defense James 
Schlesinger made a strong plea for increased attention to NATO rationalization 
and standardization. 

1975 

May—Department of Defense/Department of State Joint Colloquium entitled, 
"The Implications for U.S. Foreign Policy and Industry of Standardizing Mili- 
tarv Equipment in NATO." 

At the NATO summit meeting. President Ford declared that the alliance had 
not done enough to standardize weapons and called for greater efforts to ra- 
tionalize collective defense efforts. 

October—Enactment of the "Department of Defense Appropriation Authoriza- 
tion Act, 197G" (P.L. 94-106) containing the Culver-Nunn amendment which de- 
clares it to be the sense of Congress that equipment procured for U.S. forces 
stationed in Europe under the terms of the North Atlantic Treaty be standard- 
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ized or interoperable and directs the Secretary of Defense ^^J^^ 
ment procedures to carry out such policy to the maximum feasible extent. 

November-Memorandums from the Secretary of Defense Promulgated ™ the 
Basic Policy for NATO Weapon Systems Standardization and on DoD s NAiO Ka- 

^^M^jSSJSnSS^ter efforts to rationalize European arma- 

^^b^f^^^TOMlnlSterlal Meeting, at the suggestion of France, 
an Ad Hoc Committee on Equipment Interoperability was created. 

1976 

February—Creation of the Independent European Program Group (IEPG) 
composed of EUROGROUP members and France to stimulate defense coopera 
tion between all the European NATO partners. rwirTn «rv™«nrpd a 

March—The Assembly of the Western European Union (WEU) sponsored a 
Symposium on European Armaments Policy in Paris to encourage increased 

^TteSS Armed Services Subcommittees on Research and Development and 
Manpower and Personnel held a joint hearing on European defense cooperation. 

June-Completion of the classified study P^pared by LTG James RHollings- 
worth entitled, "An Assessment of the Conventional Warfighting Capability of 
the U S Army in Central Europe" served to surface and highlight senous readi- 
ness problems within the alliance while raising congressional awareness of these 

ejun^Enactment of the "International Security Assistance and Arms Export 
Control Act of 1976" (P.L. 94-329) providing various waivers of existing laws 
to    further    increased    U.S.    participation    in    NATO    standardization    and 
interoperability efforts. *„*«.«_«-» 

July—Enactment of the "Department of Defense Appropriation Authoriza- 
tion Act 1977" (P.L. 94-361) strengthened the language of the previous year s 
legislation by inserting "it is the policy of the United States" that equipment 
for US forces in NATO be standardized or interoperable and authorized 
the Secretary of Defense to waive the "Buy America" Act in the interest or 
NATO standardization. It further declared it to be the "sense of Congress that 
common NATO military requirements be developed on which to base future 
cooperative weapons development; that interallied procurement would be facili- 
tated by greater reliance on licensing and coproduction agreements; and tnat 
the "two-way street" concept of cooperation between Europe and North America 
is contingent upon the ability of European nations to operate on a united and 
collective basis and urged them to accelerate their efforts toward armament 
collaboration. 

1977 

January—Publication of a report by Senators Nunn and Bartlett entitled, 
"NATO and the New Soviet Threat" which served to publicize serious alliance 
readiness deficiencies in the face of improving Soviet conventional capabilities. 

March—Issuance of Department of Defense Directive No. 2010.6, "Standardiza- 
tion and Interoperability of Weapon Systems and Equipment with the North 
Atlantic Treaty Organization" which directed all DoD components to include 
NATO standardization and interoperability goals as fundamental considerations 
in their development and procurement programs. Accompanying this statement 
of DoD policy was the appointment of a Special Advisor to the Secretary of 
Defense on NATO Affairs and the establishment of NATO RSI staffs throughout 
the Department. 

Publication of the Congressional Research Service of the Library of Congress s 
study for the House Committee on International Relations entitled, "NATO 
Standardization : Political, Economic, and Military Issues for the Congress." 

May—At the NATO Summit Meeting at London, President Carter made the 
strongest Presidential statement yet on NATO standardization and promised that 
the U.S. would seek to improve the balance of the "two-way street" across the 
Atlantic. Also agreed upon was an annual increase alliance defense budgets by 3 
percent in reil terms. 

At the NATO Ministerial Meeting at Brussels, assisted by the efforts of Presi- 
dent Carter and Secretary of Defense Brown, NATO's Long-Term Defense Pro- 
gram (LTDP) and Short Term Initatives were initiated with tasks forces being 
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set up to draft concrete proposals to be put before NATO heads of state and 
ministers next year. 

Publication of the report of the House Armed Services Committee Delegation 
to NATO entitled, "NATO and U.S. Security." 

June-October—Hearings were held by the Subcommittee on Europe and the 
Middle East of the House Committee on International Relations on Western 
Europe in 1977: Security, Economic and Political Issues. 

July—Hearing by the Legislation and National Security Subcommittee of the 
Hous3 Committee on Government Operations was held on the Problems in the 
Standardization and Interoperability of NATO Military Equipment. 

August—Hearing by the Subcommittee on Manpower and Personnel of the 
Senate Armed Services Committee wTas held on NATO Posture and Initiatives. 

September—Enactment of "Department of Defense Appropriations Act for 
FY 1977" (P.L. 94-419) provided that the restrictions on procurement of 
of "specialty metals" produced outside the U.S. would not apply . . . when it is 
necessary to further standardization and interoperability of equipment require- 
ments within NATO." 

November—Publication of the report of the House Committee on Government 
Operations entitled, "Interim Report on the Standardization and Interoper- 
ability of NATO Military Equipment." 

December—At the NATO Ministerial Meeting, the NATO Short Term Initia- 
tives were approved. 

1978 

January—Publication of GAO Report to the Congress entitled, "Standardiza- 
tion in NATO: Improving the Effectiveness and Economy of Mutual Defense 
Efforts." 

May—Appointment of a Special Subcommittee on NATO Standardization, 
Interoperability and Readiness by the House Committee on Armed Services. 

At the NATO ministerial meeting. Ministers received and accepted ten task 
force reports embodying the Long-Term Defense Program and forwarded them 
to the Washington summit for consideration by the NATO Heads of State. 

At the Washington summit, the NATO Heads of State endorsed with modi- 
fication the Long-Term Defense Program as a basis for long-range planning and 
reaffirmed the 1977 commitment to increased defense spending to improve NATO 
military effectiveness. 

May-December—Hearings were held by the Special Subcommittee on NATO 
Standardization, Interoperability and Readiness in accordance with its charter. 

August—The Defense Science Board conducted its 1978 Summer Study on 
Achieving Improved NATO Effectiveness Through Araments Collaboration. 
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HISTORY 

1979 

January — Secretary of Defense submitted his Fifth Annual 
Report on "Rationalization/Standardization with- 
in NATO" to the Congress.  (See Section 6) 

— The Defense Science Board submitted its report 
on the "NATO Family of Weapons Study".  (See 
Section 7) 

May    — Under Secretary of Defense (R&E) issued report 
of implementation of recommendations in the DSB 
1978 Summer Study on RSI.  (See Section 7) 

June   — CNAD Representatives approved "NATO Principles 
and Guidelines in the Field of Licensing and 
Coproduction for the Purpose of Armaments Stan- 
dardization or Interoperability".  (See Section 
8) 

B 
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DEFINITIONS 

A. Codevelopment.  A development project to which more than one govern- 

ment contributes effort or resources. 

B. Collocation (Colocation).  The physical placement of two or more 

detachments, units, organizations, or facilities at a specifically 

defined location. 

C. Commonality.  A quality which applies to materiel or systems pos- 

sessing like and interchangeable characteristics enabling each to be 

utilized or operated and maintained by personnel trained on the others 

without additional specialized training; and/or having interchangeable 

repair parts and/or components; and applying to consumable items inter- 

changeably equivalent without adjustment. 

D. Compatibility.  The characteristic or ability of systems to co-exist 

and function in the same environment without mutual interference. 

E. Compensatory Offset Agreements 

1.  Government-to-government compensatory coproduction and offset 

agreements:  Such agreements are those which have the effect or create the 

impression, of obligating the Department of Defense to place orders for 
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systems or components in foreign countries, or to require U.S. private 

contractors to place orders and subcontracts in foreign countries, as a 

condition for the sale of U.S. defense articles to those countries or 

for other foreign participation in a mutual defense program. 

2.  Private compensatory coproduction and offset agreements.  May be 

between U.S. companies and foreign companies, entities or governments. 

They have the effect of obligating the U.S. company to place orders or 

subcontracts in foreign countries as a condition for the sale of U.S. 

defense articles to those countries. 

F.  Cooperative Projects (Term of reference used in the Security 

Assistance Act of 1979) A project described in an agreement under which 

NATO or one or more countries thereof, agrees to (1) share with the U.S. 

the costs of research and development, testing and evaluation (RDT&E) of 

certain defense articles, and the costs of any agreed joint production 

ensuing therefrom, in furtherance of NATO standardization and inter- 

operability; or (2) bear the costs of RDT&E of certain defense articles 

and to have such articles produced for sale to, and licensed for pro- 

duction within, other participant member countries including the U.S. 

and the U.S. agrees to bear the costs RDT&E of other defense articles 

and to have such defense articles produced for sale to, and licensed 

for production within, other participant member countries in order to 

further the objectives of rationalization of the industrial and tech- 

nological resources within the NATO. 
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G.  Cooperative Research and Development.  Any method by which govern- 

ments cooperate to make better use of their collective research and 

development resources to include technical information exchange, har- 

monizing of requirements, codevelopment, interdependent research and 

development, and agreement on standards. 

H.  Coproduction.  Any program wherein the US Government, either through 

diplomatic or Ministry of Defense to Department of Defense agreement: 

(1) enables an eligible foreign government, international organization, 

or designated commercial producer to acquire the technical information 

and "know-how" to manufacture or assemble in whole or in part an item of 

U.S. defense equipment for use in the defense inventory of the foreign 

government; or (2) acquires from a foreign government, international 

organization, or foreign commercial firm, the technical information to 

manufacture domestically a foreign weapon system for use by the Depart- 

ment of Defense.  It includes government-to-government licensed pro- 

duction arrangements.  It does not include:  (1) overseas or domestic 

licensed production based on direct commercial arrangements with U.S. 

contractors in which the US Government is involved solely on the basis 

of U.S. export or import licensing, or (2) the provision of. technical 

•data for the purpose of providing information for maintenance, repair, 

overhaul, or operation of a defense item, without permission to manu- 

facture the item or its components. 

i 
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!• Dual Productioa.  As used in the NATO context, it is the co-produc- 

tion of the same weapon system on both sides of the Atlantic Ocean 

Although it implies independent production sources, it is often used in 

cases where some parts or components of the weapon system are produced 

on only one side of the Atlantic Ocean. 

J- Electronic Interoperability. A special form of interoperability 

whereby two or more electronic equipments, especially communications 

equipments, can be linked together, usually through common interface 

characteristics and so operate the one to the other.  See also inter- 

operability. 

K.  Family of Weapons.  A weapons family is composed of related and com- 

plementary weapons systems in a particular mission area.  For example, 

systems in an air-to-ground munitions family could be defense sup- 

pression, antiarmor, antipersonnel, and airfield attack, etc. 

L.  Identical.  The degree of standardization where either materiel, 

doctrines or procedures agree in every detail. 

M. Harmonization.  The process and/or results of adjusting differences 

or inconsistencies to bring significant features into agreement. 
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N.  Independent European Program Group (IEPG).  The IEPG was created in 

November 1975, as an independent forum to promote closer inter-European 

cooperation in the development, production and procurement of defense 

equipment.  Its members are Belgium, Denmark, France, Germany, Greece, 

Italy, Luxembourg, Nethlands, Norway, Turkey and the United Kingdom. 

0.  Interchangeability.  A condition which exists when two or more items 

possess such functional and physical characteristics as to be equivalent 

in performance, fit and durability, and are capable of being exchanged 

one for the other without tuxeration of the items themselves or of 

adjoining items, except for adjustment. 

P.  Interconnection.  The linking together of interoperable systems. 

Q.  Interoperability. The ability of systems, units, or forces to 

provide services to and accept services from other systems, units, or 

forces and to use the services so exchanged to enable them to operate 

effectively together.  See also logistic interoperability and electronic 

interoperability. 

R. Licensed production.  See coproduction. 

S.  Logistics Interoperability.  A form of interoperability whereby the 

service to be exchanged is assemblies, components, consumables or spare 

parts.  Logistics interoperability will often be achieved by making such 

assemblies, components, consumables and spare parts interchangeable, but 
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can sometimes be a capability less than interchangeability when a de- 

gradation of performance or some limitations are operationally acceptable 

See also interoperability. 

T- Memorandum of Understanding (MOU).  An international agreement 

between two or more parties.  When used in the context of NATO programs, 

it usually refers to government-to-government agreements negotiated be- 

tween allied defense agencies and signed by officials of the executive 

branch of governments, usually at or below the ministerial level. 

u-  National Policy and Procedures for the Disclosure of Classified 

Military Information to Foreign Governments and International Organiza- 

tions (U) (Short Title:  National Disclosure Policy) (NDP-1). 

Promulgates national policy and procedures in the form of specific 

disclosure criteria and limitations, definitions of terms, release 

arrangements and other guidance required by U.S. departments and 

agencies having occasion to release classified U.S. military information 

to foreign governments and international organizations.  In addition, it 

establishes and provided for the management of an interagency mechanism 

and procedures which are required for the effective implementation of 

the policy. 

V- Rationalization.  Any action that increases the effectiveness of 

Allied forces through iiore efficient or effective use of defense 

resources committed to the alliance.  Rationalization includes consolida- 
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tion, reassignment of national priorities to higher alliance needs, 

standardization, specialization, mutual support improved inter- 

operability, or greater cooperation.  Rationalization applies to both 

weapons/material resources and non-weapon military matters. 

W.  Specialization.  An arrangement within an alliance wherein a member 

or group of members most suited by virtue of technical skills, location, 

or other qualifications assume(s) greater responsibility for a specific 

task or significant portion thereof for one or more members. 

X.  Standardization.  The process by which members nations of NATO 

achieve the closest practicable cooperation among forces, the most 

efficient use of research development, and production resources, and 

agree to adopt on the broadest possible basis, the use of:  (a)  common 

or compatible operational, administrative, and logistic procedures; (b) 

common or compatible technical procedures and criteria; (c) common, 

compatible, or interchangeable supplies, components, weapons, or equip- 

ment; and (d) common or compatible tactical doctrine with corresponding 

organization compatibility. 

Y. Teaming Arrangements.  An agreement of two or more firms to form a 

partnership or joint venture to act as a potential prime contractor, or 

an agreement by a potential prime contractor to act as a subcontractor 

under a specified acquisition program, or an agreement for a joint 

proposal resulting from a normal prime contractor-subcontractor, 

licensee-licensor, or leader company relationship. 
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Z. Transatlantic Dialogue (TAD). The TAD comprises negotiations be- 

tween representatives of the North American nations (United States and 

Canada) and the IEPG under the auspices of the Conference of National 

Armament Directors concerning the ways to improve cooperation in the 

development, production and procurement of NATO defense equipment in 

order to make the best possible use of Alliance resources. 
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w .m Public Law 93-365 
93rd Congress, H.  R.  14592 

August 5,  1974 

2n3ct 

U.S.   military 
forces  in 
EAirope,  da- 
ployrcent. 

Reports to 
Congress. 

Arny,  Navy and 
Air. Foroe, 
combat  com- 
ponents. 

To authorize appropriations during the fiscal year 1975 for procurement of 
aircraft, missiles, naval vessels, tracked combat vehicles, torpedoes, and other 
weapons, and research. (leveliipraent, test and evaluation fur the Armed 
Forces, and to prescribe the authorized personnel strPngtll for each active 
duty component ard of the Selected Reserve of each Reserve component of 
the Armed Forces and of civilian personnel of the Department of Defense, and 
to authorize the military training student loads and for other purposi s. 

Be it enacted hy the Senate and Tlouxe of Representatives of the 
United States of America in Congress assembled, 

SEC. 302. (a) The United States military forces in Europe can \ 
reduce headquarters and noncombat military personnel relative to the 
number of combat personnel located in Europe. Therefore, except in 
the event of imminent hostilities in Europe, the noncombat component 
of the total United States military strength in Europe authorized as 
of June 30, 1974, shall be reduced by 18,000. Such reduction shall be 
completed not later than June 30, 1976, and not le^s than 6,000 of such 
reduction shall be completed on or before June 30, 1975; however, the 
Secretary of Defense is authorized to increase the combat component 
strength of United States forces in Europe by the amount of any such 
reduction made in noncombat personnel. The Secretarv of Defense 
shall report semi-annually to the Congress on all actions taken to 
improve the combat proportion of United States forces in Europe. The 
first, report shall be submitted not later than March 31,1975. 

(b) For purposes of this section, the combat component of the Army 
includes only the infantry, cavalry, artillery, armored, combat engi- 
neers special forces, attack assault helicopter units, air defense, and 
missile combat unite of battalion or smaller size; the combat compo- 
nent of the Navy includes only the combat ships (aircraft earner, 
cruiser, destroyer, submarine, escort and amphibious assault ships) 

Department of 
Defense 
Appropriation 
Authorization 
Act, 1975. 

VS6 S7AT. 399 
88 STAT, 400 

STAT. 402 

and combat aircraft wings (fufhter, attack, reconnaissance, and 
patrol); the combat component of the Air Force, includes only the tac- 
tical fighter reconnaissiincc. tactical airlift, fighter interceptor and 
bomber unils of vinj: or smaller size. 

(c) The Secretary of Defense shall undertake a specific assessment 
of the co-ts and possible loss of noimuclear combat elfcctiveness of the 
military forces of the Xoi-th Atlantic Treaty Organization countries 
caused by the failure of the North Atlantic Treaty Organization mem- 
bers, including the United States, to standardize weapons systems, 
ammunition, fuel, and other military im|>edimenta for land, air, and 
naval forces. The Secretary of Defense shall nlso develop a list of 
standardization actions that could improve the overall North Atlantic 
Treaty Organization nonnuclear defense capability or save resources 
for the alliance as a whole. He shall also evaluate the relative priority 
and effect of each such action. The Secretary shall submit the results of 
these, assessments and evaluations to the Congress and subsequently 
shall also cause them to be brought before the appropriate North 
Atlantic. Treaty Organization bodies in order that the suggested 
actions and recommendations can become an integral part of the over- 
all North Atlantic Treaty Onranizution review of force goals and 
development of force plans. The Secretary of Defense shall report 
scmianmialiy to the Congress on the specific assessments and evalua- 
tions made under the above provisions as well as the results achieved 
with the North Atlantic Treaty Organization allies. The first such 
report shall be submitted to Congress not later than January 31, 1975. 

(d) The total number of United States tactical nuclear warheads 
located in Europe on the date of enactment of this Act shall not be 
increased until after June 30, 1975, except in the event of imminent 
hostilities in Europe. The Secretary of Defense, shall study the overall 
concept for use of tactical nuclear weapons in Europe; how the use. of 
such weapons relates to deterrence and to a strong conventional 
defense ^'reductions in the number and type of nuclear warheads which 
are not essential for the defense structure for Western Europe; and 
the steps that can be taken to develop a rational and coordinated 
nuclear posture, by the North Atlantic Treaty Organization Alliance 
that is consistent with proper emphasis on conventional defense forces. 
The Secretary of Defense shall report, to the Committees on Armed 
Services and Foreign Relations of the Senate and the Committees on 
Armed Sen ices and Foreign Affairs of the House of Representatives 
on the results of the above stud}? on or before April 1,1975, 

NATO menbers, 
weapons ^/s- 
tems,   stand- 
ardization, 
assessment and 
evaluation. 

Submittal to 
Congress, 

Reports to 
Congress, 

U.S.  tactical 
nuclear v,-ar- 
heads in 
Europe. 
Use  and re- 
duction, 
study. 

Report to 
congressional 
committees. 
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Public Law 94-106 
94th Congress, H. R. 6674 

October 7,   1975 

TOn5K?1 aP|lrfPPria
1
fi0Df. durJnS the fiscal year 1970, and the period begin- mng jui_v !, Vj,bi aild endlng Sel,tember g,, 1976 f procurement of aircraft 

nusslles, naval vessels, tracked combat vehicles, torpedo^ and o?Lr weanon"' 
and research, development, test and evaluation for the Armed 10^ and to 

nnrf S ' ^.1?
electod R^erve of each Reserve component of the Armed Forces 

and of civilian personnel of the Department of Defense, and to authorize the 
military training student loads and for other purposes. autnonze tfle 

nSw Z™cted*y Me Senate and Borne of Representatives of the 
United States of Amenca m Congress cutenAled, 

SEC. 814. (a) It is the sense of the Congress that equipment, pro- 
cedures, ammunition, fuel and other military impedimenta for land, 
air and naval forces of the United States stationed in Europe under 
the terms of the North Atlantic Treaty should be standardized or 
made mteroperable with that of other members of the North Atlantic 
Ireaty Organization to the maximum extent feasible. In carrying out 
such policy the Secretary of Defense shall, to the maximum" feasible 
extent, initiate and carry out procurement procedures that provide 
for the acquisition of equipment which is standardized or interoper- 
able with equipment of other members of the North Atlantic Treaty 
Organization whenever such equipment is designod primarily to be 
used by personnel of the Armed Forces of tiie United States stationed 
m Europe under the terms of the North Atlantic Treaty. 

St«t Art ro(^ TH •rC1?01'1
t raj"!"^ under section 302(c) of Public Law 

^ar. »«. J)U_3GJ shall include a listing of the initiation of procurement action on 
any new major system not in compliance with the policy set forth in 
section (a). •■       J 

(c) Section 302(c) of Public Law 93-383 is amended by deleting 
JSS o tw0 sentem,('s and inserting in lieu thereof the following! 

Ihe Secretary of Defense shall report annually, not later than 
January 31 of eacli year, to the Congress on the specific assessments 
and evaluations made under the above provisions as well as the results 
achieved with the North Atlantic Treaty Organization allies". 

Department of 
Defense  Appro- 
priation Author- 
ization Act, 
1976. 
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94TH CONGRESS )   HOUSE OF REPEESENTATIVES  j REPORT 
1st Session     ) 1    No. nj-ll-S 

AUTHORIZING APPROPRIATIONS FOR FISCAL YEAR 1976 AND THE 
PERIOD BEGINNING JULY 1, 1976, AND ENDING SEPTEMBER 30, 1976, 
FOR MILITARY PROCUREMENT, RESEARCH AND DEVELOPMENT, 
ACTIVE DUTY, RESERVE, AND CIVILIAN PERSONNEL STRENGTH 
LEVELS, MILITARY TRAINING STUDENT LOADS, AND FOR OTHER 
PURPOSES. B 

JULY 26,1975.—Ordered to be printed 

Mr. PKICE, from the committee of conference, 
submitted the following 

CONFERENCE REPORT 

[To accompany H.R. 9*74] 
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SFC. 814- (a) It is the sense of the Congress that equipm-ent, pro- 
cedures, ammunition, fuel avd other military impedimenta, for land, 
air and 'naval forces of the United States stationed in Europe under 
the tcj^ns of the North Atlantic Treaty should he standardized or 
made interoperahle with that of other members of the North Atlantic 
Treaty Organization to the maximum, extent feasible. In carrying out 
such policy the Secretary of Defense shall, to the maximum feasible 
extent, initiate and carry out procurement procedures that provide 
for the acqxmifion of equipment which is standardized or interoper- 
able with equipment of other members of the North Atlantic Treaty 
Organization wh&never such equipment is designed pn^imarily to be 

used by personnel of the Armed Forces of the United States stationed 
in h urope under the tenns of the North Atlantic Treaty. 

(b) The report required under section 302{c) of Public Law 93- 
365 shall include a listing of the initiation of procurement action, on 
any new major system not in com.pliance with the policy set forth in 
section (a). 

(c) Section 302(c) of Public Law 93-365 is amended by deleting 
UVT     a two sente»ces end insert big in lieu thereof the follmcing: 
I he Secretary of Defense shall report annually, not later than 

January 31 of each year, to the Congress on the specific assessments 
and evaluations made under the above provisions as well as the results 
achieved with the North Atlantic Treaty Organization allies:' 

NATO Standardization 

\J^t Srat/ a"ienclment contained language intended to provide 
impetus for further standardization of nnlitary equipmentJnX VTO 
by deciarmg it to be United States policy that equi^fent poured for 
FbfeihhH at!0ned m. FiUrope be ^nirdij or at kaftSoper 
fvd Qi i- e eOTm.6nt <rf our NATO allies. The Secretary of Defend 
^po??o the St0 ]ml)ler^ Procurement policies to thl effect ^S 
report to the Congress whenever this policy could not be complied 

arS;;£«USe c°nfe
1
ree

l
s- although in agreement with the goal of stand- 

Har v snitn^l CUlai"lV ^ the area of ^^unication and other s?m- 
of thifl equipment, expressed grave concerns that the import 

^ySrouTd^Sar^11^ ^^ ^ —onstruedS 

an^Se^Set^ inle^ T^ ^ H0USe ™^ ^ "Buy 4mp-tn'' Lf    ^ v       ,  e Se!late amenclment concerning the 
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Standardized or 
interoperable 
equipm ent, 
89 Stat,   540. 

Report to 
Congress. 
89 Stat.   531. 

Public Law 94-361 
94th Congress, H.  R.  12438 

July 14,  1976 

an Set 
To imthori/.e appropriations during (lie fiscal year 1077 for procurement of air- 

craft, missiles, naval vessels, tracked combat vehicles, torpedoes, and otber 
weapons, and researeli, development, test, and evaluation for the Armed 
Force-;, and to prescribe the authorized personnel strenRth for each active duty 
component and of the Selected Reserve of each Reserve component of the 
Armed Forces and of civilian personnel of the I.h-partment of Defense, and to 
authorize the military training student loads, and for other purposes. 

Be it enacted hy the Senate and House of Representatives of the 
United States of A mericn. in Congress assembled, 

)f the Dopartinent of Defense Appropria- 
r6 (89 Stat. 5-14), is amended to read as 

Report to 
Congress, 

88 Stat.  402. 

NATO members, 
standardized or 
interoperable 
weapons and 
equipment. 

_ SEC. 802. Section 814(a) 
tion Authorization Act, 197 
follows: 

"(a)(1) Itis the policy of the United States that equipment procured 
for the use of personnel of the Armed Forces of the United States 
stationed in Europe under the terms of the North Atlantic. Treaty 
should bo standardized or at least interoperable with equipment of 
other members of the North Atlantic Treaty Organization. In carry- 
ing out sucli policy the Secretary of Defense shall, to the maximum 
feasible extent, initiate and carry out procurement procedures that 
provide for the acquisition of equipment which is standardized or 
interoperable with equipment of other members of the North Atlantic 
Treaty Organization whenever such equipment is to be used by per- 
sonnel of the Armed Forces of the United States stationed in Europe 
under the terms of the North Atlantic Treaty. Such procedures shall 
also take into consideration the cost, functions, quality, and avail- 
ability of the equipment to be procured. In any case in which equipment 
authorized to be procured under title I of this Act is utilized for the 
purpose of carrying out the foregoing policy, the Secretary of Defense 
shall report to Congress the full details of the nature and substance 
of any and all agreements entered into by the. United States with any 
other member or members of the North Atlantic Treaty Organization 
providing for the acquisition of equipment manufactured outside the 
United States in exchange for, or as a part of, any other agreement 
by such member or members to acquire equipment manufactured in 
the United States. Such report shall be made bv the Secretary within 
30 days of the date of enactment of this Act.' 

"(2) Whenever the Secretary of Defense determines that it is neces- 
sary, in order to carry out the policy expressed in paragraph 0) of 
this subsection, to procure equipment'manufactured outside the United 
States, he is authorized to determine, for the purposes of section 2 of 
title III of the Act of March 3, 1933 (47 Stat. 1520; 41 U.S.C. 10a), 
that the acquisition of such equipment manufactured in the United 
States is inconsistent with the public, interest. 

"(3) In any case in which the Secretary of Defense initiates pro- 
curement action on a new major system which is not standard or inter- 
operable with equipment of other members of the North Atlantic 
Treaty Organization, he shall report that fact to the Congress in the 
annual report required under section 302(c) of Public Law 93-365, as 
amended, including a description of the system to be procured and 
the reasons for that choice."'. 

Sr:c. 803. (a) It is the sense of Congress that weapons systems being 
developed wholly or primarily for employment in the North Atlantic 
Treaty Organization theater shall conform to a common North 
Atlantic Treaty Organization requirement in order to proceed toward 
joint doctrine and planning and to facilitate maximum feasible stand- 
ardization   and   interoperability   of  equipment.  A  common   North 

Department of 
Defense Appro- 
priation Author- 
ization Act, 
1977. 

B 

90 STAT.   930 
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Atlantic Treaty Organization requirement shall be understood to 
include a common definition of the military threat to the North 
Atlantic Treaty Organization countries. The Secretary of Defense 
shall, in the reports required by section .0>Lfc!(c) of Public Law 93-365, 
ns amended, identify those programs in research and development   88 Stat, 402, 
for United States forces in Europe and the common North Atlantic 
Treaty Organization requirements which such programs support. In 
the absence of such common requirement, the Secretary shall include a 
discussion of the actions taken within the North Atlantic Alliance 
in pursuit of a common requirement. The Secretary of Defense shall 
also report on efforts to establish a regular procedure and mechanism 
within   the  North  Atlantic  Treaty  Organization   for  determining 
common military requirements. 

(b) It is the sense of the Congress that progress toward the realiza- 
tion of the objectives of standardization and interoperability would 
bo enhanced by expanded inter-Allied procurement of arms and equip- 
ment within the North Atlantic Treaty Organization. It is further 
the sense of the Congress that expanded inter-Allied procurement 
would he facilitated by greater reliance on licensing and coproduction 
agreements among the signatories of the North Atlantic Treaty. It is 
the. Congress" considered judgment that such agreements, if properly 
constructed so as to preserve the efficiencies associated with economies 
of scale, could not only minimize potential economic hardship to par- 
ties to such agreements but also increase the survivability, in time of 
war, of the Alliances armaments production base by dispersing manu- 
facturing facilities. Accordingly, the Secretary of Defense, in con- 
junction with appropriate representatives of other members of the 
Alliance, shall attempt to the maximum extent feasible (1) to identify 
areas-for such cooperative arrangements and (2) to negotiate such 
agreements pursuant to these ends. The Secretary of Defense shall 
include.' in the report to the Congress required by section 302(c) of 
Public Law 93-365. as amended, a discussion of" the specific assess- 
ments made under the above provisions and the results achieved with 
the North Atlantic Treaty Organization allies. 

(c) It. is the sense of the. Congress that standardization of weapons 
and equipment within the North Atlantic Alliance, on the basis of a 
"two-way street'" concept of cooperation in defense procurement 
between Europe and North America could only work in a realistic; 

sense if the European nations operated on a united and collective basis. 
Accordingly, the Congress encourages the governments of Europe to 
accelerate their present efforts to achieve European armaments collabo- 
ration among all European members of the Alliance. 

90 STAT.   931 
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Cooperation With NATO Allies 
The committee continues to strongly support the principle of close 

cooperation by the United States with its XATO allies in pursuing 
the objectives of standardization, rationalization and interoperabilitv. 
Toward this end, joint public hearings were conducted bv the Sub- 
committee on Research and Development and the Subcommittee on 
Manpower and Personnel on March 31, 1976. This set an important 
precedent by providing a public forum for the appearance, presenta- 
tionand exchange of views of a committee of eight legislators, repre- 
senting the North Atlantic Assembly Subcommittee on European 
Defense Cooperation, on these matters of mutual interest. Representa- 
tives from the U.S. Department of Defense and Department of State 
also testified. The record of these hearings will be printed as a separate 
document and will be available at a later time. 

The committee is concerned that the ability to maintain an effective 
military force to counter the Soviets in Europe is hampered by a wide 
disparity in the types of weapons, ammunition and other military 
equipment in the hands of the Alliance nations. The lack of inter- 
changeability and standardization of a combined and integrated force 
undermines the effectiveness of this force which faces an enemy 
armed with a uniformity of modern weapons. In economic terms, 
NATO commanders have estimated that up to $15 billion is wasted 
annually because we are bogged down with a diversity and multiplicity 
of national weapon systems. 

The committee acknowledges and emphasizes the important role 
that legislators must assume in helping find solutions and to support 
the Department of Defense as well as the Departments of State and 
Commerce in their efforts to achieve these common objectives. The 
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Section 802—NATO Standardization Amednment 
The committee. rcafTnm-; the importance of achieving standardiza- 

tion and interoperability of weapons in NATO in order to achieve an 
effective fighting forte. It has been estimated that duplication of 
weapon systems and logistics among the allies totals S10-$]o billion 
each year and the lack of standardization leads to a 3CM0 percent loss 
in combat effectiveness. 

In his second report to the Congress on the standardization, the 
Secretary of Defense reported progress in the following areas: stand- 
ardization of fuels, amiiumition, components, spares, procedures and 
logistics; interoperability in communication--; consolidated training; 
and combined ■ and expanded military exercises. Agreements have 
been made on a common program for production of the F-1G fighter 
aircraft and the Roland 11 air defense system, in reaching a decision 
on an improved battle tank for the "United States, the German 
Leopard 2 tank will be tested in addition to the United States XM-1. 
The Army has agreed tentatively to purchase a Belgian-made machine 
gun. 

•The current status of weapon standardization is not good. Of the 
items mentioned previously, some are still far from fruitation. The 
United States and NATO allies are exchanging research, development 
and technological information but must strive towards increased co- 
operation if the goal of standardization is to be accomplished. 

The fiscal year 1977 committee amendment on NATO standardiza- 
tion offered by Senator Culver, is identical to the amendment approved 
bj7 the committee last year with the exception of a provision that, was 
enacted into law to include in the annual report on standardization a 
list of items procured that were in noncompliance with standardization. 

The amendment seeks to improve the prospects for standardization 
by declaring it to bo the policy of the United States that equipment 
procured for U.S. forces stationed in Europe under the terms of the 
North Atlantic Treaty be standardized and interoperable with the 
equipment of our NATO allies. The Secretary of Defense is directed to 
develop and implement procurement procedures to achieve standardi- 
zation to the maximum feasible extent. 

This policy declaration sets a goal, but not a hard and fast require- 
ment, since the committee recognizes that the Secretary of Defense 
may wish to propose, and the Congress may approve, procurement of 
nonstandard equipment in order to serve the broader military re- 
quirements of the United States. 

The committee believes that section 2 of title III of the act of March 
3, 1933 (47 Stat. 1520; 41 U.S.C. 10a), the so-called "Buy America" 
Act, already contains sufficient latitude to enable the Secretary of De- 
fense to purchase articles manufactured outside the United States 

when such purchase is in the public interest. Nevertheless, the com- 
mittee wishes to make this authority explicit for the purpose of achiev- 
ing standardization in NATO equipment, and this is done bv para- 
graph (b) of this proposed section. 

The committee hopes that this amendment will demonstrate the 
serious interest and concern of the United States in achieving greater 
standardization, and will encourage our NATO allies to join in this 
vital effort. The committee also expects the Defense Department to be 
energetic and creative in developing plans and programs for specializa- 
tion, sharing of efforts, and coproduction arrangements to carry out 
this policy. 

Section  803—Common  NATO  liequircmcnts and Coproduction 
Amendment 

The committee also adopted an amendment proposed by Senators 
Taft. Nu'ui and Culver which would urge the development of com- 
mon XATO requirements, including a common definition of the threat, 
for all weapons systems being developed wholly or partially for de- 
ployment in Europe. The amendment would also require the Secretary 
of Defense to seek areas for cooperative arrangements for coproduc- 
tion and licensing of production of military equipment among the 
NATO Allies. It also encourages the European Allies to accelerate 
their efforts to achieve European weapon cooperation. The Secretary 
of Defense is required to report on these matters in the annual report 
required by section 302(c) of Public Law 93-3G5, as amended. 

B 
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Excerpt from House Conference Report 94-1305 
and 

Senate Conference Report 94-1004 on FY 1977 
Defense Appropriation Authorization Act (P.L. 94-361) 

(June 25, 1976) 

Standardization 

Section 802 of the Senate bill contained an amendment 
which would state the policy of the United States relating 
to certain actions and reports on the part of the Secretary 
of Defense to increase standardization and interoperability. 
The House conferees were concerned that standardization 
should not become a means of bypassing prudent considerations 
in the procurement process. 

After extensive consideration, the conferees accepted 
an amendment which requires the Secretary of Defense to take 
into consideration in Defense procurement procedures the cost, 
function, quality and availability of the equipment to be 
procured while carrying out the policy of standardization. 

In addition, the conferees accepted revisions suggested 
by the Department of Defense which would eliminate duplication 
in the reporting requirement related to standardization. 
This amendment requires that the Secretary of Defense report 
whenever he initiates procurement action on a new major 
system which is not standard or interoperable with equipment 
of other members of the North Atlantic Treaty Organization. 

The House recedes with amendment. 

In addition, the Senate amendment contained language 
in section 803 which would express the sense of Congress 
relating to future development of standardization and inter- 
operability with the NATO Allies.  The Department of Defense 
suggested an amendment which would eliminate part of the 
reporting requirement relating to justification of programs 
where a common NATO requirement is not defined. 

The House recedes with an amendment. 
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PERSPECTIVES ON MAJOR ISSUES 

No nation should spend its rcfioiirccs for military hardware and 
personnel except as those expenditures are needed to protect its se- 
curity and its vital interests throu<rhont the world. The committee 
acts with full realization of America's key role in pusnrinjr peace and 
of the very real threats to that peace facing us today. The committee 
also approaches its task mindful of the need to hold down spending 
on national defense where that is both practicable and prudent. For 
these purposes, the committee held special hearings and conducted 
s])ecial studies on a nnmher of selected issues this year. 

The committee concludes, after an analysis of the potential 
threats to our security and our ability to cope with those threats, 
that the. present military capability of the United States is sufficient to 
deter aggression and to protect, its vital interests. Last year the com- 
mittee recognized the need to counter the downward drift of defense 
spending in the aftermath of the war in Southeast Asia. The fiscal year 
1978 budget recommendations as outlined in this report continue a 
modest amount of real growth in defense spending necessary to pre- 
serve our strong military posture. 

Soviet Defense Trends 
Much has l)een written and said recently about the buildup of 

Soviet arms and personnel. The committee views with concern the un- 
doubted increase in the commitment of national resources by the 
Soviet Union to defense purposes. The major trends are summarized 
in the following table showing Defense Department estimates of 
selected Soviet forces. One may disagree about the numbers of missiles 
and ships and tanks, but. the overall trend to expand the Soviet de- 
fense establishment is plain. One may also argue as to the motives 
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that drive the expansion of Soviet power. What is clear, however, is 
that the I'nited States cannot afford to ignore this development; it 
must maintain its deterrent power, lioth real and perceived. That is 
not to say that each parlii-nlar Soviet weapon must be mntched l»y the 
United States. The threats to each nation's security tue different, as 
are their geopolitical st-ftin^rs. Their defense csrablishnicnts will never 
he miri-or iniai;e> f»f cacli other. While ifcojruiziajr that some Soviet 
weapons developments would not he necessary for our own security, 
we must carefully analyze the balance of forces in each area of critical 
importance so that we may remain strong. 

TRENDS IN SEUCTEO SOVIET FORCES 

1971 1975 

Strategic forces: 
ICBMs       1,500 1,550 
SLBMs  - _     450 800 
Ballistic missile submarines       ; 55 81 
Lous lange bombtts...          140 130 

General purpose forces: 
Land forces: Tanks     40,000 45,000 
Tactical air forces: Combat aircraft...   4.200 4,600 
Naval forces: 

Attack and ASW rir:iers  0 1 
Attack submarines (nuclear and d.esel) .    285 255 
Amphibious ships   _  100 83 
Oilier vjarchbs   216 2.11 
Combal aircraft    800 1,000 

Active duty military macpo/iei.. :.. _         3, SM, 000 4,195,000 

The Strategic Halance 
The capalulii v of vusl destruction hy stratefric forces of the I'nited 

States and the Soviet Union has been an important factor in prevent- 
ing the use of nuclear weapons in the po.-t-war period. That Imhmeeof 
strategic capability, in which neither side may use its nuclear arsenal 
without tlevastntinjr retidiation. is vital to world seeunly. The United 
States1 policy has been Imsed on the belief that stra(e<:ie arms should 
be controlled and reduced by it fair mutual airreemeni, hat thai fail- 
injr such ajrreenient we muM strive to develop arid deploy such '•tra- 
te^ic weapons as will ensure the balance. The ennirnittee endoi>rs the 
efforts of the administraiion to achieve an eijuitahle SALT II ajn,i?e- 
ment, but ri'iD^ni/cs that if SIK ii an agreement is n«t reaehed we mus-t 
he ready If) counter Soviet devJ-lopmeuts in order to maintain our 
security. 

The committee concludes, after careful study, that the United 
States has today siUlicient strafe^ie fnrees to maintain the vital deter- 
rent balance. Its recommendations for fiscal year I'-'TS ate aimed at 
maintaining that halance. To do .-o we nutst continue to rely on a 
strategic TRIAD—snhmarine-hased missiles, lamhbascd I(T!.\ls mul 
nianned bombeis. The committee recommiuidittions arc aimed at do- 
ing this.both now ami in the future. 

Naval Forces 
Oni^ of the most dilliculf problems before the Congress this year 

has been the question of the future >ha[ieof the Xavy. 

'ftoi'tff Xiirn? ThtYilf. 

The steady growth in capability of the Soviet Navy is a factor tiiat 
must he taken into account. There is no denying the conclusion that 
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tho Soviet Union is now a major naval power; in that as in other areas 
of defense planning, the United States must be in a position to main- 
tain an essential balance in the future. 

In general, the growth of the Soviet naval threat has been predicta- 
ble. All agree that the Soviet naval threat has increased at a relatively 
steady rate; it has been characterized primarily by replacement of 
older ships and submarines with newer and more capable ones rather 
than an increase in the number of major combatants. 

The Soviet naval threat in order of priority may be described as 
(1) submarine, (2) air including bombers and antiship missiles, and 
(3) surface combatants. 

Snhwtirivcft.—The current attack submarine forces number about 
250,' including about SO nuclear (about half of these are cruise 
missile submarines) and 170 conventional submarines. The submarine 
force has been steadily declining from a high of about 350 submarines 
in in65, and may decline by as much as 25 percent in the next 
8 to 10 years. The current annual construction rate of about 2-4 nu- 
clear and 1-2 conventional attack submarines is expected to increase 
somewhat, but not enough to hold the force at the current level. The 
new submarines are significantly more capable than those being 
replaced. 

Air.—The main strength of Soviet Naval Aviation lies in air- 
craft capable of nuclear and conventional stand-off missile attack. 
The primary threat to U.S. naval forces rests in air-to-surface missile 
equipped Badger and the supersonic Backfire, bombers. About 300 
Badgers and a limited number of Backfire bombers are in Soviet 
naval aviation forces. The introduction of the new Kiev-class carriers 
with its YSTOL YAK-36 aircraft introduces a new element to the 
naval air threat. The intellicrence community does not yet agree on 
the capabilities of the YAK-36 aircraft, and the degree"of threat is, 
therefore, subiect to debate. 

Surface.—The Soviet surface force, except in a first preemptive 
strike scenario, does not constitute as great a threat as Soviet subma- 
rines and naval air forces. The basic surface threat is composed of 
about 225 major surface combatants. Over 100 of the Soviet major sur- 
face combatants are in the 1000-1500 ton class. Tn seakeeping and arm- 
ament, these small ships would be no match for U.S. major combatants 
and are. therefore, expected to be used primarily as coastal defense 
forces. The latest surface ships being constructed are increasingly capa- 
ble, but construction rates are not sufficient to maintain current force 
levels, and some reduction in numbers is projected in subsequent years. 

Navy Ship Forces and Programs 

Naval power has traditionally been a strong element in our overall 
security. While we have been steadily adding to our fleet in recent 
years, the obsolescence of large numbers of World War TT ships that 
occurred in the IflOOs has greatly reduced the total number of ships in 
our Navy. 

Defense witnesses on the fiscal year lf>78 budget and authorization 
request are consistent in their view that today United States naval 
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forces arc superior in those areas of vital concern to our nation. 
Tiio IOC) ships and sulnnarines approved but not- delivered a( the end 
of fiscal year 1!>T7 will result in an increase in Xavy ship forces and 
should servo to maintain a maririn of naval superioritv throuidi 1082. 

U.S. NAVY SHIP FORCES 

1DG4 1976 1977 (plan) 1978 (plan) 1882 (plan) 

Warships               436 295 296 

170 ~ 

303 352 

Major surface combatants              305 172 179 203 

             15 13 

 26" 
69 
64 

13 

""27"" 
63 
64 

13 

 "28"""" 
73 
65 

13 
ASW carriers. 9 
Cruisers  
Destroyers   
Frigates  

             28 
           213 
              40 

30 
73 
87 

Submarines 125 115 119 121 143 

Ballistic missile  
Attack    

Minor surface combatants  

             21 
             104 
               6 

41 
74 

8 

41 
78 

7 

41 
80 

3 

47 
94 

6 

133 62 
3 

116 

63 
3 

108 

63 
3 

93 

66 
Mine warfare   
Auxiliaries 

             85 
263 

9 
52 

Total, active fieet ships             917 476 470 452 536 

The committee recommends a significant increase in the commit 
men! of funds to Xavy shipbuilding, including several new initiatives. 
Several of these recommendations involve the common problem of the 
future of aviation at sea. The committee feels strongly that the Xavy 
must push forward with concrete plans for the future of aircraft 
capable ships. There are several options available, and committee 
action on the fiscal year 1078 budget request was designed to keep 
them open for mature decision next year. 

NATO Defense 
The United States has a long-standing commitment to the security 

of "Western Europe, and the strength of XATO is vital to maintaining 
that security. In the face of increases in Soviet and Warsaw Pact 
military power in the region, the ability of XATO forces to protect 
"Western Europe is a matter of increasing concern. The committee 
examined carefully during the past year the ability of XATO to 
react to military threats, and found a number of shortcomings that 
must be corrected. Accordingly the recommended bill contains funds 
to improve the deterrent and Hghtinsr capabilities of the Alliance, 
without increasing the commitment of American ground forces. 

While believing that there exists a rough parity, the committee is 
concerned because of what it sees as some serious deficiencies in the 
state of XATO forces: 

(1) With its improved conventional and strategic strength, the 
"Warsaw Pact now has the capability of launching an attack with 
short warning. Present plans may assume an unrealistically long 
warning time, and XATO planning and posture must take into 
account this important change in the balance in Europe. 

(2) The readiness of U.S. and Allied forces should be improved 
to better meet the chansrins: threat. 
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(3) The committee is conm-ncd that there i\ro serious problems 
in the deployments of hojli men and material in XATO. Tn order 
to imploment XATO's forward defense strategy, units and tlieiv 
suppUe.s must he deployed .-o as to pemdt uaginjr a main de- 
fensive battle as far forward as possible. 

(4) An improvement is needed in XATOV conventional fire- 
power. This means improved weapons, more weapons and more 
ammunition stocks for available conventional  weapons. 

(5) Xew initiatives must be taken to improve both the pre- 
positioaing of equipment and the plans for airlift and sealift of 
reinforcements for both U.S. and Allied forces. 

(6) Air defense capabilities should \» improved and better 
integrated. 

(7) The Department of Defense must be euerpetic and creative 
in implementinfr the policy of standardization and interopera- 
bility of weapons systems in XATO. both as a means of cost sav- 
ing and of iucreasinir capability on the battlefield. 

fS)   Finally.  XATO command, control  and communications 
systems must receive a greater measure of attention in order to 
achieve an effective network that can provide rapid and eHicient 
coordination of forces in the event, of attack-. 

The committee is also concerned that XATO iriound forces be given 
an option other than use of theater nuclear weapons in the event of a 
European conflict. "While those tactical weapons are an effective deter- 
rent to attack, we must not allow them to be the onlv alternative on the 
battlefield. 

Readiness 
The committee is concerned about the current state of combat readi- 

ness of U.S. Armed Forces. Reports submitted to the committee in- 
dicate serious deficiencies and persistent problems, particularly in 
equipment availability and reliability. These problems are most evi- 
dent in ships and in the relatively low operational readiness rates 
for many types of aircraft. High cannibayzation rates, deferrals in 
scheduled maintenance, and the lack of spare parts all reduce combat- 
ready power. The committee believes that readiness improvements 
deserve a high priority in the plans and budget of the Defense De- 
partment, and that maintainability and reliability criteria require in- 
creased emphasis in the design and development of new weapon sys- 
tems. The committee expects the Department to be able to demonstrate 
actual and future planned progress in defining and improving readi- 
ness in its fiscal year 1070 budget presentations. 

All-Volunteer Force 
The committee is concerned that the ability to sustain the all 

volunteer force faces serious problems in the years ahead. Some 
problems are already apparent. At the end of March, 1077, active duty 
military personnel were 17.000 below authorized strengths for liscal 
year 1077. In the Army the percent of new recruits who are high school 
graduates has fallen from fi2 percent to 47 percent in less then a year. 
At the.end of February, 1077, selected reserve neisonnel strengtlis were 
00,000 below authorized average strengths. The individual ready re- 
serve, the primary source of trained individuals for replacement and 
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augmenfation in an pniergency, is 24(),000 Ix-low mobilization levels 
for the Army alone. 

The number of people in military a<re groups will decline sub- 
stantially each year for the next 15 years. By 1085. the demand for 
male high school graduate recruits may exceed the supply of such 
recruits by over 80,000. In addition to the decline in population, the 
projected decline in unemployment and expected increases in mili- 
tary pay that arc less than "those of the past decade will create 
further problems for military recruiters. 

If these problems are addressed only oy increases in recruiting-. 
advertising, pay and bonuses, defense manpower costs could increase 
by $15 billion a year in 4 years. These costs would provide the same 
manpower and forces as current levels, but questions must arise about 
whether such large increased costs for defense manpower are sustain- 
able and about the huge manpower costs that would be associated with 
any future requirements for increases in force levels. 

One of the principal assumptions in establishing the All Volunteer 
Force had been that turnover would decrease and consequently enlisted 
accession requirements would be about three-quarters of what they 
were in the previous mixed force of volunteers and draftees. In fact, 
turnover rates have significantly increased with the all volunteer force! 
Management actions to reduce attrition and enlisted turnover as well 
as specific programs to reduce manpower demand (e.g. reductions in 
support, increased civilianization) and increase manpower supply 
(e.g. increasing prior service accessions) are necessary, in the short 
term, to maintain current force levels without large increases in costs. 
However, the longer term problem of sustaining the all volunteer force 
must bo addressed and specific plans and alternatives must be analyzed 
if our active and reserve force requirements are to be met. 
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CONFERENCE REPORT 

[To accompany H.R. 5970] 

Roland Missile System 
The House bill contained seven separate provisions regarding the 

Roland missile sj-stem. The Senate version did not contain similar 
provisions. 

The conferees are concerned with two aspects of the Roland missile 
system. First the research and development costs have increased by 
over 100 percent since the start of the program and the procurement 
cost estimates for 17 batteries have increased by nearly 70 percent in 
one year. The second major concern is the international aspect of the 
Roland program. The Roland system is a French and German devel- 
opment and is being procured for the U.S. Army in an earnest effort 
to enhance standardization of NATO arms. The conferees support in- 
creased standardization but in the long run a program with excessive 
cost overruns and questionable performance would do more to delay 
standardization than to aid it. Therefore, it is crucial that the Roland 
system meet cost and performance goals. 

The conferees support the continued development of the Roland 
system within the following guidelines: 

(1) Development, test and evaluation can be completed for a 
total cost of $265,000,000. 

(2) System performance specifications for the Roland missile 
system will not be degraded from any Department of Defense 
contract in effect on March 31, 1977, with respect to the Roland 
missile system. 

(3) All Roland missile system engineering development models 
and equipment ordered in any Department of Deiense contract 
in effect on March 31, 1977, for contractor use of delivery to the 
Department of Defense, shall continue to be ordered in the num- 
ber of units specified in such contracts. 
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(4) There shall be test, evaluation, data reduction and analysis 
of the Roland missile system to determine the capability to meet 
contract specifications. 

(5) The U.S. version of the Roland missile system shall contain 
not less than 350 field replaceable unit subsystems which shall be 
interchangeable with comparable subsystems of the European 
Roland II missile system. 

The Secretary of the Army shall inform the Committees on Armed 
Services of the- House and Senate within 60 days of the date of this 
report whether these conditions can be satisfied. When informing the 
committees, he shall also indicate the degree of variation from the con- 
tract specifications with recommendations on how to adjust the pro- 
gram accordingly. 

The significant increase in procurement costs are also of concern 
and the Secretary of the Army should take appropriate steps to re- 
duce procurement costs including— 

(1) obtaining a complete technical data package, not later than 
October 1,1979, for the missile, in sufficient detail to enable second 
source procurement; 

(2) consideration of mounting of some of the fire units on towed 
or wheeled vehicles, particularly those units that would be as- 
signed to rear area units; and 

(3) other steps as the Secretary of the Army considers appro- 
priate. 

Consistent with the action taken by the conferees, the House recedes 
on the bill language. 

XM-1 Tank Gun 
The House bill contained language that precluded the use of research 

and development funds for any effort to put a 120 millimeter gan on 
any XM-1 tank until and unless: (1) the comparative tests of the 105 
millimeter and competing 120 millimeter guns have been completed; 
(2) the comparative test results have been evaluated; (3) the Secre- 
tary of the Army has made a recommendation to the Congress consist- 
ent with the test results; and (4) 60 days of continuous session have 
elapsed from the data of that recommendation. The House intent 
was to insure that the Congress had an opportunity to review any de- 
cision to abandon the proven 105 millimeter gun and to insure that such 
a decision was made for military reasons. The House intended that 
any effort to install a 120 millimeter gun on any XM-1 tank would be 
initiated only after approval of a reprograming request or of a request 
for new legislative authority. 

The Senate was concerned with any undue interference or delay in 
the efficient and effective management of an important weapons sys- 
tem and argued against any restrictive language. The Senate was also 
concerned with any reprograming requirements that could delay this 
program. 

The Senate reluctantly receded with an amendment and with the 
understanding of all conferees that; (1) the comparative testinc: will 
be conducted as already scheduled and that the comparative testing 
will not be held up by any delay in the availability of any of the gun 
competitors. The conferees agreed that the absence of any competing 
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gun(s) from the comparative tests would not invalidate the results 
of such tests; (2) the Army's decision on gun selection will he made 
by December 31, 1977, on the basis of test data available to that date; 
and (3) the Secretary of the Army must make a recommendation on 
the gun selection for the XM-1 tank to the Congress no later than 
February 1, 1978. 

It is the intention of the conferees that there be no further delays 
in this gun selection process for the XM-1 tank program. 
XM-1 Back Up Engine 

The House bill added $10 million to continue development of the 
AVCR 1360 diesel engine as an in-house project in the Tank Research 
and Development Command (TAEADCUM). This reflected House 
concern that the Army might be taking an unnecessary risk in the 
XM-1 program by terminating development of diesel technology' be- 
fore the turbine has fully proven itself. The Senate amendment con- 
tained no such provision. 

The. Senate conferees stated that, in their view, authorizing funds 
in this bill for continued diesel development would set an unfortunate 
precedent of funding the losing contractor in a prototype development 
effort and would require unknown additional development costs for 
engine maturity. Senate conferees have confidence in the turbine en- 
gine and wish to support fully efforts aimed at achieving interoper- 
ability of tanks within NATO.' 

The Senate conferees were adamant in their opposition to the diesel 
engine.. The House, therefore, reluctantly recedes, but urges the Army 
to find the necessary funds within the budget to continue development 
of the AVCR 1360 diesel engine until such time as the turbine has 
fully proven itself in development. 

M60 Tank Improvement Program 
The House recedes to the Senate position to initiate effort to adapt 

the improved technology of the XM-1 fire control system to the M60 
series tanks as a cost effective improvement program. It is the view 
of the conferees, however, that this improved system would not lie re- 
quired for all M60 series tanks and would be considered for adoption 
only on such numbers of tanks as would be necessary to supplement the 
new XM-] tank and support the NATO requirement. 

The conferees further agree that the improved technology fire con- 
trol system components should not be considered as an alternative to 
existing M60 fire control system components for new production tanks 
if it will result in significant delay in fielding M60 tanks in Europe 
with improved fire control capability. 

Mechanized Infantry Comhat Vehicle (MICV) 
The House bill prohibited expenditure of further funds for improve- 

ment of the M139 gun as an interim weapons system on the MICV, 
directed acceleration of the program to provide for the initiation of 
production of MICV by December 31, 1980, and prohibited the ex- 
penditure of funds for integration of the tube launched, optical 
tracked. Avire guided inissile (TOW) system on the MICV until after 
the basic vehicle was in production. Then Senate amendment deleted 
this restrictive language. 
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The House bill reflected concern with the series of delays associated 
with the. fielding of this important weapons system and reservations 
about the inclusion of the TOW missile. 

The first of these reservations was partially satisfied when the Army 
accelerated its production schedule to provide for initial production of 
the MICV in May 1981 rather than May 1982. 

The second House reservation about the MICV program—whether 
or not it should be equipped with the TOW missile—proved more, dif- 
ficult to reconcile since the Senate conferees' basic position is that, 
given the preponderance of Soviet armor and the shortage of U.S. 
anti-tank guided missile platforms, no major combat vehicle should 
be fielded without an integral anti-tank capability regardless of its 
primary mission. 

The House conferees reluctantly agreed to a Senate amendment de- 
leting the prohibition on the expenditure of funds to integrate TOW 
on the MICV prior to initial production. 

However, the conferees agreed that there should be no slip in the 
Army's amended production schedule related to TOW integration. 

The Senate recedes with an amendment to prohibit obligation of 
funds for the M-139 gun and to require structuring of the MICV pro- 
gram so production can begin not later than May 31, 1981. 

Advanced Mechanized Infantry Comhai Vehicle {MICV) 
The Senate amendment included $5 million to explore designs for a 

follow-on to the MICV because of its concern about the silhouette, anti- 
. tank capability, armor design and compatability with airlift of that 
vehicle, hence its survivability in the face of the rapidly improving 
armor and anti-armor capability of the Soviet Union. The House bill 
contained no similar provision. 

The Senate stated that it had no intention of delaying deployment 
of the MICV, but advised the Army that it should look toward limit- 
ing procurement of the MICV to less than the planned program in 
view of the possibility of fielding an improved vehicle. 

The House conferees are disturbed about the implications of initi- 
ating research on a follow-on vehicle while the current MICV is still 
in development and three years away from initial production. In the 
view of the House conferees, the history of Army research and devel- 
opment is replete with examples of programs which have been aborted 
or constrained because more promising systems were just over the hori- 
zon. This pattern of perpetual R. & D. is one of the major reasons why 
the U.S. Army now faces a quality gap in fielded equipment, vis-a-vis 
the Soviet Union. 

After considerable discussion, the conferees agreed to authorize $5 
million for a study to re-evaluate the specific requirement for and de- 
sign of the MICV and to assess the need for a more survivable fol- 
low-on vehicle. 

However, the conferees note that neither the House nor the Senate 
have called for limiting MICV production at this time, and that no 
such decision by the House or the Senate should he anticipated before 
a study of alternatives is made. The conferees recognize that the MICY 
will provide substantially improved capability over the M-113 ar- 
mored personnel carrier, and the conferees have no intention to delay 
deployment of the MICV to the field. 

■ 
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GLOBAL PERSPECTIVES 

The need for maintenance of large military forces and the invest- 
ment of financial resources for military procurement and research 
can only be understood in the context of international conditions that 
make them necessary. The threats facing the United States and its 
allies throughout the world, and the crucial role played by American 
forces in ensuring peace and stability since World War II, determine 
the size and composition of our defense budget. While the committee 
seeks to keep down the burden of defense spending on the American 
taxpayer, it cannot ignore the continuing threats to peace and security 
around the world that impose substantial military obligations on us. 

As the committee, noted in its report for fiscal year 1978, we are in 
a time when modest real growth in the Department of Defense budget 
is necessary to preserve our security and that of our allies and friends. 
While the committee is convinced'that our present military forces- 
comprising strategic, general purpose and support forces—are suf- 
ficient to protect the United States and its worldwide interests, it finds 
that a prudent amount of increased spending is necessary to ensure 
that security for the future. 

.The Soviet Buildup 
The large buildup of Soviet strategic and conventional forces noted 

in our report last year continues, according to all reliable estimates. 
This trend is apparent not only in the numbers of tanks and missiles, 
but also in technological innovation, the aspect of defense, spending 
that most affects the future military balance between the two coun- 
tries. The Soviets are without question devoting a larger proportion of 
their national wealth to defense needs than we are; the Department 
of Defense estimates that they are now spending between 20 percent 
and 40 percent more annually. Included in this increase are major 
efforts at modernization and innovation, especially in strategic forces. 
The committee continues to view with concern this increase in Soviet 
military capability. We must watch these trends closely, not to match 
each specific Soviet development with one of our own, but to ensure 
that taken together Soviet developments do not upset the delicate 
deterrent balance that has done so much to preserve peace between 
the major powers for the last 30 years. In this process of what the 
Secretary of Defense called a combination of competition and coopera- 
tion, we must always anticipate future developments, carefully analyze 
trends in each major area of defense effort, and ensure that our actions 
now are sufficient to protect the security of the United States five, ten, 
and twenty years hence. 

The major trends in Soviet military strength are summarized in the 
following table: 
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TRENDS IN SELECTED SOVIET FORCES 

1971 1977 

Strategic forces: 
ICBMV.  1,600 1,<00 
SLBM's  450 900 
Ballistic missile submarines  55 91 
Long-range bombers _. 140 140 

General purpose forces: 
Land forces: Tanks  40,000          45-50,000 
Tactical air forces: Combat aircraft -  4,200 5,000 
Naval forces; 

Attack and ASW carriers.  0 1 
Attack submarines (nuclear and diesel)... _  285 260 
Amphibious ships  100 82 
Other warships   216 233 
Combat aircraft _ 800 1,125 

Active duty military manpower        3,839,000 4,400,000 

The Strategic Balance 
Since last year's report on the Defense Authorization bill, the Presi- 

dent lias made a decision not to proceed with production of the 
B-l bomber, and to place greater reliance on cruise missiles for the 
future of the bomber leg of the vital strategic TRIAD. While the 
committee continues to believe that our strategic deterrent is ade- 
quate to protect us from attack, it is concerned about long-term trends 
in strategic deterrence. A number of issues which will affect our 
deterrent capability in the next 10 to 20 years are now before the 
Nation, including the future of the manned bomber, cruise missile and 
cruise missile carrier development, the need for more survivable 
TCBMs such as MX, and the greatly escalating cost of the, important 
Trident submarine program. The committee continues to view all 
three legs of the TRIAD—air breathing, submarine-launched and 
land-based—as vital to our security in that they force our adversaries 
to plan for three quite different and separate retaliatory threats in 
case of a strategic exchange. 

Expanded Soviet investment in modernizing their strategic forces 
means that our own research and development effort assumes an even 
more important role in securing our future safety against attack. The 
committee strongly supports continued research and development in 
strategic weapons. 

The committee continues to support the efforts to find limits on 
strategic arms which can lessen the burden on both the United States 
and the Soviet Union, but onlv if such arrangements preserve a real 
military balance which guarantees a stable balance of deterrence. As 
noted last year, however, the committee supports a strong strategic 
arms program which will deny the Soviets any illusion of superiority 
and thus create the greatest possible impetus for future arms control 
agreements. 

Weapons Development and SALT 
The committee is concerned that strategic or nuclear weapon pro- 

grams authorized by this Act not bo degraded in expectation of a con- 
cession or in anticipation of an agreement to limit arms without prior 
congi-essional consideration. Present legislation may not adequately 
provide for the degree of participation that the committee deems nec- 
essary to carry out its responsibilities. 

The committee intends to review this question in the months ahead 
and encourages the administration to notify the Congress in advance of 
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changes which would degrade existing or future strategic or nuclear 
weapon programs or capabilities in anticipation or expectation of arms 
limitation agreements. 

Naval Forces 
As a maritime Nation whose major allies are separated from it by 

oceans in both directions, the United States must maintain a strong 
and flexible Navy, capable of performing a number of missions. Much 
attention has been given this year and last, in both the legislative and 
executive branches, to determining just what sort of Navy we should 
have and how best, to achieve it. Studies directed by the committee last 
year have played a role in clarifying these issues, but the committee 
is still concerned that a full consensus has not yet been reached on 
the role of the Navy in the future. 

Today's Navy is beset by a number of problems which affect long- 
range decisions about the shipbuilding program. Unresolved claims 
involving the Navy's major shipbuilders raise doubts about the 
ability to effectively manage shipbuilding programs. The rising unit 
cost of ships makes sizable increases in warship numbers extremely 
expensive. Civilian and military analysts are in disagreement regard- 
ing the future role of aircraft-carriers and their embarked aircraft. 
Questions have even been raised by some about the future of the Navy s 
power projection role. •.    TT •    J 

Our posture in the world will continue to demand that the United 
States have a strong, multi-mission Navy for the foreseeable future. 
The large Soviet naval buildup in the past 10 years has made it even 
more imperative that we retain general maritime superiority. Studies 
mandated by the committee last year have helped to focus the issues 
concerning "various types of aircraft carriers and the future of 
V/STOL, but as it will be some time before many of these concepts can 
be turned into real ships and aircraft, these issues are by no means 
resolved. Consequently, the committee has attempted to provide a pro- 
gram for shipbuilding and conversion that looks both to the near 
future and the longer term and provides the Navy with 15 new ships. 
Navy ships take long to build and remain in the fleet for 20 to 30 
years. 
NATO 

The commitment of the United States to the security of Europe, 
through the NATO alliance, is one of the bulwarks of American for- 
eign and defense policy. For the past 5 years, the committee has been 
giving increasing attention to the status of our NATO forces, their 
readiness to carry out their assigned roles, and the Warsaw Pact forces 
opposing them. Many of the recommendations made by the committee 
have now been incorporated into the Defense Department budget for 
fiscal year 1979. Indeed, a large portion of the real increase in the 
budget proposed by the administration is related to improving the 
post ure of U.S. forces related to NATO. 

Nonetheless, problems remain with our NATO forces, and the 
massive buildup of conventional forces by the "Warsaw Pact nations 
continues. The committee continues to be concerned about providing 
our NATO forces with viable options other than the use of theater 
nuclear weapons in the event of war. Efforts to improve readiness; 
to replenish prepositioned and War reserve stocks; to provide mean- 

B 
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ingful airlift and scalift capability for reinforcement; to improve 
command, control and communications; and to encourage standardiza- 
tion and interoperability must continue. A short-term emphasis on 
NATO needs will not succeed in solving problems that have taken 
years to develop. _ 

However, the committee believes that efforts to improve NATO 
readiness and overall capability should be borne by both the United 
States and its allies in iMirope. The Soviet buildup of men, tanks and 
aircraft, in Europe should not be matched by American men, tanks 
and aircraft on the ground in Europe. Western Europe cannot be de- 
fended by United States conventional forces alone. The NATO coun- 
tries took an important stop in May 1977 by pledging a 3 percent 
real growth in their spending on NATO. The committee believes that 
this is an important step which must be more than temporary if 
NATO is to remain an important deterrent force in Europe. 

Asia and the Pacific 
The United States also has vital security interests in the Pacific and 

on the continent of Asia, and maintains military forces forward 
deployed in that region. The committee is concerned that the United 
States does not have an integrated policv toward Asia and the 
Pacific in the post-Vietnam era. It is imperative that the United States 
make a realistic assessment of its interests, the possible threats to those 
interests, and the forces needed to protect them in the 1980's and 
1990's. 

As discussed in greater detail elsewhere in the report, the committee 
takes seriously the thieat to South Korea from action by North Korea. 
The maintenance of American forces in South Korea has been a de- 
terrent to aggression. The committee is concerned that possible risks 
to the. current military balance, of any further withdrawal of Ameri- 
can erround forces particularly if it appeared to encourage aggression 
by North Korea. 
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GLOBAL PERSPECTIVES 
Introduction 

Under the Constitution of the United States, the Federal Govern- 
ment is given the responsibility to "provide for the common defense.'" 
If the future well-being of the Nation is to be assured, the Federal 
Government must, be able to provide for the safety and security of the 
American people and to protect their worldwide interests. This basic 
fact should be foremost in the debate as resources are allocated to the 
various competing demands facing the Federal Govermnent. 

U.S. military forces still have an overall advantage compared to 
the forces of potential enemies; however, this margin of superiority 
has been substantially reduced in recent years. Moreover, trends in 
the worldwide military balance appear to be unfavorable to the United 
States and its allies. 

The Free World continues to have serious strategic vulnerabilities; 
key among these is the dependence on imported oil. In general, the 
Free World is becoming increasingly dependent on the free movement 
of raw materials and goods to and from Third World nations. Politi- 
cal or military actions that disrupt or threaten to disrupt this flow of 
materials can have a serious impact on the economies of the industrial- 
ized nations and of the world as a whole. 

In essence, world events are becoming more complex and interde- 
pendent. This growing interdependence has increased the potential 
harm to U.S. and allied interests that could be caused in many regions 
by the use or threat of use of relatively small military units equipped 
with sophisticated weapons. The United States needs to evaluate its 
ability to meet the military challenges of this more interdependent, 
changing world. This does not lessen the need to deter the. much more 
militarily destructive forms of warfare such as a conventional attack 
in Western Europe and, in particular, a strategic nuclear conflict that 
would spell unparalleled disaster for all nations. 

Growth in Soviet Military Strength 
The Soviet Union continues to modernize its forces at an alarming 

rate. The Central Intelligence Agency has estimated that the Soviet 
defense budget has exceeded U.S. spending by an average of 10 per- 
cent per year over the past 10 years. Of particular concern is that 
Soviet military spending has recently begun to outrun U.S. spending 
by a substantial margin. In 1978, it is estimated that the Soviet Union 
outspent the United States by about 40 percent. Over the last 5 years. 
the disparity in annual U.S. and Soviet defense spending has been 
impressively large in two mission areas: Soviet spending for.strategic 
forces exceeded that of the United States by 3 to 1 and for general pur- 
pose forces, by 1.75 to 1. During this period, Soviet military invest- 
ment (procurement and construction) has been 50 to 80 percent above 
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U.S. levels, for a total of about. $100 billion in 5 years. The United 
States must consider the possibility that the Soviets are intent, on 
seriously challenging the United States throughout the world and on 
exploiting our vulnerabilities and those of our allies where it can. 

While there has been some Soviet growth in the numbers of mili- 
tary units and quantities of equipment, there has been major improve- 
ment in the quality of weapons fielded by the Soviet Union. In the 
past, the United States had planned to offset Soviet quantitative advan- 
tages in weapons with technologically superior systems in the hands 
of U.S. forces. Massive defense expenditures have enabled the Soviet 
Union to narrow our technology lead and have provided the Soviets 
with superior weapons in several key areas. Of particular concern to the 
committee is the serious possibility of substantial Soviet technological 
innovations in the immediate future resulting from the heavy in- 
vestments of the past several years. The committee continues to sup- 
port a strong U.S. military research and development program to ex- 
ploit our broad technological superiority. 

While the Soviet Union has made improvements to its strategic 
forces, theater nuclear forces, and conventional forces in Eastern 
Europe, it has apparently placed significant emphasis on improving its 
projection forces which could intervene in Third World affairs. These 
include a blue water navy, modernized sealift, expanded and mod- 
ernized airlift, together with airborne and marine combat units. The 
growth in Soviet intervention forces is particularly troublesome in 
light of the Free World's dependence on commerce with developing na- 
tions and the focus on NATO programs that has occupied recent U.S. 
defense efforts. While Soviet intervention forces are, currently inferior 
to similar U.S. forces, U.S. forces are tied down by regional commit- 
ments, especially for NATO, and also suffer the disadvantage of having 
to deploy over greater distances to likely trouble spots (i.e., Persian 
Gulf and Korea) than would be the case for Soviet forces. 

Defense Spending 
The key question posed by defense spending trends unfavorable to 

the United States is how long will it take before our major military 
competitor realizes meaningful military and political advantages that 
will alter the worldwide balance of power. 

Kecognizing the seriousness of adverse spending trends, the United 
States Government agreed with our NATO allies to increase total de- 
fense spending by 3 percent in real terms beginning with fiscal year 
1979. In its first year this commitment may go unfulfilled, depending 
on the rate of inflation that finally occurs, by seven NATO countries 
including the United States. 

The Free World has the economic resources to compete on military 
terms with the Soviet Union; less certain is the political will to commit 
these resources to needed military programs. Trends in national eco- 
nomic resources and defense efforts are as follows. U.S. levels are used 
as the base in each year in order to show trends relative to the United 
States. 
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SOVIET, JAPANESE AND NATO GNP'S AND DEFENSE SPENDING AS A PERCENTAGE OF U.S. LEVELS 

1950 1960 1970 1978 

Defense Defense Defense Defense 
GNP   spendinz GNP   spending GNP   spendinj GNP     spendinj 

United States  100 100 100 100 100 100 100 100 
USS.R                    30 NA 32 71 32 90 47 140 
Japan   ..         4 0.3 8 1 21 2 48 9 
NATO (less United States)... M 57 64 34 80 34 102 70 

Sources: Cent'al Intellijcnce Ajency, Department of Defense, and International Institute tor Strategic Studies. 

This chart shows the growth in Soviet defense spending. In 1970, 
the Soviet Union's defense expenditures were only 90 percent of the 
U.S. level; by 1978, the Soviets were outspending the United States 
by about 40 percent. In addition, major U.S. allies are making defense 
contributions significantly less than their economic resources should 
permit. 

In general the committee believes that the United States should 
increase its defense spending in real terms for the next few years. At 
the same time, our allies in Europe and Asia must assume a greater 
share of their defense burdens. 

The Strategic Balance and SALT 
One of our key national security goals is maintaining essential 

equivalence in strategic forces with the Soviet Union. The committee is 
concerned about our long-term strategic deterrent and therefore the 
committee supports the development of a more survivable ICBM, 
such as MX, among other key strategic programs. 

The committee continues to view the three legs of the Triad—air- 
breathing, submarine-launched, and land-based—as important to our 
deterrent in that they force our adversaries to plan for three quite 
different and separate retaliatory threats. 

The committee plans to carefully review the SALT II Agreement 
with the Soviet Union, announced by Secretary "Vance on May 9,1979, 
in the context of the overall U.S.-USSR military balance. 

The Maritime Balance 
While equivalence with the Soviet Union may be our goal for stra- 

tegic forces, it cannot be our goal for U.S. naval forces. The United 
States should be committed to maintaining a clear margin of maritime 
superiority. 

The United States and the Free World depend extensively on the 
world's sea lanes for the movement of trade and critical raw materials. 
Several of these areas are located at great distances from both the 
United States and its allies (i.e., Indian Ocean and Persian Gulf). 
Furthermore, our key alliances are with countries that are also sepa- 
rated from us by vast oceans. 

Our Navy must be able to protect the free movement of commerce 
and the waterbome reinforcement of our allies. This task is made con- 
siderably more difficult by geography—the great distances from the 
United States to these areas. Because the Soviet Union has no such 
dependence on the seas, it is significantly less vulnerable in this regard. 
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Moreover, the Soviet Union would have the advantage of selecting the 
place and timing of an attack on the vast, important waterways that 
we seek to defend. If the Soviet Union can equal our naval power, it 
could deny access to selected areas and thereby gain significant stra- 
tegic leverage over the United States and its allies. 

The shipbuilding claims problem that has plagued our maritime pro- 
gram for a number of years is now behind us. Also on a positive note, 
a consensus is emerging on the need for more ships for the U.S. Navy. 
Unfortunately, there is still little consensus on specific ship types 
or on starting a vigorous ship construction program. Another year 
has passed without starting on a naval modernization program. The 
committee is convinced that the shipbuilding program for 10 com- 
batants recommended for fiscal year 1980 and the proposed 5-year 
shipbuilding plan are inadequate to provide our Xavy with the ships 
needed for the maritime tasks of the future. A vigorous shipbuilding 
program should be developed that can command a broad base of 
support. 

NATO 
For the past 5 years, the committee has placed great emphasis on 

defense programs oriented to NATO. While improvements have been 
made by both the United States and other NATO countries, much still 
needs to be done to insure the continuing strength of-the Alliance. 
First, the Alliance must increase its real defense spending at a rate 
that would permit it to modernize its forces sufficiently to meet the 
growing capabilities of the "Warsaw Pact. Second, better ways to ac- 
complish rationalization, standardization, and interoperability of 
NATO forces must be found. Last, the Southern Flank of NATO 
continues to need strengthening and cohesion. 

U.S. defense expenditures have been heavily oriented to NATO 
since fiscal year 1974. During the period 1974-1980, U.S. expenditures 
for forces deployed in Europe together with early and later NATO 
reinforcements will have increased in real terms at an average annual 
rate of 3.3 percent. Moreover, the bulk of increases have gone to im- 
proving combat power for a NATO conflict. Investment in equipment 
and facilities for these NATO-oriented forces has increased in real 
terms at an annual rate of 6.4 percent since fiscal year 1974. Most im- 
portantly, real-term investment in equipment and facilities for our 
front-line, Europe-deployed forces has grown at an average of 11.0 
percent each year since fiscal year 1976. Our NATO allies should 
be made aware of the substantially increased investments that the 
United States has made in its NATO-based forces. 

The United States has paid a price for improvements in NATO war- 
fighting capability. All other U.S. forces, including those for other 
contingencies, have had a lower total expenditure, averaging a 1.5 
percent annual reduction, between 1974 and 1980. Continued deteriora- 
tion of these other forces would be of concern especially in light of 
Soviet improvements in intervention forces and the increasing de- 
pendence of the Free World on Third World material resources. Real 
increases in total U.S. spending are necessary if we are to maintain the 
balanced forces needed to protect our worldwide interests. 
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While repeal of the Turkish arms embargo removed an impediment 
to improvements of the Alliance effort in the Eastern Mediterranean, 
the substantial economic problems of Turkey and the slow pace of in- 
ternational economic assistance to that country arc of concern. These 
economic problems are challenging the stability of the Turkish Gov- 
ernment. The rolethat Turkey plays in the security of the Western 
World has been heightened by the change of governments in Iran. For 
this reason, instability in Turkey would be a serious problem for 
NATO. 

Middle East and Persian Gulf 
This region is one of the world's most important and volatile areas. 

The peace treaty between Egypt and Israel is a significant start in the 
search for peace between Israel and its Arab neighbors. However, 
problems yet to be overcome are significant. 

The overthrow of the Shah of Iran and other developments have 
heightened tensions throughout the region. In response. U.S. friends 
in the region are seriously questioning U.S. staying power. Moreover, 
this area may be a key target for the intervention forces that the So- 
viet Union is developing. 

The recent need to send additional U.S. military units, particularly 
naval forces, to the Persian Gulf area has highlighted the extent to 
which our forces are already stretched thin. To provide this increased 
presence, drawdowns from other key world areas were required. 
Asia and the Pacific 

Despite full normalization of relations between the United States 
and the People's Republic of China, our relations with Japan remain 
the cornerstone of American security efforts in Asia. Japan is now the 
second ranking economic power in the world with a pivotal role in 
Asian affairs. 

Diplomatic ties between the United States and China have greatly 
improved stability in Asia. However, Asia still contains one of the 
greatest trouble spots in the world: the Korean Peninsula. The com- 
mittee remains concerned that the planned withdrawal of the U.S. 
2nd Infantry Division from South Korea—temporarilv suspended 
by the Administration—could increase tensions and the likelihood of 
hostilities on the peninsula. 
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LETTER OF TRANSMITTAL 

U.S. HOUSE OF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 

Washington, D.C. 
HON. MELVIN PRICE, 
Chairman, Committee on Armed Services, 
House of Representatives, 
Washington, D.C. 

DEAR CHAIRMAN PRICE : Attached is the report of the Special Sub- 
committee on NATO Standardization, Interoperability and Readiness. 

The special subcommittee conducted a comprehensive study of 
standardization, interoperability and readiness holding 26 hearings 
and 15 briefings. Additionally, a delegation from the special subcom- 
mittee visited five European NATO countries from July 3 to July 7, 
1978. 

The work which the special subcommittee performed was always 
directed by the guiding principle of identifying facts and eliminating 
vagaries. Accordingly, this report presents the facts contained in our 
record of the NATO initiatives currently being considered. 

With kind regards and best wishes. 
Very sincerely, 

DAN DANIEL, 
Chairman, Special Subcommittee on NATO, 

Standardization, Interoperability and Readiness. 

Approved for printing 
Melvin Price, Chairman 
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FINDINGS AND CONCLUSIONS 

STANDARDIZATION, INTEROPERABILITY AND ARMS COOPERATION ■) - 

1. The Department of Defense is unable to define clearly many of 
the terms it uses to explain standardization and interoperability 
concepts. 

Standardization and interoperability have ambiguous definitions. 
These definitions have produced confusing and often conflicting 
guidance for translating policy into action. Eationalization is an in- 
comprehensible term. 

2. The basic rationale for arms cooperation is that it will reduce 
duplication and increase efficiency of defense expenditures. There are 
only vague estimates that support such a conclusion, while data de- 
rived from actual case experience seems to contradict it. 

3. It is unlikely there will be significant cost savings realized from 
arms cooperation. Approximately $3 billion annually is available as 
potential savings if all duplication of effort is eliminated. This is less 
than two percent of the current alliance budgets. Thus cooperation 
while it does allow some potential savings, is certainly not the total 
answer to NATO's problems. 

4. The potential savings are purely theoretical. No witness who ap- 
peared before the subcommittee suggested there would be any im- 
mediate savings as a result of arms cooperation. It is impossible 
to predict accurately whether cooperation will save or cost money, 
either in the near future or in the long run. 

5. The "Culver-Nunn" Amendment to the Defense Appropriation 
Authorization Act of 1977 is subject to confusing interpretation by 
some in the Department of Defense, and that which is not understood 
cannot be implemented. 

6. Arms cooperation as a concept does not necessarily imply that 
the policy of standardization and interoperability as passed in the 
"Culver-Nunn" amendment would be most effectively implemented. 

7. European defense industries are growing and represent an im- 
portant investment on the part of their governments in financial 
resources, jobs and national pride. Their expanding capabilities and 
importance, therefore, influence government defense planning and 
procurement decisions. 

As European defense products proliferate, the only conceivably 
efficient and equitable mechanism to provide the best defense will be 
to select equipment competitively. This approach is universally sup- 
ported in principle but also nearly universally ignored in practice. 

8. Memoranda of Understanding (MOU) are being used to docu- 
ment understandings between national defense officials. However, 
since MOU's are not formally approved by Congress, they represent 
understandings and nothing more. Congressional approval will not be 
achieved until enactment of appropriations or other implementing 
legislation. 

m 

■ 
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9. The Department of Defense does not have a single definition of 
the "two-way street." 

There are two different ways to look at the present balance of 
trade on the "two-way street". The European approach is to limit 
the traffic count to arms trade which produces a balance heavily in 
favor of the United States. Using a broader definition of traffic 
that encompasses all defense-related goods and services produces a 
"two-way street" heavily balanced in Europe's favor. 

10. The term "two-way street" as applied by Europeans and some 
U.S. defense officials is a political device to secure economic benefits for 
European industries and often has little or nothing to do with enhanc- 
ing military effectiveness. 

There is no compelling reason for acceptance of the narrow European 
definition of the "two-way street" and isolating the one segment of the 
transatlantic defense trade which produces a surplus for the United 
States. Nor does the subcommittee find any particular value in singling 
out defense trade as a special category of overall transatlantic trade. 

However, European procurement of U.S. weapons systems is in- 
creasingly linked to the concept of a "two-way street" "by insistence 
on reciprocal U.S. purchases to serve as economic offsets. 

11. The Family of Weapons concept is formless and undefined. It is 
an approach to arms cooperation designed to eliminate competition by 
grouping "families" of weapons and dividing up the development 
work. 

There is no consensus as to how the member nations would divide 
up the development responsibilities. And it is still to be demonstrated 
that NATO can eliminate competition without lowering technological 
standards. 

12. Major segments of U.S. industry and labor are confused about 
the Department of Defense's concept of the Family of Weapons and 
arms cooperation. They, therefore, do not support this. 

If some level of meaningful arms cooperation is to become 
a reality defense contractors and labor must be consulted and 
participate at an early stage in the process. 

13. International arms cooperation encompasses political and eco- 
nomic considerations beyond the jurisdiction of the Department of 
Defense alone. Interagency coordination of procurement practices is 
the responsibility of the Office of Federal Procurement Policy. How- 
ever, the Administrator for Federal Procurement Policy knows very 
little about programs which his office is supposed to coordinate. 

NATO READINESS EEQUIREMENTS AND INITIATIVES 

1. NATO's present capability to conduct a successful conventional 
defense against an attack by the Warsaw Pact and to terminate such a 
conflict on terms favorable to NATO is extremely doubtful. 
VT F^T0'S caPability to fight a protracted war is almost nonexistent. 
NATO lacks the capability to fight for thirty days and present plans 
will not provide such a capability before 1983. 

The European shortages of ammunition and replacement stocks are 
critical; evidence available to the subcommittee suggests that Euro- 
pean forces will begin to run out of equipment and ammunition in a 
matter of days rather than weeks or months. 
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2. The NATO goal of 3 percent annual real growth in defense 
spending was a compromise between military requirements and what 
was political practicability. This increase will not be sufficient to re- 
verse the unfavorable trends in the NATO-Warsaw Pact conventional 
forces balance. 

When the United States agreed to the goal of 3 percent annual real 
growth, it was understood that the increase applied to the entire de- 
fense budget. 

The United States has not honored its commitment since President 

3. The NATO Long Term Defense Plan (LTDP) will have little 
impact on NATO readiness until the 1990's. As an exercise in data 
gathering and coordination, the LTDP is a laudable accomplishment. 
As a blueprint for the time-phased correction of NATO's difficulties, 
it is of questionable value because it cannot be translated into national 
procurement plans, country-by-country, year-by-year, and item-by- 
item. 

The Short Term Initiatives approved by NATO Defense Ministers 
represent a positive, if not wholly adequate, step toward the correc- 
tion of specific alliance deficiencies in the near to mid-terra. The short 
terra initiatives are specific country-by-country commitments. 

LEGISLATIVE PROPOSALS 

1. The subcommittee reviewed H.K. 11607, a proposal to waive ex- 
isting law for the formation of agreements with North Atlantic 
Treaty Organization countries for host nation support. The goal of 
H.E. 11607 is worth pursuing. The proposal as submitted, though, is 
far too sweeping in authority and should be redrafted. 

2. The subcommittee reviewed a second legislative proposal, H.R. 
12837, that would empower the Secretary of Defense unilaterally to 
establish both procurement practices and procedures for international 
purchases of property and services. The subcommittee finds the intent 
of H.R. 12837 too broad to merit support. 
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EECOMMENDATIONS 

1. Review of "Gulver-Nunn1'' Amendment 
The "Culver-Nunn" Amendment should be examined in detail to 

determine whether modification is in order or whether basic changes 
should be made. 

2. Coordination of Procurement Procedures for Arms Cooperation 
iy the Executive Branch 

Arms cooperation should be pursued to increase the capabilities of 
the alliance, but must comply in both letter and spirit with existing 
U.S. procurement law and procedures. Bequests of the Congress to au- 
thorize modification of laws or policies should be made only after the 
Administrator of Federal Procurement Policy has coordinated consid- 
eration of all applicable issues by the appropriate executive agencies 
and reported his findings to Congress as required by law. (Public Law 
93^00). 

3. GovemmenA-to-Government Agreements 
The use of government-to-government agreements should be mini- 

mized. Uniform guidelines should be provided to defense companies 
so that international industrial agreements can be made. 

4. Reporting on Memorandum of  Understanding[MOU)  Negotia- 
tions and Transmitting Agreements to Congress 

The subcommittee recommends that the Secretary of State be re- 
quested to transmit to the Committees on Armed Services of the Senate 
and the House of Kepresentatives under guidelines of the Case Act (1 
U.S.C. Sec. 112(b)) all international agreements other than treaties, 
between the United States and NATO allies related to national secu- 
rity. Further the Secretary of Defense should be requested to report 
periodically to the Committees on Armed Services all ongoing nego- 
tiations with NATO allies in the area of arms cooperation. 
5. Requirement for Increased Training 

In the recognition that no equipment related improvements can be 
effective without adequate, appropriately trained personnel, more at- 
tention should be given to combat and combat related training. 

6. Annual Reporting of NATO Readiness and Defense Budgets 
The subcommittee recommends that legislation be enacted requiring 

the Secretary of Defense to transmit an annual NATO readiness re- 
port to the Congress with the annual Defense budget submission. The 
report should: (a) identify ^ecific alliance readiness deficiencies; (b^ 
distinguish between those of the United States and alliance forces; (c) 
relate U.S. defense budget requests to planned correction of our own 
deficiencies; and (d) enumerate commitments of allied governments 
to correct identified deficiencies. 

(5) 
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7. Annual   Authorization of Operations and Maintenance, and All 
Procurement Accounts 

The subcommittee's review of NATO readiness identified as major 
deficiencies ammunition stocks, communications equipment, support 
equipment (trucks, etc.) and the lack of adequate funding for military 
operations and training. These defense budget categories are not sub- 
ject to annual authorization. For the Armed Services Committees to 
provide the necessary oversight to redress these major defense de- 
ficiencies, legislation should be enacted to require annual authorization 
of operations and maintenance, and all procurement accounts. 

8. Requirement for Legislation to Increase Host Nation Support 
To permit the more efficient formation of agreements with allied 

governments for services, the executive branch should submit legisla- 
tion which: 

(a) Authorizes the Secretary of Defense to enter into a well defined 
class of agreements for specific host nation support services; 

(b) Identifies the specific existing laws that need to be waived and 
how the waivers are to be granted; and 

(c) Provides the Congress with adequate notice of negotiations. 

9. Requirement to Continue Activities of Special Subcommittee 
It is recommended that the work of the Committee on Armed Serv- 

ices special subcommittee continue with an expanded charter. B 
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INTRODUCTION 

THE SUBCOMMITTEE CHARTER AND SCOPE OF INQUIRY 

In recent years, discussions about NATO have been dominated by 
two themes: The first, that the alliance suffers from severe military 
readiness deficiencies which can be supported to some degree by de- 
monstrable facts and make it particularly vulnerable to a blitzkrieg- 
style attack by the Warsaw Pact; the second, which is based on theory 
and supposition is that the alliance squanders its defense expenditures 
through unnecessary duplication, lost economies of scale, and the loss 
of so-called force multipliers which would result from standardization 
and interoperability of doctrine and equipment. 

On May 2, 1978, the Chairman of the House Armed Services Com- 
mittee appointed a Special Subcommittee on NATO Standardization, 
Interoperability and Readiness. The subcommittee was directed to 
conduct a study of the present state of efforts at standardization and 
interoperability within the North Atlantic Treaty Organization 
(NATO) and to identify military readiness problems m the al- 
liance stemming from a lack of joint procedures, doctrine or stand- 
ard equipment. The subcommittee was further directed to identify 
those areas where standardization and interoperability might be most 
advantageously pursued and to consider the most feasible approach 
to achieving greater standardization and interoperability where it is 
determined that such would contribute to improved readiness. (See 
Appendix A for charter.) 

The subcommittee held 26 hearings and received 15 briefings. It 
received testimony from a large and diverse group of witnesses repre- 
senting the Departments of Defense, State and Commerce, industrial 
associations, and labor groups, and in addition talked to representatives 
of European governments and industry. A list of witnesses appears in 
Appendix B of this report. 

From July 2 to July 8, 1978, a subcommittee delegation visited five 
European NATO countries. The delegation met with key military and 
political leaders in France, the United Kingdom, the Federal Republic 
of Germany, the Netherlands and Belgium to gain a better understand- 
ing of allied programs for arms cooperation. In addition, meetings 
were held with U.S. military leaders in Europe and key allied military 
officials m the NATO command structure to discuss alliance readiness 
problems. The delegation also met with a cross section of European 
industrial leadership. 

(7) 
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THE EUROPEAN MILITARY BALANCE 

The following general summary of the military balance trends in 
Europe, provided by the Joint Chiefs of Staff, serves as a useful frame 
of reference: 

In the mid-sixties, the military balance in Europe was dominated by U.S. 
strategic nuclear superiority, although even then, Soviet trends in improving 
their strategic forces had begun. 

At that time, NATO had an advantage in theater nuclear forces as well, and 
the conventional capability in NATO was comparatively less important. 

In 1967, with the adoption of the current strategic concept for the defense of 
the NATO area, there was a NATO commitment to developing a solid conven- 
tional defense capability while maintaining a credible linkage to theater and 
strategic nuclear capabilities. 

Throughout this period, major force modernization efforts by the Warsaw 
Pact, led by the Soviet Union, have more than offset NATO efforts to improve 
the comparative balance of conventional forces. Improvements in Soviet capa- 
bilities reflect continuing doctrinal emphasis on high speed conventional ground 
attack, more attention to offensive airpower, and an expanded out-of-area role 
for the Soviet Navy. 

Only in the last few years, with the return of U.S. attention to Europe and the 
growing perception by allies of the Warsaw Pact conventional threat, has the 
situation begun to change as serious efforts were initiated in NATO to develop a 
solid, sustained conventional defense capability.1 

1 HASC 95-72, 12. 
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STANDARDIZATION AND INTEROPEEABILITY 

TERMINOLOGY—ARMS COOPERATIOX AND COMMON SENSE 

The subcommittee's record is filled with references to RSI, an acro- 
nym for rationalization, standardization and interoperability. Thif 
acronym is used to describe undefined concepts. It is, simultaneously, 
a philosophy, a policy and a practice, a military objective, a political 
mechanism and a macro-economic device. 

NATO RSI has a jargon all its own and the subcommittee continu- 
ally had to refer to glossaries of terms to find what various witnesses 
were trying to describe when they used words like "standardization," 
and "interoperability" and—best of all—"rationalization." However, 
referring to Defense Department supplied glossaries did not always 
help because the definitions are neither clear nor precise. And. in fact, 
the Defense Department cannot even define many of the terms it 
used. (See Appendix C for DOD glossary.) 

Reviewing the whole host of subjects, initiatives, ideas, concepts, 
philosophy, policy, goals, objectives, programs, etc. which seem to be 
encompassed within the rubric of that catch-all term RSI it became 
apparent that RSI has so many potential meanings and that, in effect, 
it is a meaningless term. 

What, then, is being considered and proposed? A goal—arms coop- 
eration, and a guiding concept—the application of common sense. 
These are not mutually exclusive categories, but the subcommittee 
found them useful to understand what is being strived for and what 
is possible. 

By arms cooperation the subcommittee means international indus- 
trial and government teaming and coordination in the development 
and production of military equipment. 

As for the application of common sense there are only a few basic 
principles which need to be understood and complied with. 

1. The proposal must be expected to result in a positive improvement 
of alliance military capability at a realistic cost in terms of budgets. 

2. If the proposal will require the waiver of law, existing waiver 
processes should be exercised before requesting special exemptions 
from Congress. 

3. If a required program is more costly than planned budgets will 
support or if existing law, regulations, or procedures will require modi- 
fication, a timely request of Congress should be made on a case-by-case 
basis with specific supporting data. 

The subcommittee believes professional military leadership in 
NATO can do much to produce the needed cooperation that will pay off 
on the battlefield. Structuring solutions to alliance problems at the 
working level, whenever possible is strongly supported. Over the 
course of its 8 month investigation, the subcommittee rediscovered a 
long-ignored truism: The application of common sense to the solu- 

(9) 
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tion of a problem varies inversely with the number of organizations 
and individuals working on the solution. 

INTEROPERABILITY AND/OR STANDARDIZATION 

There are two sets of definitions for standardization and interoper- 
ability : The official definitions which are ignored; and the highly indi- 
vidualized intuitive definitions everyone uses. These intuitive defini- 
tions have produced confusing and often conflicting guidance for trans- 
lating policy into action. They have also resulted in a division of labor. 
Standardization has emerged as the special province of civilian, indus- 
trial, and administrative military leadership, while interoperability 
has been the principal concern of military commanders. 

The conceptions have resulted in vague assignments of priority 
and estimates of feasibility which have generally favored interopera- 
bility primarily because interoperability offers greater prospects 
for near term improvement in alliance military capabilities and will 
generally involve only modest expenditures. Further, stressing inter- 
operability will have virtually no impact on equipment programs and 
therefore, minimal effect on future weapons development options. In 
essence, interoperability's greater attractiveness stems from its 
emphasis on improving "the operational capabilities of existing equip- 
ment through the efforts of allied field commanders. 

Attempts by the subcommittee to validate this prioritization failed. 
Without at least some understanding of benefits trade-offs between 
standardization and interoperability cannot be made. 

POLICY OF THE UNITED STATES 

The most authoritative statement of policy by any NATO ally 
regarding standardization and interoperability is "the "Culver-Nunn" 
amendment to the Department of Defense Appropriation Authoriza- 
tion Act, 1977 (Public Law 94-361, Sections 802 and 803, July 14. 
1976). This legislation is divided into two sections. One states the 
policy of the United States, the other states the sense of Congress. 

The section on policy begins with the following: 
It is the policy of the United States that equipment procured 

for the use of personnel of the Armed Forces of the United States 
stationed in Europe * * * should be standardized or at least 
interoperable with equipment of other members of the North 
Atlantic Treaty Organization. (Public Law 94-361, Sec. 802 
(a)(1)). 

To implement this policy Section 802(a) (1) directs that: 
The Secretary of Defense shall, to the maximum feasible extent 

initiate and carry out procurement procedures that provide for the 
acquisition of equipment which is standardized or interoperable. 

The limitations on procurement practices contained in the legisla- 
tion are the following: 

Such [procurement] procedures shall also take into considera- 
tion the cost, functions, quality and availability of the equipment 
to be procured. (Public Law 94-361, Section 802(a) (1)). 
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These guidelines are stated as "considerations" not as being mandatory. 
The Secretary of Defense does not have to determine that the stand- 
ardized equipment must be the most cost effective, the highest quality, 
or be the most readily available. 

This legislation also authorizes the Secretary of Defense to waive 
the "Buy America" Act (47 Stat. 1520; 41 U.S.C. 10a) in order to 
procure standardized or interoperable equipment. 

Finally, there is a reporting requirement to the Congress for pro- 
grams which do not further the policy. 

In any case in which the Secretary of Defense initiates procure- 
ment action on a new system which is not standard or interoperable 
with equipment of other members of the North Atlantic Treaty 
Organization, he shall report that fact to the Congress . . . and 
the reasons for that choice. (Public Law 94-361, Section 802(a) 

The sense of Congress statements are contained in Section 803. This 
section is divided into three subsections. 

Section 803(a) states that it is the sense of Congress that weapon 
systems being developed for deployment in a NATO theater should 
"conform to a common North Atlantic Treaty Organization require- 
ment." In order to achieve this goal the Secretary of Defense must 
coordinate with our allies to agree on common military requirements. 
To measure the success of such efforts the legislation requires that: 
"The Secretary of Defense shall * * * report on efforts to establish 
a regular procedure and mechanism within the North Atlantic Treaty 
Organization for determining common military requirements." 

Section 803(b) of this sense of Congress legislation suggests ap- 
proaches to be used: "expanded inter-Allied procurement would be fa- 
cilitated by greater reliance on licensing and coproduction agree- 
ments." To utilize this approach of licensing production and copro- 
duction, the Secretary of Defense is directed to attempt further coor- 
dination with our allies for national defense efforts. 

The Secretary of Defense, in conjunction with appropriate rep- 
resentatives of other members of the Alliance, shall attempt to the 
maximum extent feasible (1) to identify areas for such cooperative 
arrangements and (2) to negotiate such agreements pursuant to 
these ends. (Public Law 94-361, Section 802(b) (1)). 

Section 803(c) contains a statement from Congress to our NATO 
allies. It concludes that without coordination of European arms pro- 
grams, efforts by the United States to achieve alliance arms coopera- 
tions would be futile. Therefore, the legislation encourages the Euro- 
pean governments to unify defense industrial efforts. 

It is the sense of the Congress that standardization of weapons 
and equipment within the North Atlantic Alliance on the basis of 
a "two-way street" concept of coopration in defense procurement 
between Europe and North America could only work in a realistic 
sense if the European nations operated on a united and collective 
basis. 

Though the "Culver-Nunn" amendment is permanent legislation and 
has been in force since 1976, it is not well understood or even acknowl- 
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edged as national policy. The most striking example of this finding is 
the many requests from executive branch officials for sense of Con- 
gress legislation that were made during the subcommittee's review. 

The only request for such congressional action which included a 
specific suggestion (supplied later for the record) was that made by 
the Under Secretary of Defense for Research and Engineering. In his 
testimony on June 22,1978, he stated that: 

[I]t would be useful, very useful, for the executive branch, in pursuing stand- 
ardization programs, if the Congress were to state that it is their sense that we 
should endorse efforts for common doctrine, endorse efforts for rationalized 
requirements, for finding opportunities for arms cooperation and that you would 
endorse not only a need, but a desire to experiment on novel, innovative ways of 
meeting these problems. 

We are embarked on a program which implicitly assumes congressional sup- 
port of those points. We could embark on it much more effectively, if we had that 
explicit endorsement because our position with our allies would be more credible. 
On the other hand, if the Congress does not support those positions, it would be 
well for us to know that too, because we would change many of the things we 
are doing.2 

Though it was pointed out to the Under Secretary that "Culver-Nunn" 
appeared to embody in existing legislation the very request he was 
making, he still made the following specific request in a later sub- 
mission for that record: 

Proposed Addition to Public Law 94-361, Section 803(d).—It is the sense of 
the Congress: (1) that more compatibility of doctrine and tactics should be 
pursued to provide a better basis for arriving at common NATO requirements; 
(2) that cooperation on the defense equipment programs must begin early in 
the R&D process before national solutions become established : and (3) that new- 
concepts of defense equipment cooperation should be sought with our Allies with 
the objectives of improving NATO's military effectiveness, achieving efficient use 
of U.S. and Ally defense resources, and providing for equitable economic and 
industrial opportunities for all participants.3 

In the opinion of the subcommittee this proposal would not modify 
"Culver-Nunn", but simply restate parts of it. 

The Under Secretary, as late as November 16, 1978, in a prepared 
statement printed in the subcommittee's record of November 24, 1978, 
continued to make this request by stating that: "I believe that a 
broadly-stated sense of Congress resolution would be highly signifi- 
cant in underwriting our efforts to further strengthen the military 
effectiveness and cohesion of the North Atlantic Alliance." 

When the Secretary of Defense testified before the subcommittee on 
September 21,1978, he was asked about such requests for congressional 
action: 

Mr. WHITEHURST. Several of the previous witnesses have declared that it would 
be helpful if we had a sense of Congress resolution directing the President to 
begin negotiating with our NATO allies with a view to securing a comprehensive 
agreement on arms collaboration. And I would like to know what your own view 
on this is, and whether or not you think it will do any good, or just what you 
think it will accomplish? 

Secretary BROWN. In general, I think It is a good idea for the following three 
reasons: First, I think it will be a favorable signal to our allies; second, I think 
it will help me to apply pressure in this direction with the U.S. Government—the 
executive branch; and third, I think it will also have an effect within the Con- 
gress. . . . The whole Congress has to speak out on this matter in order for there 
to be a favorable outcome.* 

2 HASC 95-72, 944. 
^ HASC 95-72. 941. 
* HASC 95-72, 1264. 
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Secretary of Defense Brown is wrong in his interpretation that the 
"Culver-Nunn" amendment constitutes an expansion from less than 
the "whole Congress". The purpose of "Culver-Nunn" was not to help 
the Secretary of Defense in the executive branch but rather to direct 
him in law to implement a policy that equipment procured for our 
forces should be standardized or at least interoperable with that of our 
European allies. 

The last reason given by the Secretary of Defense appears to indi- 
cate that the executive branch is requesting the Congress to enter into 
a contract with the Department of Defense and the NATO allies 
whereby programs presented to the Congress as furthering alliance 
standardization and interoperability would be unquestioningly sup- 
ported through appropriations and other necessary legislation. No 
subcommittee, committee, or Congress can draft or act on such a 
contract. 

The basic reason why the "Culver-Nunn" legislation is not under- 
stood even by those executive branch officials charged with its imple- 
mentation, is that it is drafted using terms for concepts that are not 
clearly defined. This lack of understanding extends far beyond inter- 
preting legislation to a much more fundamental problem. That is 
evaluating the benefits and costs of such a policy. 

At the time of its enactment, the purpose of the amendment was 
to highlight the need for alliance cooperation. That purpose has been 
well served. Now that the Defense Department's attention has been 
focused on the problem, the drafting weaknesses contained in the 
legislation hinder rather than guide government actions. The kinds 
of broad generalities contained in the amendment reflect the lack of 
information at the time of enactment and can reasonably be expected 
now to only retard progress. Today, congressional guidance should 
reflect a more precise understanding of what is feasible and what safe- 
guards to protect and preserve national capabilities and procedures 
should be applied. All legislative action should be directed at eliminat- 
ing broad generalities and providing specific guidance. 

BENEFITS AND COSTS 

The basic rationale for arms cooperation is that there will be a re- 
duction in duplicative efforts and an increase in efficiency of defense 
expenditures. However, there are only vague estimates that support 
such a conclusion while most actual case experience seems to contradict 
it. The single quantitative estimate found was that made in 1&76 by 
Thomas A. Callaghan.5 His study estimated that the total loss of al- 
liance resources due to duplicative research and development, inef- 
ficient use of production facilities, and separate duplicative national 
logistics systems is approximately $10 billion annually. The Callaghan 
figure was more useful for its stock value. The subcommittee was un- 
able to determine what savings—if any—are attainable from arms 
cooperation. 

The Defense Department is only now trying to develop methods to 
assess the economic cost of separate national production bases as op- 

5 Callaghan,  Thomas A,  "U.S./European Economic Cooperation  In  Military and  Civil 
n^^te; TT yashJ?gt?i1'  lt9-*S.J'a*JPmUl' t0T Strategic  and  International   Studies, Georgetown University, March 1976, p. 37. 
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posed to single production bases for the alliance. It is also attempting 
to determine what lessons have been learned from the European joint 
development and production efforts. These are the first serious at- 
tempts to provide basic information necessary for evaluation of spe- 
cific programs. Even the national policy contained in the "Culver- 
Nunn" amendment should be evaluated against these data to assess the 
validity of the legislation. 

At present, there is no acceptable way to measure the potential cost 
savings of arms cooperation. However, it is unlikely that there will be 
significant production cost savings realized by the United States. The 
currently proposed framework for trans-atlantic arms cooperation in- 
cludes a triad of cooperative actions, one of which is "dual production 
in NATO countries."8 In essence, this means both U.S. production 
and European production by individual countries or a consortium of 
countries. Dual production will not produce significant cost savings 
except, perhaps, on the European side. 

Whatever savings there are will come primarily from the elimination 
of duplicative research and development. However, since some of those 
expenditures are for basic research efforts, that portion should also be 
excluded from consideration here. The continuation of all research ef- 
forts is mandatory to provide the new products needed in the future. 
The principle area of defense expenditures where efficiencies can be 
anticipated is military equipment development. 

At present the United States spends $12 billion for research and 
development, and all of the European allies combined spend about $4 
billion. This means that the maximum savings from elimination of 
duplication are on the order of $4 billion. However, basic research 
accounts for about 20-25 percent of that $4 billion which reduces the 
potential savings to something in the neighborhood of $3 billion 
annually—if all the allies do everything rationally. Three billion dol- 
lars represents less than 2 percent of the current alliance defense 
budgets. Obviously arms cooperation is not the total answer to NATO's 
problems. 

The discussion of potential savings is mostly theoretical, however. 
No witness who appeared before the subcommittee suggested there 
would be any immediate savings as a result of arms cooperation. As of 
now, it is impossible to accurately predict whether arms cooperation 
will save or cost money, either in the near future or in the long run. 
This is not surprising since there is not even a consensus on how to 
interpret data on cooperative efforts to date. For example, there is no 
clear agreement as to whether the "Americanization" of the Roland 
Missile System has saved or wasted defense dollars. 

This leaves significant questions. What are the economic benefits to 
be realized, and what costs are acceptable to achieve these benefits? 
What are the military benefits of implementing this policy ? The ques- 
tion of what military benefits are achievable leads to an even broader 
question about whether immediate military benefit to U.S. Forces 
should be sacrificed for political solidarity. 

The Secretary of Defense proposed the following criteria for meas- 
uring success in dealing with NATO's problems by proposing the 

• HASC 96-72, 1362. 
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following criteria: "Does it cost-effectively strengthen NATO's capa- 
bility to deter or defend against Warsaw Pact attack ? Does it enhance 
or weaken NATO's political solidarity?" These two broad criteria 
must be balanced against other worldwide defense requirements of 
the United States. 

The question of how the Congress can best provide for all of the 
defense requirements of the United States has to be answered annually 
and the lack of any meaningful measure of the benefits and costs of 
NATO standardization and interoperability complicates the process. 
The following testimony given by General Alexander M. Haig, Jr., 
Commander-in-Chief, U.S. European Command, states the problem 
and the only presently available criteria for the Congress: 

I, frankly, do not expect conflict in the near term in NATO Europe unless we 
make serious mistakes or leave untended those areas in trouble : on the flanks, in 
Africa and elsewhere where there is increasing Soviet activity. Each one of these 
decisions must be an anguishing and carefully worked out judgment of its own 
and a generalized formula will get you in trouble. It depends on the payoff and 
the deficiency you are filling and how urgent It Is in the context of your broad 
strategic concerns.7 

NEAR TERM REQUIREMENTS 

Lt. Gen. Arnold "W. Braswell, USAF, Director, Plans and Policy 
Directorate, Joint Chiefs of Staff, stated that: 

The Joint Chiefs of Staff have identified five high-priority categories of areas 
where they feel we need to focus attention, and in fact they have introduced these 
in the NATO arena where they have been adopted NATO-wide as standardization 
or interoperability policy from the military viewpoint. The five areas are com- 
mand and control and information systems; cross servicing of aircraft; and 
greater interoperability in ammunitions; compatible battlefield surveillance and 
target designation and acquisition systems; standardization or interoperability of 
components and spare parts for various system and subsystems.8 

The capability to cross-service equipment, and to exchange ammuni- 
tion will enhance the potential for allied forces to provide support to 
each other. But when two armies have artillery that can fire each 
other's ammunition, enhanced military effectiveness does not result 
unless there is enough ammunition. In the final measure, sufficient sup- 
plies will determine the payoff of cross-servicing and interchangeable 
ammunition. 

The Joint Chiefs of Staff list included a group of suggestions that 
require more than alliance attention. This group includes communica- 
tions, command and control equipment; battlefield surveillance; and 
target designation and acquisition systems. Enhancing the compati- 
bility of alliance systems is important and must be vigorously pur- 
sued, but not at the expense of meeting national military requirements. 
For example, the alliance could use the same or compatible commu- 
nications equipment and this would result in apparent advantages. 
But, here again, it is the availability of equipment that establishes the 
true measure of success. Even though two forces use different com- 
munications equipment, transmission networks could be provided by 
exchanging some equipment or making minor modifications to exist- 
ing equipment. So the subcommittee finds that communications, com- 

7 HASC 95-72, 317. 
• HASC 95-72, 464. 
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mand and control equipment, and battlefield surveillance, target des- 
ignation and acquisition systems require more than broad alliance 
attention. They demand national prioritization and increased 
procurements. 

The last item on the list: "standardization or interoperability of 
components and spare parts for various systems and subsystems" 
exemplifies the vast majority of testimony taken by the subcommittee. 
What this entails is impossible even to estimate. The goals are not 
defined; no apparent organization was ever suggested to be responsible 
for implementation; no methods or programs were suggested. This 
suggestion is characteristic of what the subcommittee found during its 
entire review of standardization and interoperability—vague general- 
ities that offer little opportunity for implementing the policy con- 
tained in "Culver-Nunn." 
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ARMS COOPERATION 
■ 

INTRODUCTION 

Arms cooperation is an appropriate term for efforts to consolidate 
NATO equipment development and procurement programs. As used 
in this report, arms cooperation describes both industrial and govern- 
ment procurement activities. 

International arms cooperation on a case by case basis has little to 
do with the policy of military standardization and interoperability 
stated in the "Culver-Nunn" amendment. The main goals of arms co- 
operation are economic and political as opposed to military. 

Arms cooperation entails multinational military equipment procure- 
ments as opposed to national procurements which raises unique inter- 
national economic, political and security issues such as technology 
transfer, competitive procurement versus directed procurement, gov- 
ernment subsidization of industry, and multinational industrial team- 
ing. Each raises very different issues when considered individually, 
but all embody a class of issues that require broad attention. Such at- 
tention many times is dominated more by economic and political con- 
siderations than national defense. This emphasis on economics and 
politics cannot be ignored when programs are being reviewed by the 
Congress. 

DEVELOPMENT OF EUROPEAN DEFENSE INDUSTRIES AND PROCUREMENT 
PRACTICES 

During the last decade, a relatively new phenomenon has appeared 
in the NATO alliance, the establishment and growth of a vigorous 
European defense industrial base. This economic development has 
resulted in a political assessment which was reported to the subcom- 
mittee by the Advisor to the Secretary of Defense on NATO Affairs, 
Ambassador Komer, as follows: 

The Administration's effort to promote the two-way street is not a giveaway 
program. In fact, it's designed to protect our own export position, as well as to 
promote standardization/interoperability. 

I think we are kidding ourselves if we think Europe will keep buying as much 
from us if we don't buy more from them. The handwriting is on the wall as far 
as this problem is concerned. 

The British, the Germans, the Belgians, the Norwegians, the Canadians, and 
the Dutch have put us very clearly on notice ... 

• * * Either we're going to give the allies a somewhat bigger share of our 
market or they're going to increasingly go for their own equipment, even if ours 
is better and cheaper. It's as simple as that, because we do the same thing.9 

The subcommittee does not endorse this assessment as being com- 
pletely accurate, but the statement is widely accepted. Only future 
European procurement decisions will provide the test. The statement 
is impossible to verify until a positive trend can be established. 

• HASC 95-72, 494, 495. 
(17) 
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What can be verified is the great momentum to develop national or 
at least European defense industrial capabilities. This is best demon- 
strated by the several joint European programs that have been formed 
to accomplish projects too large for individual nations to effectively 
support. The United Kingdom, the Federal Republic of Germany and 
the Italian joint program to develop the Multi-Role Combat Aircraft 
is an example of such European teaming. Other European teaming 
examples include programs for weapons systems ranging from army 
artillery to ships. 

During the subcommittee's discussions in Europe with government 
and industrial leaders the great enthusiasm with which they foresee the 
development of national and European defense industries helped 
identify certain potential conflicts between the United States and our 
European NATO allies that will have to be resolved if a realistic 
arms cooperation environment is to be established. These conflicts are 
not the result of misunderstandings between nations but the simple 
fact that as European defense products proliferate the only conceiv- 
ably efficient and equitable mechanism to provide the best defense will 
be to competitively select equipment. This approach is universally sup- 
ported in principle but also nearly universally ignored in practice. 

Primarily, national defense industries develop supplying a single 
customer, their own military forces. Only in the United States with 
its large defense expenditures, nearly $12 billion annually for military 
research and development alone, have multiple sources prospered and 
competed for government contracts. In fact not only do most European 
countries have a single or a very limited number of defense equipment 
suppliers but many governments control or hold significant ownership 
of their defense industries. This has not resulted in the United States 
being the only alliance government to use competitive procurement 
practices. European governments have utilized principles of compe- 
tition to select internationally offered weapon systems. However, this 
situation has resulted in the United States being the foremost user of 
competitive procurement practices. 

Presently, the European defense industries represent an important 
investment on the part of their governments in financial resources, 
jobs and national pride. Their expanding capabilities and importance, 
therefore, very naturally influence government defense planning and 
procurement decisions. These influences do not help to produce an 
environment where competitive procurement decisions can easily be 
made. 

It is with this understanding that the subcommittee has identified as 
one of the most difficult and essential issues to be resolved, the estab- 
lishment and implementation of alliance competitive procurement 
procedures. Neither universal formulas for establishing such pro- 
cedures or even effective temporary approaches appear to warrant 
unquestioning support. 
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MEMORANDA OF UNDERSTANDING (MOU) 

Increasingly, cooperative government-to-govemment arrangements 
on defense matters are being documented by Memorandum of Under- 
standing (MOU). However, since such proposals are not formally ap- 
proved through congressionally established mechanisms, they repre- 
sent executive understandings and nothing more. They could create 
mistrust and confusion if the respective governments are unable to 
fulfill the terms of the understandings. 

The possibility of MOU's not being implemented is obvious since 
there is no participation by the U.S. Congress in the formative stages, 
and congressional approval will not be achieved until enactment of ap- 
propriations or other implementing legislation. Earlier congressional 
endorsement is not feasible since individual members, subcommittees 
or committees cannot direct the enactment of specific future 
legislation. 

A potentially dangerous result of these government-to-government 
MOU's is offset arrangements linking separate procurement decisions. 
When difficulties arise in a particular set of negotiations, it can be an- 
ticipated that other contemporary program decisions may be consid- 
ered as providing offsets. That is an MOU may be contingent upon 
other programs. 

During the subcommittee meetings with European leaders this con- 
cept of linkage or offsets was discussed and the European attitude can 
be characterized as endorsing this approach. However, under our sys- 
tem of congressional review and approval of defense budget requests 
on a program-by-program basis, there exist many considerations and 
forces which could rupture linkage understandings even if they were 
presented to the Congress with complete explanation of the 
consequences. 

Eealizing the serious consequences of probable situations and having 
been unable to identify any meaningful mechanism for congressional 
control and endorsement, the use of MOU's should be minimized. 

American efforts to increase arms cooperation and strengthen re- 
lationships between allied nations will not be thwarted by reducing 
the use of government MOUs, for there is a reasonable alternative that 
should be vigorously pursued. The alternative is to encourage defense 
companies to establish agreements. The success of the industrial sup- 
pliers in organizing the activities of development and procurement, 
with government endorsement, will help to establish an environment 
in which customers—the government defense establishments—can 
utilize international competitive procurement practices. 

By publicly stating both national and alliance requirements and 
establishing guidelines for international business practice, the same 
basic ingredients of the American competitive market system will 
be present;  that is, wide public advertising with uniformly ap- 
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plied rules of business practice. Such an environment can only be 
complicated and frustrated by increasing numbers of goyerument-to- 
government understandings, some of which are even classified. There- 
fore, if competitive international arms cooperation is ever to be a real- 
ity, the role of government will have to be that of a public purchaser 
and enforcer of uniform rules of business practice, and not as amlat- 
eral—and sometimes secret—negotiator mandating the application of 
industrial resources. 

THE "TWO-WAY STREET" 

1. The European Viev) 
During its meetings with European government and industrial 

leaders, the subcommittee found it virtually impossible to discuss 
arms cooperation without becoming involved in discussions of the 
need for a "two-way street" in the transatlantic arms trade. This 
is "NATO-ese" for saying that the United States is going to have to 
buy more European systems if it expects to continue to sell American 
systems to Europe. Other terms used in connection with—or often 
interchangeably with—the "two-way street" by Europeans include 
"offsets" and "quid-pro-quo." 

The European application of these terms is often unrelated to en- 
hancement of military effectiveness. Dr. Ellen Frost, Assistant Sec- 
retary of Defense for International Economic Affairs, described the 
European motivation in emphasizing the "two-way street" as follows: 

The Europeans want to emphasize the trade in arms and high technology 
systems. From their viewpoint, an increase in their sales of such items would 
provide 1) growth prospects for their relatively small scale arms industries, 
2) concomitant political benefits via employment and enhanced prestige, 3) 
technology spin-offs in both civilian and military sectors, and 4) an improve- 
ment in their balance of payments.10 

An illustration of the European view of the "two-way street" is 
West German participation in AWACS. As a condition of their 
initial and continued participation, the Federal Republic of Germany 
pressured the United States into adoption of the 120-mm tank gun, 
German equipment and labor for installation of a new U.S. European 
Telephone System, and purchase of German non-tactical vehicles. 
In all three cases, the U.S. adoption had little or nothing to do with 
standardization, and none have been shown to save the U.S. money. 
The U.S. decisions to buy were predominantly the result of political 
considerations rather than military or economic advantages. Doubt 
about the linkage of these systems to AWACS from the German per- 
spective is dispelled by the Bundestag Defense Affairs Committee 
Resolution on AWACS which stated: 

The Defense Affairs Committee also assumes that the NATO-E-3A Project 
will mark the beginning of the two-way street with the USA. This presupposes 
an unrestricted fulfillment of the compensation which has been promised by 
the USA and which is contained in the text through the license agreement 
for the 120 mm tank gun, the purchase of German telephone equipment and 
the purchase of German non-tactical vehicles. 

The Defense Affairs Committee requests the Federal government to report 
on the negotiations results prior to the beginning of deliberations on the 1980 
budget, and at the same time, to submit the contracts concluded.11 

10 HASC 95-72, 583. t    „ u Messaee from American Embassy. Bonn. Federal Republic of Germany to the Secretary 
of State, WasUngton, D.C. November 28, 1978, p. 2-3. 
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It is difficult to fault the European's desire to increase their de- 
fense markets—as a goal for Europeans. However, that is a con- 
spicuously non-military goal and there is no evidence to support the 
thesis that buying European is in the best interest of the United 
States which is, after all, an economic competitor of Europe as well 
as a military partner. 

2. The Current Balance on the "Tioo-Way Street" 
There are two very different ways to look at the present balance 

of trade on the "two-way street". One approach is to limit the traffic 
count to the arms trade between the United States and NATO Europe, 
a method which depicts a balance heavily in favor of the U.S. This, 
of course, is the approach taken by Europe in its arguments for trade 
on a "two-way street." 

"TWO-WAY STREET" ARMS TRADE WITH NATO EUROPE" 

[In millions of current dollars) 

1974 1975 1976 1977 

Foreign military sales*  550.1 649.3 680.5 704.4 
U.S. commercial salest   166.7 223.2 345 7. 478.7 

Total sales...  716.8 872.5 1,026.2 1,183.1 
U.S. Department of Defense procurement t  80.1 94.1 46.5 124.6 

Sales/procurement ratio"   8.9:1 9.3:1 22:1 9.5:1 

B HASC 95-72. 583. 
•Foreign military sales delivery data from Defense Security Assistance Agency DOD; minus construction, repair, training 

and services. 
tExport data from Office of Munitions Control, Department of State. 
IContract placement data from DOD Comptroller, minus construction, repair, supply, training and services. 
•*U,S. commercial military import data not available. 

Source: Defense Department data selected by International Security Affairs. 

Another, quite different perspective of the "two-way street" results 
from looking at the total balance of trade in military and defense- 
related goods and services. If all defense transactions—including the 
arms trade—are taken into consideration, then the "two way street" 
is heavily balanced in Europe's favor with annual U.S. deficits averag- 
ing well in excess of $1 billion. 

U.S. DEFENSE TRANSACTIONS WITH NATO EUROPEAN COUNTRIES" 

[In millions of current dollars] 

1973 1974 1975 1976 1977 

U.S. exports: 
Foreign military sales*   441.0 651.4 824.7        1,179.6 856.4 
Commercialf  115.7 145.1 186.4 358.2 472.6 

Total    556.7 796.5        1,011.1        1,537.8 1,329.0 
U.S. imports: Department of Defenses...        2,180.5        2,319.9        2,522.7        2,455.0 2,687.0 

Balance...       -1,623.8     -1,523.4     -1,511.6        -917.2       -1,358.0 

" HASC 95-72, 583. 
•Defense Security Assistance Agency foreign military sales deliveries excluding NATO special programs such as NATO 

maintenance and supply agency. 
tOelivery data from State Department Munitions Control Office provided by Defense Security Assistance Agency. 
JDepartment of Defense Comptroller expenditures account including personal consumption of U.S. servicemen overseas. 
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Although there have been some rather definite statements about the 
need foi- changes in the traffic pattern on the "two-way street", the 
subcommittee found that there is no agreement between U.S. execu- 
tive departments as to what the facts are. The following table was pro- 
vided by the Department of Commerce: 

BALANCE OF TRADE IN MILITARY AND DEFENSE-RELATED GOODS AND SERVICES BETWEEN 
THE UNITED STATES AND OTHER NATO COUNTRIES, 1967-77" 

U.S. purchases of 
U.S. official sales defense-related 
of military goods goods and 

and services to services to NATO Balance (sales 
Year NATO countries countries minus p itrchases) 

1967                           $790 $1,772 -$982 
1968..                             787 1,754 -964 
1969                              848 1,852 -1,003 
1970                           579 1,952 -1,373 
1971                           955 2,118 -1,160 
1972                          435 2,335 -1,901 
1973                            595 3,506 -1,915 
1974  1,032 2,657 -1,627 
1975...                           932 2,679 -1, 745 
1976..                       1,003 2,698 -1,697 
1977                         1,058 3,105 -2,047 

M HASC 95-72, 170. 

Note: Data exclude commercial trade in military equipment which Is relatively minor and for which no reliable data 
are available. 

These two tables provided by Defense and Commerce do not agree 
and are rarely within 10 percent of agreement. For example, in the 
case of U.S. defense-related purchases from NATO in 1973 the differ- 
ence is almost $1.3 billion, or 40 percent. 

There is no compelling reason for acceptance of the European 
definition of the "two-way street" as opposed to the broader defini- 
tion of defense expenditures. Clearly, the United States is incurring a 
substantial annual deficit in defense transactions with Europe—a def- 
icit now approaching $2 billion a year. The subcommittee sees no 
rational justification for isolating the one segment of the transatlantic 
defense trade which produces a surplus for the United States. 

According to the Deputy Chief Economist of the Department of 
Commerce, William Cox, the $3 billion in U.S. defense purchases from 
Europe create more jobs in Europe than the $1 billion of European 
defense purchases create in the United States.15 

3. The Congressional View 
The "Culver-Nunn" amendment (section 803(c) of P.L. 94-361) 

states that the concept of the "two-way street" is a means of achieving 
standardization of weapons and equipment. The basic goal is mili- 
tary—not economic. Further, the "Culver-Nunn" amendment suggests 
that application of the "two-way street" concept is dependent upon 
collective European effort. Thus, congressional assessments concluded 
that alliance standardization would be fostered more by collective 
European efforts than by American bilateral understandings with in- 
dividual European governments. 

15 HASC 95-72, 166-167. 
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4. Presidential Guidance 
In May 1977, President Carter told NATO heads of state at a meet- 

ing oi the North Atlantic Council that: 
the United States must be willing to promote a genuinely two-way 
transatlantic trade in defense equipment. My Administration^ 
decisions about the develofment, production and ■procurement of 
defense equipment will he taken with careful attention to the 
interests of all members of the Alliance. I have instructed the 
Secretary of Defense to seek increased opportunities to buy Euro- 
pean defense equipment where this would mean more efficient use 
of allied resources. I will work with the Congress of the United 
States to this end. (emphasis added) 16 

It is significant that the President pledged to European allies that 
U.S. defense procurement practices would be responsive to their in- 
terests as well as our own. No head of a European alliance government 
has made a similar pledge. 
5. Defense Department Views 

The subcommittee attempted to determine how the President's 
affirmative action directive is being factored into the weapons acquisi- 
tion process. In particular, the subcommittee was interested in how 
the Defense Department makes judgments about what constitutes 
"more efficient use of allied resources" as opposed to more efficient use 
of UJS. resources which, presumably, had previously been the cri- 
terion for procurement decisions. 

The comments of Defense Department witnesses on various aspects 
of-the "two-way street" are informative: 

What is the "two-way street'1''? 
Mr. CARR. * * * TO your mind, Dr. Frost, has the U.S. Government defined 

what we think the "two-way street" actually means? 
Dr. FROST. That's a good question. It is one I thought a little about. The short 

answer is no. We have not defined "two-way street" in the ways that you sug- 
gested. We have not defined it in any particular narrow sense. It is a kind of 
term that we use to describe a great many kinds of changes in defense procure- 
ment. 

I, for one, feel that we should look at the civilian side as well as at the military 
side. Regardless of what one has to say about the conditions of the sale of the 
Airbus, that is three-quarters of a billion dollar purchase of a high-technology 
Euopean product. I would like to see some of those purchases count.17 

• *»***♦ 

Mr. CARR. * • * DO we have a specific policy on how broad the two-way street 
Is? 

Dr. FROST. I wouldn't say that we have a specific policy. We have a broad 
policy.18 

Mr. WHITE. What kind of purchases in your judgment count as traffic on this 
two-way street? * » * 

Dr. MARTIN (Assistant Secretary of the Air Force, Research, Development 
and Logistics) I do not have a definition of the two-way street. I think defense 
related material comes very close to the definition that I would, had I pondered it 
at some length, come up with. * * * 

i6 weekly Compilation of Presiaential Documents, NATO Ministerial Meeting, President's 
Remarks at the First Session, May 10,1977, Vol. 13, Number 20, DD 699 700 17 HASC 95-72, 603-604. 18 HASC 95-72, 605. 
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General FISH (Assistant Vice Chief of Staff, USAF). I fundamentally believe 
that it lias to have some defense relationship, otherwise the European partners 
are not going to view it as traffic on the two-way street. However, I think that 
defense relationship is broader than just strictly weapons. If it is purchases like 
we are talking about now, these administrative vehicles for the Armed Forces, 
and they are deployed by our Armed Forces overseas—it goes beyond just school- 
buses, * * ', some of these vehicles are very essential for the operation of the 
forces. 

JUSTUS WHITE. * * * It the Air Force buys Mercedes-Benz trucks or vehicles 
of any kind in the FRG and that counts as traffic on the two-way street, what is 
different about that from General Fish, Secretary Martin, myself and 2,000 other 
people buying Mercedes-Benzes in Philadelphia, Washington and Chicago? 

General FISH. I think the difference is the one I alluded to earlier, that they 
were talking about things connected with the serving forces. The point is that 
this is part of the defense budget and part of the defense requirement in Europe 
because they are for a specific purpose—for the forces serving there. We can then 
make the argument and I would be willing to so argue, that this is part of the 
"two-way street." • * •» 

Why should the U.S. promote the two-way street? 
Mr. KOMEB. The Administration's effort to promote the two-way street is not a 

giveaway program. In fact, it's designed to protect our own export position, as 
well as to promote standardization/interoperability. 

I think we are kidding ourselves if we think Europe will keep buying as much 
from us if we don't buy more from them. The handwriting is on the wall as far as 
this problem is concerned. 

The British, the Germans, the Belgians, the Norwegians, the Canadians, and the 
Dutch have put us very clearly on notice. There is a debate going on right now in 
the Bundestag. In their defense committee they are saying. "Why should we 
subscribe to AWACS unless the Americans will buy more other equipment from 
us and give us offsets for our contribution to their program." 

* • * Either we're going to give the allies a somewhat bigger share of our market 
or they're going to increasingly go for their own equipment, even if ours is better 
and cheaper. It's as simple as that, because we do the same thing. Therefore, 
either we're going to do a little more business with Europe or they're going to do 
a lot less with us. in which case we're going to lose a lot more jobs, we're going 
to lose a lot more profits than by buying and licensing some things from Europe 
where they are competitive their technology is up to snuff.20 

Hoiv does the President's "two-way street" guidance ajfect Defense 
Acquisition policy? 

JUSTUS WHITE. Has OSD given you any formal direction that tells you in the 
form of a policy statement or a definition exactly what the "two-way street" is, 
what the specific goals are, how the progress will be measured along the "two- 
way street," and what is counted as traffic? 

Dr. LABERGE (Under Secretary of the Army). There is no explicit directive or 
statement as to how to implement a "two-way street" . . . 

Dr. PIERRE (Assistant Secretary of the Army for Research Development and 
Acquisition) : ... we ask contractors to consider interoperability and standard- 
ization with allies. I know of no cases where we asked them to consider the "two- 
way street." The concern for the "two-way street" is one that is most expressed 
at a level higher than the Army. 

Dr. PIERRE. We are not given operational directions to achieve any objective on 
the two-way street. We have gotten objectives to achieve interoperability. The 
two-way street is a DOD objective.21 

Dr. PERRY (Under Secretary of Defense for Research and Engineering). It is a 
rhetorical device, but I would not argue that it is not useful to talk about it. I 
do not try to structure our researcli and development procurement programs 
around any specific objective, any "two-way street" objective. I not only don't 

19 HASC 95-72. 753. 754, S25. 826. 
" HASC 95-72. 494. 495. 
a HASC 95-72, 887-888. 
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do it, but I am very much opposed to doing that because I think it would give 
the services the wrong emphasis in decision-making.22 

6. Summary 
It is apparent that there is only a vague, understanding of what 

the "two-way street" is, and that there are no specifics as to what it is 
and what kind of trade it involves. 

On the one hand, the Europeans wish to see it confined strictly to 
weapons systems. However, when it suits their purpose—as in the case 
of the German position on the AWACS sale—the definition is elastic 
enough to include commercial telephone equipment, school buses, 
sedans and fork lifts. 

One Defense Department official suggested that we had to buy more 
European equipment in order to keep our NATO allies from boy- 
cotting U.S. hardware. Other officials, however, said that the "two- 
way street" was an exercise in sloganeering and that the concept had no 
relevance to sound procurement practices. The'Subcommittee concurs 
with this view. 

TECHNOLOGY TRANSFER 

Coordination of defense industrial programs requires a free ex- 
change of technical information in order to assure that duplicative 
work can be identified. Efforts to exchange technical information are 
most readily accomplished by government-to-government exchanges 
of weapons system development program objectives, and scientific and 
engineering symposia. Such exchanges are usually non-controversial 
and are fairly successful in achieving the goal of identifying duplica- 
tive work. 

But to realize the benefit of efficient defense expenditures from 
multinational arms cooperation, more than program objectives and 
broad scientific and engineering information will have to be ex- 
changed. Arms cooperation entails not only the identification but also 
elimination of duplicative efforts. Therefore, nations which agree to 
terminate certain work in the interest of the alliance have a need to 
acquire the information developed by those who continue the work. 
The question of exactly what information can and should be trans- 
ferred is a thorny one for NATO since it goes beyond the interests 
and rights of governments alone. 

In the broadest sense this information has been labeled intellectual 
property, which has been defined to include: "inventions, trademarks, 
industrial designs, copyrights and technical information including 
software, data, designs, technical know-how, manufacturing informa- 
tion and know-how, techniques, technical data packages, manufactur- 
ing data packages and trade secrets."23 

A number of concerns were expressed by witnesses. The most con- 
sistently heard concern was first presented in prepared testimony by 
William A. Cox, Deputy Chief Economist, Department of Commerce: 

The most troublesome economic questions likely to arise in the implementation 
of NATO standardization policies will involve the transfer of advanced U.S. 
technological know-how—through licenses, including blueprints and other tech- 
nical data and instructions—without which European allies will not be able to 
produce their shares of the "coproduction" hardware and other products up to 
the standards of U.S.-made counterparts. Unlike establishment of coproduction 

22 HASC 9o-72.949. 
23 Conference  of  National  Armaments  Directors—NATO  Intellectual  Property  Group, 
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shares, such technological know-how cannot he transferred fractionally but must 
he transferred in total to be of any use. In some cases effective coproduction 
arrangements might not only require initial transfer but also transfers of all 
the improvements in the technology in question with the passage of time. 

The trouble is that much of the advanced technological know-how currently- 
used in manufacture of military equipment also is usable in production of inter- 
nationally   traded   technology-intensive   "civilian"   products,   and   the   greater 
superiority we have In this technology the more products we can export. 
****** * 

Historically, technological superiority has been the principal force behind our 
exports of manufactured goods and has been critical to the health of our trade 
balance. . . . We have been losing this superiority gradually, in manufacturing 
technology for some time, and there is a danger that the transfers associated 
with the policy of standardization might accelerate these losses. 

As far as we can see, the only way this danger can be avoided is by negotiation 
of coproduction arrangements so that the coproduction shares going to Europe 
would require mature and commercially available technology and thus minimize 
the transfers of technology that might hurt the United States commercially in 
the future. 

Should we be unable to achieve this, some other means should be found to pre- 
vent the transfer of technology that is vital to the health of our balance of pay- 
ments, and by this I mean I think contractual arrangements of the sort that are 
part of licensing arrangements in the commercial world to limit the dissemina- 
tion of knowledge, possible to limit the dissemination of the resulting products, 
in any event, an attempt contractually to draw a fairly tight net around the 
technology that we transfer to our NATO partners for military purposes.84 

This concern about repercussions in commercial exports was coun- 
terbalanced in testimony given by other government witnesses who 
expressed concern over potential alliance political repercussions if 
transfers of U.S. technological know-how are not increased. In fact 
technology transfer is where many of the conflicts between economic 
and political interests are centered, and where government officials ap- 
pear to be relying on considerations of national defense to provide 
broad guidelines. 

Attempts to counterbalance economic and political interests against 
national security considerations were discussed by George S. Vest, As- 
sistant Secretary of State for European Affairs. He was questioned 
about the following statement that he had made in prepared testi- 
mony : "We are rethinking defense technology transfer, and are in- 
creasingly inclined toward sharing even our most critical technology 
where it will advance NATO standardization and the alliance mili- 
tary capability." M 

He explained that: 
I particularly would stress the words "increasingly inclined." There is a very 

hard distinction that has to be drawn there, which means that we are open 
minded. There was an inclination in earlier U.S. administrations to simply say, 
"If you say it's technology, everyone says 'OK. Forget it' " The approach today 
is to say, "We are concerned about standardization as well. Let us look care- 
fully at each issue and insure that we have not lost sight of the possibility." But 
there is no automaticity involved in the statement, sir, and, if I gave the im- 
pression of automaticity here, I misled you, and I regret it.26 

There may not be a specific Administration policy for determining 
what particular technological know-how can and cannot be trans- 
ferred but there is definitely an understanding by government officials 

" HASC 95-72, 113. BHASC 95-72, 198. 
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that consideration of increasing alliance arms cooperation through 
transfer of technology should be made. 

The subcommittee did not investigate this issue in detail but did 
identify concerns about over-emphasis of national security con- 
siderations when economic issues are also involved. In particular, 
no mechanisms appear to be functioning for objective review of deci- 
sions regarding transfer of technology. Presently, the most effective 
mechanisms available for protection of both individual and national 
interests are the laws, regulations and precedents for transferring 
intellectual property from private owners to government authorities. 
It is these protections and procedures which have been used to help 
develop our national technological position and should be complied 
with in both letter and spirit to assure that a recent prioritization of 
alliance trade not result in a migration of important national assets. 

THE FAMILY OF WEAPONS CONCEPT 

Proponents of arms cooperation have long recognized that coopera- 
tion between the alliance members would be enhanced if the members 
could agree in advance to complementary rather than competitive 
development of weapons systems. In recent years this concept has been 
merged with the argument that competition within the alliance that 
results in two or more systems instead of one is wasteful and militarily 
inefficient. 

The Family of Weapons concept is an approach to arms cooperation 
which is designed to eliminate competition between member nations 
by a process of grouping "families" of weapons and then dividing up 
the work so that no two nations would develop weapons for the same 
mission area. 

At present, the Family of Weapons concept is still formless and un- 
defined. In fact, most Department of Defense witnesses just used the 
same type example to describe the concept: 

Mr. KOMER. Americans and the Europeans could each take the lead In develop- 
ing related systems. Say we develop the next generation long-range air-to-air 
missile, they develop the short-range air-to-air missile.27 

General KEITH. One approach to the division of labor involved would be for 
the Advanced Heavy Anti-tank Missile System to constitute the United States 
part, the Advanced Medium Anti-tank Missile System the European part.88 

Dr. PERRY. One could envision France, U.K. and West Germany taking the lead 
and organizing the European development of a short range ship-to-ship mis- 
sile . . . and, in turn, we would fund and take the development lead for the long- 
range ship-to-ship missile, being cognizant of the requirements of our allies.29 

Secretary BROWN. We might develop a medium-range anti-tank missile, and 
they might develop a long-range anti-tank missile, where otherwise each of us 
would have developed and produced both.30 

Dr. Perry acknowledged that the Family of Weapons concept was 
still in the exploratory phase. Accordingly, the subcommittee cannot 
make judgments until this is more clearly defined. The following ex- 
cerpts from testimony, however, make it clear that there are a number 
of questions to be answered before we enter the next phase: 

" HASC 95-72, 494. 
28 HASC 95-72, 894. 
»8 HASC 95-72, 914. 
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Hoio do xoe di/oide up the responsibility ? 
Mr. OLIVER BOILEAU. (President, Boeing Aerospace Company. Called as a wit- 

ness in his capacity of Vice Chairman, Defense Science Board, 1978 Summer 
Study.) I don't think that we could think that we could implement the family of 
weapons by splitting up the functional world saying, "You take the short-range 
missile—we will take the long-range missile." That is not going to work because 
people will see through the fact we are giving up the short-range, and every long- 
range missile sure as heck is going to work at short-range.31 

Will it save any money? 
Dr. FROST. With respect to R. & D. I think the amounts of money in the research 

phase would be so minimal as compared to procurement of the developed prod- 
uct that the amount involved won't be that relevant.82 

Dr. PERRY. Dual production is the second leg of the competitive triad. When 
one nation has completed development of a system which is useful to the alliance, 
that nation should make its system available for production by other countries or 
consortia of countries. This will eliminate unnecessary duplication in R. & D. 
while avoiding the trade and labor imbalance that would result from exclusive 
development and sales.33 

Dr. Frost says the real savings would come in procurement, not 
R&D, and Dr. Perry says each nation can produce the system domes- 
tically, so whatever savings there are would have to come from R&D. 
Based upon these two statements the tentative conclusion would be 
that the U.S. will save little or no money. 

Will the elimination of international competition result in inferior 
toeapons systems? 

Mr. KARL HARR. (President, Aerospace Industries of America, Inc.) * * * if 
by going that route you remove substantial competition from the process, then 
you guarantee a lowering of the technological standard you are going to achieve. 

* * * we are uncertain about the degree to which our Government appreciates 
what can be lost if they do not keep in mind those two principles I mentioned— 
preserving competitiveness and retaining high technology capability in this 
country.34 

Do labor and industry understand and support the concept? 
Mr. WALTER EDGINGTON. (Chairman of the Export-Import Committee of the 

Government Division of the Electronic Industries Association). The example 
used by the administration is an agreement with NATO for one country to be 
selected, presumably by XATO bureaucrats meeting secretly behind closed doors, 
to develop a certain type of antitank missile while another country will be 
selected to develop a complementary missile. This seems to fit what can be de- 
scribed as political horsetrading, or as Ambassador Komer also put it, dividing 
the pie reasonably. 

One is left with the uneasy feeling that the whole process is a total change in 
concept to the traditional free enterprise process and one in which this country 
would be the loser. 

Mr. Chairman, this is a concept which must be totally rejected by the Congress. 
To permit the executive branch to conclude such memorandums of understanding 
could have a devastating effect upon our balance of trade, our commercial export 
markets, and jobs here at home.35 

Mr. OSWALD. (Spokesman for the AFL-CIO). That, is not healthy because that 
really denies us the ability to develop our own expertise in that area. Our rela- 
tionships are very important with NATO, but they are not our sole relations.30 

31 HASC 95-72, 1243. 
52 HASC 95-72, 610. 
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WHO COORDINATES EXECUTIVE PROCTIREMENT POLICY? 

International arms cooperation encompasses political and economic 
considerations beyond the jurisdiction of the Department of Defense 
alone. Because many of the cooperative initiatives currently under 
consideration in the Department fall into a fuzzy area where there are 
no precise jurisdictions and no clear precedents, the subcommittee 
solicited the views of the Administrator for Federal Procurement 
Policy. 

The law which established the Office of Federal Procurement Policy 
(OFPP) stated that its purpose is: 

To provide overall direction and forms for executive agencies in accordance 
with applicable laws." 

What Role Does the OFPP Play in ESI Activities? 
Mr. IOHOED. It looks to me like you are going to have to have a controlling 

agency someplace. ... It looks to me like you are the logical agency to be the 
controlling agency. 

Mr. FETTIO. TO the extent you get interagency conflicts and the broader in- 
cursion on our procurement practices : yes, and that is (the oajse, and that Is why 
as is apparent from my statement, we have been quite active in a number of 
facets. I will say, however, Culver-Nunn attaches to the DOD appropriation bill, 
not to any govemmentwide statutes. So we constantly have this problem. Com- 
merce gets a statute giving it a certain program authority and State gets 
another. 

♦*♦*•»* 

Mr. HAHN. Is anyone in your office specifically assigned to the area of NATO 
arms cooperation, that is his task and his responsibility ? 

Mr. FETTIQ. NO sir; no." 

Are Memoranda of Understanding consistent with federal procure- 
ment policies? 

Mr. FETTIO. TO be quite frank with you, I don't know what legal status an 
MOU . . . enjoys, and I don't know whether there is a well-developed body of 
legal opinion. 
*•*•»*♦ 

. . . [T]his is a very virgin area with a lot of unanswered questions One of 
my opening remarks was to say tiat we too are looking into exactly how this 
show is supposed to operate, the variety of instruments like MOU's now Should 
I regard that properly as a contract? To be frank with you, the issue has only 
been recently raised. Is it a treaty? Should it be submitted to the Senate for 
review? I don't feel too abashed by saying I don't have the answers to those 
questions, and I think the popularity of the MOU's has only come into being 
I guess, in the last administration. They became quite prominent and more 
frequently negotiated." 
******* 

Let me repeat very forcefully that there is a potential for a severe conflict If 
we start choosing Items of equipment as the grounds for standardization If 
anybody within our Government or theirs thinks that they can unilaterally pick 
segregate systems and subsystems which will be delegated to different industries 
and companies for development and production, I think that would be a very 
severe undermining of all our beliefs in the benefits of a competitive cycle" 
*•••♦•» 

Justice WHITE. Would you make it a point to review this specific memorandum 
of understanding between the United States and the Federal Republic of Germany 

^41 USC 402(b). 
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[on the European Telephone System]  and respond by letter to the chairman 
your view as to whether this violates existing U.S. procurement policy? 

Mr. FETTIG. I would be pleased to, certainly.'2 

(NOTE. Mr. Fettig agreed on December 5, 1978, to submit his personal views 
to the chairman. As of January 25, 1979, Mr. Fettig's view was still being coordi- 
nated in the Executive branch.) 

What is the role of indmtry in RSI? 
Dr. PEKRY. An industry view frequently expressed is that governments should 

not dictate the terms of license agreements, but that they should be left alone 
to work out licenses on a firm-to-firm basis. We feel that firm-to-firm agreements 
are an excellent means of achieving standardization through coproduction. But 
industry must recognize that NATO RSI is an objective of government, not 
private industry. Cooperative programs, therefore, will be initiated by govern- 
ments and their boundaries and conditions perfected in government-to-govern- 
ment agreements. To some extent, these agreements will affect the terms of the 
license agreements which implement them. 

The best answer to industry's concern is to keep them informed, and to the 
extent feasible, coordinate our government-to-government agreements with 
industry." 

Mr. HAHN. DO you see an expanding role for U.S. industry in this area of 
arms cooperation? 

Mr, FETTIG. I think yes, and I think the most natural way in the world to do 
it is through the marketplace mechanisms you just described. It may be difficult 
for governments to talk in terms of basic capabilities and mission need, but it 
can be done. 

A lot of people think the Congress can't think in those terms either but only 
think of their personal districts. I don't believe that and I don't believe the 
governments can't go to the Alliance and say, "We have a need, we need a better 
theater air defense, we are going to let our companies and your companies get 
together and team and compete and provide all our forces with the best technol- 
ogy we can offer." 

In a nutshell, that is what I would prefer to see happen. 

Is the Family of Weapons Concept consistent with federal procure- 
ment policies? 

Justice WHITE. They have repeatedly cited the example to us of : "You take the 
long-range missile and we will take the medium-range missile." That has been 
their constant example of how Family of Weapons works; in fact, it is the only 
example of how the concept would work. 

Mr. FETTIG. My understanding is that it should not proceed that way. As I 
have said many times now in this hearing, to arbitrarily pick particular products 
and assign them to countries, violates any number of principles you want to 
adhere to, including the No. 1 we are seeking, and that is overall NATO force 
efficiency." 

Based on Mr. Fettig's testimony it is apparent that no one within 
the executive branch is exercising overall coordination of RSI activ- 
ities to insure that thev are consistent with federal procurement pol- 
icies. It is also apparent that the Familv of Weapons Concept as artic- 
ulated by the Defense Department and the use of Memoranda of 
Understanding by that department may be in fundamental conflict 
with existing procurement policies. 
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NATO KEADINESS EEQUIKEMENTS AND INITIATIVES 

NATO's MILITARY MISSION 

The former chairman of the Joint Chiefs of Staff, the late General 
George Brown, USAF, summed up the basic readiness requirements 
and the mission of NATO's forces in his military posture statement 
for fiscal year 1979, when he said that "NATO must attavn and main- 
tain a capability to engage and halt attacking forces, and to restore 
the pre-war houndaries.'"4e The latter half of this statement is sig- 
nificant since it raises necessary questions for determining the ade- 
quacy of the current alliance force structure. This force structure is 
postured to meet the needs of a defensive alliance, and because classic 
military doctrine predicts that fewer troops are required to defend 
than to attack, it has become almost an article of faith in the West 
that NATO does not have to match the Soviets man for man and tank 
for tank. That, of course, presumes that forward defense along the 
present borders will be so successful that there will be little or no loss 
of territory, and thus no need for the alliance to launch a major 
counterattack which would require superior forces. 

WHAT ARE THE ESTIMATES OP NATO's CAPABILITIES ? 

The subcommittee's assessment of the current state of alliance readi- 
ness, started with the fundamental question of whether or not NATO 
currently has the capability to successfully defend Western Europe 
and to terminate a war on favorable terms. 

Earlier this year, General Donn Starry, Commanding General of 
the Army's Training and Doctrine Command appeared before the 
House Armed Services Committee to describe the relationship of the 
Army's fiscal year 1979 budget request to the concept of forward de- 
fe"se m Europe. General Starry described a battle environment in 
which NATO battalions would be called upon to destroy as many as 
200 to 250 enemy targets in a 10-15 minute period, and to repeat that 
process three or four times a day in order to survive. He stated that 
the Warsaw Pact first echelon would be followed by a second and a 
third and that one purpose of forward defense was to buy time for 
'uT3 that are in the United States to fall in and take their place in 
that battle ... so we can sustain the fight." Asked about the likeli- 
hood of a successful defense. General Starry avoided a direct answer 
by stating that, "With a little luck it could be done." « 

Lt. Gen. Edward Meyer, the Deputy Chief of Staff of the Army for 
Operations and Plans made a similar response before the subcommittee 
when he said, "Can we defend that way? We can, in my judgment, 
defend that way if we do everything right during that early stage, 
and that's why I think we have to defend as far forward as possible 
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so that we have the ability to start bringing in reinforcements."48 Both 
Generals stop short of negativism, but they are far less than positive 
that alliance capabilities are adequate to the task. 

Perhaps the most blunt assessment of NATO's conventional defense 
capabilities comes from Manfred Woerner, Chairman of the Defense 
Affairs Committee of the Bundestag of the Federal Republic of Ger- 
many who concluded that. 

It is impossible • * * under present circumstances to come up with a realistic 
scenario of conventional conflict in Central Europe that holds any prospect of a 
successful outcome for NATO—that is, the restoration of the status quo ante. 
Achievement of this potential through a genuine conventional balance in Europe 
is effectively foreclosed. No NATO country is today prepared, or in a position, to 
pay the financial—and, in the final analysis, political—costs that are entailed." "> 

NATO's MOST URGENT NEED IS INCREASED CAPABILITY 

The major readiness deficiency of the NATO alliance is that it does 
not have enough military resources to provide a credible conven- 
tional defense. The words of Lt. Gen. Arnold Braswell of the Joint 
Chiefs of Staff say it all: "We are playing catch-up ball and it is a 
hard ball game." 50 

George Brown, in his farewell report to the Congress, lamented the 
lack of resources and resolve when he said: 

In looking back over my previous reports to you I am struck by the fact that 
in nearly every area of military strength there has been a relative decline over 
the years in relation to the Soviet Union, our principal potential adversary. This 
is not to suggest that there have been no improvements in our forces and capa- 
bilities . . . However, in light of the extensive growth in the military capabilities 
of the Soviet Union, it is questionable whether what has been done is enough 
to assure the security and well-being of our country in the coming years.51 

General Brown went on to say that: 

A theater nuclear capability is an essential element of successful deterrence 
and defense. The conventional balance in Europe is such that if the Warsaw 
Pact forces mass rapidly and attack on a narrow front, NATO's ability to defend 
with conventional forces alone would be questionable.52 

In this we see a confirmation of the Woerner thesis. The Chair- 
man of the Joint Chiefs of Staff was openly acknowledging the almost 
certain escalation—at least to theater nuclear war—in the event of a 
Warsaw Pact attack, because NATO's conventional forces might not 
be able to do the job. 

Secretary of Defense Harold Brown provided a useful measure 
of readiness in his fiscal year 1979 report to the Congress: 

I consider our forces to be ready when they are well trained, have modern 
unit equipment in good order, hold war reserve stocks on which they can 
draw for the early stages of any conflict and are capable of timely response 
to crisis. Unfortunately, I cannot report that our forces, by this definition, 
are as ready as I would like them to be. 

Unfortunately, Secretary Brown did not follow up this assess- 
ment with a detailed discussion of real world requirements. Instead he 

« HASC 95-72, 253. 
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added: "Although both of us are heavyweights, I am confident that 
we remain them more agile of the two."53 It is difficult, considering the 
potential battlefields of Central Europe, to ascertain how Secretary 
Brown could conclude that the "West woidd remain more agile. 

Witness after witness testified before the subcommittee about the 
relentless growth of Warsaw Pact and Soviet military budgets. Gen- 
eral Alexander Haig estimated it to be on the order of 4-5 percent 
real growth per year over the past 15 years.54 Secretary Brown con- 
curred with that estimate. This prolonged buildup has not been paral- 
leled by an adequate response from the NATO alliance. After review- 
ing the public statements about the renewed commitment to NATO, 
the simple fact remains that the U.S. defense budgets presently planned 
for fiscal years 1978-1981 will be at least $32.5 hillion less than the 
previous Administration had programed 2 years ago for the same 
period." 

THE 3 PERCENT GROWTH COMMITJIENT—AN INSUFFICIENT RESPONSE 

NATO leaders have publicly endorsed a goal of 3 percent annual 
real growth in defense budgets as a collective demonstration of al- 
liance determination to restore a satisfactory military balance. But 
will this be sufficient? 

The subcommittee questioned why a goal of 3 percent was selected; 
what it relates to in the way of readiness deficiencies to be corrected; 
how equitable the burden of 3 percent is across the board; and what 
we can expect to get in the way of increased military capability for 
this 3 percent. 

The figure of 3 percent was unrelated to specific military require- 
ments. Rather, it represented a political sensing of the art of the possi- 
ble. Secretary Brown acknowledged that the goal of 3 percent was "a 
compromised between what most of us felt was needed and what 
we thought was politically feasible." 5fi Similarly, General Haig said 
3 percent was "at the bottom edge of prudence in light of the continu- 
ing growth in Soviet power."57 

Followup information provided by Secretary Brown on the ra- 
tionale for the 3 percent growth is instructive. On the questions 
of why 3 percent and how adequate it is, Secretary Brown said: 

The three percent goal was adopted In May 1977 by NATO Defense Ministers 
after long discussions as a way to respond at least partially to the military 
buildup the Soviets have achieved through an annual increase in real defense 
spending of four percent or more over the last twenty years. It represented 
a compromise between security needs and political realities, as do most things 
in an alliance of sovereign democracies.68 

So long as the Soviets continue to increase at 4 percent annually and 
the alliance goal is only 3 percent all that will be accomplished is that 
the rate at which the Warsaw Pact margin of superiority increases will 
be slowed. The basic trend will not be reversed. 

M HASC 95-56, Part I, 27. 
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RELATIVE BURDEN SHARING AMONG THE NATO ALLIES 

As a part of its review of NATO readiness, the subcommittee ex- 
amined the issue of burden sharing, asking why the United States 
should: 

1. Provide nearly % of the alliance defense funds ? 
2. Devote nearly 50 percent more of its gross domestic product 

to defense than the average of NATO Europe ? 
3. Spend three times as much on military research and devel- 

opment as all its European allies combined ? 
4. Spend more than twice as much per capita on defense as 

the average of NATO Europe and % more than the next closest 
country ? 

The question of burden sharing is complex and no one set of in- 
dices will accurately reflect the total picture. However, so long as 
the U.S. provides the lion's share of the total defense budget, the ques- 
tion of whether or not our allies are carrying their fair share of 
the load will continue to be a matter of legitimate concern to 
Americans. 

Eecognizing the ambiguities in published budget data and the 
differences in the way budgets are structured, the subcommittee still 
found it ironic that the U.S. Government seems to know more—and 
certainly publishes more—about the Soviet budget than about the 
budgets of its allies. 

Testimony on the subject of alliance burden sharing was not par- 
ticularly enlightening. Ambassador Robert Komer, Special Advisor 
to the Secretary of Defense on NATO Affairs challenged the validity 
of the statistical indicators used by the subcommittee instead of ad- 
dressing the larger issue of what the appropriate shares and goals 
should be. 

He contended simultaneously that European allies were doing their 
fair share and that it would be appropriate for the United States to 
subsidize its allies by supplying them with the ammunition they have 
failed to buy. He stressed that the alliance commitment to 3 percent 
was a breakthrough and then pointed out that "real growth in defense 
spending by NATO Europe in the 1970's has increased on the average 
from 2 percent to 3 percent per year."59 Obviously then, the alliance 
goal of 3 percent real growth per year represents nothing new in the 
way of a commitment by Europe since it is merely a continuation of 
what they have been doing for several years. 

Finally, in defense of the European level of effort, Ambassador 
Komer stated that: 

* * * Who can contend that our allies are not bearing their fair share of the 
common defense burden? We are richer than they are, our rate of economic 
growth is higher, we pay our soldiers more than most of them. Besides, we pos- 
ture for a far wider range of global needs whereas they posture mostly for NATO 
defense. Lastly, we seem to be spending a steadily declining percentage of our 
GNP for defense, while theirs has been steady if not increasing on the average.* 

" HASC 95-72, 501. 
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THE LONG-TERM DEFENSE PROGRAM 

In May 1978, the NATO heads of state agreed to a Long-Term De- 
fense Program (LTDP) intended to coordinate NATO planning and 
procurement programs over a 10-15 year period. The LTDP repre- 
sents a major improvement in the identification and collection of data 
on alliance defense requirements and equipment replacement schedules. 
However, its impact on near to mid-term readiness is questionable. 

The subcommittee attempted to relate the LTDP to readiness but 
experienced extreme difficulty in getting any definitive information 
from the Department of Defense on allied readiness deficiencies and 
specific commitments on the part of individual countries to correct 
deficiencies over any given period of time. 

In May 1978, the subcommittee requested copies of the LTDP along 
with copies of the major task force reports which supposedly com- 
prised the basis for the LTDP. The LTDP material was not provided 
until November, delaying the subcommittee's work. The subcommittee 
found that there is little direct relationship between the individual 
task force reports enumerating the major deficiency areas within 
NATO and specific commitments on the part of individual countries. 

In June Ambassador Komer testified that: 
NATO task forces also worked over a year to produce an innovative Long 

Term Defense Program (LTDP), which was just approved by all concerned at a 
second NATO Summit here in Washington on 30-31 May. Its accent is on an 
unprecedented degree of Alliance cooperation (NATO's term for rationalization), 
because only in this way can we Allies collectively overcome the deficiencies 
which prevent us from achieving high confidence deterrence/defense at a cost 
which is politically acceptable to our free societies. 

The reason I stress these collective Alliance initiatives is two-fold: first, 
because they stress heavily readiness, standardization and interoperability issues 
of concern to this subcommittee; and second, because they demonstrate that we 
are not being asked to defend Europe alone. Our efforts are being matched by 
those of our Allies who have joined fully in the initiatives just described.01 

Two months later when the subcommittee had still not received a 
copy of the LTDP, Eep. Carr (D-Mich.) expressed frustration when 
he told Secretary Brown regarding the 3 percent defense budget goal 
andtheLTDP: 

These items seem to have become symbols of alliance solidarity and no one 
really quarrels with that. But our problem Is that we have difficulty separating 
the svmbolism from the substance. And we don't really know how these two sym- 
bols translate into tangible increases in defense capability. Some of us are having 
real trouble separating the rhetoric from the substance. Perhaps some of the 
psychological and attitudinal frameworks are important but we want to see if 
there is anything behind that as well. 
******* 

What specific commitments have we gotten in the Long-Term Defense Pro- 
gram, country-by-country, and year by year, item by item of equipment that our 
allies have obligated themselves to buy ? B 

Secretary Brown responded for the record. 

As all national inputs to some Long-Term Defense Program (LTDP) have not 
been fully worked out . . . it is not possible to lay out procurement plans by cotm- 
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try, year by year. The LTDP was only agreed to in May of 19T8 by Ministers and 
approved at the NATO Summit, and implementing plans are being developed.63 

It is clear that the LTDP does not yet constitute a measurable blue- 
print for anything. Until it is translated into specifics and those spe- 
cifics are related to a comprehensive plan for correcting known readi- 
ness deficiences, it will be impossible to assess the potential impact of 
the LTDP on NATO readiness. 

Whatever impact it may have on readiness will not really begin to 
be felt for another decade and possibly not even until the mid-1990's, 
because it is a long-term plan. For the near to mid-term, the LTDP 
will have little effect on the state of alliance readiness. 

SHOKT-TERM IXITIATIVES 

In July 1977, the NATO Military Committee recommended a series 
of short term measures designed: to enhance the alliance anti-armor 
capabilities; to increase the holdings of war reserve stocks; to improve 
the capability for rapid reinforcement of in-place forces, and other 
specific programs to enhance readiness. These recommendations were 
supposedly developed in close consultation with national authorities 
and represented interim measures of the most urgent nature. The short 
term plan finally endorsed by the NATO Defense Ministers in Feb- 
ruary 1978 involves significant reductions in scope and delays in imple- 
mentation from the plan recommended by the NATO Military 
Committee. 

The pattern of program reduction has been so persistent throughout 
the history of NATO that the subcommittee believes it would be ap- 
propriate to monitor progress against the approved short term meas- 
ures on a country by country basis to provide some indication of what 
credence should be attached to announcements of cooperative alliance 
intent. If it should prove difficult to collect data on the degree to which 
each country is implementing its commitment on something as easy 
to monitor as the short term measures, it will not augur well for the 
prospects of success on more elaborate, long term cooperative 
programs. However, it is encouraging that the short term initiatives 
represent a substantive step instead of sloganeering. 

Proponents for increased standardization have stressed the fact that 
the alliance has eight different Anti-Tank Guided Missiles (ATOM). 
But in the opinion of the subcommittee, the major anti-armor defi- 
ciency of the alliance is not the existence of eight different missiles, 
but rather the lack of adequate inventories of ATGM's in NATO 
European units; seventy-five percent of all the ATGM's in the NATO 
inventory are found in U.S. units. 

SELECTED EXAMPLES OF READINESS DEFICIENCIES WITHIN THE NATO 
ALLIANCE 

Since many details of readiness deficiencies are classified a review of 
specific alliance deficiencies cannot be documented in this report. The 
major areas of concern have been documented in classified studies such 
as the Hollingsworth Report** 

<* HASC 95-72, 1272. 641.TO. James F. Hollingsworth. An Assessment on the Conventional War Fighting 
Capability and Potential of the U.S. Army In Central Barope, June 30, 1976 (Department 
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Some deficiencies, such as North-South and East-West malde- 
ployment of NATO forces, are basically beyond solution although 
limited compensatory measures are being steadily implemented. 

With respect to deficiencies, such as the lack of common doctrine, 
allied military leaders have made substantial progress in recent years. 

However, certain deficiencies remain which can only be corrected if 
the allies commit to much more substantial increases in defense budg- 
ets than the announced 3 percent goal. Following are representatve 
examples of deficiencies which fall into this category. 

1. CJiemical Warfare 
The Joint Chiefs of Staff summed up the NATO-Warsaw Pact bal- 

ance in chemical warfare capabilities by saying: "Warsaw Pact divi- 
sions are better organized, equipped and trained than NATO to op- 
erate in a chemical warfare environment." 65 

There is simply no comparison. The Pact forces are equipped and 
trained to fight in a chemical environment, NATO forces are not. 

The disparity between NATO and Warsaw Past capabilities in the 
area of chemical warfare is summed up by the following excerpts from 
subcommittee hearings: 

Mr. ICHOBD. General, could you give us a brief overview of the chemical war- 
fare capability of the Warsaw Pact? 

General MEYER. First of all, they have an offensive capability with their mis- 
siles and long-range artillery weapons. 

In the defensive arena they have built into many of their weapon systems, their 
tanks and their personnel carriers, a collective protective system so that in the 
offense they can fire their chemicals and move into and through the chemicals 
that they fire. Their offensive development of the chemicals themselves and the 
delivery systems are consistent with the way in which they develop their equip- 
ment. 

Additionally, they have protective overgarments, masks and decontamination 
capability available for the individual soldier. Starting right at the top of the 
army, they have a very large chemical element. This organization extends down 
throughout each of the fronts, divisions, and other units.66 

A Joint Chiefs of Staff briefer described NATO capabilities in the 
following terms: 

Chemical training is being included in NATO field training exercises, but pro- 
tective equipment is generally in short supply and not available for extensive 
training use. NATO vehicles generally do not have collective protection capa- 
bility. Stockpiles are limited. 

At the present time, NATO air forces lack the capability to defend against the 
Pact chemical threat or operate in a chemical warfare contaminated environ- 
ment.67 

NATO forces are critically deficient in chemical warfare capabili- 
ties and the solution to this deficiency has little to do with standardiz- 
ing NATO's doctrine on how to respond to a chemical attack. 

The solution was identified by General Haig: 

General HAIG. There is no question that they are preparing to be able to wage 
chemical warfare. It cannot be questioned in terms of the density of their capa- 
bility in both the defensive and offensive realm. It is clear that, in terms of a 
preattaek calculus on their part, they know our capabilities are far less than 
satisfactory in both our ability to defend and, more importantly, in our almost 
total lack of ability to respond in kind. 
»***»♦♦ 

Mr. ICHOED. Well, how could we respond now? We don't have the offensive 
capability and we don't even have defensive capability developed in Europe at 
the present time. 
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General HAIG. NO, we don't and my answer to that is, It is time we got busy 
and provided ourselves with a retaliatory capability, a visible, acceptable, and 
credible retaliatory capability.68 

2. War Reserve Stocks 
One of the most critical readiness deficiencies of the alliance is its 

lack of reserve stocks of ammunition and equipment. These stocks 
translate into staying power or sustainability in a war. Incredibly, 
after 30 years, NATO now hopes, by 1983, to develop a capability to 
fight for 30 days. War reserve stocks go to the very heart of the theory 
of force multiplier benefits that can be derived from increased empha- 
sis on standardized or interoperable equipment. After all, what good 
is ammunition interoperability if nobody buys enough ammunition ? 

The following exchange is instructive since it raises fundamental 
questions both about alliance readiness and the value of arms coopera- 
tion as even a partial solution to the problem. The U.S.'s allies in 
NATO have serious deficiencies in terms of reserve stocks of ammuni- 
tion and equipment, and the best the subcommittee could determine is 
that U.S. planners on the Joint Chiefs of Staff do not have reliable 
information on how serious the deficiencies are. 

Mr. BEAED. General (Braswell), the United States maintains a computer inven- 
tory of pre-positioned U.S. war reserve stocks. What specific detailed information 
does the Joint Chiefs of Staff receive on allied war reserve stocks? 

General BRASWELL. We don't get as much as we would like to have. Our NATO 
commanders do receive information from the allied nations.  The amount of 
detail that is in that information, I am not prepared to answer. I don't know. 
******* 

General BRASWELL. We will do what we can to give you information. We have 
some difficulty getting detailed information on the reserve stocks of some of our 
allies. 
******* 

Mr. BEAKD. Why is there an aura of secrecy between the allies about war reserve 
stock levels? It seems it would be a fundamental requirement for integrated alli- 
ance defense planning. What is it that is causing the secrecy ? 

General BRASWELL. It is centrally a matter of money. It costs a lot of money to 
stockpile ammunition and munitions. Going back to the days of the earlier 
strategy when the allies were depending principally upon the U.S. nuclear power 
to deter, they didn't consider it necessary or even useful to stockpile large stocks 
of ammunition. Now, we have adopted a new strategy (deleted) which Is a 
strategy of improved conventional defense. 

Mr. BEAED. Are they embarrassed to tell you they are so far behind? 
Why shouldn't it be a requirement? 
Here is an overall commander who wants to know what his troops have. If he is 

going to depend on the southern flank to be hanging in there for a certain period 
of time, he wants to go in and find out what is the status. 

I understand the money aspect. What I want to know is, why won't they 
tell us that "we are in bad shape, we are hurting, or what is the status?" 

General BRASWELL. TO a limited extent they have said this. [Deleted] Our 
commanders do have information on the stocks. To the extent it is available in 
our headquarters, we should be able to have it here, but that information is pro- 
vided by the nations so we have to take their word for it.66 

3. Command, Control and Communications 
The ability to coordinate and direct geographically distant activities 

such as those of land, sea and air forces is essential to effective military 
operations. Yet, the United States with its vast resources and tech- 
nology has not been able to provide an adequate command, control and 
communications capability. The subcommittee found that major de- 
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ficiencies, which have direct application to our European forces, exist. 
The following deficiencies were identified by the House Armed Services 
Committee, Command, Control and Communications Panel in its re- 
port of February 18, 1977, and the subcommittee found that these are 
still unaddressed. 

1. There is an urgent need for early deployment of improved 
voice security equipment throughout the military services. The 
procurement program proposed by the Department of Defense 
will not satisfy those requirements in a timely manner. 

2. Most military command centers and their communications 
networks would not survive a nuclear attack directed against them. 

3. The Soviet capability for communications jamming presents 
a serious threat to command and control. Present constraints 
placed on the electronic warfare training of U.S. forces preclude 
the realistic simulation of the effects of Soviet jamming.70 

Most civilian and military leaders seem to understand that specific 
problems exist, but solutions are still in a formative stage. This pre- 
sents a situation that is naturally unstable. Therefore, very susceptible 
to confusion created by considerations that do not address immediate 
requirements. One such consideration is alliance interoperability. 

Communications within elements of national forces is important but 
an alliance requires that the communications systems for multi- 
national military forces be interoperable. This can be done by various 
approaches which range from using the same equipment, to simply 
exchanging equipment. Though there are approaches which by their 
nature would appear more favorable, even those should not become so 
highly prioritized as to detract from the goalof improving our com- 
munications capability. This was brought out in testimony when Gen- 
eral Haig discussed various approaches to interoperability. He began 
his discussion by considering the use of additional equipment to make 
radios compatible. 

General HAIG. . . . They [additional equipment] are fairly costly and cumber- 
some, but they work. As noted before this committee in March, I have not even 
been able to wait for that and have insisted on the creation of liaison teams that 
permit cross communication at the brigade level. 
******* 

But it is a costly solution in terms of manpower and additional sets. Some of 
our allies don't have them. 

We are trying to encourage them to be able to reach at least that immediate 
capability. 

Incidentally, there are other very promising improvements in the communica- 
tions area. 

Mr. WHITEHUEST. Are you satisfied that, say, from a year ago that you are 
better off now? 

General HAIG. Oh, by far. In the last year and a half we have made great Im- 
provements, first, in the provision of secure voice within the Alliance. And this 
year we will have our so-called Telegraph Automatic Relay Equipment under 
the * • * NATO Integrated Command and Control System.71 

In the subcommittee's view, the alliance should give high priority 
to rapidly overhauling a communications network that today is es- 
sentially a peacetime system that is highly nationalized, vulnerable 
to physical and electronic attack, and is not secure. 
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4. Training 
Numerous military witnesses discussed the strengths and weaknesses 

of the current NATO training programs. On the positive side is a 
recognition that training is receiving more emphasis than ever before. 
Accordingly, General George Blanchard, Commander in Chief, U.S. 
Army Forces, Europe his troops are better trained and in a higher 
state of readiness than they have ever been. 

However, on the negative side and of most concern is the lack of 
training in realistic chemical and electronic warfare environments— 
two areas emphasized in Soviet doctrine and in which Warsaw Pact 
capabilities are clearly superior. Further, the training of allied air- 
crews is hampered by altitude restrictions and the lack of suitable tar- 
get ranges in Europe. 

NATO military commanders stiongly support joint training exer- 
cises such as Reforger, Autumn Forge (ground forces). Crested Cap 
(air forces) and Display Determination (naval forces). Moreover, 
there is a consensus among NATO military commanders that such 
joint exercises are essential if the alliance is to harmonize doctrine, in- 
tegrate operational procedures, and increase the interoperability of 
allied military equipment. 

CONCLUSION 

While it is necessary to examine every alternative which holds out 
the hope that the NATO alliance can be strengthened and improved, 
and while the effort devoted to study of the matter by this subcommit- 
tee has been instructive in many respects, the present shortfall in 
Western European defense demands unique solutions. 

We cannot have an adequate deterrant or fighting capability on the 
cheap. For the present, the solution will not be found in less—it must 
bo secured by more—more modern equipment, more efficient planning 
and training. 

Our defense appears to be based more on hopes and wishes—if we 
have enough time, if we get enough cooperation, if everything goes 
according to plan—our plan—we can survive and ultimately restore 
the continent to its present balance. 

We are deluding ourselves and the people who rely on us if we do 
not move out of our present dream-world, and into the world of 
reality. 
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LEGISLATIVE PEOPOSALS 

BACKGROUND 

The Department of Defense submitted two legislative proposals to 
the Congress to increase the Secretary of Defense's authority to enter 
into international agreements. These legislative proposals were intro- 
duced in the 95th Congress as H.R. 11607 and H.R. 12837 (see Appen- 
dix D for text of bills). 

The first bill H.R. 11607 was drafted to facilitate agreements with 
^orth Atlantic Treaty Organization countries for host nation support. 
However, it would go far beyond host nation support by empowering 
the Secretary of Defense "notwithstanding any other provision of latv" 
to enter into standardization agreements with appropriate authorities 
of North Atlantic Treaty Organization countries. 

The other bill, H.R. 12837, proposed to expand the Secretary of De- 
fense's authority to enter into agreements with friendly foreign gov- 
ernments and international organizations for purchase of property 
or services by exempting such agreements from all legal requirements 
for the formation of contracts. Neither "friendly foreign govern- 
ments" nor "international organizations" are defined in the requested 
legislation. 

According to the Department of Defense, such legislation is nec- 
essary because some allied governments object to signing agreements 
which contain clauses required by United States law. Their objection 
is premised on the concern that some of these clauses are intended for 
contractual relationships and not agreements between sovereign gov- 
ernments. 

Both H.R. 11607 and H.R. 12837 were referred to the Committee 
on Armed Services, which submitted them to the Special Subcommittee 
on NATO Standardization, Interoperability and Readiness for review. 

SUBCOMMITTEE FINDINGS 

On August 16, 1978, the subcommittee received testimony on both 
legislative proposals from Department of Defense witnesses. This was 
the only formally scheduled hearing on the legislation. However, there 
was significant interest in the legislation, and the subcommittee re- 
ceived testimony on the subject from many sources throughout the 
eight month review. 

Both H.R. 11607 and H.R. 12837 would give the Secretary of De- 
fense excessive legal authority for the purchase of property and serv- 
ices from foreign sources. There are differences between the two bills, 
but the differences primarily center on intent rather than substance. 
t or, if H.R. 12837 is enacted, it would authorize the Secretary of De- 
fense to do more than was described as being the requirement for H.R. 
11607. 

There is a need to provide militarv commanders with more flexibil- 
ity in negotiating agreements for host nation support. General George 
Blanchard, Commander in Chief, U.S. Army Forces in Europe pre- 
sented this requirement as follows: 

(41) 
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[T]he interchange of essential logistics support between the United States and 
its NATO allies has been frustrated by application of U.S. procurement laws 
(e.g., the Armed Services Procurement Act) and the Arms Export Control Act 
to international agreements calling for the acquisition, provision, or exchange 
of supplies and services. Generally speaking, procurement contracts with indi- 
vidual alliance nations and NATO organizations for provision of supplies and 
services to U.S. forces must conform to the same legal requirements as apply to 
DOD contracts with private firms. 

Our host governments greatly resent proposals to accomplish mutual defense 
objectives on a commercial, buyer/seller basis. Certain clauses mandated by 
statute for inclusion in these contracts have caused especially hard feelings on the 
part of some of our host governments. Moreover, when U.S. Forces are in a posi- 
tion to provide allied units with logistics support, current law dictates the use of 
cumbersome foreign military sales procedures and prevents the implementation 
of reciprocal, offsetting arrangements whereby supplies and services could be 
interchanged on a short-term basis with replacement-in-kind. Alliance members 
cannot be expected to efficiently interoperate in wartime if they are prevented 
from establishing a responsive peacetime framework for exercising and testing 
this kind of mutual logistics support capability.72 

The language in H.K. 11607 and H.K. 12837 does not provide specific 
relief for the problems so far identified. Instead it provides for a blank 
check without identified management or external controls. Questions 
which must be answered and issues that will have to be addressed be- 
fore such legislation is implemented include the following: 

1. How much has already been accomplished in the areas of 
operational cooperation and cross-servicing? 

2. How are critical wartime support functions going to be pro- 
vided? This becomes a concern when in peacetime these func- 
tions are performed or contracted for with non-military sources. 

3. What cost, procurement procedure and size of program limi- 
tations can be included in the legislation to in some measure define 
the authority which would be granted ? 

The goal of H.K. 11607 is worth pursuing and the issues raised by 
the subcommittee are not impossible to answer. The proposal as sub- 
mitted is simply far too sweeping in authority to warrant support. 

However, it is not just the wording, it is the intent of H.R. 12837 
which the subcommittee finds too broad to support. 

H.R. 12837 would empower the Secretary of Defense unilaterally 
to establish both procurement practices and procedures for a class of 
purchases that involve much more than national security considera- 
tions. Our procurement process should not be modified in the interest 
of alliance cooperation without thorough identification of both po- 
litical and economic benefits and costs. Because of the very nature of 
the Department of Defense such evaluations will have to be made from 
a broader base. Examples of such considerations include the following: 

1. Preservation of the competitive procurement process. 
2. Assurance of equitable treatment of American industry and 

labor. 
3. Resolution of disparities between United States and allied 

arms transfer policies as much as possible. 
The lack of any detailed understanding of the magnitude of the 

problem or the potential impact of the proposed legislation was dra- 
matically presented to the subcommittee when Department of Defense 
officials could not identify specific existing law that required special 
waiver authority. Any redrafting of these proposals should capitalize 
on existing waiver authority. Since some waiver authority presently 
is available, it should be utilized. 
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ADDITIONAL VIEWS OF CONGRESSMAN BOB CARR 

Overall, the subcommittee's report represents a good first effort. The 
subcommittee and in particular the chairman and the subcommittee 
staff are to be commended for their diligence, their thoroughness, and 
the atmosphere of cooperation which was extended to each and every 
member of the subcommittee. Unlike many subcommittees and reports 
on which I have participated, the atmosphere and the leadership direc- 
tion given by the chairman substantially improved the quality of the 
subcommittee's work product. 

Regarding the report at hand, I'm in general agreement with the 
major points of the subcommittee's findings and conclusions as they 
pertain to the subcommittee's charter: standardization, interoperabil- 
ity, and readiness. 

The strongest point of this report is that it represents the first official 
thorough undertaking to understand the concepts of "standardization" 
and "interoperability" and their codification: the Culver-Nunn Amend- 
ment. In my judgment, overuse of these buzz words has violated com- 
mon sense and defied human or national definition. I agree with the 
report that while Culver-Nunn may have been a good idea at the time, 
it no longer serves the purpose which it advocates. Rather than eluci- 
dating a principle and a policy, it has led to more confusion than 
clarity. Culver-Nunn must be rewritten in light of hearings and experi- 
ence rather than good intentions. Indeed, it may be said that Culver- 
Nunn itself has caused inefficiency. 

The subcommittee was designated by Chairman Price on May 2, 
1978, as a Special Subcommittee on NATO Standardization, Inter- 
operability and Readiness. Its life expired at the end of the 95th Con- 
gress. While I generally oppose committee proliferation or extension, 
I think it is clear that in spite of the diligence and thoroughness of the 
subcommittee and the staff, the subject matter with which we were 
charged with investigating proved to be too confusing, large, and cum- 
bersome for a study of a mere 7 months. I am delighted that Chairman 
Price has announced his intention to continue the life of the subcom- 
mittee for the 96th Congress and I would hope that the subcommittee 
would proceed building upon its work product and its basis of infor- 
mation toward the complete rewriting of the Culver-Nunn Amend- 
ment to meet practical constraints which the environment demands. 

My disagreement with the report is that it did not confine itself to 
standardization, interoperability, and readiness. The report produces 
findings and conclusions about the nature of the NATO threat and 
about oudgetary and other types of responses to the assumed threat 
not strictly speaking part of "standardization," "interoperability," or 
"readiness." 
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I am in agreement with the chairman and the subcommittee that 
standardization, interoperability and readiness cannot be considered 
in isolation, and must be considered in the context of possible threat 
evaluations and threat response. But the subcommittee neither had the 
time nor the testimony to support firm findings about the nature of the 
threat, something which is argued greatly between experts, or the ap- 
propriateness of other kinds of responses outside the committee's pur- 
view. The weakness of the report here requires more work which hope- 
fully will be done during the 96th Congress. Until that work is done, 
I respectfully withhold judgment or even possibly dissent. 

For example, like the subcommittee, I am critical of the 3-percent 
"political" commitment. The subcommittee report takes great pains to 
point out how irrelevant the 3-percent figure is, but then concludes that 
the 3-percent figure is insufficient from a budgetary point of view. The 
subcommittee's report also discloses the difficulty in drawing an effort 
base line for the NATO countries, but apparently concludes that base 
line differentials should be ignored in the 3 percent applied. I see no 
reason to support a 3-percent increase in the NATO U.S. contribution 
at all, much less a 3-percent overall increase. 

To state again, budget levels and overall capability, while important 
for perspective and for context, were not, strictly speaking, part of the 
charge of the subcommittee of short duration. Unlike the subcommit- 
tee's report, I either dissent or withhold judgment on those matters. 

BOB CAKB. 
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APPENDIX A 

STATEMENT OF HON. MELVIN PRICE, CHAIRMAN, HOUSE 
COMMITTEE ON ARMED SERVICES 

APPOINTMENT OF SPECIAL SUBCOMMITTEE ON NATO 
STANDARDIZATION, INTEROPERABILITY AND READI- 
NESS 

Pursuant to the authorization of the Democratic committee caucus, 
and after consultation with the Ranking Minority Member, Mr. Wil- 
son, I am hereby appointing a Special Subcommittee on NATO Stand- 
ardization, Interoperability and Readiness. 

The subcommittee shall be composed of the following members: 
Mr. Dan Daniel, Chairman, Mr. Kazen, Mr. Carr, Mr. Lloyd, Mr. 
Stump, Mr. Ichord, Mr. White, Mr. Dickinson, Mr. Whitehurst, and 
Mr. Beard. 

The subcommittee is directed to conduct a detailed study of the 
present state of efforts at standardization and interoperability within 
the North Atlantic Treaty Organization and identify areas of readi- 
ness problems in the alliance which result from a lack of joint pro- 
cedures, doctrine or standard equipment. The subcommittee shall iden- 
tify those areas where standardization and interoperability might be 
most advantageously pursued and shall consider the most feasible 
approach to achieving greater standardization and interoperability 
where it is determined that such will contribute to improved readiness. 

For the purpose of discharging its responsibilities, the subcom- 
mittee will be vested with the authority granted by Committee on 
Armed Services Rule 4(e). The subcommittee may, therefore, require 
by subpoena or otherwise, the attendance and testimony of such wit- 
nesses and production of such books, records, correspondence, memo- 
randa, papers and documents as it deems necessary. Subpoenas may 
be issued by the chairman of the subcommittee with the approval of 
a majority of the members of the subcommittee. 

The subcommittee is directed to begin its deliberations promptly 
and to report its findings and recommendations to the full committee 
not later than the close of the second session of the 95th Congress. The 
subcommittee will be dissolved upon submission of its report. 

Mr. Hahn will be the counsel for the subcommittee, assisted by Mr. 
White and Mr. West of the committee staff. 
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APPENDIX B 

WITNESSES AND CONTRIBUTORS 

DEPARTMENT OF STATE 

Hon. Warren Christopher, Under Secretary of State, Acting Secretary of State 
on October 10, 1978. 

Hon. George S. Vest, Assistant Secretary of State for European Affairs. 

DEPARTMENT   OF  DEFENSE 

Hon. Harold Brown, Secretary of Defense. 
Hon. William J. Perry, Under Secretary of Defense for Research and Engi- 

neering. 
Hon. Robert W. Komer, Advisor to Secretary and Deputy Secretary on NATO 

Affairs. 
Hon. Dale W. Church, Deputy Under Secretary of Defense, for Research and 

Engineering (Acquisition Policy). 
Dr. Ellen L. Frost, Deputy Assistant Secretary for International Economic 

Affairs. 
Maj. Gen. Richard C. Bowman, Director, European Region, Office of Assistant 

Secretary (International Security Affairs). 
Mr. Peniel Moed, Office of Assistant General Counsel (Logistics). 

OFFICE   OF   JOINT  CHIEFS   OF  STAFF 

Lt. Gen. A. W. Bras well, USAF, Director (J-5 Plans and Policy) Office of Joint 
Chiefs of Staff. 

Lt. Gen. Arthur J. Gregg. Director for Logistics (J-4), Office of Joint Chiefs of 
Staff. 

Rear Adm. Edward A. Burkhalter, Deputy Director for Operations (J-3), 
(Strategic and General Operations), Office of Joint Chiefs of Staff. 

Col. W. D. Johnson, USA, European Division (J-5), Plans and Policy Direc- 
torate, Office of Joint Chiefs of Staff. 

Lt. Col. Jim BlundeU, USA, Office of Joint Chiefs of Staff. 

U.S.   EUROPEAN   COMMAND 

Lt. Gen. Rolland Heiser, USA (1 Jun 76), Chief of Staff, EUCOM. 
Maj. Gen. Lincoln D. Faurer, USAF, Director, J-2. 
Rear Adm. Eugene J. Carroll, USN, Director, J-3. 
Maj. Gen. Edward A. Partain, USA, Director, J-4/7. 
Maj. Gen. Richard B. Collins, USAF, Director, J-5. 
Bear Adm. William Nivison, USN, Director, J-6. 
Col. William E. Watts 
S/sg Robert R. Roth. 

DEPARTMENT   OF   THE  ARMY 

Hon. Walter LaBerge, Under Secretary of the Army. 
Hon. Percy A. Pierre, Assistant Secretary of the Army (Research, Development 

and Acquisition). 
Lt. Gen. Edward C. Meyer, Deputy Chief of Staff for Operations and Plans. 
Lt. Gen. Donald R. Keith, Deputy Chief of Staff for Research, Development and 

Acquisition. 
(46) 

4-81 



47 

DEPARTMENT  Or  THE   NAVY 

Adm. Isaac C. Kidd, Jr., Commander-in-Cluef, Atlantic and U.S. Atlantic Fleet. 
Hon. David B. Mann, Assistant Secretary of the Navy, for Research, Develop- 

ment, Test and Evaluation. 
Vice Adm. Parker B. Armstrong, Director, Research, Test and Evaluation. 
Lt. Gen. Andrew W. O'Donnell, Deputy Chief of Staff for Plans and Policies, 

United States Marine Corps. 
Vice Adm. William J. Crowe, Jr., Deputy Chief of Naval Operations, for Plans, 

Policy and Operations. 

EUBOPE—MILITARY 

Gen. Alexander M. Haig, Jr., Commander in Chief, U.S. European Command. 
Gen. Franz-Joseph Schulze, Commander in Chief, Allied Forces, Central Europe. 
Gen. Herman Zeiner Gundersen, Chairman, Military Committee, NATO. 
Vice Adm. Joseph P. Moorer, Commander in Chief, U.S. Naval Forces, Europe, 

and U.S. Commander, Eastern Atlantic. 
Vice Adm. Sir James G. Jungius, SACLANT Representative, Europe. 
Gen. George Blanchard, USA, Commander in Chief, U.S. Army Forces Europe. 
Lt. Gen. John W. Pauly, USAF, Vice Commander in Chief, U.S. Air Force 

Europe. 
DEPARTMENT  OF   THE  AIR   FORCE 

Hon. John J. Martin, Assistant Secretary of Air Force for Research, Develop- 
ment and Logistics. 

Lt. Gen. H. M. Fish, Assistant Vice Chief of Staff, USAF. 
Maj. Gen. T. I. Ahern, Assistant Deputy Chief of Staff (Research and 

Development). 
Dr. Wallace C. Magathan, Jr., Defense Intelligence Office, Defense Intelligence 

Agency. 
Lt. Col. Frederick Walker, Senior Military Analyst, Soviet Warsaw Pact Area, 

Defense Intelligence Agency. 

DEPARTMENT  OF  COMMERCE 

Mr. William A. Cox, Deputy Chief Economist. 

OFFICE   OF   MANAGEMENT  AND  BUDGET 

Hon. Lester A. Fettig, Administrator, Office of Federal Procurement Policy, 
Office of Management and Budget. 

EUROPE—POLITICAL 
France 

Mr. Masson, Director of the Minister's Defense Cabinet. 
Mr. Hibon, Deputy Director of the General Delegation for Armaments Inter- 

national Affairs. 
Mr. Mournier, Assistant Director of the General Delegation of Armaments/ 

Corporation. 
Federal Republic of Germany 

Dr. Karl Schnell, State Secretary for Armament Affairs. 
Mr. Hans Eberhart, Director of Armaments. 
Mr. Carl Damm, Member of Bundestag, Defense Committee. 

Netherlands 
Dr. William F. van Eekelen, State Secretary for Defense (Materiel). 
Mr. Ad Ploeg, Vice Chairman of the Committee for Defense of the Second 

Chamber of the Netherlands Parliament. 
Mr. W. A. M. Melis, Commissioner for Military Production, Ministry of Eco- 

nomic Affairs. 
T/nited Kingdom 

Dr. John Gilbert, M. P., Minister of State for Defense. 
Sir Clifford Cornford, Chief of Defense Procurement. 
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U.S. Representatives 
Hon. Arthur A. Hartman, U.S. Ambassador to France. 
Hon. W. Tapley Bennett, U.S. Ambassador to NATO. 

EUROPE—INDUSTRIAL 
France 

Mr. Cauvin, President, Thompson CSF. 
Mr. Ravaud, President et Secretaire General, SNECMA. 

United Kingdom 
Sir Peter Matthews, Managing Director and Chief Executive, Vickers Limited 

and Chairman of the Defence Industries Council. 
The Rt. Hon. The Lord Beswick, P.C., Chairman, British Aerospace. 
Admiral Sir Anthony Griffin, Chairman, British Shipbuilders. 
Mr. R. P. Hunt, Chairman & Chief Executive, Dowth Group Limited, and Dep- 

uty President, Society of British Aerospace Companies. 
Mr. R. H. Newham, Director, E.M.I. Limited; Deputy President, Electronic En- 

gineering Association; and Head of U.K. Delegation to the NATO Industrial Ad- 
visory Group. 

Mr. E. R. Sisson, Chairman Smiths Industries Limited and Treasurer, Society 
of British Aerospace Companies. 

Marshal of the RAP Sir Denis Spotswood, Vice Chairman, Rolls Royce Limited 
and President, Society of British Aerospace Companies. 

Sir Richard Smeeton, Secretary of the Defence Industries Council and Direc- 
tor, Society of British Aerospace Companies. 

Sir Robert Telford, Managing Director, GEC-Marconi Electronics Limited. 

OUTSIDE   WITNESSES 

Hon. Andrew J. Biemiller, Director, Department of Legislation, AFL-CIO. 
Mr. Oliver Boileau, President, Boeing Aerospace Co. 
Mr. Thomas Callaghan Jr., Director, Allied Interdependence Project, Center for 

Strategic and International Studies, Georgetown University. 
Mr. Walter R. Edgington, Vice President and Chairman of Export/Import 

Committee of Government Division of Electronic Industries Association (EIA). 
Mr. David J. Fitzmaurice, President, International Union of Electrical, Radio 

and Machine Workers. 
Mr. Karl G. Harr, President, Aerospace Industries Association of America, Inc. 
Dr. Helen M. Kramer, Assistant to the Director of International Affairs Depart- 

ment, International Association of Machinists and Aerospace Workers. 
Dr. Mordechai E. Kreinin, Professor of Economics, Michigan State University. 
Mr. David A. Leff, Executive Director, Joint Maritime Congress. 
Mr. Walter B. O'Neil, Vice Chairman, Export/Import Committee of Electronic 

Industries Association. 
Dr. Roger Shields, Vice President, International Unit of Economic Research 

Department, Chemical Bank of New York. 
Mr. Robert B. Wood, Director of Research and Education Department, Inter- 

national Brotherhood of Electrical Workers. 
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APPENDIX C 

DEPAKTMENT OF DEFENSE GLOSSAKY OF TERMS ' 
Term Definition 

Commonality A quality which applies to materiel or systems possess- 
ing like and interchangeable characteristics enabling 
each to be utilized or operated and maintained by 
personnel trained on the others without additional 
specialized training; and/or having interchangeable 
repair parts and/or components; and applying to 
consumable items interchangeably equivalent with- 
out adjustment. 

Compatibility    Capability  of two or  more items or  components  of 
equipment or materiel to exist or function in the same 
system or environment without mutual interference, 

Harmonization  The process and/or results of adjusting differences or 
inconsistencies to bring significant features into 
agreement. 

Interchangeability A  condition   which  exists  when  two  or  more  items 
possess such functional and physical characteristics 
as to be equivalent in performance and durability, 
and are capable of being exchanged one for the other 
without alteration of the items themselves or of 
adjoining items, except for adjustment, and without 
selection for fit and performance. 

Interconnection The linking together of interoperable systems. 
Interoperability  The ability of systems, units, or forces to provide serv- 

ices to and accept services from other systems, units, 
or forces and to use the services so exchanged to 
enable them to operate effectively together. 

Rationalization Any action that increased the effectiveness of Allied 
forces through more efficient or effective use of de- 
fense resources committed to the Alliance. 

Specialization An arrangement within an alliance wherein a member 
or group of members most suited by virtue of tech- 
nical skills, location, or other qualifications as- 
sume (s) greater responsibility for a specific task or 
significant portion thereof for one or more members. 

Standardization The  process  by  which  member  nations  achieve  the 
closest practicable cooperation among forces; the 
most efficient use of research, development, and pro- 
duction resources ; and agree to adopt on the broadest 
possible basis the use of (a) common or compatible 
operational, administrative, and logistics procedures 
and criteria; (b) common or compatible technical 
procedures and criteria; (c) common, compatible, or 
interchangeable supplies, components, weapons, or 
equipment; and (d) common or compatible tactical 
doctrine with corresponding organizational compati- 
bility. 

ifhe definitions contained In this glossary have been approved by the Department of 
Defense. 

In an effort to expand this glossary to Incorporate a number of terms used by Defense 
witnesses In their testimony before the subcommittee a request was made to include the 
following in the Defense Department glossary : 

Codevelopment. 
Coproductlon. 
Dual production. 
Family of weapons. 
Memorandum of understanding. 

As of the time this report was drafted, the Department of Defense had not provided 
definitions for the above terms. 
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APPENDIX D 

95TH CONGKESS 
2D SESSION H.R. 11607 

IN THE HOUSE OF EEPKESENTATIVES 

MARCH 16,1978 

Mr. PRICE (for himself and Mr. BOB WILSON)  (by request) introduced the 
following bill; which was referred to the Committee on Armed Services 

A BILL 
To further the rationalization, standardization, interoperability, 

and effectiveness of the land, air, and naval forces of the 

North Atlantic Treaty Organization countries. 

1 Be it enacted by the Senate and House of Representa- 

2 tives of the United States of America in Congress assembled, 

3 That section 814 of Public Law 94^106 (89 Stat. 540), as 

4 amended, is further amended by adding the following sub- 

5 section at the end thereof: 

6 " (d) (1)  In order to carry out the policy expressed in 

7 subsection  (a)  of this section, the Secretary of Defense is 

8 authorized, notwithstanding any other provision of law and 

9 with the foreign policy guidance of the Secretary of State 

10 to enter into and cany out standardization agreements on 
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1 a bilateral or multilateral basis with appropriate authorities 

2 of North Atlantic Treaty Organization countries and North 

3 Atlantic Treaty Organization subsidiary bodies for opera- 

4 tional cooperation and cross-servicing among the land, air, 

5 and naval forces of the North Atlantic Treaty  countries 

6 deployed in  Europe  and  its  adjacent  waters  and  North 

7 Atlantic Treaty Organization subsidiary bodies through the 

8 interchange of equipment, materials, goods, and other sup- 

9 plies   (excluding aircraft,  missiles,   naval  vessels,   tracked 

10 combat vehicles, other weapons, or naval torpedoes)   and 

11 services   (including use of facilities). Such agreements or 

12 implementing technical arrangements thereunder, may pro- 

13 vide for standard procedures and standard forms for such 

14 matters as intercountry requisitions, issues from inventory, 

15 transportation,  accounting,  billing,  payment,  risk of loss, 

16 and third-party liability claims. No requisition may be made 

17 or filled pursuant to this subsection by the Armed Forces of 

18 the United States until the Secretary of Defense has issued 

19 regulations   implementing   this   subsection.   In   accordance 

20 with the provisions of such agreements, and of any imple- 

21 menting technical arrangements thereunder, and subject to 

22 the implementing regulations issued by the  Secretary of 

23 Defense, and notwithstanding any other provision of law, 

24 requisitions by the land, air, and naval forces of other North 

25 Atlantic Treaty Organization countries deployed in Europe 
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1 and its adjacent waters, and requisitions by North Atlantic 

2 Treaty Organization subsidiary bodies, for equipment, ,ma- 

3 terials, goods, and other supplies and services in the inven- 

4 tory, or othenvise under the jurisdiction and control, of the 

5 Armed Forces of the United States  deployed in Europe 

6 and its adjacent waters may be filled, and the Armed Forces 

7 of the United States deployed in Europe and its adjacent 

8 waters may, subject to the availability of funds, requisition 

9 from the land, air, and naval forces of other North Atlantic 

1C Treaty    countries,    and   from    North    Atlantic    Treaty 

11 Organization    subsidiary    bodies,    equipment,    materials, 

12 goods, and other supplies and services whether from internal 

13 resources of such forces or bodies, or whether procured by 

14 such forces or bodies for the purpose of filling requisitions 

15 of the Armed Forces of the United States: Provided, That 

16 equipment, materials, goods, and other supplies transferred 

17 on other than a rent-free short-term loan basis not to exceed 

18 thirty days, and services rendered, may be provided by the 

19 Department of Defense only on an advance-of-funds or reim- 

20 bursement basis. 

21 "(2) Pricing of equipment, materials, goods, and other 

22 supplies and services provided by the Armed Forces of the 

23 United States pursuant to such agreement shall be in accord- 

24 ance with the provisions of the Arms Export Control Act: 

25 Provided, That pricing of services rendered by the Armed 

B 
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1 Forces of the United States pursuant to such agreements may 

2 alternatively be in accordance with pricing principles estab- 

3 lished in such agreements, to the extent that such pricing 

4 principles are in accordance with those used under the Econ- 

5 omy Act  (31 U.S.C 686)  for filling orders for services 

6 between United States departments and agencies and are 

7 reciprocally applied by the other parties to the agreements. 

g "{3) Such agreements, or implementing technical 

9 arrangements thereunder, shall require, to the extent requi- 

1fl sitions are not filled on an advance-of-funds basis, reimburse- 

.^ ment of billings at least quarterly, and may provide for 

12 billings to be settled by any of the following methods: 

..„ (A) direct payment by the requisitioning force or subsidiary 

JM body of each billing to the financial office specified in the 

15 billing of the supplying force or subsidiary body, without 

jg deduction for off-setting billings; (B) direct payment by the 

17 requisitioning force or subsidiary body of each billing to the 

jg financial office specified in the billing of the supplying force 

g or subsidiary body, subject to deduction for off-setting billings 

90 against each such financial office; (C) bilateral aggregation 

„. of billings on a country-by-country and subsidiary body basis 

22 and settlement of bilateral off-setting balances by means of 

23 liquidating payments; and (D) centralized multilateral ag- 

04 gregation of billings and settlement of net off-setting balances 

2jr by means of liquidating payments to creditors. 
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1 " (4) The regulations issued by the Secretary of Defense 

2 shall assure that no appropriation, account, or fund of the 

3 Department of Defense shall be augmented to the detri- 

4 ment of any other appropriation, account, or fund of the 

5 Department of Defense as a consequence of such standard- 

6 ization agreements. To this end, the dollar value of equip- 

7 ment, materials, goods, and other supplies and services fur- 

8 nished or received by the Armed Forces of the United States 

9 under such agreements shall be separately recorded on the 

10 books of each applicable appropriation, account, or fund of 

11 the Department of Defense, and, to the extent that billings 

12 are settled between the Department of Defense and other 

13 countries or subsidiary bodies by deduction  of off-setting 

14 balances, appropriate reimbursement in the amount of such 

15 off-setting balances shall be made between appropriations, 

16 accounts, or funds of the Department of Defense. Any pay- 

17 ments from other North Atlantic Treaty Organization coun- 

18 tries or subsidiary bodies, including payments received in 

19 liquidation of off-setting balances, shall be credited to the 

20 currently applicable appropriation, account, or fund of the 

21 Department of Defense that is current at the time the reim- 

22 bursement is earned, and shall, together with reimbursements 

23 between appropriations, accounts, or funds of the Depart- 

24 ments of Defense, be available for any purpose for which 

25 monies in such appropriation, account, or fund may be used. 

B 
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1 "(5)   The United States Government shall be a self- 

2 insurer as to any liability accepted in such standardization 

3 agreements with respect to loss of or damage to, or damage 

4 caused by, equipment, materials, goods, or other supplies on 

5 temporary loan to the Armed Forces of the United States 

6 under such agreements. 

7 " (6) The Secretary of Defense shall submit to the Con- 

8 gross annually, not later than January 31 of each year, 

9 commencing on January  31,  1979, a description of the 

10 standardization  agreements  entered into  pursuant to  this 

11 subsection which were effective during the preceding oal- 

12 endar year, a report of the dollar values of transactions, by 

13 military department, and by appropriation, account, or fund,. 

14 which took place during such calendar year, and his recom- 

15 mendations for the improvement and extension of authorities 

16 contained in this subsection. 

17 "(7)  Nothing in this subsection is intended to modify 

18 or otherwise restrict any authority provided in other pro- 

19 visions of law which may be exercised to serve the purposes 

20 of this subsection. 

21 " (8) For the purpose of this subsection, the term 'land, 

22 air, and naval forces of other North Atlantic Treaty Organi- 

23 zation  countries'  includes  both  military  and  nonmilitary 

24 organizations, agencies, departments, and ministries of North 

25 Atlantic Treaty countries which perform service and supply 
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1 functions related to military purposes, and may include such 

2 civilian organizations, agencies, departments, and ministries, 

3 which are responsible for such governmental functions as 

4 construction, finance, labor, and general or special services.". 

4-91 



57 

95TH CONGRESS 
2D SESSION H. R. 12837 

IN THE HOUSE OF REPEESENTATIVES 

MAT 23,1978 

Mr. PEICE (for himself and Mr. BOB WILSON)  (by request) introduced the 
following bill; which was referred to the Committee on Armed Services 

A BILL 
To amend title 10, United States Code, to authorize waiver of 

application to certain laws in connection with the acquisition 

of property or services from friendly foreign governments and 

international organizations to facilitate cooperation relating 

to defense equipment, and for other purposes. 

1 Be it enacted by the Senate and House of Bepresenta- 

2 tives of the United States of America in Congress assembled, 

3 That chapter 131 of subtitle A of title 10 of the United States 

4 Code, as amended, is further amended by adding after section 

5 2211: 

6 "§2212. Acquisition from other governments and  inter- 

7 national organizations 

8 "(a) (1) The Congress reaffirms that it is the policy of 

9 the United States that the common defense be facilitated 
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1 through (A^ arrangements entered into with friendly foreign 

2 governments and intematkmal organizations for programs 

3 and projects of cooperative exchange of data, research, devel- 

4 opment, production, procurement, and logistics support and 

5 (B) the procurement, for the use of personnel of the armed 

6 forces of the United States stationed in Europe under the 

7 North Atlantic Treaty, of equipment which is standardized 

8 or interoperable with equipment of other members of the 

9 North Atlantic Treaty Organization. 

10 "(2)  The Congress takes note, however, that difficul- 

11 ties have been encountered in giving effect to requirements 

12 of United States law in procurements by the United States 

13 from other governments and international organizations of 

14- property and services in furtherance of the foregoing policies. 

15 It is the sense of the Congress that the fostering and main- 

16 tenance of the effective and mutually beneficial defense re- 

17 lationships needed for execution of these policies requires 

18 that the Secretary of Defense be enabled through the author- 

19 ity of this section to resolve such difficulties In a manner 

20 which will recognize the sovereign Interests of other govem- 

21 ments  and international organizations and also  safeguard 

22 the national Interest of the United States. 

23 " (b) The Secretary of Defense, or his delegate, may for 

24 any purchase  of or  contract   (including any  subcontract 

25 thereunder), or classes of purchases or contracts, for prop- 
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1 erty or services to be made from a foreign government (or 

2 agency thereof) or international organization (or subsidiary 

3 bodies thereof)  waive the application of any provisions of 

4 law specifically prescribing procedures to be followed in the 

5 formation of contracts, terms and conditions to be included 

6 in contracts, requirements for or preferences to be given to 

7 goods grown, produced, or manufactured in the United States 

8 or in United States Government-owned facilities or for serv- 

9 ices to be performed in the United States, or regulating the 

10 performance of contracts, if he has determined that— 

11 " (1) The purchase or contract to which the waiver 

12 relates will be in the furtherance of one or more of the 

13 policies stated in subsection (a) (1) of this section. 

14 "(2)   Consonant with subsection   (a) (2)   of this 

15 section, such waiver is desirable under principles  of 

16 comity and reciprocity applicable to purchases and con- 

17 tracts  among  governments  and  international  organi- 

18 zations. 

19 "(3) The waiver will facilitate the accomplishment 

20 of the policies stated in subsection (a) (1) of this sec- 

21 tion and is otherwise in the public interest. 

22 "(c)  Notwithstanding any other provision of law, the 

23 authority of subsection (b) may not be delegated below the 

g4 level of the Head of any agency within the Department of 

25 Defense. 

4-94 



4 

1 " (d) Within sixty days after the end of each fiscal year, 

2 the Secretary of Defense shall report to the Congress on the 

3 waivers made during the fiscal year pursuant to the authority 

4 of subsection (b). 

5 "(e)  Nothing in this section is intended to modify or 

6 otherwise restrict any authority provided in other provisions 

7 of law which may he-exercised to serve the purpose of this 

8 section. 

9 " (f) No law hereafter enacted may be held, considered, 

10 or construed as amending any provision of this section, unless 

11 such law does so by specifically and explicitly amending or 

12 superseding a specific provision of this section.". 
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'>%<C2^§/ WASHINGTON, D.C.  20301 
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1 MAR 1979 

Honorable Dan Daniel 
Chairman, Special Subcommittee 

on NATO, Standardization, 
Interoperability, and Readiness 

Committee on Armed Services 
House of Representatives 
Washington,  D, C.    20515 

Dear Mr. Chairman: 

I have reviewed the report of the NATO Subcommittee and was 
disappointed to find that much of the testimony offered by 
Department cf Defense (DoD) witnesses--teatimony central to 
your Subcommittee's line of inquiry--i8 not reflected in the 
report.    Secretary Brown, Ambassador Komer, and I, as well 
;-.8 other DoD officials,  gave extensive testimony, both verbal 
and written, to the Subcommittee In the belief that a clear view 
of the Department's plans was essential to your findings.    Yet, 
I find that the report reflects an inaccurate and largely out-of- 
date view on our actual plans and programs for armament 
cooperation.    These plans are stated concisely in my written 
statement submitted to the Subcommittee on 16 November 1978. 

We recognise that many of our concepts of NATO cooperation 
are in the early formulative stage.    For that reason, we have 
exerted special effort to develop these concepts in close asso- 
ciation with the Military Services and our NATO Allies, and in 
consultation with industry.    I believe that the criticism which 
the report levels at our efforts at this early stage is premature, 
and I am concerned over the unfavorable impact which the 
report could have on the credibility of these efforts before they 
have been given a fair chance. 
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We believe that the report would have been far more constructive 
were it to have pointed out that there are differing viewpoint* on 
cooperative arms development,  that many of our initiatives are 
exploratory in nature, and that our hope io for solutions to the 
questions raised by the hearings through the interest and cooper- 
ation of a concerned public.    By leaving out a balanced view, the 
report not only sends negative signals to our Allies, but adds 
further confusion and divisiveness in an already complex area in 
which real progress is just beginning to be made. 

I am enclosing more detailed comments on the findings, conclu- 
sions, and recommendations of the report.    I sincerely hope that 
in the months to come, our relationship with your Subcommittee 
can be more productive. 

Sincerely, 
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Department of Defense Comments 

on the 

FINDINGS AND CONCLUSIONS 
of the 

DRAFT REPORT 

Special Subcommittee on NATO Standardization, 
Interoperability,   and Readiness 

of the 
Committee on Armed Services 

House of Representatives 
95th Congress 

Second Session 

Standardization,   Interoperability,   and Arms Cooperation 

Par.   1.    DoD is unable to define clearly many terms it uses. 

All definitions which the Subcommittee requested were furnished 
in a letter from Dr.   Perry to Chairman Price on 13 February 1978.    It is 

significant that a number of the newer terms have not as yet gone through 
the formal DoD definitional process of official terms.    Many of the terms 
are used by DoD because they were first used by Congress in the Culver- 
Nunn legislation.     They have since been defined in the annual report 
required by that legislation.    All have become accepted terms in the NATO 
lexicon,   and their utility in or out of DoD is not diminished because they 
have not as yet gone the full cycle of the official definitional process. 

Par.   2.    The basic rationale for arms cooperation is that it will reduce 
duplication and increase efficiency of defense expenditures. 

The finding is not a correct statement of the basic rationale for 
arms cooperation.    In his written statement of 1 6 November  1978 to the 
Subcommittee,   Dr.   Perry stated that "an improved program of cooperation 
in development and procurement .   .   .   (has) the clear objective of improved 
combat force effectiveness  .   .   . ".    Ambassador Komer,   in his testimony 
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before the Subcommittee,   said that Rationalization/Standardization/Inter- 
operability "are,  or ought to be,  military issues first,  and economic or 
political issues only second,  because the military need is overriding. " 
Reduced duplication and increased efficiency contribute to the military 
objective. 

Par.   3.    Significant cost savings are unlikely. 

This $3 billion potential savings equates to about 20% of the 
Alliance R&D budgets.    This is a significant potential savings in R&D alone. 
In addition,  the Alliance will gain operational,   production,  and technology 
benefits. 

Par.  4.    No witness who appeared before the Subcommittee suggested there 
would be any immediate savings as a result of arms cooperation. 

Dr. Perry testified before the Subcommittee on 22 June 1978 that 
approximately $250 million could be saved on the coordinated development 
of the anti-tank package alone  (pp.   876-877,   Transcript). 

Par.   5.    Culver-Nunn Amendment is  "confusing." 

The Department's NATO initiatives are keyed to the broad guide- 
lines of the Culver-Nunn Amendment.    Some of the provisions are broad, 
but the amendment addresses a subject that involves a complicated Alliance 
covering every conceivable operational,   logistics,   and acquisition function 
involved in the defense of the Alliance. 

Par*   6.    Arms cooperation as a concept does not necessarily imply that the 
policy of standardization and interoperability as passed in the 
"Culver-Nunn" amendment would be most effectively implemented. 

We do not hold that arms cooperation is the only road to standardi- 
zation and interoperability,  but some measure of arms cooperation is 
necessary to achieve standardization and interoperability. 

Par.   7.     The only efficient and equitable mechanism will be to select equip- 
ment competitively. 

Competition is a cornerstone of our acquisition policy.    While we 
cannot impose our policy on other sovereign countries in an international 

4-99 



alliance,  our programs are designed to encourage our Allies to compete. 
As Secretary Brown said in his statement to the Subcommittee on 21 
September 1978,   "Our goal is to maintain and strengthen our own competi- 
tive procurement system by allowing our Allies to participate and to 
increase the effectiveness of the Alliance as a whole by influencing our 
Allies in turn to open up their own national programs to U.S.  participation." 

Par.   8.    MOU's are DoD/MOD understandings which do not bind Congress. 

These MOU's are intended to facilitate the competitive procure- 
ment process in each country of the Alliance by reducing national restric- 
tions.    Purchases made under these MOU's utilize funds authorized and 
appropriated by the Congress. 

Par.   9.    DoD does not have a single definition of "the two-way street." 

The term describes an evolving set of relationships and processes 
to vastly improve the Alliance arms  cooperation.     The desired traffic on 
this  "street" will vary widely among countries and projects.    The Com- 
mittee prefers using total defense trade instead of defense equipment trade 
as a criterior,   since the former favors us; but the former ignores the 
massive Host Nation Support the Allies give us free (probably on the order 
of $2 - 3 billion).    Moreover,   the total trade balance favors us,  not Europe. 
Disruption in the two-way street effort would probably mean fewer 
European purchases of U.S.  equipment,  and less use of superior U.S. 
technology in the common defense. 

Fa-r.   10.    The term "two-way street" is a political device to secure economic 
benefits,   such as  "economic offsets," for European industries. 

Attributing this statement to "some U.S.   defense officials," is 
inaccurate.    It is not supported in the testimony cited nor in the report. 
Secretary Brown stated in his testimony before the Subcommittee that, 
"Our purpose is not to seek a 'two-way street' regardless of cost or capability, 
but rather to remove artificial barriers to rational defense procurement. 
There are no quotas on the two-way street .   .   . ".    Moreover,  the statement 
in the report ignores the official DoD policy against offsets,   as enunciated in 
Secretary Duncan's memorandum of 4 May 1978. 

4-100 



Par.   11.    Family of "Weapons is formless and undefined.    It is designed to 
eliminate competition. 

The Family of Weapons is an evolving concept.    It does not lend 
itself to a neat and precise formula.    Describing it in his statement before 
the Subcommittee on 16 November 1978,  Dr.  Perry said,   "There are 
important details to be worked out before we can begin development under 
the Family of Weapons Concept. "   It is certainly not designed to   eliminate 
competition.    Dr.   Perry went on to say,   "We will select the U.S.   prime 
contractors,   subcontractors,  and European subcontractors on a competitive 
basis to insure the best technology and lowest cost in the resulting system." 
(emphasis supplied) 

Par.   12.    U.S.   industry and labor are confused about the Family of 
Weapons concept. 

While the FOW concept is new,  there is substantial and growing 
agreement on the broad concept,  as well as the implementing guidelines and 
procedures.     DoD representatives met with officials of other major NATO 
countries in Paris in December to negotiate  initial guidelines currently in 
coordination in the countries.    The Defense Science Board (DSB),  with 
extensive industry participation,  has recently concluded a study to formulate 
a model FOW/MOU and two MOU's related to specific families.    Drafts of 
this effort are circulating among the countries involved and will be discussed 
with them in future meetings.     Dr.   Perry and other top OSD and Service 
officials have discussed the concept in detail in other industry fora,  notably 
an ADPA sponsored day-long symposium in December.    As a result of these 
efforts,   the implementation of the concept is proceeding rapidly,   and there 
is certainly no evidence from our discussions with industry that they are 
not supportive.    We intend to continue such close interface with industry on 
the FOW as a* concept. 

Par.   13.    International arms cooperation involves considerations beyond 
the jurisdiction of DoD alone. 

Dod would not quarrel with that statement.    Secretary Brown,   in 
his testimony before the Subcommittee,   said,   "I pledge that the Department 
of Defense in turn will work closely with the Congress,  and with the Chair- 
man and members of this Committee,   to describe the Alliance'approaches 
we are taking,  and to explain the results for your review. " 
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Readiness Initiatives 

Par.   1. 

JCS,  SACEUR,   CINCCENT,   etc.,  did not say that NATO's present 
conventional defense capability is  "extremely doubtful. "   Nor did the Com- 
mittee have time to really assess this complex question. 

Par.   2. 

We made 3% in real budget growth in our Defense budget for NATO 
in 1978,  fell short in 1979,  and have requested it for  1980. 

Par.   3. 

It is inaccurate to say the LTDP will have little impact on NATO 
readiness until the  1990's.    Most of the  120 measures are to be carried out 
before the 1990ls,  many before  1985.    It is also wrong to say that LTDP 
"cannot be translated into national procurement plans ..." when pre- 
cisely this process is actively under way right now.    In his testimony 
before the Subcommittee,  Secretary Brown said,   "The LTDP has been put 
in motion,  and NATO now is completing arrangements to monitor program 
performance."   We know the LTDP has far to go.    The long-term Defense 
Plan is,   after all,  a plan for the long term. 

Legislative Proposals 

The Committee should acknowledge that DoD has already agreed in its 
testimony to resubmit both H. R.   11607 and H.R.   12837 in more restrictive 
form. 

Recommendations 

Par.   1.    Review of Culver-Nunn Amendment. 

DoD has presented a "sense of Congress" resolution to the Subcom- 
mittee  (completely different than that which appears in the body of the report) 
which would cover areas not covered by Culver-Nunn. 
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Par.   2.    Coordination of Procurement Procedures for Arms Cooperation 
by the Executive Branch. 

International arms cooperation is fundamentally a problem for 
Defense with assistance from the State Department.    The Culver-Nunn 
Amendment to the FY  1976 and FY  1977 DoD Appropriation Authorization 
Acts is addressed to the Department of Defense.    It recommends the 
Secretary of Defense take certain actions and grants him certain authority 
to enter into special acquisition arrangements peculiar to Defense.    The 
various initiatives undertaken by Defense in the acquisition and contracting 
area for arms cooperation are peculiar to Defense within all applicable laws 
and regulations and are not programs which require detailed coordination or 
approval by the Administrator of Federal Procurement Policy. 

Par.   3,    Government-to-Government Agreements. 

We agree such agreements should not be proliferated beyond what 
is essential; but military requirements,   and hence cooperative weapons 
programs,  are initiated by governments,  not by private industry.    Industry 
must work out firm-to-firm contracts and licenses within the framework of 
those agreements.    DoD is working very hard in the NATO forum to develop 
guidelines to enable companies to conclude international industrial agree- 
ments.    CNAD efforts in the area of intellectual property is one example of 
such efforts. 

Par.   6.    Annual Reporting of NATO Readiness and Defense Budgets. 

A NATO readiness overview is contained in the Secretary of Defense 
Annual Report for FY  1980 and the annual DoD report to Congress dated 
January 1979 on Rationalization/Standardization Within NATO. 

Par.   8.     Requirement for Legislation to Increase Host-Nation Support. 

As previously mentioned,  a revised legislative proposal for host- 
nation support is being coordinated by OMB and will be forwarded to Con- 
gress shortly.    The proposal and the forwarding letter spell out in detail 
how the legislation will work,   including a requirement for a yearly report 
to Congress from the Secretary of Defense. 
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FOKEIGN COLLABORATIONS IX WEAPONS STSTEMS DEVEI^PMENT/ 
PnODUCTION 

In December 1977, the Commiltee directed its Surveys and Investi- 
gations Staff to conduct a study of licensing agreements involving 
production of I'.S. military equipment in foreign countries, the 
manufacture of foreign-developed weapons systems in the United 
States, and the problems inherent in these licensing arrangements. A 
report was submitted to the Committee on April 30,1079. The Commit- 
tee considers this report to be a very professional and objective expose 
of the many problems inherent in developing licensing agreements with 
foreign countries as the Department of Defense moves into the area 
of rationalization, standardization, and interoperability with our 
NATO allies. The essential elements of this report follow. 

During the. 30-year period immediately following "World War II 
the United States furnished more than S:21 billion in military assist- 
ance to NATO nations. This assistance not only allowed for the re- 
covery of the industrial base in these nations, but had a secondary 
benefit of ensuring a partial standardization of NATO armaments. 

As the economies of these nations recovered and our military as- 
sistance to thc-m decreased, partial standardization continued through 
purchase of U.S. weapons and more recently through licensing ar- 
rangements. This evolution has been undertaken by the Europeans 
to increase their industrial base, stabilize their employment and to 
obtain new technolo^}'. 

By the 1950's. the European industrial base had recovered suf- 
ficiently to permit, joint development and production of exclusively 
European weapon systems. These endeavors have continued into the 
1970,s and have had an adverse cflcct on NATO standardization be- 
cause, not only has the United States not participated in these programs 
but, often these programs have been limited to only tvro or three of the 
larger European countries. These collaborations were not driven by 
a desire for standardization, but by the high costs of weapons de- 
velopment and production. 

Each European nation had its own national priorities, require- 
ments and capabilities, and as a result NATO was faced with a pro- 
liferation of different weapons systems. This in turn has lead to an 
increased interest within NATO in rationalization, standardization 
and interoperability (USD of these systems. U.S. Government oflicials 
have long expressed the importance of these principles. This was 
underscored by the U.S. Congress in attaching the Culver-Nunn 
Amendment to the DOD Appropriation Authorization Act for fiscal 
year 1975 and requiring annual reports on the military and economic 
costs associated with nonstandardization. The DOD Appropriation 
Authorization Acts for fiscal year 1970 and fiscal year 1977 also con- 
tained provisions calling for the interoperabilitv of equipment within 
NATO. 

Sl-tiO  0-79-19 
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THE  TWO-WAV   STREET 

European countries have boon applying morp and more pressure 
on tho United Stales to adopt what is referred to as the "two-way 
street." This concept has been advocated on both sides of the Atlantic 
but it has been ill-defined and minimal progress has been made in 
achieving it. In some minds a "two-way street" means equal sales 
traffic in both directions between the United States and Europe. I)()l) 
officials believe that the United States and Europe should buy military 
equipment from each other whenever it is needed to improve the com- 
bat, effectiveness of XATO. and that the "two-way street" should not be 
based on offsets. Others limit the concept to include only defense related 
transactions while some apply it only to military hardware. Depending 
on which definition one chooses to endorse an inequity of sales favoring 
either Europe or the United States can be demonstrated. As an exam- 
ple, during the period 1074-1977 arms sales to Europe averaged $949.7 
million per year whereas DOI) procurement from NATO Europe dur- 
ing that period averaged only $86.3 million annually. In contrast, if all 
defense transactions (construction, repair, supply, training, services 
and personal consumption of U.S. servicemen) are included in the 
comparison the U.S. balance of defense trade reflects almost a $7 billion 
shortfall from 1973-1977. 

To offset the quantitative superiority of the Warsaw Pact nations, 
NATO countries must maintain their qualitative advantage by obtain- 
ing maximum efficiency through reduction of needless duplication in 
development programs. NATO must pool the $12 billion U.S. research 
and development effort and the $4 to $5 billion European expenditure. 
and realize $16 billion in combined, rather than duplicative, results. 

FAMILY  OF  ■WEAPONS  CONCEPT 

One approach to this problem which is currently being advocated by 
the U.S. Government is the "family of weapons" concept. This ap- 
proach calls for the NATO member nations to examine the weapons 
that they plan to develop in the next few years and to aggregate these 
weapons by application. When two or three systems are identified that 
perform similar missions, an agreement would be made to divide the 
responsibility, with one party developing a long range version and 
the other a mid- or short-range version. It is anticipated by DOD 
officials that such divisions will be made among the United States, 
Canada, and European consortia. When development is completed. 
each country would make their developments available to the other 
participants for licensed production or two-way purchase from each 
other to insure cost effective production runs. 

NATIONALISTIC  OBSTACLES 

Although both President Ford and President Carter have addressed 
the importance of standardization and interoperability a.s a means of 
eliminating duplication and waste within NATO, the controlling mo- 
tivations which have brought about arms collaborations have had lit- 
tle to do with these objectives. A lack of consensus within NATO on 
common requirements and an inability to develop an equitable dis- 
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tribution of the workload are two of the major nationalistic obstacles 
which inhibit elimination of this duplication of effort. 

The United States has a well-established policy of maintaining 
within this country, the capability to produce all of the components 
of its weapons systems when this is considered necessary by the Secre- 
tary of the Military Department involved. The statutory authority 
for (his policy is 10 USC 2304(a) (16) which forms the basis for De- 
fense Acquisition Regulation sections 3-216 and 1-2207.2, 3, and 4. 
France also has a policy which is aimed at keeping that country 
independent and free from outside pressures. 

This insistence upon an independent defense capability can be af- 
forded only by the more industrially developed countries and the less 
developed a country is in this regard, the more receptive it is to divid- 
ing up the work of providing for the defense of XATO and its own 
country through collaboration with the other members of the Alliance. 
The smaller countries which cannot afford an independent defense 
industry want to collaborate in order to maintain the capabilities 
which they have and possibly improve upon them. National pride 
and a desire to keep the work force employed prompt all of the Euro- 
pean countries in the Alliance to choose the weapons which are pro- 
duced in their homeland even if they are not the best available systems. 
The Investigative Staff was told throughout the survey both" in the 
United States and Europe that a greater priority to the Europeans. 
than the elimination of duplication and the savings to the NATO 
Alliance, is their concern to keep their work force employed without 
causing any drastic fluctuations in its size. 

COLLABORATION   IN   rRODtJOTION 

Production collaborations between the United States and Europe 
achieve the limited advantage that the participating countries, but 
not necessarily all of NATO, end up with substantially the same weap- 
ons systems. This type of collaboration does little to procure for the 
NATO Alliance the strongest possible defense force for the total funds 
available. On the contrary, this type of production collaboration actual- 
ly costs the NATO countries substantially more than if they had 
purchased the systems directly from the producing nations. These, 
additional costs, primarily incurred in establishing duplicate produc- 
tion facilities, tooling, test, equipment, and training employees for the 
production work along with the additional time lost in setting up the 
production capabilities, seems to be inherent in all cases of this type of 
collaboration. This is true whether the system is developed in the 
United States or is European made. Numerous illustrations regarding 
the Sparrow. Hawk. NATO AWACS, Stinger, F-16, Harrier AV-8A, 
Roland, and F—5 are provided. 

It is important to note that in cases where few duplicate production 
linds serve a large number of procuring countries, the share of the R&D 
costs to be assumed by each country is substantially reduced and the 
number of items produced by each production line is substantially 
increased. As a result, the cost per unit for each country is also reduced. 
The Investisjatire Staff has been told that coproduction increases the 
total costs to about 150 percent of the total costs of procuring the total 
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number of units from a single production line. Under the coproduc- 
tion arrangement, however, the cost of each country becomes about 
75 percent of independent production in its own country. 

COLLAliORATION   IN   DEVKLOPMENT 

NATO countries are not only interested in maintaining and strength- 
ening their production capabilities but they are also vitally interested 
in developing their design and R&D capabilities. This has lead to a 
European emphasis on expanding collaboration to include the devel- 
opment phase. In cases where the United States has not shown an inter- 
est in including the Europeans in the development phase, many times 
these countries have elected to develop a competing system of their own 
and RSI has suffered. Allowing the European countries to participate 
in the development phase has the dual advantage of providing a 
smoother program transition into the production phase and also assures 
better compatibility of the system with related systems already existing 
in these countries. Once again it must be emphasized that in order to 
reap these benefits the countries involved must come to an agreement on 
common requirements. 

Codevelopment projects also greatly increase the costs and lengthen 
the schedule over programs in which development is conducted unilat- 
erally by one country. This fact was substantiated in numerous inter- 
views both in the United States and in Europe. If it is assumed, how- 
ever, that the program will involve coproduction at some future date 
then several officials contacted are of the opinion that advantages in 
cost and transition into production are achieved by extending the col- 
laboration to the development phase. 

PREREQUISITES   TO   SUCCESSFUL   JOINT  DEVELOPMENT 

Two prerequisites cited which are necessary to achieve a successful 
joint, development program are establishment of joint military require- 
ments and avoidance of programs where decisionmaking at the con- 
tractor level is done by committee or on a co-prime contractor basis. 
The point was emphasized that it is absolutely necessary that one 
contractor bo chosen wlio is clearly in charge and who can make deci- 
sions without having to attain unanimous consensus. In establishing 
common requirements, the countries involved must come to an agree- 
inent both on what capabilities the system must have and when it will 
be needed. 

SECURITY  AND  PROTECTION   OF PROPRIETARY  RIGHTS 

The protection of the technology involved in the development and 
production of weapons systems is maintained to prevent this informa- 
tion from .coming into the possession of a country's enemies. This pro- 
tection may also be used to further the political, policy and economic 
objectives of the country, and to protect the technology developed and 
owned by the country's industries from wrongful use by others. 

The maintenance of such security, regardless of the objective for 
which it is being maintained, presents problems which make collabo- 
ration in the acquisition of weapons systems difficult. Experiences 
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of some Europt-an contractors with the security precautions of the 
United States have caused frustration and embittennent in some cases 
and have tended to discourage collaboration with the United States. 

U.S. contractors complain that it is difficult, if not impossible, to 
limit tlie transfer of technology to specific companies or countries 
when you are dealing with the Europeans because of the maze of 
cross-ownership arrangements which exist in Europe and which ex- 
tend beyond national borders in many cases. Some U.S. Government 
officials felt that the United States should not export a system to any 
foreign country for which we do not have a defense in our own arsenal. 
U.S. contractors" concerns are not as all encompassing, however, and 
deal more with insuring that they are rightfully compensated for the 
technology exchanged. 

U.S. contractors pointed out a distinction between protecting tech- 
nical data involved in production and those which are involved in 
research and development. Many feel that once a system has reached 
the production stage it is "old technology" and it is not harmful 
to U.S. interests to offer it for export. This is true, they maintain, 
because in giving away this technology- the United States should be 
working on new techniques to replace this "old technology," and this is 
the, information which should be protected. This is the principal reason 
that U.S. contractors, if they can avoid it, do not want to become 
involved in collaboration during the R&D phase. This reluctance on 
the part of the United States is driving Europeans to enter into R&D 
ventures of their own, thus causing duplication of effort and minimiz- 
ing standardization. 

COXFLICTIN-Q   ECONOMIC  INTERESTS 

Another major problem which hinders collaboration is the conflict- 
ing economic interests of the NATO Alliance countries as they com- 
pete for a share of the world market in arms sales. Arms exports are 
absolutely essential to European countries in order to make these 
ventures'profitable. Although all NATO nations have some restric- 
tion on what countries are eligible to buy weapons, the regulations of 
the United States are the most, stringent. Because of their absolute 
dependence on third countrv sales. European nations are reluctant 
to collaborate with the United States on systems when these sales 
will be severely restricted. 

In cases where NATO European nations are the recipient of U.S. 
technology-, they want to know early in the program to whom they 
will bo able, to sell the system. In cases where the technology is coming 
to the United States, the Europeans are, not too concerned about, the 
production which takes place in the United States to satisfy its own re- 
quirement. However, Europe is painfully aware that U.S. production 
techniques are far more economical than those found in Europe and 
by transferring technology to the United States they may be creating 
a'competitor for third country sales. 

The extended production runs which reduce unit prices, the recent 
changes in the exchange rate of the dollar, the broad technological 
base, the large number of contractors available to compete, and the 
higher European labor costs contribute to this competitive advantage 
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of the United States. U.S. industry is naturally concerned with main- 
taining its position in the n-orld market, and complainls have been 
received by the Investigative Stall" that the U.S. Government, in its 
all-out effort to establish collaborations with its NATO Allies, has 
not given adequate consideration to the legitimate interests of U.S. 
industry. 

One of the major problems which the United States faces in its 
efforts to enhance collaboration with NATO Europe is insuring that 
competition remains an integral part of arms transactions. An equal 
flow of arms sales between Europe and the United States (one version 
of the "two-way street") ignores considerations of reduced costs and 
elimination of wasteful duplication which are the primary objectives 
of standardization. In other words, the restraints on trade and com- 
petition which are necessary to insure, an equal flow of trade can lead 
to lower quality and higher prices. Rather than trying to guarantee 
such an equal flow, the United States appears to be. following a policy 
of improving the opportunities for the European countries to com- 
pete with U.S. industry. 

OBSTACLES  TO   COMPETITION 

As previously noted several obstacles exist which prevent achieve- 
ment of this competition. The "technology gap" between Europe and 
the United States, the labor costs in Europe, the employee workmc; 
conditions which must be maintained there, and the economies which 
are realized from the much larger production base in the United States 
are the more notable of these obstacles. These, when coupled with secu- 
rity restrictions and procurement regulations, strongly inhibit the 
ability of Europe to compete with American industry. 

MEMORANDA  OF  UNDERSTANDING 

The United States has entered into a number of Memoranda of 
Understanding (MOUs) in an effort to improve, European opportu- 
nities, DOD officials emphasized that these, MOUs create a climate for 
transatlantic industrial cooperation which can improve, both U.S. and 
European opportunities to enhance the "two-way street" concept. 
Under these MOUs certain requirements of U.S. law and regulations 
are waived or made more flexible, in application to European countries 
with which the agreements have been made. The MOUs do not relax 
the securitv restrictions of the DOD and the requirements of the Inter- 
national Traffic in Arms Regulations, but they do provide that under 
no circumstances will unusual technical or security requirements be im- 
posed solelv for the purpose of precluding the procurement of defense 
items from' the foreign country. These MOUs were negotiated sepa- 
rately but all contain substantially the same provisions. They are cur- 
rentlV in effect with the United Kingdom (1975), Norway. Italy, the 
Netherlands. France, and the Federal Republic of Germany (all 1978), 
andPortuiral (1979). 

Many officials contacted by the Investigative Staff were not opti- 
mistic about the success which would be derived from these MOUs. 
Members of the Defense Science Board 1978 Summer Study felt that 
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these MOT's would not make competitors out of European industry 
and would only pive tlie Europeans false hopes and expectations. In 
this regard they felt the MOUs would do more harm than good. Other 
officials commented upon security restrictions as major impediments 
to competition and since these MOUs do not address this problem 
they do not expect the sit nation to improve. 

EUROPEAN  SOLE SOURCE  CON'THACTS INEFFECTIVE 

Some European officials went so far as to say that if standardization 
of weapons systems is important enough, then the United States 
should be willing to give up its insistence upon competition in procure- 
ment and be willing to negotiate a share of its procurements from 
European sole sources. This appears to be tantamount to saving that if 
the United States is interested in saving money in equipping NATO, 
then it must reconcile itself to using more, costly procedures. A more 
sensible approach for the. Europeans to follow, if they desire to sell 
weapons systems in the United States*- is to confine their efforts to 
systems which U.S. contractors cannot offer. If such a system has al- 
ready been developed by a European country, and numerous examples 
have been pointed out to the Investigative Staff, then it should be 
able to save the United States substantial R&D expenditures and 
thereby make it price competitive with that of U.S. contractors pro- 
posing to develop such a system. 

OBSTACLES TO EXJBOPEAX COMPETITIOX 

Europeans feel the reasons that the United States has shown little 
inclination to save money by filling gaps in its weapons systems in- 
ventory by procuring already developed systems of other countries are 
twofold : first, the impression exists within the United States that high 
technology means only American technology; second, the continuing 
debate of whether it is more beneficial to select a matured or almost 
mature system or whether R&D promising an improved system at some 
future date should be initiated. 

OMIJ   CIRCULAR A-109   CONFLICTS   WITH   EUROPEAN   ACQUISITION 

PROCEDURES 

A new policy was propounded in April 197fi by the Director. Office 
of Management and Budget (OMB) relating primarily to the R&D 
stage of the acquisition of major weapons systems. Under OMB Cir- 
cular A-109 emphasis is placed on "front end" planning including the 
establishment of the need for a new system and the consideration of 
all possible alternatives in existence or requiring development to meet 
the need. This policy is discussed solely as it pertains to the prob- 
lemsiof collaboration between the United States and its NATO Allies. 
The policy emphasizes that the selection of a weapons system should 
be based primarily upon technical criteria. Solicitations are first sent 
to a broad base of qualified firms for alternative system design con- 
cepts to satisfy the mission need. A wide range of alternatives, in- 
cluding foreign technology and equipment, is recommended. 
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Parallel short-term contracts are awarded for those concepts se- 
lected for further exploration to expand the concepts and reduce the 
risk. From the information developed in these parallel short-term 
contracts, the. most promising system desipm concepts are selected for 
competitive demonstrations to verify that the concepts are sound and 
should perform in an operational environment. Such demonstrations 
normally involve some type of prototype. The contractor with the 
winning'concept under these prototype demonstration contracts then 
enters into a full-scale engineering development (FSED), most likely 
on a sole-source basis, but competition can even be extended into a 
FSED whenever it. is economically beneficial to do so. A formal eval- 
uation of the estimated acquisition and ownership costs of the system 
are made at this point in the program. 

The entire acquisition cycle under this new procedure, from the 
establishment of the mission need to initial operational capability of 
the weapon system, has been estimated at 16 years, with almost. 7 years 
required before the program enters FSED. 

This procedure conflicts with the acquisition procedures of the Euro- 
pean countries. Having five or six or even two or three companies under 
contracts to submit, competing system design concepts to meet a mission 
need is regarded as unfeasible in any European country for the simple 
reason that there are not enough contractors available for such com- 
petition. In most major weapon system programs consortia are formed. 
made up of several contractors which, in many cases, are from dif- 
ferent countries. 

European officials have stated to the Investigative. Staff that they 
have no objection to the United States picking the contractor to be 
their U.S. partner in an R&D collaboration through a competitive 
process before the collaboration begins. They point out, however, that 
in order for the collaboration to be effective it must begin prior to the 
system design phase. Under the A-109 procedures, as outlined above, 
competition may continue through the. FSED. If the European con- 
tractor waited until that time to enter the program, there would be 
little in the way of design, research, and development left for him to 
contribute, A-i09 also creates problems with regard to establishing 
procedures to implement the "family of weapons'" concept. 

EUROPEAN   LICENSING   OF   THE   XJ.fi.   GOVERNMENT   OF   U.S.   CONTRACTORS 

Another problem involves achieving competition in situations in 
which the European countries have developed the system and have is- 
sued a license to a U.S. contractor to produce the system in the United 
States. This situation assumes that a need has been established for a 
weapon system to carry out a particular mission and all alternative 
systems have been explored and through competitive demonstrations 
of these alternatives, a specific system already developed by a Euro- 
pean country is chosen as the system which will answer the need. It is 
further assumed that rather than procure the. hardware directly from 
the foreign jleveloper, the decision has been made to have the system 
produced in the. United States under a license, from the European 
developer. The question is how best to achieve competition in such 
further development, as may be required and in the production of 
the system. 
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The, following throe alternative solutions are discussed with ad- 
vantages and disadvantages. 

(a) Encourage U.S. contractors to enter into exclusive license agree- 
ments with the foreign developers and then negotiate a sole-source 
contract with the U.S. licensee for the entire program. 

(b) Introduce competition for FSED of a foi-eign system after it 
has been chosen as the best, system to meet the Government's mission 
need. The competition is made possible either through the U.S. Gov- 
ernment acquisition of the license or by insisting upon the U.S. con- 
tractor licensee and the foreign licensor agreeing to the competitive 
procedure. 

(c) Encourage U.S. contractors to enter into license agreements with 
the understanding from the beginning with both the licensor and the 
licensee that the full-scale production contract will be competed. 

UNITED  STATES  LICEXSIXG   NATO  CONTRACTORS 

The final major area where achieving competition becomes difficult 
is the situation where a system is developed in the United States and a 
license is granted to a European contractor for production in that coun- 
try. Tins situation incorporates all of the difficulties where Europeans 
are attempting to win a U.S. procurement bid where price is a con- 
trolling factor or where technical criteria are most important for 
deciding upon the contract award. Coproduction in Europe of weapons 
systems developed in the United States is beset by the difficulties in 
both of these categories—inability of the Europeans to compete with 
the U.S. contractors and their inability to achieve realistic competi- 
tion among themselves. 

There are innumerable other problems which have been cited to the 
Investigative Staff that make, collaborations between the United States 
and Europe difficult. Most of these are problems which are either (1^ 
common to doing business within the. United States, (2) for which 
relief can be obtained through procedures available or through nego- 
tiations, or (3) can be solved by changes in operations or attitudes 
within the United States without involving negotiations with the other 
countries. 

OFFSET PROBLEMS 

A problem that was often cited to the Investigative Staff is that of 
industrial offsets. In connection with the need of the European coun- 
tries to maintain their employment levels as well as their industrial 
capability, the main desire of some of the smaller countries is to place 
greater emyjhasis on the procurement of common weapons from an 
outside source with offsets to counteract the loss of employment which 
actually or theoretically occurs by not producing the weapon system. 
These, offsets also assist in maintaining a favorable balance of pay- 
ments. Offsets have, an advantage to the economy of the purchasing 
country in that a certain percentage of the amount of their purchase is 
placed in contracts within that countrv. These percentaces are nego- 
tiated at the outset of the procram and have been a constant source of 
dissatisfaction, bickering and friction between the Allies, especially 
when specified goals are not met or even approached. 
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Even if all of the difficulties created by oiT?ets were solved, the fact 
remains that such arrangements are, in effect, "non-tariff distortions 
to trade. They confaqucntly tend to reduce the efficiency of resource 
use within the Alliance as a whole." As has been pointed'out through- 
out this report, such a result is counterproductive to the objective of 
standardization. 

DIFFERENCES  IN   NATO   COUNTRIES'   METHODS   OF  CrEHATION 

Differences in the methods of operation within the NATO countries 
also have impeded collaboration. These include capital intensive versus 
labor intensive industries and differences in contractor responsibilities, 
testing and testing schedules. There are also differences relating to 
contractor relationships, language, measurement, and currency. 

DIFFERENCES  IN   NATO   COUNTRIES'  LAWS  AND  REGULATIONS 

Differences in the laws and regulations between the NATO coun- 
tries were cited frequently as being a hindrance to collaboration. Em- 
phasis was made by officials and contractors in the European coun- 
tries about the close governmental supervision used to control prices 
of weapons systems. The foreign contractors are familiar, however, 
with the restrictions placed upon them by their own countries. Their 
complaints, primarily to U.S. contractors", dealt with the maze of U.S. 
laws and regulations which they must master to operate or do business 
with the United States. It is sufficient to say that these laws and regula- 
tions apply also to U.S. contractors, and "having them applv only to 
domestic contractors would offer foreign industry an unfair advantage 
m competition. 

In addition there are other laws and regulations which provide pref- 
erence for domestic products. These include the Buy American Act, 
Balance of Payments Program, Specialty Metals Act, the prohibi- 
tions in the Appropriations Acts in regard to construction of Naval 
vessels or components, and restrictions on the use of foreign textiles. 
Most of the problems caused by these laws are not insurmountable and 
many of these restrictions have been waived for NATO countries. 

In the past many problems have arisen as a result of a U.S. require- 
ment to audit foreign records concerning the use of U.S. funds involved 
in a collaborative effort. Insistence upon such audits in foreign coun- 
tries has met with vigorous opposition from the foreign governments 
as not being compatible with their national sovereignty. Steps have 
been recently taken to resolve this problem. 

The International Traffic in Arms Regulations under the Arms Ex- 
port Control Act provide for issuance of export licenses bv the Office of 
Munitions Control of the State Department. U.S. and" foreign con- 
tractors and foreign government officials were critical of the unreason- 
able delays in processing and issuing these licenses regardless of the 
siibiect matter involved in the applications. These same officials 
pointed to the lack of an authoritative focal point within the U.S. 
Government as a major reason why license applications are not only 
handled slowly but with little or no degree of consistency. 
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UNITED STATES LACKS FOCAL POINT WITH AUTIIORITV TO EXECUTE POLICY 

The fact that, the United States has been unable to establish a focal 
point with sufficient authority to see that the high-level policy is car- 
ried out expeditionsly down through the various bureaucratic levels 
has made it possible for what one U.S. contractor described as a mili- 
tary middle-management attitude to exist. This attitude is evidenced 
by a very conservative position on the release of technical data, a dis- 
like for any weapon system not invented in the United States, and the 
tendency on the part of middle management to drag their feet in im- 
plementing hiirh-level policy. This tendency has led to a conflict be- 
tween stated U.S. policy and its actual application. There are several 
examples, notably the competitive testing of the XM-1 versus the 
Leopard II tank, which demonstrate the European frustrations and the 
feeling among officials there that it is impossible to deal with the United 
States. 

OBSERVATIONS 

All of the problems which are presented in this report, many of 
them seemingly unsolvable, and the small amount of progress that 
has been made toward standardization raise two questions which the 
Investigative Staff believes should be answered in the negative. 

First, are the increased total costs to the NATO Alliance, result- 
ing from coproduction. licensing, and other fonns of collaboration 
justified by the standardization achieved? 

Second, do the evidently sincere efforts of the high-level policy 
makers in the U.S. Government, in espousing such general ill-defined 
and poorly thought-out principles as the "two way street" concept ac- 
complish enough toward achieving standardization to overcome the 
harm done by the false hopes and frustration that result? The "family 
of weapons"' concept also is often misunderstood and needs further 
definition and clarification. 

In regard to the first question, while the Investigative Staff believes 
that the costs involved in these collaborations are not warranted from 
the standpoint of achieving standardization, there are other benefits. 
The Investigative Staff in its interviews received from many officials 
of government and industry enumerations of benfiets from these 
NATO Alliance collaborations. These benefits can be broken down 
into those that benefit the contractors (which may, of course, also 
benefit their countries) and those of benefit to the individual coun- 
tries but not from the standpoint of achicvinjr the benefits of stand- 
ardization for the NATO Alliance, 

The benefits identified in these categories are listed briefly as 
follows: 

BENEFITS TO CONTRACTORS 

Provides a means of satisfying offset agreements. 
Provides a vehicle for exchange of technology. 
Provides somewhat of an obstacle to cancellation of the program 

by the Government. 
Provides a source of profit from the sale of components and spares 

to the licensee or coproducer. 
Provides a source of royalties. 
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Provides a mcanp for reaching foreign markets not otherwise avail- 
able. 

Provides a source of profit from the sale of technical assistance. 

BENEFITS TO COUNTUIKS 

Enhances relationships among participating XATO Allies in suc- 
cessful collaborations. 

While the total costs of the weapons systems may be higher to the 
NATO Alliance, the costs are usually lower for the individual par- 
ticipating countries than the cost of producing the system by each 
country separately. The larger procurement reduces costs and the 
sharing of the R&D costs also reduces costs to each country. 

Encourages a politically stable and economically strong "Western 
Europe. 

Coproduction of a sophisticated system provides some control of 
events to a country that must be relied upon to provide components, 
maintenance, and training. 

If the United States is interested in achieving standardization, and 
this is usually the objective cited by the U.S. Government for collabo- 
rations, then (he way to economize on the NATO defense (and this, 
after all, is the basic purpose of standardization) is for each country, 
the United States included, to agree to procure the hardware nedeod 
from the country that produces it. rather than insisting upon rein- 
venting the wheel. This procedure, on insistence from the House Ap- 
propriations Committee, worked well in the procurement by the 
United States of the Harrier AY-8A. Of course, political considera- 
tion may well dictate that a licensing arrangement for production 
in the procuring country, which is a more expensive method of pro- 
curement, may be justified by the benefits to be derived from such 
production. 

If the other advantages enumerated above are more important 
than standardization, then other forms of collaboration, although 
more costly, should be considered. It is noted that a qualification was 
placed upon the enhancement of relationships amonfr NATO Allies 
to be derived from such collaborations: i.e.. the collaborations must 
be successful. 

nECOMMENDATIONS 

To initiate and carry out successful collaborations, the Investigative 
Staff recommends the Committee require that the Secretary of Defense 
and the department secretaries use greater diligence to see that the 
following guidelines arc used in future cooperative programs: 

(1) The Government agencies to be involved in the collaboration, 
rather than just the high-level policy makers, must have, a will to 
succeed rather than a desire to rely on created difficulties to defeat, 
the collaboration. 

(2) Choose carefully a few pilot programs with the best chances of 
success for such collaboration and provide for these programs the 
authority for national rules and re<rulations to be modified as necessary 
to eliminate obstacles and to provide a means for learning as the pro- 
gram progresses. 
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(3) In choosing the pro;rram. the weapon system should conform 
to the doctrine, requirements, and specifications of the participating 
countries. The time phasing of the acquisition both from a budgetary 
standpoint and as to when the initial operational capability is required 
should be closely similar for the participating coimtries. 

(4) In choosing the contractors, for each of the participating coun- 
tries they should represent industries of comparable size and with 
equal or compatible technological capabilities so that an atmosphere 
of mutual trust and respect will exist rather than the feeling of one 
or more that the others are seeking to capitalize on the formers 
capabilities. ' .,   j     * 

(5) To avoid the problems arising from different, methods of source 
selection in the United States and Europe, the MOU could provide 
that each country designate the contractor or contractors to repre- 
sent it as one of the partners in the collaboration. .     .     ■ 

(6) These designations could be, made at the very beginning of 
the program before the concept is developed and before design, 
research, and development. This presents quite a problem for the 
United States with its A-109 acquisition procedures. It will be equally 
as difficult to obtain the endorsement of U.S. industry on this point 
because of their desire to restrict development to a unilateral effort 
on their part and follow this up with subsequent coprcduction ar- 
rangements which include NATO countries. _ 

(7) Competition for the full-scale production could be introduced 
as desired bv the countries in which production is to take place. 

(8) Whenever it is the policy of the U.S. Government that 
production contracts are subject (o competition regardless of previous 
license agreements between contractors, then this should be clearly 
stated in a DOD regulation so that all parties to a license agreement 
will be on notice prior to negotiating these agreements. 

To assure claritv and compliance with U.S. procurement guidance, 
the Investigative "Staff recommends the Committee require that the 
Secretary of Defense impose upon the Undersecretary of Defense for 
Research and Engineering the responsibility for providing to NATO 
industry and government representatives advice and guidance regard- 
ing the "maze of U.S. procurement regulations and procedures and how 
to complv with them. 

To assure prompt processing of licensing requests, the. Investigative 
Staff recommends the Committee require that the Secretary of State 
provide to the Office of Munitions Control, U.S. Department of State 
the authority to respond to license requests in a timely fashion To 
do this, a quasi-judicial proceeding could be provided for under which 
all interested agencies arc given the opportunity to object to the issu- 
ance of a license by a specific reasonable date. In contested cases, a 
subsequent reasonable date could be set for a hearing of all positions 
concerning the license application. A decision would then be, handed 
dowh by the Office of Munitions Control with a final appeal available 
only to'the President or his appointed designee. In this connection, the 
Committee believes that the newly created Deputy Undersecretary of 
Defense for International Programs and Technology should be pro- 
vided with adequate resources' to facilitate the timely processing of 
munitions cases within the DOD. 

D 
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The Investigative Staff further recommends (hat the. Committee 
consider the need for the Congress to enact legislation that would 
establish an overall framework for the U.S. Clovernment ap- 
plicable to NATO emit lies concerning the application of U.S. 
funds under contract with industries of these countries whereby the 
Comptroller General will utilize the audit agencies of foreign coun- 
tries when examining their financial records. (This recommendation 
is outside the. jurisdiction of the Committee. The Department of 
Defense mav wish to recommend legislation to the appropriate com- 
mittees of Congress to carry out this recommendation.) 

No additional Government organizations are needed to carry out 
this program nor to implement these recommendations. There are many 
such organizations in existence at the present time with responsibility 
to foster collaboration among the NATO countries, but unfortunately 
success has not been achieved. It is not, therefore, for the want of 
organizations that collaborations fail. 

The Investigative Stalf report has been provided to the Department 
of Defense for its assistance and guidance. The Oflice of the Secre- 
tary of Defense is requested to thoroughly review the report contents 
and advise the Committee what action it intends to take with request 
to the Investigative Staff recommendations contained therein. The 
Committee does not consider that a critique of the report is either 
necessary or desirable. The overall thrust of the report is clear and 
factual, and the Department's comments as to affirmative action it 
plans to initiate on the recommendations should bo provided to the 
Committee in January 1980. 
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July 28,  i960 
NUMBER        2035.1 

ASD(ISA) 

Department of Defense Directive 

SUBJECT Defense Economic Cooperation with Canada 

References:    (a)    DoD Directive 2035.1,  "Defense Economic 
Cooperation vith Canada," April 5,  1956 
(here'by canceled) 

(t)    DoD Directive 14-105.^0,  "Procurement of Military- 
Equipment witli Canada," April 13, 1956  (here'by 
canceled) 

(c) DoD Instruction 5220.22,  "Department of Defense 
Industrial Security Program" 

(d) AR 38O-I30/OPBI/LV Instruction 5540.8A/AFR 205-k, 
"Armed Forces Industrial Security Regulation," 
September, 195^ 

(e) DoD Directive S-5230.11,  "Procedures for Making 
Classified Military Information Available to 
Foreign Nationals and Foreign Governments"  (U) 

I. PURPOSE 

This Directive continues the principle of economic coopera- 
tion with Canada in the interests of continental defense, and 
stipulates the policy of maximum production and development 
program integration in support of closely Integrated military 
planning between the United States and Canada. References (a) 
and (b) are reaffirmed, expanded, and consolidated in a single 
document, 

II. CANCELIATION 

This Directive supersedes and cancels references (a) and (b). 

III. BACKGROUND 

Positive BtevH have been taV^n by the United States and 
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Canada during aiid since World Wtr II to coordinate their ecooonic 
efforts in th&  cotuioii def^nae. Joint actions taken have included 
the establishnient of a joint United States-Canada Industrial Mo- 
bilization Ciaadttee, the reciprocal Military purchasing arrange- 
oent, and other MMUTM in keepiiig with the "Statement of Prin- 
ciples for Economic Cooperation" (attached) approved hy the President 
as the "basis for joint econoffilc coogperatlQO with Canada. 

IV.  POUCY 

A. The above-mentioned actions have facilitated economic cooperation 
between the two countries. In view of the unsettled world 
situation and the Mratual interest of the United States and 
Canada In the defense of North America, due to their close 
geographical proximity. United States defense economic coopera- 
tion with Canada must not only continue, but be expanded so 
as to achieve the following objectives: 

1. Greater Integration of United States and Canadian military 
developaent and production. 

2. Greater staadardlsatiOD of military equipment. 

3. Wider dl&persal of production facilities. 

k.    Establlshaient of supplemental sources of supply. 

5. Removal of obstacles to the Implementation of the Lbited 
States-Canada Production and Development Sharing Program 
and the flow of defense supplies and equipment between the 
two countries. 

6. The development of channels for the exchange of information 
between appropriate United States and Canadian Government 
agencies on defemie economic uatters. 

7. The dfeteruiliifitiou of CanaAlaa production facilities avail- 
able for the suptay of IMlted States current and mobiliza- 
tion rsqidremeutts, and the fiunlabing of planned mobilization 
follow-up ijcViedul^a to CHtiadian contractors producing for 
the Uhited States as guidance in the event of full mobiliza- 
tion. 

8. Insure the most econoffiacal use of defense funds. 

9. Accord eyuiil conaideratioji ti> tne business coumunities of 
both countrlea. 

B. Accordingly, it is the policy of the Department of Defense to 
seek the best, possible eoordi&atloi of the materiel programs 
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of Canada and the United States, Including actual Integration 
Insofar as practicable of the industrial mobilization efforts 
of the two countries. As a corollary, it is the policy of the 
Department of Defense to assure Canada a fair opportunity to 
share in the production of military equipnient and materiel 
involving programs of mutual interest to Canada and the United 
States and in the research and development connected therewith. 
Implementation of these policies requires the alleviation of 
the restrictions of the Buy American Act and the use of duty 
free certificates for certain Canadian supplies. The fore- 
going will be accomplished in accordance with the provisions 
of the Armed Services Procurement Regulation (Section VI, 
Parts 1 and 5). 

V. SECURITY 

Defense econcmic cooperation with Canada requires the utmost in 
collaboration between the Governments of the United States and 
Canada. Accordingly, there shall be comprehensive interchange 
of general infonnation and access to detailed information between 
the two countries relating to production sharing arrangements and 
research and development activities associated therewith. Security 
procedure will be governed by References (c) and (d). Disclosure 
of classified military information will be in accordance with 
Reference (e). 

VI.  IMPLEMEHTATIQN 

A. The Assistant Secretary of Defense (International Security Affairs) 
will be responsible for over-all coordination within the Department 
of Defense for defense economic cooperation with Canada. The 
Assistant Secretary of Defense (Supply and Logistics) will be the 
Defense member on the Joint United States-Canada Industrial Mobil- 
ization Committee, and will be responsible within the Department 
of Defense for industrial mobilization activities between the two 
countries. The Assistant Secretary of the Air Force (Materiel) 
will be the Defense representative in the Joint United States- 
Canada production-development sharing arrangements, and will be 
responsible within the Do© for a coordinated position on such 
matters under discussion between the two nations. The various 
agencies of the Office of the Secretary of Defense Involved, and 
the military departments, will collaborate in the implementation 
of the foregoing policies and stated objectives of defense econ- 
cmic cooperation with Canada. 

B. It is requested that each of the military departments forward two 
copies of their implementing regulations to the Assistant Secretary 
of Defense (ISA) within ninety (90) days after the effective date 
of this Directive. 
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YII. REPORTS 

Each of the military departments will prepare a quarterly report 
showing the categories and dollar values of prlae contracts placed 
in Canada in excess of $10,000 during the preceding quarter. The 
quarterly report will he suhmitted to the Assistant Secretary of 
Defense (International Security Affairs) in original and one copy, 
within thirty (30) days after the end of the quarter reported. Report 
Control Symhol DD-ISA(Q)63 is herehy assigned to this report. 

VIII.  EFFECTIVE DATE 

This Directive is effective immediately. 

ilUaA sjc 
Secretary of Defense 

Inclosure - 1 
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STArafflrrr OF PKnrciPLES FOR EOOBCMIC CJOOPBIRATIOH 
(As approved "by the Presldeiit on 20 Septenher 195b) 

The United States and Canada have achieved a high degree of cooperation 
in the field of industrial mohilization during and since World War II through 
the operation of the principles embodied In the Ifyde Park Agreement of 19^1, 
through the extension of its concepts in the postwar period and more recently 
through the vork of the Joint Industrial Mobilization Planning OoBBittee. In 
the Interests of mutual security and to assist both Governments to discharge 
their obligations under the United Nations Charter and the North Atlantic 
Treaty, it is believed that this field of common action should be further 
extended. It is agreed, therefore, that our two Governments shall cooperate 
in all respects practicable, and to the extent of their respective executive 
powers, to the end that the economic efforts of the two countries be coordi- 
nated for the common defense and that the production and resources of both 
countries be used for the best combined results. 

The following principles are established for the purpose of facilitating 
these objectives: 

1. In order to achieve an optimum production of goods essential for 
the common defense, the two countries shall develop a coordinated program of 
requirements, production, and procurement. 

2. To this end, the two countries shall, as it beccmes necessary, in- 
stitute coordinated controls over the distribution of scarce raw materials 
and supplies. 

3 • Such United States and Canadian emergency controls shall be mutually 
consistent In their objectives, and shall be so designed and administered as 
to achieve comparable effects in each country. To the extent possible, there 
shall be consultation to this end prior to the institution of any system of 
controls in either country which affects the other. 

^4-. In order to facilitate essential production, the technical knowledge 
and productive skills involved in such production within both countries shall, 
where feasible, be freely exchanged. 

5. Barriers wMch Impede the flow between Canada and the United States 
of goods essential for the common defense effort should be removed as far as 
possible. 

6. The two Governments, through their appropriate agencies, will con- 
sult concerning any financial or foreign exchange problem which may arise as 
a result of the implementation of this agreement. 

H BOS f 
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DEPARTMENT OF DEFENSE 
DIRECTIVES SYSTEM TRANSMITTAL 

2035.1 - Chi February 10,  19 61 
«T-»CMMENTS 

None 

Ul fTRISUTIOK 

2000 

INSTRUCTIOHS FOR RECIPIENTS 

The following pen change to Department of Defense Directive 2035.1,  "Defense 
Economic Cooperation with Canada," dated July 28, I960, has been authorized: 

PEN CHANGE 

Page 3, Section VL  A.   - 

Revise Lines 4 through 8 to read - 

"Assistant Secretary of Defense (Installations and Logistics) will be the 
Defense member on the Joint United States-Canada Industrial Mobilization 
Committee,  and will be responsible within the Department of Defense for 
industrial mobilization activities between the two countries.    The Assistant 
Secretary of Defense (Installations and Logistics). " 

Portion modified by this change is underscored. 

S^7T**<****^J~ s^ /^rT^2-*^_ 
MAURICE W.  ROCHE 

Administrative Secretary 

WHEN PRESCRIBED ACTION HAS BEEN TAKEN, THIS TRANSMITTAL SHOULD BE DESTROYED. 

SD .ru 106-1 PREVIOUS EDITIONS ARE OBSOLETE 
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DEPARTMENT OF DEFENSE 
DIRECTIVES SYSTEM TRANSMITTAL 

NUHSER DATE 

2035.1 - Ch 2 September 29, 1966 
ATTACHMENTS 

None 

DISTRIBUTION 

2000 series 

1HSTRUCTI0MS FOR RECIPIFNTS 

The following pen change to DoD Directive 2035. 1,  "Defense Economic Cooperation 
with Canada," dated July 28,  I960,  has been authorized,  effective immediately: 

PEN CHANGE 

Page 4 - Delete ALL of section VII.   REPORTS. 

CANCELLATION 

Report Control Symbol DD-ISA(Q)63 is hereby cancelled. 

MAURICE W.   ROCHE 
Director,   Correspondence and Directives Division 

OASD(Admmistration) 

WHEN PRESCRIBED ACTION HAS BEEN TAKEN, THIS TRANSMITTAL SHOyLD BE FILED WITH THE BASIC DOCUMENT 

SD,F
Mr«106-l PREVIOUS EDITIONS ARE OBSOLETE 
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DEPARTMENT OF DEFENSE 
DIRECTIVES SYSTEM TRANSMITTAL 

NUMBER 

2035.1 - Ch 3 May 23,  1968 

DISTRIBUTION 

2000 series 
ATTACHMENTS 

None 

INSTRUCTIONS FOR RECIPIENTS 

The following pen changes to DoD Directive 2035.1,   "Defense Economic Cooperation 
with Canada," dated July 28,  I960,  have been authorized,   effective immediately: 

PEN CHANGES 

1. Change reference (d) to read:   DoD 5220. 22-R,  "Industrial Security Regulation," 
July 1,  1966 

2. Change reference (e) to read:   DoD Directive 5230.11,   "Disclosure of Classified 
Military Information to Foreign Nationals and 
International Organizations," April 7,  1967 

>1AURICE W.  ROCHE 
Director,   Correspondence and Directives Division 

OASD( Administration) 

WHEN PRESCRIBED ACTION HAS BEEN TAKEN, THIS TRANSMITTAL SHOULD BE FILED WITH THE BASIC DOCUMENT 

CQ      F0l'M       106      1 PREVIOUS   EDITIONS   ARE   OBSOLETE 
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bids or proposals by individual Canadian companies, the Canadian Commercial 
Corporation issues a letter supporting the Canadian bid proposal with the follow- 
ing information contained therein: name of the Canadian bidder; confirmation 
and endorsement of the bid in the name of the Canadian Commercial Corpora- 
tion; a statement that prices for listed items are exclusive of United States import 
duties (see 6-103.5); a statement as to whether the prices for unlisted items in- 
clude or exclude United States import duties, and a statement that the Corpora- 
tion shall subcontract 100% with the bidder. 

(2) When a Canadian bid or proposal cannot be processed through the 
Canadian Commercial Corporation in time to meet the bid opening requirement, 
the Corporation is authorized to permit Canadian firms to submit bids or 
proposals directly, provided the Canadian bid or proposal and the Canadian Com- 
mercial Corporation endorsement are both received by the purchasing office 
prior to bid opening. 

(3) All formal competitive bids shall be submitted by the Canadian Com- 
mercial Corporation in terms of United States currency. Contracts placed as a 
result of such formal competitive bidding shall not be subject to adjustment for 
losses or gains resulting from fluctuation in exchange rates. 

(4) All proposals and quotations submitted by the Canadian Commercial 
Corporation, except those in which competition is obtained, shall be in terms of 
Canadian currency. However, the Corporation may. at the time of submitting the 
proposal or quotation, elect to quote and receive payment in terms of United 
States currency; in which event contracts arising therefrom shall provide for pay- 
ment in United States currency and shall not be subject to adjustment for losses 
or gains resulting from fluctuation in exchange rates. (See 6-506.) 

6-504.2 Contracting Procedures. 
(a) Individual contracts covering purchases from suppliers located in 

Canada, except as noted in (b) below, shall be made with the Canadian Commer- 
cial Corporation, which has offices located at 70 Lyon Street, Ottawa, Ontario, 
Canada, KIA0S6 and 2450 Massachusetts Avenue, N.W., Washington, D.C. 
20008. Contracts normally should be awarded to and administered through the 
Head Office of the Canadian Commercial Corporation in Ottawa, and all pay- 
ments under such contracts awarded to the Canadian Commercial Corporation 
shall be made to its Ottawa Office. Under contracts with the Canadian Commer- 
cial Corporation, direct communication with the Canadian supplier is authorized 
•nd encouraged in connection with all technical aspects of the contract, provided, 
however, that the approval of the Corporation shall be obtained on any matters 
involving changes to the contract. 

(b) The general policy in (a) above need not be followed for (i) purchases 
negotiated for experimental, developmental, or research work under 3-205 or 
3-211, unless the contract is for a project under the Defense Development Shar- 
ing Program, as outlined in 6-507; (ii) purchases negotiated Under 3-202 for 
public exigency; (iii) purchases negotiated under 3-203 for small purchases; or 
(iv) purchases made by Defense activities located in the Dominion of Canada. 

6-504.3 Termination Procedures. The Canadian Commercial Corporation will 
continue to administer contracts that may be terminated by the United States 
contracting officer and settle all Canadian subcontracts in accordance with the 

6-504.3 

ARMED SERVICES PROCUREMENT REGULATION 
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policies, practices, and procedures of the Canidian Government in the lermina- 
twn and •ettlemcnt of Department of Defence Production (Canada) contracts 
(See 8-216). The United States agency administering the contract with the 
Canadian Commercial Corporation shall render such services as are required by 
the Canadian Commercial Corporation with respect to settlement of any wbcon- 
tracu placed in the United Slates, including disposal of inventory. The settlement 
of such United States subcontracts shall be in accordance with this Regulation 

6-504.4 Acceptance of Canadian Supplies. Under f.o.b. origin contracts with 
the Canadian Commercial Corporation where inspection has been performed by 
the Department of National Defence (Canada), pursuant to paragraph 6 of the 
Letter of Agreement (6-506). acceptance of supplies or services which are in ac- 
cordance with the terms of the contract, shall be made by the Department of Na- 
tional Defence (Canada) on behalf of the United Slates Military DepartmenU or 
the Defense Logistics Agency. Signing of the acceptance certificate on the ap- 
plicable United Slates Department of Defense inspection and acceptance form 
shall be considered satisfactory evidence for payment purposes. 

6-504.5 Industrial Security. Required procedures designed to safeguard clas- 
sified defense information which may be necessary for the performance of con- 
tracts awarded directly to Canadian suppliers or through the Canadian Commer- 
cial Corporation are set forth in the DoD Industrial Security Regulation. DoD 
5220.22-R (Implemented for the Army by AR 380-131; for the Navy by OPNAV 
Instruction 5540.8E; for the Air Force by AFR 205-*; for the Defense Logistics 
Agency by DLAM 8500.1; for the Defense Communications Agency by DCA 
Insl. 240-50-7; and for the Defense Mapping Agency by DMA Inst. 5220.22) 
the basis for these procedures is the United Slates-Canada Industrial Security 
Agreement of 31 March 1952. as amended. 

6-505 Contract Administration. 
(a) When services are requested from the Defense Contract Administration 

Services on contracts to be performed in Canada, the request shall be directed to- 
Defence Supply Agency. DCASMA. Ottawa, 
6lh Floor, Canadian Building 
219 Laurier Avenue, West 
Ottawa, Ontario. Canada (KIA0S5) 

(b) When contract administration is performed in Canada by Defense Con- 
tract Administration Services, the paying office activity to be named in the con- 
tact for disbursement of DoD funds (DoD Department Code: 17-Navy 
21-Army; 57-Air Force; 97-For all other DoD components) whether payment * 
m Canaaan or United States dollars shall be: 

Disbursing Office. DCASR. Cleveland 
A. J. Celebrezze Federal Building 
k240 East Ninth Street 
CVveland. Ohio 44199 

€-506 Lttlti of Agreement 

LKTTEt or ACRkCMENT 

"» wc corponuon  It (hall remain in force fron year to year util tor- 

6-506 
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BhutM) by mutual coMent, hoover, h can be lenninai«d tm At Jim d*j at December or the 
30th d.y of June to any ye*r by either pvty ptovuied thai six month, notice of lermination has 
been fiven m writing In addition, tha afreemem providet for certain naproca. arrangemenu 
faclliuting procurement by each of the parbes in the country of the o«her. 

2. (a) The Corporation a|Teet that h wUl cauie all fint-tier Mibcontractt under contracu 
covered by thit agreement to be placed in accordance with the practicet. policies and procedures 
of the Government of Canada covering procurement for defence purposes, and agrees that if the 
aggregate profit realired under »uch lubcootracu by any fint-tier iubcontractor exceeds that 
which is allowed by the Government of Canada under the above mentioned practices policies 
and procedures, the amount of such excess will be refunded by the Corporation to th^ Military' 
Departments There ahall also be refunded profits on any subcontract in excess of amounts which 
the Minister of Defence Production (Canada) in the exercise of said practices policies and 
procedures considers to be fair and reasonable, recovered by the Minister pursuant to Section 21 
of the Defence Production Act (Canada) from any individual subcontractor of any uer It is 
recognized that the practices, policies and procedures of the Government of Canada referred to 
above perm.t varying rales of profit not exceeding in the case of cost reimbursement type con- 
tracts 7-1/2 percent of estimated cost plus, in certain cases, a bonus where cost savings have 
been demonstrated, and not exceeding in the case of negotiated fixed price contracu 10 percent 
of estimated cost. For the purpose of thu paragraph, the Corporation will cause to be conducted 
such audits in accordance with the Costing Memorandum DDP-31 of the Department of Defence 
Production (Canada) and such verifications of cost as arc in accordance with the said practices 
policies and procedures The Corporation will render to the Military Departments its certificate 
that the provisions of this paragraph have been observed. 

(b) Contracu for communication and tramporiation services, and the supply of power. 
water, gas and other utilities shall be excepted from the provisions of iubparagraph (a) above] 
provided the rates or charges for tuch services or utilities are fixed by public regulatory bodies 
and provided further the Military DepartmenU are accorded any special rates that may be availa- 
ble to the Canadian Government with respect to such contracu. 

(c) The Canadian Government, iu DepartmenU and Agencies, including but not limited to 
the Corporation and Canadian Arsenals Limited, a Crown Company wholly owned by the Canadi- 
an Government, shall not be entitled to any profit on any contract or contracu covered by this 
agreement. Any profiu which may be realized shall be returned to the Military DepartmenU ex- 
cept as hereinafter provided Before refunding profiu realized from the following sources: 

(i) net profiu of the Canadian Government, iu DepartmenU and Agencies, as defined 
above, with respect to contracu and subconlracu covered by this agreement, 

(ii) excess profiu referred to in paragraph (a) above, and 
(iii) renegotiation recoveries from aubcontracu of any tier under contracu covered by 

this agreement, which recoveries the Military DepartmenU would otherwise be enti- 
tled to receive in accordance with the provisions of subparagraph (a) above; 

the Corporation shall be entitled to deduct any losses it may sustain with respect to contracu 
covered by this agreement. 

(d) Interim adjustmenU and refunds under this paragraph 2 ihall be made at such time or 
times as may be mutually agreed upon but at least once a year as of June 30lh Such interim ad- 
justmenU shall apply only to completed contracu The final adjustment and refund shall be made 
as soon as practicable after the expiration of this agreement. 

(e) The profit and loss provisions of this paragraph 2 ahall not apply to contracu awarded to 
the Corporation as the result of formal competitive bidding (initiated by Invitation for Bids) 

3. (a) All contracu placed by the Military DepartmenU with the Corporation, except those 
placed as the result of formal competitive bidding, shall provide for prices or cost reimbursement, 
as the case may be, in terms of Canadian currency, and for payment to be made in such currency 
Therefore, quoutions and invoices shall be submitted by the Corporation to the Military Depart- 
menU in terms of Canadian currency, and such coat data, vouchert, etc.. as the contracu require 
■hall also be aubmitted in terms of Canadian currency. However, the Corporation may elect in 
respect of any of such contracu to quote, aubmit the aaid coat data, voocbera. etc.. and receive 
payment in United States currency, in which event auch contracu shall provide for payment in 
United Sutes currency and shall not be aubject to adjustment for loaaes or gains resulting from 
fluctuations in exchange rates. 

C-506 
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(b) AD fonul oompcthivt hidt **D bt wbrnfttod by tht Corpomjcm to tarn of IMMd 
ttatM currency and contncti pUced M ■ rwuh oTiuch forn»l oompetitivt HAdu* tbaH mc* bt 
mbject to •djuttment for io«e* or gmins rwultinj from Huctuation in exchtngt mm. 

4. The Military Depwtmenti and the Corpormtion shall avoW, to the cncnt oorabtcnt whh the 
declared policie* of the Military DepartmenU and the Canadian Oovenunenl. the makinc of any 
•irchargei covering adminiKration co«U with reipect to contracu placed with the Corporatioo by 
•ay of the MUitary Depanmenu and cootractt placed by the Military DepartmenU fat the United 
State* for the Canadian Govemmem. 

5. To the extent that contract* placed with the Corporation by the Military Department* pro- 
vide for the audit of co«* and profiu. wch audit will be made without charge to the Military De- 
partment* by the Co«t Irupcction and Audit DivUion of the Treawry of Cansda in accordance 
whh Cotting Memorandum Form DDP-31 of the Department of Defence Production, Canada. 

6. The Canadian Government thall arrange for inipcction personnel of the Department of Na- 
bonaJ Defence (Canadi) to act on beh.If of the Military Department* with re«pect to contracu 
placed by the Mil.tary DepartmenU with the Corporation and with re»pecl to iubcontracU placed 
in Canada by Un.tcd Stale, contractor* which are performing contracu for the Military Depart- 
menu, and for the u*e of inspection facilitic. of the Department of National Defence (Canada) 
for »uch purpo»c*, tuch per»onneI and facilitie. to be provided without co« to the MiliUry De- 
partmenU. The Military DepartmenU thall provide and make no charge for in*pection tervicet 
and inspection bcilitiei in connection with contracu placed in the United States by the Military 
DepartmenU for the Canadian Government and with reipect to wbcontracu placed in the United 
States by Canada contractor, which are performing contracu for the Department of Defence 
Producuon (Canada). The Department of National Defence (Canada) or any Military Depart- 
ment may provide liaison with the other'* inspection personnel in connection with the foregoing 
It is undentood thai either the Department of National Defence (Canada) or any MiliUry De- 
partment may in appropriate cases arrange for inspection by iu own inspection organiiation in 
the other's country. 

7. Because of the varying arrangemenu made by the Canadian Government and the MiliUry 
DepartmenU in furnishing Government-owned facilities (including buildings and machine tooU) 
to contractors, it is recognized that the matter of inclusion in contract price, of charges through 
amort.ration or otherwise, for use of .uch facilities will be determined in the negotiation of in- 
dmdual contracu. However, there .hall be avoided, to the extent con.istent with the policies of 
the Canad.an Government and Military DepartmenU. any tuch charge, for u*e of Government- 
furnished facilities. 

8. (a) The Corporation .grees that the price, let out in fixed-price type contracu covered by 
this Agreement will not include any taxes with respect to first-tier .ubconlracu nor »hall price* 
include cu.tom duties to the extent refundable in accordance with Canadian Uw. paid upon the 
import of any materials, parts, or componenu incorporated or to be incorporated in the tuppliet 
with re.pect to first-tier .ubconlracu. 

(b) The Corporation agree, that under cost-reimbursement type contracu the Corporation 
ahall, to the extent practicable with respect to first-tier aubcontracu, exclude from iu claim* all 
taxe. and to the extent refundable in accordance with Canadian Law, cu.tom* rtutie. paid upon 
the .mport of any material., paru or componenu. incorporated or to be incorporated in the wip- 
plie. and that any amounu included in such claims representing tuch Uxe* and duties thall be 
refunded or credited to the MiliUry DepartmenU. 

(c) The Corporation agrees that to the extent that tuch taxes and duties can be reatonably 
and economically identified it will use iu be*t endeavor* to cause tuch taxes and duties to be ex- 
cluded from all *ubcontracU below the first tier and If found to be included to be recoverable and 
credited to the MiliUry DepartmenU. 

9. The Corporation recognize* that existing Uw of the United State* prohibiu the ue of the 
CO«t-plu*-a-percentage-of-co«t *y«em of contracting. 

10. Each contract covered by thi* agreement thall be deemed to include the provwon* 
required by (i) Public Uw 245. <2nd Conpeu of the United Stales (65 Slat 700 41 USC 
153(c)) and (ii) Section 719 of Public Uw 458, 83rd Congre« of the United State*'(68 Stat 
353) or similar provisions that may be required by subsequent legislation. 

n»i tt Agrmmmi) 
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6-507 Cooperative Afrccincat 

MEMORA^fDUM OF UNDERSTANDING IN THE FIELD OF COOPERATIVE DEVELOP- 
MENT BETWEEN THE UNITED STATES DEPARTMENT OF DEFENSE AND THE CANADI- 
AN DEPARTMENT OF DEFENCE PRODUCTION 

Thii Memormndum of UnderrUndini complement* the U.S. — Canadian Defence Production 
Sharing Program by etlablisfiing • cooperative program in defense research and development 
between the United Slatet Department of Defense (DoD) and the Canadian Department of De- 
fence Production (CDDP), called the Defense Development Sharing Program 

1. Objectives: 
The principal objective* of the Defense Development Sharing Program are: 
a. To assist in maintaining the Defense Production Sharing Program at a high level by making 

it possible for Canadian firm* to perform research and development work undertaken to meet the 
requirements of U.S. armed force*. 

b. To utilize better the industrial »cientific and technical retource* of the United States and 
Canada in the interests of mutual defense. 

C. To make possible the standardisation and interchangeabllity of • larger amount of the 
equipment necessary for the defense of the United States and Canada. 

2. Description of the Program: 
a. The Defense Development Sharing Program will consist of research and development pro- 

ject* (such program project* being hereinafter referred to as "projects"): 
(1) which are performed by Canadian prime contractor*; 
(2) which are designed to meet *peciric DoD research and development requirements, 
(3) in which the Military Department of DoD which is the United States party to the project 

agreement acts as the design authority; and 
(4) which arc jointly funded by DoD and CDDP, (Where DoD undertake* the research and 

development of a weapons tyslem composed of teveral components, work funded by CDDP on 
one or more of such components will be considered to be jointly funded). 

b. The Defense Development Sharing Program will not include efTorts referred to in para- 
graph 13. 

3. Funding: 
The financial contribution of DoD in each project will not be less than 25 percent of the 

costs incurred subsequent to the date of the project agreement provided that in the case of work 
referred to in the parenthetical sentence of paragraph 2.B{4), the financial arrangements shall be 
as agreed to by DoD and CDDP in the project agreement. 

4. Selection of Prefects: 
A proposal to initiate a project may be made by CDDP to any of the Military Departments of 

DoD pr by any of the Military Departments of DoD to CDDP Each proposal will contain a 
complete i(nd detailed description of the scope of the project and work to be performed and of 
the suggested cost *haring arrangement Projects will be selected by mutual agreement of CDDP 
and the Military Department of DoD concerned. 

5. Project Agreements: 
The «pecific terms and conditions of each project will be governed by a project agreement 

between a Military Department of DoD and CDDP. The project agreement will inter alia »et forth 
the icope of the project*, the work to be performed, type* of report* to be submitted, the time 
and funding Khedules, and the coat tharing arrangement*. 

6. Selection of Prime Contractors: 
The lelection of prime contractor* for work to be performed under a project shall be uibject 

to mutual agreement. 
7. Contract Clauses for Projects: 

The Canadian Government agencies responsible for placing and administering research and 
development contract* with Canadian firms, will insert suitable provision* in such contract* ob- 
taining for DoD the same production rights, data, and information that DoD would obtain for it 
aetf if DoD were solely funding and placing the contract under to Armed Service* Procurement 
Regulation. 

«-507 
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t. Competitivt RtttaKk und Dtytlopmrnt: 
DoD will not cnf^ie b) retearch and development which duplicate the work beinf canfed 

out under my project unlea DoD oontiden tuch reaearch and developcnent to be la the Unftad 
States national intereat. The appropriate DoD agency will notify CDDP before tmdenaklng Mich 
duplicativc r«*earch and developcnent and will. If raqueated by CDDP, promptly am«r Into eon- 
aulutiom with CDDP. 

9. DoD Procurrmenl of Project Developed hems 
Procurement by DoD from Canadian fimu of hemi developed in a project will be made 

under the Defente Production Sharing Program and in accordance with the DoD Armed Scrvioet 
Procurement Regulation. Pursuant to that Regulation, procurement of hems developed by 
Canadian firmi under the Defense Development Sharing Program will not be "let aside" for mall 
business or for labor surplus areas. 

10. Security: 
a Information and materials developed within projects will be considered to be Jointly 

developed, and classification and declastification thereof will be determined jointly. 
b. Classified information and materials exchanged in connection with or developed within 

projects will be safeguarded in accordance with the United States—Canadian Security Agreement 
of January 30, 1962, and the United States—Canadian Industrial Security Agreement effected by 
an exchange of letters dated February 6 and March 31, 1952, as amended. 

11. Disclosure of Classified Information: 
a. Classified information and materials received by either Government under the Defense 

Development Sharing Program but not developed within a project will not be disclosed or trans- 
ferred to third countries, or nationals of third countries, without the consent of the originating 
Government. 

b. Jointly developed classified information and materials will not be transferred or disclosed 
to any third party by either Government or nationals thereof without the consent of the other 
Government. 

12. Sales: 
a. Sales or transfers to any third party of items developed in a project containing classified in- 

formation or materials will be subject to the provisions of paragraph 11. 
b. Sales or transfers to NATO, Commonwealth, and SEATO countries, or nationals thereof, 

of jointly developed unclassified items may be made in accordance with any applicable arrange- 
ments between Canada and the United States regarding munitions control. Sales or transfers to 
any other third party of jointly developed unclassified items will not be made without the consent 
of both parties to this agreement. 

c. Sales or transfers to any third party of jointly developed unclassified rights, information, or 
data necessary for the production of an item developed in a project will not be made without the 
consent of both parties to this agreement. 

13. Other Research and Development Efforts Not in Defense Development Sharing Program: 
a. Consistent with normal DoD source selection procedures, Canadian firms may bid for 

DoD research and development contracts which are to be funded solely by the United States. 
DoD will evaluate proposals from qualified Canadian firms on a parity with proposals received 
from United States firms. CDDP undertakes to ensure that Canadian firms comply with DoD 
procurement procedures. 

b. CDDP may award and solely fund research and development contracts to Canadian firms 
for the purpose of satisfying existing or anticipated DoD requirements. DoD and its Military De- 
partments will not act as Design Authority for such contracts. In the event that the result* of any 
such contract become of sufficient interest to DoD to warrant joint funding, the contract work 
may, upon mutual agreement, be made the subject of a Defense Development Sharing Program 
project. 

14. Canadian Access to United States Information: 
Subject to United States legislation and national policy, the Government of Canada will have 

access to information on the future requirements of DoD research and development programs 
and Canadian firms will have the same access to DoD research and development program infor- 
mation as United States firms. 

15. Supersession of Prior Arrangements: 

4-507 
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Thu Memormndum of UndetiUndini wpenede* the nemonnda hetwteti CDDP and ttie 
United Sutet Departmenu of the Anny. wtd Air Force, mpectivdy. dated July 26, 1960 and 
December 22. 1961, except with retpect lo projecti already cntervd iaU) thereunder. 

16. Effect and Duration: 
Thu Memorandum of Undentandinj will remain in force indefiniteJy. aubject to modification 

or termination at any time by mutual agreement or to termination tii monthi after net-* by 
cither party of written notice of the intention of the other party to terminate It 

CharletM^Drur, Roben S. McN^ar, 
M-mHter o Defence Productwn ^ „, ^ 

Dae: 21 November 1963 ^7,^ Novem 
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m:oRAi<Dui: or UKDSRSTAKDING 

EETWEETT 

THE  GrOVERNI.IEN!r 0? TEE UNITED STATES 

AKD 

TEE GOVEEluSI^T OP TEE UNITED KIKGDOI 

OF GEEAT BRITAIN AND NORTHERN IRELAND 

RELATING TO 

THE PRINCIPLES   GOVERNING COOPERATION  IN 

B&D,  PRODUCTION,  AND PROCUREMENT OF DEFEIISE EQUIHIEtTT 

SHORT TITLE:   COOPERATION 
5-16 ARRANGEI.IENT 



The Goverainent of the United States (USG) and the Goverm::ent 
of the United Klngdor.  of Great Britain and Northern Ireland 
(KL-G), hereinafter referred to as the Governments, are 
developing high technology weapons systems and other 
advanced iteiss of defense equipment and are seeking to 
achieve greater cooperation in research, development, 
production and procurement in these areas in order to make 
the most rational use of their respective industrial 
economic and technological resources, to achieve the' 
greatest attainable military capability at the lowest 
possible cost, and to achieve greater standardization and 
interoperability of their weapons systems. 

The Governments already have an Arrangement dated Kay 
1963 for Joint Military Development and the USG has ce-tain 
offset arrangements with KLIG against purchases by EKG 
of major weapons systems and items of defense equipment. 

In order to further the above aims, the Gcve-^nments have 
decided to enter into an understanding and t^ls "'er-^ar^um 
sets out the guiding principles governing mutual cooperation 
^   r:se eciulPEen" production and purchasing and associated 
offset arrangements.  This Hemorandum is intended to fit 
into ohe croader context of NATO Rationalization/ 
Standardization and to be compatible with anv NATO arr-arsement 
that might subsequently be negotiated. 

SECTION A:  PRINCIPLES GOVERNING RECIPROCAL DEFENSE 
PURCHASING llll 

1.  Each Government has established its policies for       HI 
strengthening the mechanisms essential to increasing 
cooperation in research, development, and production and 
procurement of military systems.  In keeoing with these 
policies, and in the interests of enhancing their mutual 
security and to assist the Governments in discharging 
better their mutual defense obligations, it is understood 
that the Governments will cooperate in all respects 
practicable, to the end that defense eauipraent production 
ana procurenent efforts of the two countries be'administered 
so as to assure the maintenance of a long term and ecuitable 
balance m reciprocal purchasing of defense eauipment. 
This balance will be at levels to be mutually "determined. 

2.  The following principles to facilitate these objectives 
have been decided upon by the Governments: 

a.  Both Governments will provide auoroDriate policy 
guidance and administrative procedures within their 
respective Defense procurement organizations to 
achieve and maintain the agreed-uaon balance of 
reciprocal Defense purchases. 
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b. The Govemr-.ents will identify and nominate for 
consideration by each other itens of defense 
equipment believed suitable to satisfy their 
respective requirements.  The Governments will 
decide between them, to which items of defense 
equipment purchases this Memorandum of Understanding 
(KOUj will apply and whether the items may be 
procured on a Govemment-to-Govemment or Govemment- 
to-Industry basis. 

c. The detailed implementing proced'ores to be arranged 
will incorporate the following: 

(i) Offers will be evaluated without applying 
price differentials under Buy-National laws 
and regulations consistent with national laws 
and regulations. 

(ii) Cffsrs will be evaluated without the cost of 
import duties, and provision will be made 
for duty free entry certificates and related 
documentation. 

(iii) Pull consideration will be given to all qualified 
sources in each other's country in accordance 
with the policies and criteria of the purchasing 
office. 

(iv) Offers will be required to satisfy requirements 
for performance, quality, delivery, and cost. 

d. To facilitate production programs set up in 
implementation of this I'.OU,   the Governments understand 
that subject to their established policies, procedures, 
regulations and subject to privately owned proprietary 
rights, each Government will, so far as it is able, 
without incurring obligations to others, arrange for 
release to the other and to its agents of information 
and technology necessary for the purposes of such 
facilitation. 

e. The Governments, through their appropriate 
representative, will consult concerning any problems 
which may inhibit the efficient operation of this 
arrangement.  Such consultations will be conducted 
on the basis of SECTION B of this LIOU. 

SECTION B:  IKPLEKENTATION KACHINEEY 

1.  Both Governments understand that detailed implementing 
procedures need to be considered and decided upon in order 
to carry out the provisions of this I'OU.  Representatives 
of the Governments will be appointed to develop a 
coordinated program of such implementing procedures, and 
to discuss procurement and production needs of the Governments 
These representatives will meet as required. 
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2. The Director, Defense Security Assistance Agency, 
under the policy guidance of the Assistant Secretary of 
Defense (International Security Affairs), and in coordination 
with the Director, Defense Research and Engineering, the 
Assistant Secretary of Defense (Installations and Logistics) 
and other DOD offices will be the focal point in the US 
Govemnent for the development of an overall coordinated 
program of implementing procedures under this LOU.  The 
Director, Defense Research and Engineering will be respons- 
ible for matters under this L'.OU touching upon research*, 
development, test and evaluation as they relate to bilateral 
arrangements for joint military development.  The Assistant 
Secretary of Defense (Installations and Logistics) will 
be responsible for managing procurement and production 
natters under this I.'.OU on a continuing basis, in coordination 
with OASD(tSA), DSAA and other appropriate DOD offices. 

3. The Head of Defence Sales, L'OD, under the policy 
guidance of the Minister of State for Defence, and in 
consultation, as appropriate with the Chairman and members 
of the liOD Defence Equipment Policy Committee, will be 
responsible on the UE side for the development of an over- 
all coordinated program of implementing procedures under 
this Memorandum of Understanding. 

SECTION C:  INDUSTRIAL PARTICIPATION 

1. Each Government will be responsible for bringing to ^S[ 
the attention of the defense industries within its country, %j 
the basic understanding of this KOU, together with wBM 
appropriate guidance on its implementation. 

2. Implementation of this KOXJ will involve full industrial 
participation.  Accordingly, the Governments will arrange 
that their respective procurement and requirements offices 
will be made familiar with the principles and objectives 
of this LOU.  Notwithstanding the governmental procedures 
to facilitate implementation, it will be the basic respons- 
ibility of industry in each country to isolate, identify, 
and advise its Government of capabilities and to carry 
out the supporting actions to bring industrial participation 
to consummation. 

SECTION D: TERMINATION 

1. This MOU will be terminated on 1 January 1985 unless 
the Governments mutually decide otherwise. 

2. If, however, either Government considers it necessary 
for compelling national reasons to discontinue its participa- 
tion under this L'.OU before 1 January 1985, any proposal 
for termination will be the subject of immediate consultation 
with the other Government to enable the Governments 
fully to evaluate the consequences of such termination. 
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SECTION E:  PCETKER COOPERATION 

Annexes subsequently negotiated by the responsible 
offices and endorsed by appropriate Govemnental 
authorities will forn an integral part of this 
Llemorandun: of Understanding. 

SECTION P:  EFPECTIVE DATE 

This Llemorandus of Understanding will coze into 
operation upon signa-rure by the Governments. 

Signed in duplicate at London this  /-*y •■   day 
September 1975 

of 

or the  Governmen-c  o^f  the For the  Goverr^r^lrc  of tr 
<L VsAJX\ 

United States United Kingdom of Great Britaii 
and Northern Ireland 
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ANNEX I 

Implementing Procedures for the "Memorandum o£ Understanding between the 
Government of the United States and the Government of Great Britain and 
Northern Ireland Relating to the Principles Governing Cooperation in R5D, 
Production and Procurement of Defense Equipment" of 24 September 1975. 

I INTRODUCTION 

On 24 September 1975 the Governments of the United States (US) and the United 
Kingdom (UK) signed a Memorandum of Understanding (MOU) relating to "The 
Principles Governing Cooperation in R^D, Production and Procurement of Defense 
Equipment". The purpose of this document is to set forth the agreed implement- 
ing procedures for carrying out the MOU. 

II M/UOR PRINCIPLES 

A. Both the US and the UK will consider for their defense requirements 
qualified defense items (and associated services included in a procurement 
contract) developed and produced in the other country'. It will be the 
responsibility of government and/or industry representatives in each 
country to obtain information concerning the other country's proposed 
developments and purchases and to respond to requests for proposals 
in accordance with the prescribed procurement procedures and regulations. 
However, the responsible governmental purchasing agencies in each countiy 
will assist sources in the other country to obtain information concerning 
proposed purchases, necessary qualifications and appropriate documentation. 
The responsible governmental purchasing agencies in each country will seek 
to inform themselves of the defense items which might be available from the 
other country to meet specific requirements. 

B. Offers will be evaluated without applying price differentials under 
Buy-National laws and regulations. 

C. Offers will be evaluated without consideration of the cost of import 
duties, and provision will be made for duty free entry certificates and 
related documentation. 

D. Full consideration will be given to all qualified industrial and/or 
Government sources in both the US and UK consistent with the policies and 
criteria of the respective purchasing agencies. 

E. Offers will be required to satisfy requirements for performance, 
quality, delivery, continued logistic support, and cost. In preparing 
Invitations for Bids and Requests for Proposals, and in evaluating Offers, 
where applicable and consistent with national laws and regulations full 
consideration will be given to potential NATO savings and/or .increased NATO 
combat capability expected to result from the procurement of items that are 
standardized or interoperable with those of the Allies. 

Ill ACTION 

In implementing the MCXJ both countries will review and, where considered 
necessary, revise defense policies, procedures and regulations to ensure 

5-21 



that the principles and objectives of this MDU, which are intended to be 
compatible with the broad aims of NATO Rationalization/Standardization 
are taken into account. In addition both countries will: 

A. Ensure that their respective requirement offices are familiar with 
the principles and objectives of this MOU. 

B. Ensure that their respective research and development offices are 
familiar with the principles and objectives of this MDU, which are 
complemented by the "Arrangements for Joint Military Development by the 
US and the UK" of 1963. 

C. Ensure that their respective procurement offices are familiar with 
the principles and objectives of this MDU. 

D. Ensure wide dissemination of the basic understanding of this MDU 
to the respective defense industries. 

E. Assist industries in their respective countries to identify and 
advise the other government of their capabilities and assist industries in 
carrying out the supporting actions to maximize industrial participation. 

T.    Review defense items submitted as candidates for respective requirements 
Indicate requirements and proposed purchases in a timely fashion to ensure 
adequate time for their respective industries to qualify for eligibility. 

G. Make best efforts to assist in negotiating licenses, royalties and 
technical information exchanges with their respective industries. 

H. Ensure that those items excluded from consideration under this MDU for 
reasons of protecting National requirements (for the maintenance of a defense 
mobilization base) are limited to a small percentage of total annual defense 
procurement spending. It is intended that such defense items, as well as 
those items which would not be qualified as a defense item under this MDU 
because of legally imposed restrictions on procurement from nonnational sources, 
should be identified as soon as possible in lists drawn up by MDD and OSD for 
their respective countries, and that the position should be kept under review 
at this level. 

I. Ensure that the balance of reciprocal purchasing within the areas of 
this MCXJ takes into consideration the levels of technology involved, as well 
as the contractual value. 

IV. COUNTING PROCEDURES 

The US and UK Governments will decide between them to which 'items of defense 
equipment this MOU will apply but in principle all defense items (and 
associated services included in a procurement contract) purchased by either 
country will be counted against the goals of this MDU as long as they meet 
the following criteria: 

A. Direct purchases by either Government from the other, including its 
Agencies; 
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B. Direct purchases by either Government from the industry of the other 
country; 

C. Purchases by Industry from the Government or Industry of the other 
country in aid of Government defense contracts; 

D. Purchases by a third country government from either US or UK 
Government or industrial sources as a direct result of effort of the other 
(non-supplying) country. 

E. Purchases resulting from common funded projects to which the US 
and/or UK are contributors, to be credited in proportion to each countiy's 
financial contribution to the project, and to work carried out in each 
country. The applicability of such purchases to this MDU will be aereed 
between MDD/OSD in each case. 

F. License fees, royalties and other associated inccme resulting from 
orders placed by Industry and/or Government with a licensed company in the 
other country. 

V. ADMINISTRATION 

A. Each country will designate points of contact at the Ministry of 
Defense level and in each purchasing service/agency. 

B. Country representatives will meet at agreed intervals to review 
progress in implementing the MOJ. They will discuss development, production 
and procurement needs of each country and the likely areas of cooperation- 
agree to the basis of, and keep under review,- the financial statement 
referred to below; and consider any other matters relevant to the MDU. 

C. An annual US/UK Statement of the current balance, and long teim 
trends, of purchases between the two countries will be prepared on a basis 
to be mutually agreed. Such statement will take account of any US-UK Offset 
agreements in force when the MOU was signed, and will be reviewed during the 
meetings referred to in B above. 

ZL^Afhn^kJL 
For the Government of the United 
States 

x 
ifoate 

/m 
£ (I OCfl-»^_ 

For the Government of the United 
Kingdom of Great Britain and Northern 
Ireland 

3?*   CLf^U   mip 
Date 
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ANNEX II TO THE "MEMORANDUM OF UNDERSTANDIMG BETWEEN 

THE GOVERNMENT OF THE UNITED STATES AND 

THE GOVERNMENT OF THE UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND 

RELATING TO THE PRINCIPLES GOVERNING COOPERATION IN 

R&D, PRODUCTION AND PROCUREMENT OF DEFENSE EQUIPMENT" 

OF 24 SEPTEMBER 1975 

MUTUAL ACCEPTANCE OF TEST AND EVALUATION 

INTRODUCTION 

d^finpH^fh^fK-^^ P^P"1" governing reciprocal Defence purchasing, as 
defined in the subject Memorandum of Understanding (MOU) and in accordance with 
the Implementing Procedures for the MOU (Annex I thereto), representatives of the 
US Department of Defense (DoD) and the UK Ministry of DefenCe

P(MOD have engaged 
*lf CThSTS and.Plantations on Test and Evaluation (T&E) n Defence procure- 
ment. The discussions were aimed at facilitating the implementationTthe MOU by; 

a* noJSc ab0Ut a 1*orou9h'J
mutual understanding of the two governments' 

policies, organisations and procedures for T&E. 

b. Identifying the main differences between the two governments' 
organisa ions and procedures for T&E. 

c. Determining the actions required to overcome any difficulties 
arising from the identified differences, in order to assure 
complete mutual acceptability of T&E procedures. 

U fl^rZ^lt  0f thiS AnneX' drawn UP in accordance with Section E of the MOU 
is to record the concurrence reached by the two governments concernina the mutual 

^K^?0° ctn^aSd
0^ ^.frT^for th0Se sys^riKItte"1"1 

category'of0Sef^^ ^—t by the oth.r. Two 

a. Those still under development. 

b. Those for which development is complete. 
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POINTS OF CONCURRENCE 

3. The objective is to avoid redundant testing. Neither government will 
duplicate tests where acceptable data is available from the other government's 
official test programme. 

4. Existing T&E organisations and procedures of both governments are adequate 
to satisfy the purposes of the MOD. Differences are not such asto justify 
changes being made to the present procedures of either government. 

5. To achieve a more widespread understanding of the two governments' T&E 
organisations and procedures in the US DoD, in the UK MOD, and in the Industries 
of both countries, the two governments will produce guidance information 
necessary to meet the purpose of this Annex, including: 

a. The relationship between their respective T&E organisations and 
procedures. 

b. A US DoD-UK MOD communications matrix for initial contacts. 

6. The focal point for all T&E aspects of procurement relating to development 
testing will be the US Programme Manager or the UK Project Manager for the 
equipment being offered. For operational testing aspects, it will be the 
applicable US Services' independent operational test agency and in the UK, 
the Project Manager. 

MUTUAL ACCEPTANCE PROCEDURES 

7. All proposals for consideration of equipment of one country for procurement 
by the other will require a review of T&E data reflecting test conditions, test 
results and succes criteria on a case-by-case basis. The following procedures 
will therefore be toserved in all procurement considerations: 

a. To facilitate the exchange of T&E data, a common documentation format 
will be adopted. This format will be similar to the US Navy's Test 
and Evaluation Master Plan (TEMP) as outlined in OPNAV Instruction 
3960.10. 

b. For systems under development, the offering government will invite 
participation by the other early in the T&E Droqramme. Should the 
Other government not choose to participate in the testing, tha offering 
Government, subject to its laws, established policies, procedures 
and regulations, and subject to privately owned proprietary rights, 
will arrange for the release to the other of information necessary for 
the purposes of such T&E. 

c. For systems for which development is complete, the offering government 
will ensure, subject to its laws, established policies, procedures and 
regulations, and subject to privately owned proprietary rights, that 
all pertinent T&E data is made available to the other. 
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d. 

e. 

f. 

Should one government adjudge the T&E which has been completed or 
planned by the other to be inadequate for its procurement procedures, 
the two governments will decide by mutual agreement on any additiona 
testing to be earned out. Such additional testing may be conducted 
by either country as mutually agreed. In addition! before such 
additional testing commences, concurrence will be reached bv the two 
governments regarding payment of costs, allocation of resources. 
scheduling and the evaluation criteria which will apply. 

stSd^^r fnTT relea!eS T&E data t0 thG other' ^ is under- stood that, in the absence of any specific agreement to the enntr^rv 
such data is made available in confidence to th^eceiving go?eSent 

InS for So^he^^se^0"^1'0" ^ ^^  within ^ch^rnSf 

thai vuTTnTilt1]^  dfa t':ansmi'ttGd to the other with a legend 

^l^icrLpeMoVs^Jn'lSa"^ t r^b^  the focal points or 
felt that adequate data SSd info?mat?on nne?^f,I11ty 0f T&E' or when ^ is 
matter will be refe Ted ?S the aDDrnn°?.^ l^^  "?* been P^^ided, the 
will be the Director Defense Test and Fv.?„.t?h'' af50rity- For the US this 
the appropriate Systems cSn?rofler  Evaluatlon and for the UK this will be 

g. 

ror the Governi^nTbf the Jin 
States / tea 

J 
orr^GpV-rnment 0f the UnT-TcTlurgdc 
of Great Britain and Northern Ireland 

(97f 
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ortho^nited^LtP^nH^r °f Undcrst^d^0 Between the Government 
r^.fD     ! ^     S  and  the ^overnmcnt of the United  Kingdom of 

CooLrat on^n^^n ^ern.Jrelan5 RGlatin9  t0  the  ^^iples  Governing cooperation JjRJJ. Production and Procurement of Defense Equipment" 
RECIPROCAL AUDITS OF CONTRACTS AND SUBCONTRACTS 

I.      GENERAL 

^ The US/UK Memorandum of Understanding on Co-operation Arrangements 
envisages the need for detailed implementing proceoures to be decided upon 
This Annex deals with reciprocity in the handling of auditing activity 
related to contracts and sub-contracts falling within the scope of the MOU. 

The participating Governments recognize the mutual benefit of 
undertaking reciprocally for each other in their respective countries price 
proposal audits and contract cost audits in connection with the acquisition 
of defence equipment. As used in this Annex the term "audit" may include 
but is not limited to, the following services including Field Pricing Support 
as appropriate to the contract or sub-contract concerned: 

- Survey of contractor's, capability; 
- Pre-contract audit; 
- Audit during contract performance; 
" Audit after contract performance, e.g. termination, before payment 

of final price in respect of fixed price contract or cost type 
contract; JV 

- Verification of compliance with requirements set forth by the 
purchasing government for accounting of contract costs or pricing- 

- Verification after contract award of the currency, accuracy and 
completeness of data supporting a contractor's price proposal. 

H, PURPOSE AND SCOPE OF AUDITS 

•   The purpose of these audits will be to examine proposed or incurred costs 
^iVrJn'Hp? data 1" sufficient detail to enable the cognizant contract" 
co'nlffc^ orluTcontraaor?"^35111^ ^^ ^otiations with the relevant 

nf r^}\  Performed under the provisions of this Annex will cover all elements 
of cost and identify profit amounts. The auditors will use to the fu est 

S«« aVai1able ^ Pertinent t0 the "d o^ual 

III. AUDIT AGENCIES 

the fJlUing^ncles? ^^ PUrSUant t0 the Provisions ^ this Annex by 

- For audits in the United States when requested by the United Kinodnm 
Government, the Defense Contract Audit Agency (DCAA).        9 

For audits in the United Kingdom when requested by the United States 
Government, the Accountancy Services (AS(PE)) of the Ministry of 
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IV. AUDIT REQUEST PROCEDURES 

Requests for audits will be transmitted as follows: 

Requests by the United Kingdom Government: 

- Cognizant Procuring Contracting Office for Acquisitions under 
U.S. Foreign Military Sales (FMS) procedures. 

- The Director of Defense Contract Audit Agency, Cameron Station, 
Alexandria, Virginia 22314, for all other acquisitions. 

Requests by the United States Government: 

- Head of Contracts Policy, Procurement Executive, 
Ministry of Defence. 

These requests will be transmitted with all the supporting documents and 
required format of the audit report, 

V. OPERATING RULES 

Before any relevant contract action commences, representatives of each 
Government will consult with one another as necessary to define the goals and 
the scope of the audits required. 

The audits will pay regard to the Government accounting conventions 
applicable to the supplier's business and be performed in accordance with the 
terms of the contract or sub-contract as required by the law and policy of 
the purchasing Government. 

Each Government will accept auditing services performed on its behalf by 
the other as if it had performed those services itself as long as these reflect 
the particular or specific interest of the purchasing authority. 

Each Government will make available to the other data pertinent to the 
relevant contract or sub-contract, including that associated with disclosed 
accounting practices, in support of the contracting officer's negotiation 
activity. 

Applicable contracts or sub-contracts will invoke the provisions of this 
Annex. 

Each audit report will respond to the questions contained in the request 
for audit and will detail any problems encountered during the audit. The 
report should enable the contracting officer to evaluate independently the 
acceptability of the price proposals or costs. 

Upon request of the contracting officer, additional information, 
supporting data, and explanations or clarifications will be provided to him 
or to his duly authorized representatives. The contracting officer will have 
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the final authority to determine when adequate audit information has been 
provided for negotiation purposes. 

Each Government will endeavour that in all possible cases its agencies 
Will perform audits under the provisions of this Annex. If, due to extra- 
ordinary circumstances, a Government is unable to perform an audit, or to 
perform it in a reasonable time, the contracting country's agencies would have 
a right to perform the audit themselves. 

VI. PROTECTION OF INFORMATION 

Each audit report will be prepared by the audit agency and submitted in 
confidence. No report, or data therein, will be disclosed to third parties 
unless the cognizant authorities of both parties and the audited supplier deem 
this to be appropriate. However, the contracting officer will normally release 
the final results of audits-of sub-contractors to higher tier contractors for 
negotiation purposes. Specific information or extracts from the report may 
only be given to higher tier contractors in accordance with any directions or 
qualifications contained in the audit report. 

Data obtained through the implementation of this Annex will receive the 
same protection against unauthorized disclosure as such data would normally 
receive under the laws and rules of the country which receives it. 

VII. NATIONAL SECURITY 

Access to classified information involving the national security of each roa 
country will be governed by the provisions of the MOU. 

United States United Kingdom 

^[Batel "       Xditil  
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THt: 5.L'cr<nTARY or nirrnNSE 
V/A^HINOIOU   O   C. 20301 

16 May 11)77 

MEMORANDUM FOR SJXRETARIES OP THE MILITARY DEPAUTMnh-S 
DJrjXTOU OF DEFENSE RESEARCH f. EKGINrKi'JK'r 
ASSISTANT SECRETARIES OF DEFENSE 
DIRECTOR,  PLANNING AND EVALUATION 
DIRECTOR, DEFENSE COMMUNICATIONS AGENCY 
DIRECTOR, DEFENSE LOGISTICS AGENCY 
DIRECTOR,  DEFENSE SECURITY ASSISTANCE 

AGENCY 

SUBJECT:   US-UK MOU on Reciprocal Defense P rocurcmcnt 

a relrfcT. 7   "    ^ JS *"' ^ ^'^ Ki^6om ^  *^* ^ 
^Encl .      v  PrCCurement Memorandum of Understanding (MOU) 
Enclosure 1    attached),  with the objective of providing for a long   erm 

"cquitaole balance" in defense trade.    The primary purpose of .his 
agreement is to promote greater US-UK cooperation la R&D productkn 
^d procurement in order to enhance NATO rationnlUatiou and. standa^- 
izat on    and thereby to achieve the greatest NATO capability at the lov.-e-t 

2     au.V^f *        IT I ^ thiS MOU'   ":CCUted 0:1 2 Al-'il J976   (Enclosure 2.   attached),  contains certain agreed upon implementation procedures 
for carrying out the MOU.    The purpose of this memorandum is to provide 

l"        Cm'?-^   f l1-^0 the lmPlem-tat-» ^ this agreement.    For its 
part,   .he UK v.ull be taking necessary slops within -its own procurement 
framework to ensure reciprocal US access to the UK defense market,  in 
keeping wjth the purposes of the MOU. 

Applicability 

mD-^ mnc ;eSlriCted ^ M  Provisions of US National Disclosure Policy 
*JntJ: ?        , or regulations: or (3) US Defense Mobilisation Base 
Reqmremcnto: and subject to US Industrial Security Requirements; all as 
fur her discussed nerein; this guidance shall apply to all procurements of 
defense items and related services (to include  components,   subsystems, 
and major systems r.t all technology levels,  and at any phase of the 
procurement cycle from concept definition through production). 

RcsponsSbility for Implementation 

^LTc^T"1^8 ^ " ** PrlnaPall>- «»« responsibility of the industry 
of each country to seek a market for its products; however.  DoD pcrsoLl 
will, whenever possible, take positive acJion to farllilate tins effort. 
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UK sources arc to be provided every opportunity to compete on a fair and 
equal basis with US sources for both RLD and production contract:;, con- 
sistent with National Disclosure Policy. 

Socurit I 

The US and the UK entered into a Security Agreement in 1961,   followed by 
an Industrial Security Agreement which was. revised and accepted in 1973. 
Both agreements cover aspects and details conceminrr protection of US 
and UK classified information exchanged between both countries.    The 
Industrial Security Agreement details the security procedures regarding 
performance of US classified contracts in the UK as well as performance 
of UK classified contracts in the US.    The primary document which imple- 
ments procedures for safeguarding classified information within industry 
under such bilateral agreements is Section VIII of the Industrial Security 
Regulation (DoD 5220. 22-R).    This section,  entitled "International Security 
Program," also includes detailed requirements concerning security of 
foreign classified contracts or subcontracts in the US (para.   8-103),  and 
security of US classified contracts or subcontracts awarded to a foreign 
contractor (para.   8-104). 

All recipients are reminded that the Directorate for Industrial Security, 
Headquarters,   Defense Logistics Age.ncy,  must be informed whenever a 
US contractor is authorized to place a US classified contract in a foreign 
country involving disclosure of US classified information to the foreign^ 
country (para.   S-104c). 

Foreign Licenses and Technical Assistance Apreements 

Technical assistance in the form of data,  foreign patent rights,  manu- 
facturing aids,  etc.,  necessary to enable UK sources to produce supplies 
or perform services may be exported by means of Foreign Licenses and 
Technical Assistance Agreements using cither Foreign Military Sales 
(FMS) or International Traffic in Arms Regulations (1TAR) procedures. 
The cognizant DoD Component will insure that proper coordination and 
approvals arc obtained.    Such coordination should bo clone expctlitiously 
to enable timely teaming relationships between US and UK firms.    The 
objective should be to better the existing 20 working day DoD prorcssing 
time requirement for such munition licenses (reference DoD SOvO.ZS). 
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For major progrnmo where exports of lari-c amounts of data v/ould be 
involved,  creation of n "US Government Approved Project" (reference 
Z2CFR 125. ll(a)(10)) shonld be considered as a potential mcchunir.m for 
cimplifyinp, the Covcrnmontal approval process for information release. 
In casqs where, this mechanism is determined to be appropriate,  as veil 
as in cases involving sensitive design and manufacturing technologies, 
technology release guidelines will be prepared to provide necessary guid- 
ance to the US project office or other implementing activity.    Such guide- 
lines must be coordinated with ODD?»kE,  OASDihiRAkL),  and OA5D(JSA). 
It should be noted that the provisions of the National Disclosure Policy 
apply to the export of US classified military information through direct 
commercial channels (ITAR),  as well as under FlvIS procedures.    Specific 
guidance is provided in the Industrial Security Regulation DoD 5220. 22-R; 
ASPR Section IX,   Part 3; DoD Directive 5230. 11; and 22CFR 121-128 
(ITAR) as implemented by DoD Directive 5030.28. 

Issuance and Evaluation of Solicitations 

"When UK sources are provided copies of Requests for Proposals (RFP) 
or are included on Bidders Lists,   Procurement Offices will ensure that a 
reasonable period is permitted for all sources to respond to solicitations. 

Where the possibility of competition from UK sources exists,  notification 
shall be given to all potential competitors by the inclusion of an appropriate 
clause in the solicitation document.    A sample clause entitled "Notice of 
Potential Foreign Source Competition" is attached as a guide (Enclosure 3), 
until such time as an approved clause is published in the ASPR. 

UK sources competing for DoD requirements must be responsive to all 
normal terms and conditions of DoD solicitations (e.g., quality,  perform- 
ance,  delivery, logistic support,  etc.).    If unusual technical or security 
requirements would preclude the procurement of otherwise cost effective 
UK defense items,  the need for such requirements should be specifically 
reviewed.    Under no circumstances will unusual technical or security 
requirements be imposed solely for the purpose of precluding the procure- 
ment of UK defense items. 

In addition, UK sources will not be automatically excluded from submitting 
bids or proposals because their defense items have not been tested and 
evaluated by a US DoD Component.    Components who find it necessary to 
limit solicit?tions to sources whose items h.ive been service tested and 
evaluated by the Component,  should make provision for considering UK 
items which have been tested and accepted by the UK for service use, 
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subject to US confirnvitory tcr.tn if ncccss.iry.   Where it appcarr that 
these provisions might aclvcrsuly delay Service programs, the conrnr- 
rence of the DoD Acquisition I'.xecvilive will he ohtained prior to tne 
exclusion of the UK item from consideration.    Sufficiency of UK curvicc 
testing should he considered on a casc-hy-case basis.    When US torfirrn- 
atory tests are deemed necessary by the Component,  US test and evalu- 
ation standards,  policies,  and procedures will apply. 

In furtherance of the objectives set forth in the attached MOU and Annex I 
thereto,   it has been determined pursuant to section 2 of title III of the Act 
of March 3,   1933 (47 Stat.   1520;41 U. S. C.  I 10a,  Buy American Act) that 
it would be inconsistent with the public interest to apply the restrictions of 
that Act with respect to certain items of UK produced or manufactured 
Defense equipment procured to meet US DoD requirements (see Enclosure 
4).    Accordingly,  bids or proposals submitted by UK sources with respect 
to these items of Defense equipment shall be evaluated without the applica- 
tion of the price differentials normally applied pursuant to the Buy American 
Act requirements contained in Section VI of the Armed Services Procure- 
ment Pscgujation (ASPi<).    In addition, bids and proposals shall be evaluated 
without the application of the price differential normally applied pursuant to 
the Balance of Payments requirements contained in Section VI of the ASPR. 
in those instances susceptible to issuance of a duty-free entry certificate, 
as provided in Section VI,  part 6 of the ASPR, bids or proposals submitted 
by UK sources shall be evaluated without application of duty.    If,  when 
evaluated in accordance with the above,  a UK source is determined to be 
the lowest,  responsive,  responsible bidder or offerer, the cognisant 
Procurement Office shall normally proceed to make award to that source. 

Nothing contained herein and in the determination (Enclosure 4) pursuant 
to section 2 of title IU of the Act of March 3,   1933 shall affect the authority 
or responsibility of the cognizant Service Secretary or head of a Defense 
Agency to reject an otherwise acceptable UK bid or proposal in those 
instances where such rejection is considered necessary for reason? of 
the national interest.    In instances where such a rejection of a UK bid or 
proposal is contemplated,  a copy of the proposed decision shall be for- 
warded to the OASD(MRAJcL)PP,  ken working days in advance of issuance. 

In those instances where award is to be made to a UK source and where 
a duty-free entry certificate is susceptible to issuance, the contract shall 
provide for duty-free entry by inclusion of the appropriate clause(s) 
referenced in ASPR 6-603. 3. 

i 
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ITtilization of UK Sources 

In furtherance of the MOU,  each DuD Component is reqncstocl to (1) 
publicise the existence of the MOU among it:; prime contractor..; and 
requcfrt that they consider UK sourees for subcontracting opporlunilies- 
(2) permit nllendunce by UK industry (subject to the provisions ol the    ' 
paragrr.ph above entitled,   "Applicability") at symposia, proSram brief- 
mgs,  pre-sobeitation and pre-av/ard conferences which address US 
defense equipment needs and requirements (notifications/invitations 
should be addressed to Counsellor,   (Defence Supply) British Embassy 
Washington,  D.   C.   20008); and (3) in connection with the review of prime 
contractor subcontracting procedures,  assure that UK sources are not 
precluded from obtaining subcontracts for reasons that would contravene 
the MOU. 

KestricMons on UK Participation 

Except where the quantity being procured is greater than that required to 
maintain the US defense mobilization base,  UK sources shall be excluded 
from consideration for (1) participation in the production of items for which 
contracts are negotiated pursuant tt. the authority of ASPR 3-216    and (2) 
the restricted items set forth in ASPR 1-2207.    In accordance with para- 
graph m H of Annex I to the MOU.  a list of such items has been developed. 
The list will be periodically reviewed with representatives of the UK 
Ministry of Defence (MOD) in order to apprise them of those procurements 
for wluch UK sources will normally be excluded.    From time to lime new 
items may be identified for inclusion in this list and items already included 
may be deleted.    All proposals for additions and deletions shall be coordi- 
nated through OASD(MRA&L)YrP.    Procurements of the items noted above 
are the onl^r ones for which UK sources shall be prohibited from partici- 
pation on the basis of protecting the defense mobilization base. 

UK sources may also be excluded from participating in the procurement 
of other items which do not qualify as "defense items " within the meaning 
of this MOU because of legally imposed restrictions on their purchase 
from non-national sources.    This category of items includes, but is not 
necessarily limited to. the items contained in ASPR Section VI, Part 3, 
and^the DoD Appropriation Act prohibitions concerning the construction 
of Naval vessels or major components of the hull or super-structure 
thereof. 
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National Disclosure Policy may nccessUatc arlditional exclusion'-, appli 
cable to design,  technology, or systems.    Such cxclustonit will be cKtor 
mined jn accordance wilh the technology release guidelines dcvclontrl 
pursuant to the paragraph above entitled.   "Foreign Licenses and Tcchricnl 
Assistance /igreements. " * 

UK sources shall not.be excluded from participating in the procurement of 
nny items where such participation would be permitted by existing exceptions. 

Jmplcmcntp.tion by DoD Comnonents 

This memorandum cancels and supersedes the previous memorandum on 
this subject,  dated 24 November 1976. 

The guidance contained in this memorandum will be incorporated in the 
ASPR as soon as possible.    In the interim,  it is requested that each 
addressee give broad distribution to this memorandum v/ithin his Component 
as well as to major prime contractors; and take any additional action con- 
sidered necessary to ensure that the spirit and intent of this agreement is 
fulfilled,    it is further requested that information copies of Departmental 
instructions promulgating this guidance within your respective Components 
be forwarded to OASD(MRAkL)PP within 45 days from the date of this Wm 
memorandum. ^V 

Enclosures (4) 
As Stated 
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Determination and Findings 

"Exception to the Buy American Act 

I hereby make, as department head, the following findings and determina- 
tion regarding the application of the restrictions of section 2 of title III of 
the Act of March 3,   1933 (47 Stat.   1520; 41 U.S. C.  S 10a; Buy American 
Act) to the items of Defense equipment and other Defense items described 
below. 

Findings 

1.   Section 814(a) of the Department of Defense Appropriation Authoriza- 
tion Act,   1976 (89 Stat.  544), as amended by section 802 of the Department 
of Defense Appropriation Authorisation Act,   1977 (P. L.   94-361), provides 
that "[ijt is the policy of the United States that equipment procured*for-the 
use of personnel of the Armed Forces of the United States stationed in 
Europe under the terms of the North Atlantic Treaty should be standard- 
ized or at least interoperable with equipment of other members of the 
North Atlantic Treaty Organization."   The Act provides that ".   .   .  the 
Secretary of Defense shall,  to the maximum feasible extent,  initiate and 
carry out procurement procedures .  .   . •• to carry out that policy.    The 
Act further provides that "[wjhenever the Secretary of Defense determines 
that it is necessary,  in order to carry out [this] policy .... to procure 
equipment manufactured outside the United Slates,  he is authorized to 
determine,  for the purpose of section 2 of title III of the Act of March 3, 
1933 (47 Stat.   1520; 41 U. S. C.  §10a),  that the acquisition of such equip- 
ment manufactured in the United States is inconsistent with the public 
Interest," 

2.    The United States Government (US) and the Government of the United 
Kingdom of Great Britain and Northern Ireland (UK) are developing high 
technology weapons systems and other advanced items of Defense equip- 
ment and are seeking to achieve greater cooperation in research, develop- 
ment, production and procurement in these areas in order to   make the 
most rational use of their respective industrial, economic and technological, 
resources, to achieve the greatest attainable military capability at the 
lowest possible cost, and to achieve greater itandardization and inter- 
operability of their weapons systems.    In Order to further these aims, 
the US and the UK, on September 24,  1975, entered Into a Memorandum 
of Understanding (MOU), titled "Cooperation Arrangement," which sets 
out the guiding principles governing mutual cooperation In Defense equip- 
ment production and purchasing and associated offset arrangements. 
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S.   The MOU provides that the US and UK each have established policies 
for strengthening the mechanism essential to increasing cooperation 
in research, development, and production and procurement of military 
systems.    In keeping with these policies, and in the interest of enhancing 
their mutual security ^obligations, the MOU provides that the US and UK 
agree to cooperate in tall respects practicable, to the end that Defense 
equipment production and procurement efforts of the two countries be 
administered so as to assure the maintenance of a long-term and equitable 
balance, at mutually determined levels,  in reciprocal purchasing of 
Defense equipment. 

4. Among the agreed principles set forth in the MOU to facilitate the 
objectives of the agreement is the development by the US and UK of 
detailed implementation procedures,  insofar as concerns reciprocal 
Defense purchasing, which provide for offers to be evaluated without 
applying price differentials under "Buy-National" laws and regulations, 
consistent with national laws and regulations. 

5. This Determination and Findings covers all items of UK produced or 
manufactured Defense equipment other than those items which have been 
excluded from consideration under the MOU for reasons of protecting 
National requirements,   such as for the maintenance of a Defense mobiliza- 
tion base,  and those items subject to legally imposed restrictions on pro- 
curement from non-national sources. 

Determination 

Pursuant to section 2 of title III of the Act of Mjirch 3,  1933 (47 Stat.   1520; 
41 U.S. C.   61Ca; Buy American Act),   I hereby determine that for the class 
©f items described herein,  it is inconsistent with the public interest to 
apply the restrictions of the Buy American Act, 

Nothing herein shall affect the authority or responsibility of the Secretary 
of a Military Department or head of a Defense Agency to reject any bid or 
offer when he considers such rejection necessary for reasons of the national 
interest. 
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NOTICE OF POTENTIAL FOREIGN SOURCE COMPETITION 

Bids or proposals for this procurement are being solicited from sources 

in the United Kingdom of Great Britain and Northern Ireland (UK). 

It has been determined by the Secretary of Defense that the restrictions 

of section 2 of title III of the Act of March 3, 1933 (47 Stat. 1520; 41 U.S..C. 

i 10a: Buy American Act) shall not apply to items of Defense equipment 

described in this solicitation when produced or manufactured by UK 

sources. 

Enclosure 3 
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RESEARCH AND 
ENGINEERING 

OFFICE OF THE UNDER SECRETARY OF DEFENSE 
WASHINGTON, D.C. 20301 

.2 AUG 1979 

MEMORANDUM FOR Assistant Secretary of the Army (RDA) 
Assistant Secretary of the Navy (MRA&L) 
Assistant Secretary of the Air Force (RDSL) 
Director, Defense Communications Agency 
Director, Defense Contract Audit Agency 
Director, Defense Logistics Agency 
Director, Defense Mapping Agency 
Director, Defense Nuclear Agency 

SUBJECT:  U.S./UK MOU on Reciprocal Defense Procurement 

Annex I to the subject MOU, covering Implementing Procedures, was 
disseminated by the Secretary of Defense on 16 May 1977 to Department of 
Defense (DoD) Components and Agencies, together with initial guidance. 
Annex II to the MOU covered Mutual Acceptance of Test and Evaluation. 
A third Annex (enclosure) has now been signed entitled, "Reciprocal 
Audits of Contracts and Subcontracts." Essentially, this Annex 
constitutes an agreement whereby the British Ministry of Defense (MOD) 
will provide audit services for DoD activities contracting with British 
firms, and the Defense Contract Audit Agency (DCAA) will provide audit 
services for MOD procurement in the United States. As spelled out in 
the Annex, the agreement is intended to cover a broad range of audit 
services. 

The Annex is self-explanatory, and is effective immediately.  Pending 
publication in the Defense Acquisition Regulation (DAR), contracting 
officers desiring audit services in connection with procurements from 
British firms should address their requests to: 

Head of Contracts Policy 
Procurement Executive 
Ministry of Defense 
St. George's Court 
]k  New Oxford Street 
London, WCIA IEJ 

Requests for audit services should specify, as a minimum, the purpose 
of the audit, any special requirements for information, and the office 
to which the audit report is to be submitted.  DCAA will provide advice 
as necessary to contracting officers in the preparation of audit requests, 
and in the interpretation of audit reports received from the MOD. 
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Legislation is now pending before the Congress that would permit 
exchange of these services among NATO governments on a reciprocal 
no/charge basis.  Pending the enactment of such legislation and 
consumation of implementing agreements, the United States must be 
compensated for the full cost of performing audit services requested 
by the MOD.  In the event compensation is sought by the MOD for 
audits of British contractors, separate contracts or purchase orders 
for such services should be entered into for that purpose. 

This Annex does not interfere with the audit prerogatives of the U.S. 
General Accounting Office, and does not constitute authority to delete 
the Examination of Records by Comptroller General clause. 

KOBERT F. TRIMBLE 

Enclosure Acting Deputy Under Secretary 
a/s (Acquisition Policy) 
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Memorandum of Understanding 

between the 

Government of Norway 

and the 

Government of the United States of America 

concerning the 

Principles Governing Mutual Cooperation 

In the 

Research and Development, Production and Procurement of Defense Equipment 

Enclosure 1 
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PREAMBLE 

The Government of the United States of America and the Government of 
Norway hereinafter referred to as the Governments: 

o Intending to Increase their respective defense capabilities 
through more efficient cooperation In the field of research 
and development, production and procurement of defense equip- 
ment. In order to: 

- Hake the most cost-effective and rational use of the 
funds allocated to defense to the extent permitted by 
their national policies; and 

- Promote the widest possible use of standard or Inter- 
operable equipment; and 

- Develop and maintain an advanced technological capability 
for the North Atlantic Alliance, and particularly with 
respect to the parties to this Agreement; 

o Noting that no general agreement covers harmonization of mutual 
procurements, although specific offset agreements have existed 
between them In the past; and 

o Seeking to Improve the present situation and to strengthen their 
military capability and economic position through the further 
acquisition of standard or interoperable equlpmenc 

have entered Into this Memorandum of Understanding in order to achieve the 
above alms. 

This Memorandum of Understanding (MOU) sets out the guiding principles 
government mutual cooperation In defence equipment research and development, 
production and procurement. 

The Government of the United States of America and the Government of Norway 
conclude this Memorandum of Understanding to strengthen the North Atlantic 
Alliance. In so doing, the Governments are fully aware that the Independent 
European Program Group (IEPG) wants to enhance equipment collaboration by 
more comprehensive and systematic arrangements among the Individual member 
nations. 

The two Governments agree that this Memorandum of Understanding should be 
Incorporated In the larger context of the cooperation between Europe and 
North America within the Alliance. 
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All agreements or the relevant provisions of such agreements between the 
Independent European Program Croup (IEPG) and the United States of America 
shall take precedence over this Memorandum of Understanding, assuming 
Norway Is a party to such agreements. 

ARTICLE I 

Principles Governing Reciprocal Defense Cooperation 

1. Both Governments Intend to achieve and maintain a long-term equitable 
balance In their exchanges. In terms of the value of contracts and 
technological levels, to the maximum practicable extent consistent 
with their national policies.  Equitable balance. In principle, shall be 
achieved when the two Governments have exhausted all means at their 
disposal to maximize defense R&D cooperation and reciprocal procurement 
to the extent permitted by the size and nature of each country's techno- 
logical and Industrial base. 

2. This agreement Is Intended to cover areas In which possible bilateral 
cooperation could be achieved in conventional defense equipment research 
and development, production and procurement, complementing the work of 
the Conference of National Armament Directors (CNAD) and the Independent 
European Program Group (IEPG). 

3. The two Governments will, consistent with the laws, regulations, ?nd 
practices having the force of law of each Government, give full consideration 
to all requests for cooperative R6D, and to all requests for production and 
-procurement which are Intended to maximize Alliance standardization and/or 
Interoperability. 

k.    The two Governments shall, In the spirit of cooperation, mutually 
determine the counting procedures that will apply to all Items under 
this agreement (and associated services Included In a contract) purchased 
either directly by the two Governments or through their relevant Industries. 

5. In the Interests of standardization and the effective utilization of 
scarce resources, the two Governments shall, If possible, select qualified 
defense Items that have been developed and produced In the other country 
to meet their requirements In accordance with the procedures of paragraph 

9 below. 

6. Each Government »ay propose to the other any particular Item of equip- 
ment that night be suitable for use by the other Government. Indicative, 
lists are provided In the annexes. 
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7. Both Governments will provide approprlite policy guidance end edmln- 
Istrettve procedures within their respective defense procurement organiza- 
tions to facilitate achievement of the alms described In paragraph 5. 

8. Barriers to procurement or coproductlon of an Item of defense equip- 
ment that has been developed In the other country shall be removed, Insofar 
as laws and regulations permit. This Includes the removal of customs 
duties and other discriminatory levies as well as the waiver of pro- 
tectionist provisions. 

9. Normal competitive contracting procedures shall be used In acquiring 
Items of conventional defense equipment developed In each other's 
country for use by either country's defense establishment. 

10. Full consideration will be given to all qualified Industrial and/or 
Government sources In each other's country consistent with the national 
procurement policy and criteria.  It Is therefore understood that Items 
offered shall satisfy requirements for performance, quality, delivery 
and cost. 

11. Both Governments will review Items submitted ascandidates for 
respective requirements. They will Indicate requirements and proposed 
purchases In a timely fashion to ensure adequate time for their respective 
industries to qualify for eligibility and submit a bid or proposal. 

12. Each Government will ensure that the technical data packages (TDPs) 
made available under.this MOU are not used for any purpose other than 
for the purpose of bidding on, and performing, a prospective defense 
contract without the prior agreement with those owning or controlling 
proprietary rights and that full protection shall be given to such 
proprietary rights, or to any privileged, protected, or classified 
data and Information they contain.  In no event shall the TDPs be transferrsd 
to any third country or any other transferee without the prior written 
consent of the originating Government. 

13. Both Governments will use their best efforts to assist In negotiat- 
ing licenses, royalties and technical Information exchanges with their 
respective Industries. 

14. Arrangements and procedures will be established concerning follow-on 
logistic support for Items of defense equipment covered by this Memorandum 
of Understanding. Both Governments will make their defense logistic systems 
and resources available for this purpose as required and mutually agreed. 
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ARTICLE II 

Implementing Procedures 

1. Representatives of the two Governments will be appointed to determine 
In detail the procedures for Implementing this Kenorandum of Understanding. 
Terms of reference will be proposed for • Norwegian-American Committee 
for Reciprocal Procurement, Including rules governing Its work. The 
Implementing procedures under this Memorandum of Understanding shall be 
an Integral part thereof. 

2. The Under Secretary of Defense for Research and Engineering, In 
coordination with^the Assistant Secretary of Defense for International 
Security Affairs, the Assistant Secretary of Defense for Manpower, Reserve 
Affairs and Logistics, the Director, Defense Security Assistance Agency, 
and other appropriate Department of Defense officials, will be the responsible 
authority In the United States Government for the development of Implementing 
procedures under this Memorandum of Understanding. 

3. The Director General of Armaments In the Ministry of Defense will 
be the responsible authority of the Government of Norway for any matter 
relating to the procedures for implenenting this Memorandum of Understand- 
ing. 

ARTICLE III 

Industry Participation 

1. Each Government will be responsible for calling to the attention of 
the relevant Industries within Its country the basic understanding of 
this Memorandum of Understanding, together with appropriate implementing 
guidance.  Both Governments will take all necessary steps so that the 
Industries comply with the regulations pertaining to security and to 
safeguarding classified Information. 

2. Implementation of this Memorandum of Understanding will Involve full 
Industrial participation. Accordingly, the Governments will arrange to 
Inform their respective procurement and requirements offices concerning the 
principles and objectives of this Memorandum of Understanding. However, 
primary responsibility for finding business opportunities In areas of 
research and development and production shall rest with the Industrial 
participants of each country. 

B 
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ARTICLE IV 

Security 

1. To the extent that any Items, plans, specifications or Information 
furnished In connection with the specific Implementation of this Memorandum 
of Understanding are classified by either Government for security purposes., 
the other Government shall maintain a similar classification and employ 
measures necessary to preserve such security equivalent to those measures 
employed by the classifying Government throughout the period during which 
the classifying Government may maintain such classification. 

2. The operating procedures for the Implementation of the General Security 
of Information Agreement dated 26 February 1970 between the United States 
Department of Defense and the Norwegian Ministry of Defense apply to 
activities under this Memorandum of Understanding. 

ARTICLE V 

Duration 

1. This agreement will remain In effect for a ten-year period following 
its signing, unless otherwise agreed by both Governments. 

^2. If, however, cither Government considers It necessary for compeHlng 
national reasons to discontinue its participation under this Memorandum of 
Understanding before the end of the ten-year period, written notification 
of Its Intention will be given to the other Government six months In 
•advance of the effective date of discontinuance. Such notification of 
Intent would be a matter of immediate consultation with the other Govern- 
ment to enable the Governments fully to evaluate the consequences of such 
termination and. In the spirit of cooperation, to taka such actions as 
necessary to alleviate problems that may result from the termination. In 
this connection, although the Memorandum of Understanding may be terminated 
by the parties, any contract entered Into consistent with the terms of this 
agreement shall continue In effect, unless the contract Is terminated In 
accordance with Its own terms. 

ARTICLE VI 

Administration 

1. Each Government will designate points of contract at the Ministry of 
Defense level and In each purchasing service/agency. 
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2. Government representatives will meet as agreed or at the request of 
either Government to review progress In Implementing the Memorandum of 
Understanding. They will discuss development, production and procurement 
needs of each country and the likely areas of cooperation; agree to the 
basis of, and keep under review, the financial statement referred to 
below; and consider any other matters relevant to the Memorandum of 
Understanding. 

3. An annual United States/Norway Statement of the current balance, and 
long-term trends, of RtD cooperation and purchases between the two countries 
will be prepared on a basis to be mutually agreed. Such statement will 
take account of any United States-Norway offset agreements In force when 
the Memorandum of Understanding was signed, and will be reviewed during 
the meetings referred to In paragraph 2 above. 

ARTICLE VII 

Annexes 

Annexes negotiated by the responsible offices and approved by the appropriate 
Government authorities will be Incorporated In this Memorandum of Understanding 
and made an integral part thereof. 

ARTICLE VIII 

Implementation 

1» The arrangements contained In this Memorandum of Understanding repre" 
sent the understanding reached between the Government of the United 
States of America and the Government of Norway upon the matters referred 
to herein. Each Government must mutually agree to any amendment of this 
Memorandum of Understanding. 

2^:"This agreement. In two original texts In the Norwegian and English 
languages, both texts being equally authentic, will come Into effect 
at the date signed by both Governments. 

nt of Norway For the United States Government 
Defense The Secretary of Defense 

B 

WRY 19 ^ 
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ANNEX I 

to 

Memorandum of Understanding between the Government of Norway and the 

Government of the United States of America concerning the Principles 

Governing Mutual Cooperation in the Research and Development, Production 

and Procurement of Defense Equipment, signed at Brussels on 19 May 1978. 

Implementing Procedures for the "Memorandum of Understanding between the 

Government of the United States and the Government of Norway Relating to 

the Principles Governing Cooperation In R&D, Production and Procurement 

of Defense Equipment" of 19 May 1978. 

I. INTRODUCTION 

On 19 May 1978 the Governments of the United States (US) and Norway 

signed a Memorandum of Understanding (MOU) relating to "The Principles 

Governing Cooperation in R&D, Production and Procurement of Defense 

Equipment." The purpose of this document is to set forth the agreed 

implementing procedures for carrying out the MOU. 

II. MAJOR PRINCIPLES 

A. The US Department of Defense (DoD) and the Ministry of 

Defense of Norway (MOD) will each consider for their defense requirements 

qualified defense Items (and associated services Included In a procure- 

ment contract) developed or produced In the other country. (See also 

Paragraph III of this Annex). MOD and DoD will also Identify to one 

another, as soon as possible, those practices of their respective 

countries having the force of law that may potentially restrict the ful- 

fillment of the Memorandum of Understanding and this Annex. 

B. It will be the responsibility of government and/or Industry 
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representatives in each country to obtain Information concerning the 

other country's proposed developments and purchases and to respond to 

requests for proposals. However, the responsible governmental purchas- 

ing agencies In each country will assist sources In the other country 

to obtain Information concerning proposed purchases, necessary qualifi- 

cations and appropriate documentation. 

III.    ACTION 

In.implementing the MOU, DoD and MOD will review and, where considered 

necessary revise policies, procedures and regulations to ensure that the 

principles and objectives of this MOU, which are Intended to be compatible 

with the broad aims of NATO Rationalization/Standardization, are taken 

Into account. The DoD and the MOD agree that having taken the measures 

listed below, they will have fulfilled their obligation under Paragraph 1, 

Article I, of the MOU, to exhaust all means at their disposal to maximize 

defense R&D cooperation and reciprocal procurement. These measures will 

be utilized in a reasonable manner recognizing among other factors, 

delivery date requirements for supplies, the Interest of security and the 

timely conduct of the procurement process, and requirements attendant to 

ensuring free and full competition for the award of contracts. 

A. Ensure that their respective requirements offices are 

familiar with the principles and objectives of this MOU. 

B. Ensure that their respective research and development 

offices are familiar with the principles and objectives of this'MOU. 

C. Ensure that their respective procurement offices are fami- 

liar with the principles and objectives of this MOU. 

0. Ensure wide dissemination of the basic understanding of 

this MOU to tht respective defense industries. 
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E. Ensure that, consistently with national laws and regulations, 

offers of defense items produced in the other country will be evaluated 

without applying to such offers, either price differentials under buy- 

national laws and regulations or the cost of import duties. Provisions 

will be made for duty free entry certificates and related documentation. 

F. Assist industries in their respective countries to 

identify and advise the other government of their capabilities and assit 

such industries in carrying out the supporting actions to maximize 

industrial participation. 

G. Review defense items submitted as candidates for respective 

requirements. Identify requirements and proposed purchases in a timely 

fashion to ensure adequate time for their respective industries to par- 

ticipate in the development or production procurement process. 

H. Make best efforts to assist in negotiating licenses, 

royalties, and technical information exchanges with their respective 

industries. 

I. Ensure that those items excluded from consideration under 

this MOU for reasons of protecting National requirements such as the 

maintenance of a defense mobilization base are limited to a small per- 

centage of total annual defense procurement spending. It is intended 

that such defense items, as well as those items which would not be 

qualified as a defense item under this MOU because of legally imposed 

restrictions on procurement from non-national sources, should be identi- 

fied as soon as possible in lists drawn up by MOD and DSD for their 

respective countries, and that the position should be kept under review 

at this level. 
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J. Ensure that the balance of reciprocal purchasing within the 

areas of this MOU takes Into consideration the levels of technology 

involved, as well as the contractual value. 

K. Both DoD and MOD will from time to time arrange visits by 

relevant personnel to the other country In order to actively explore pos- 

sibilities for R&D cooperation and procurement. 

IV.     COUNTING PROCEDURES 

The purchases to be counted against the goals of the MOU will be identified 

jointly by DoD and MOD. In principle (1) all Items procured by the over- 

seas Base Exchanges and Commissary Operations for resale overseas shall 

be counted and (2) all defense items (and associated services included 

in a procurement contract) purchased by DoD and MOD from the other country 

will be counted against the goals of the MOU as long as such purchases meet the 

following criteria: 

A. Direct purchases by the MOD or DoD, including their res- 

pective agencies, from one another. 

B. Direct purchases by either the MOD or DoD from the Industry 

of the other country. 

C. Purchases by industry from the government or Industry of 

the other country in aid of government defense contracts. 

D. Purchases by a third country government from the governments 

of the United States or of Norway or from Industries of the two, countries 

as a direct result of effort of the other (non-supplying) country. 

E. Purchases resulting from common funded defense projects to 

which the United States and/or Norway are contributors, to be credited 

In proportion to each country's financial contribution to the project, 

and to work carried out In each country. The extent to which such 

5-51 



purchases will be counted against the goals of the MOU will be agreed 

between MOD and DoD in each case. 

F. License fees, royalties and other associated Income 

resulting from orders placed by Industry and/or DoD or HOD with a 

licensed company In the other country. 

V.      ADMINISTRATION 

A. Each country will designate points of contact at the 

Ministry of Defense level and In each purchasing service/agency. 

B. Country representatives will meet at agreed Intervals to 

review progress in implementing the MOU. They will discuss development, 

production and procurement needs of each country and the likely area of 

cooperation; agree to the basis of, and keep under review, the financial 

statement referred to below; and consider any other matters relevant to 

the MOU. 

C. An annual United States/Norway Statement of the current 

balance, and long-term trends, of purchases between the two countries 

will be prepared on a basis to be mutually agreed. Such statement will 

take account of any United States-Norway Offset agreements In force when 

the MOU was signed, and will be reviewed during the meetings referred to 

in B. above. 

D. Quality Assurance procedures outlines In STANA6 4107 and 

4108 will apply unless other provisions are mutually agreed to on any 

specific contract. Reimbursement for services provided shall be afforded 

In accordance with the National laws and regulations of each country. 
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ANNEX 2 

to 

Memorandum of Understanding between the Government of Norway and the 

Government of the United States of America concerning the Principles 

Governing Mutual Cooperation in the Research and Development, Production 

and Procurement of Defense Equipment, signed In Brussels on 19 May 1978. 

Indicative Products List (Norway). 

The product areas listed below are Indicative of Norwegian Industry 

capability and Interest. 

The list shall not be considered limitative - and does not preclude 

Norwegian participation In United States Department of Defense evaluation 

and/or research and development programs. 

This list Is subject to updating from time to time as agreed. 

In some Instances Norwegian participation could take the form of delivery 

of components. 

For co-operative research and development purposes Norwegian Interest 

Includes complete systems. 

Army. 

Artillery Including Fire Control 

- Fire Control Systems 

- Radar Chronograph 

- Mortar Fire Control Systems 

- Anti-tank Missile Systems 

- Antyr Air Defense Systems (Guns and Missiles) 

Ammunition 

Multi-purpose Ammunition 
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•   Hortar Bombs (81 m) 

- Smoke Systems - Instantaneous Smoke 

- Special Explosives 

- Proximity Fuzes 

Communication Equipment 

- Command Control and Information Systems 

- SHF-Radlo Link 

NBC Protective Equipment 

- Protective Clothing 

- NBC Decontamination Equipment 

Combat Vehicles/Transport Vehicles 

- Laser Sensors 

Miscellaneous 

- Fire Alarm Systems 

- Electric and other Cables 

Navy. 

- Shlp-to-Shlp Missile Systems 

- Alr-to-Shlp Missile Systems 

- Shlpborne Air Defense and Anti-Ship Missile Defense Systems 

(Guns and Missiles) 

- Inertlal Navigation Systems fpor small and medium 

- Fire Control Systems < sized surface vessels 

- Conmand, Control and Information Systems ^and submarines 

Air Force. 

- Air Defense Missile and Gun Systems 

- Control and Reporting Systems 

- Alr-to-AIr Missile Systems 
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- Air-to-Ground Missile Systems 

- Pneumatic Jet Starter 

Hlscellaneous. 

- Ships Gear (Hydraulic Pumps, Steering Gear, Winches, Welding 

Equipment, etc.) 

- Steel Wire and Nylon Rope 

- Special Purpose Computers 

- Special Forglngs. 
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THE  SECRETARY  OF DEFENSE 
WASHINGTON. D  C. XOXOI 

OCT 11 W8 

MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS 
UNDER SECRETARY OF DEFENSE FOR POLICY 
UNDER SECRETARY OF DEFENSE FOR RESEARCH AND 
ENGINEERING 

ASSISTANT SECRETARIES OF DEFENSE 
DIRECTOR, DEFENSE COMMUNICATIONS AGENCY 
DIRECTOR. DEFENSE LOGISTICS AGENCY 
DIRECTOR, DEFENSE SECURITY ASSISTANCE AGENCY 

SUBJECT: U.S.-Norway MOU on Reciprocal Defense Procurement 

On May 19, 1978 the U.S. and the Government of Norway entered into 
a reciprocal defense procurement Memorandum of Understanding (MOU) 
(Enclosure 1) with the objective of providing for a long terra 
"equitable balance" in defense trade. The primary purpose of this 
agreement is to promote greater U.S.-Norwegian cooperation in 
research and development (RiD), production and procurement In 
order to enhance NATO rationalization and standardization, and 
thereby to achieve the greatest NATO capability at the lowest 
possible cost. Annexes I and ILr, to this M0UT>contain procedures 
for carrying out the MOU. The purpose of this memorandum is to 
provide initial guidance on the Implementation of the MOU. Norway 
will in turn take necessary steps within its own acquisition frame- 
work to ensure that U.S. contractors have access to the Norwegian 
defense market, in keeping with the purposes of the MOU, 

Applicability 

This guidance shall apply to all acquisitions of defense items and 
related services (to include components, subsystems, and major sys- 
tems at all technology levels, and at any phase of the acquisition 
cycle from concept definition through production), except where 
restricted by (1) provisions of U.S. National Disclosure Policy 
(NOP); (2) U.S. laws or regulations; or C3) U.S. defense mobili- 
zation base requirements and subject to U.S. Industrial Security 
Requirements all as further discussed herein. 

Responsibility for Implementation 

The MOU states that It Is principally the responsibility of the 
Industry of each country to seek a market for Its products. 
Department of Defense (DoD) personnel shall nonetheless, whenever 
possible, take positive tctlon to facilitate this effort, Norwegian 

- i 
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sources are to be provided every opportunity to compete on a fair 
and equal basis with U.S. sources for both R&D and production con- 
tracts, consistent with National Disclosure Policy and legal or 
regulatory restrictions. 

Security 

The U.S and Norway entered Into a general Security of Information 
Agreement on 26 February 1970. The agreement covers aspects and 
details concerning protection of U.S. and Norwegian classified 
Information exchanged between both countries. The primary document 
which Implements procedures for safeguarding classified information 
within industry under bilateral agreements Is Section VIII of the 
Industrial Security Regulation (DoD 5220.22-R), This section, 
entitled, "International Security Program," also includes detailed 
requirements concerning security of foreign classified contracts or 
subcontracts In the U.S. (para, 8-103), and security of U.S. 
classified contracts or subcontracts awarded to a foreign contractor 
(para. 8-104). 

All recipients are reminded that the Directorate of Industrial 
Security, Headquarters, Defense Logistics Agency, must be Informed 
whenever a U.S, contractor Is authorized to place a U,S, classified 
contract In a foreign country Involving disclosure of U,S, classified 
Information to the foreign country (para, 8-104c), 

Foreign Licenses and Technical Assistance Agreements 

Technical assistance In the form of data, foreign patent rights, 
manufacturing aids, etc, necessary to enable Norwegian sources to 
produce supplies or perform services may be exported by means of 
Foreign Licenses and Technical Assistance Agreements using either 
Foreign Military Sales (FMS) or International Traffic In Arms 
Regulations (ITAR) procedures. The cognizant DoD Component will 
insure that proper coordination and approvals are obtained. Such 
coordination should be done expeditiously to enable timely teaming 
relationships between U.S. and Norway firms. (Reference DoD 5030,28), 

For major programs where exports of large amounts of data would be 
Involved, creation of a "U,S. Government Approved Project" (reference 
22 CFR I 125.11 (a) (10)} should be considered for proposal to the 
Department of State as a potential mechanism for simplifying the 
Governmental approval process for information released. In cases 
where this mechanism is determined to be appropriate, as well as in 
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cases Involving sensitive design and manufacturing technologies, 
technology release guidelines will be prepared to provide neces- 
sary guidance to the U.S. project office or other Implementing 
activity. Such guidelines must be coordinated with OUSDRE, 
OASD(MRAiL), and OASO(ISA) which In turn will coordinate with the 
Department of State. It should be noted that the provisions of 
the National Disclosure Policy apply to the export of U.S. 
classified military Information through direct comerclal channels 
(ITAR) as well as under FMS procedures. Specific guidance Is pro- 
vided in the Industrial Security Regulation DoD 5220.22R; DAR 
Section IX, Part 3; DoD Directive 5230.11; and 22 CFR 121-128 (ITAR) 
as Implemented by DoD Directive 5030;28. 

Issuance and Evaluation of Solicitations 

When Norwegian sources are provided copies of Requests for Proposals 
(RFP) or Invitations for Bid (IFB), procurement offices will ensure 
that a reasonable period is permitted for all sources to respond to 
solicitations. 

Where the possibility of competition from Norwegian sources exists, 
notification shall be given to all potential competitors by the 
Inclusion of an appropriate clause In the solicitation document. A 
sample clause entitled, "Notice of Potential Foreign Source 
Competition" Is attached as a guide (Enclosure 2) until such time 
as an approved clause is published in the DAR. 

Norwegian sources competing for DoD requirements must be responsible 
to all normal terms and conditions of DoD solicitations (e.g., quality, 
performance, delivery, logistic support, etc.). If unusual technical 
or security requirements would preclude the acquisition of otherwise 
cost effective Norwegian defense Items, the need for such requirements 
should be specifically reviewed. Under no circumstances will unusual 
technical or security requirements be Imposed for the purpose of pre- 
cluding the acquisition of Norwegian defense items. 

In addition, Norwegian sources will not be automatically excluded 
from submitting bids or proposals because their defense Items have 
not been tested and evaluated by a U,S. DoD Component. Components 
which find It necessary to limit solicitations to sources whose Items 
have been service tested and evaluated by the Component, should make 
provisions for considering Norwegian items which have been tested and 
accepted by Norway for service use, subject to U.S. confimatory tests 
If necessary. Where It appears that these provisions might adversely 
delay Service programs, the concurrence of the DoD Acquisition 
Executive will be obtained prior to the exclusion of the Norwegian 
Items from consideration. Sufficiency of Norwegian service testing 
should be considered on a case-by-case basis. When U.S. confirmatory 
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tests are deemed necessary by the Component, U.S. test and evaluation 
standards, policies, and procedures will apply. 

In furtherance of the objectives set forth In the attached HOU and 
Annexes I and II thereto. It has been determined (Enclosure 3} 
pursuant to section 2 of title III of the Act of March 3, 1933 (47 
Stat. 1520; 41 U.S.C. I 10a, Buy American Act) that It would be Incon- 
sistent with.the public Interest to apply the restrictions of that 
Act with respect to any defense Items of Norwegian origin or manufac- 
ture procured to meet DoD requirements, unless specifically restricted. 
Accordingly,.bids or proposals submitted by Norwegian sources shall 
be evaluated*without the application of the price differentials 
normally applied pursuant to the Buy American Act requirements con- 
tained in Section VI of the OAR, In addition, these bids and 
proposals shall be evaluated without the application of the price 
differential normally applied pursuant to the Balance of Payments 
requirements contained in Section VI, parts 1 and 8 of the DAR, In 
those instances susceptible to Issuance of a duty-free entry certifi- 
cate, as provided In Section VI, part 6 of the DAR, bids and 
proposals submitted by Norwegian sources shall be evaluated without 
application of duty. If, when evaluated in accordance with the above, 
a Norwegian source is determined to be the lowest, responsive, 
responsible bidder or offeror, or submits the best technical proposal 
In accordance with the factors outlined in the solicitation, the 
cognizant Procurement Office shall normally proceed to make award to 
that source. 

Nothing contained herein and in the Determination and Findings (D&F) 
(Enclosure 3) pursuant to the Buy American Act, 41 U.S.C. I 10a (1970), 
shall affect the authority or responsibility of the cognizant Military 
Department Secretary or head of a Defense Agency to reject an otherwise 
acceptable Norwegian bid or proposal In those Instances where such 
rejection is considered necessary for reasons of the national Interest. 
In Instances where such a rejection of a Norwegian bid or proposal Is 
contemplated, a copy of the proposed decision shall be forwarded to 
the DUSD(AP), ten working days In advance of Issuance, In those 
Instances where award Is to be made to a Norwegian source and where 
a duty-free entry certificate Is susceptible to Issuance, the contract 
shall provide for duty-free entry by Inclusion of the appropriate 
clause(s) referenced In DAR 6-603,3, 

Utilization of Norwegian Sources 

In furtherance of the M0U, each DoD Component is requested to (1) pub- 
licize the existence of the N0U among Its prime contractors and request 
that they consider Norwegian sources for subcontracting opportunities; 
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(2) permit attendance by Norwegian Industry (subject to the provisions 
of the paragraph above entitled, "Applicability") at symposia, program 
briefings, pre-sollcltatlon and pre-award conferences which address 
U.S. defense equipment needs and requirements; and (3) In connection 
with the review of prime contractor subcontracting procedures, assure 
that Norwegian sources are not precluded from obtaining subcontracts 
for reasons that would contravene the MOU (see Enclosure 4 for a 
sample of Items produced by Norwegian Industry.) 

Restrictions on Norwegian Participation 

Except where the quantity being procured Is greater than that required 
to maintain the U.S. defense mobilization base, Norwegian sources shall 
be excluded from consideration for (1) participation in the production 
of Items for which contracts are negotiated pursuant to the authority 
of DAR 3-216, and (2) the restricted Items set forth in DAR 1-2207. 
In accordance with paragraph III of Annex I to the MOU, a list of such 
Items has been developed (see Enclosure 5). The list will be period- 
ically reviewed with representatives of the Norwegian Ministry of 
Defense (MOD) In order to apprise them of those procurements for which 
Norwegian sources will normally be excluded. From time to time new 
Items may be identified for inclusion In this list and items already 
Included may be deleted. All proposals for additions and deletions 
shall be coordinated through DUSD(AP). Acquisition of the items noted 
above are the only ones for which Norwegian sources shall be prohibited 
from participation on the basis of protecting the defense mobilization 
base. 

Norwegian sources may also be excluded from participating In the acqui- 
sition of other items because of restrictions Imposed by law on their 
purchase from non-national sources. This category of Items Includes, 
but Is not necessarily limited to, the items contained In DAR 
Section VI, Part 3, and the DoD Appropriation Act prohibitions concern- 
ing the construction of Naval vessels or major components of the hull 
or super-structure thereof. 

Applicable exclusions will be determined In accordance with the tech- 
nology release guidelines developed pursuant to the paragraph above 
entitled, "Foreign Licenses and Technical Assistance Agreements." 

Norwegian sources shall not be excluded from participating In the 
acquisition of any Items where such participation would be permitted 
by existing exceptions. 
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Implementation by DoD Components 

The guidance contained In this memorandum shall be Incorporated in 
the Defense Acquisition Regulation (DAR) as soon as possible. In 
the interim, it is requested that each addressee give broad dis- 
tribution to this memorandum within his component, as well as to 
major prime contractors; and take any additional action considered 
necessary to ensure that the spirit and Intent of this agreement is 
fulfilled. It is further requested that information copies of 
Departmental instructions promulgating this guidance within your 
respective Components be forwarded to DUSD(AP) within.45 days from 
the date of this memorandum. 

x^^^^/^t^^ 

Enclosures 5 
a/s 
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Determination and Findings 
Exception to the Buy American Act 

I hereby make, as department head, the following findings and deter- 
mination regarding the application of the restrictions of the Buy 
American Act, 41 D.S.C. ■ 10a (1970) to the items of defense equip- 
ment described below. 

Findings 

1. Section 814(a) of the Department of Defense Appropriation 
Authorization Act, 1976, Pub. L. Ho. 94-106, 89 Stat. 544 (1975), as 
amended by section 802 of the Department of Defense Appropriation 
Authorization Act, 1977, Pub. L. No. 94-361, 90 Stat. 930 (1976), 
provides that "it is the policy of the United States that equipment 
procured for the use of personnel of the Armed Forces of the United 
States stationed in Europe under the terms of the North Atlantic 
Treaty should be standardized or at least interoperable with equip- 
ment of other members of the North Atlantic Treaty Organization." 
The Act provides that "... the Secretary of Defense shall, to the 
Baxlnun feasible extent, initiate and carry out procurement proce- 
dures..." to carry out that policy. The Act further provides that 
"whenever the Secretary of Defense determines that it is necessary, 
in order to carry out this policy... to procure equipment manufactured 
outside the United States, he is authorized to determine, for the pur- 
pose of section 2 of title III of the Act of March 3, 1933 (47 Stat. 
1520; 41 U.S.C. 10a), that the acquisition of such equipment manu- 
factured in the United States is inconsistent with the public 
interest." 

2. The United States Government (U.S.) and the Government of Norway 
are seeking to achieve greater cooperation in research, development, 
production and procurement of defense equipment in order to make the 
most rational use of their respective industrial, economic and techno- 
logical resources, to achieve the greatest attainable military 
capability at the lowest possible cost, and to achieve greater stand- 
ardization and interoperability of their weapons systems. In order 
to further these alms, the U.S. and the Government of Norway entered 
into a Memorandum of Understanding (MOU) relating to mutual cooperation 
in the research and development, production and procurement of defense 
equipment. 

3. In furtherance of the MOU, the U.S. and the Government of Norway 
each have established policies for increasing cooperation in research, 
development, and production and procurement of military systems. In 
keeping with these policies and in the interest of enhancing their 
mutual security obligations, the U.S. and the Government of Norway 
Intend to cooperate in all respects practicable, to the end that 
defense equipment production and procurement efforts of the two 
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countries be administered so as to assure the Baintcnance of a long- 
term and equitable balance, at autually determined levels, in reciprocal 
purchasing of defense equipment. 

4. In order to facilitate the objectives of the agreement the U.S. and 
the Government of Norway have agreed that, consistent vith national 
lavs and regulations, each government will evaluate offers of defense 
equipment produced in the other country without applying price 
differentials under the "Buy National" laws and regulations. 

5. This Determination and Findings covers all items of Norwegian 
produced or manufactured defense equipment other than those items that 
have been excluded from consideration under the MOD for reasons of 
protecting national requirements, such as for the maintenance of a 
defense mobilization base, and those items subject to restrictions 
Imposed by law on procurement from non-national sources. 

Determination 

Pursuant to 41 D.S.C. • 10a (1970), I hereby determine that it is 
inconsistent with the public Interest to apply the restrictions 
of the Buy American Act to the acquisition of those items of Norwegian 
prodjced or manufactured defense equipment that are covered by this 
Determination and Findings. 

Date Q^1378 J&st^6*r &L*~^ 
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MOTICE OF POTENTIAL FOREIGN SOURCE COMPETITION 

Bids or proposal* for this procurement art being solicited from 

sources in Norway. Furthermore, U.S. bidders may propose end Items 

of Norwegian manufacture. 

It has been determined by the Secretary of Defense that the restric- 

of section 2 of title III of the Act of March 3. 1933 (47 Stat. 1520; 

41 U.S.C. § 10a; Buy American Act) shall not apply to items of Defense 

equipment described in this solicitation when produced or manufactured 

by Norwegian sources. 

Bnclosure 2 
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DoD LIST OT  KESTHICTED DETENSE ITEMS VflDZK WDU 
FOR RECIPROCAL DEFENSE FROCUREMEKT 

Section I - Itemi Procured Pur^tmnt to ASPR 3-216 

Fuze*. Safe and Arwi Devtce». and Similar Items 

MK-13 Safe and Arm Device 
HK-13 Triggering Device 
MK-17 Safe and Arm Device 
MR-33 Safe and Arm Device 
MK-330 Fuze 
MK-334 Fuze 
MC-404 Fuze 
KK-407 Fuze 
FMD-109 Fxxze 

Missiles and Mlaslle Componenta 

AIM-7F Sparrcpw Missile 
Guidance and Controls Section 
MK-58 Rocket Motors 
MK.-71 Warhead Metal Parts 

A1M-9L Sidewinder Missile 
Guidance and Control Section 
MK-36 Rocket Motors 
DSD-15 Target Detector 
AN/WDU-17 Warhead 

Trident I (C-4) Missile System 
Guidance and Control System 
MK-5 Electronic Assemblies (EA) 
MK-5 Inertial Measurement Unit Electronics (IMUE) 
Backflt of Poseidon (C-3) SSBN* 

Flares 

MK-46 Flares, Infrared Decoy 

Sonobuoys and Components 

AN/SSQ-36 
AN/SSQ-41B 
AK/SSQ-47B 
AH/SSQ-53A 
AN/SSQ-57A 
AH/SSQ-62 

Milltarr Sealift Cargo 

Ocean Transportation nod Services 
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Air Teree 

MAC CoomercUl Airlift 
GAD-8/A and 30iin 

Defense Logt«tle» Agency 

Textiles - Worsted 

Anny 

L.A.P., Manufacturing & testing of projectiles (5.56DID through 8 inch), 
mines, dispensers, sockets, pyrotechnic devices, grenades, demolition 
charges, small arms ammunition and components, fuzes and components 
containing mech. timing devices 

TOW Missile and Launcher 
2.75 Rocket Items 

LAP Motor Igniter 
Fin & Nozzle Assy     Motor Tube 
Stabilizer Rod        Seal Rings 
Felt Washer Disc Charge Support 
Ring Charge Support    Spacer Charge Support 
0 Ring Lockwlre 
Metal Spacer Launcher 
Intervelometer        Fin Blades 

Projectile Metal Parts for Cartridge 105mm (Beehive) 
Projectile M406, M107 - 155inn 
Projectile M509 - 8" 
I55wm  Cannlster, ZM625, ZM626: 
Projectile Metal Parts for Cartridge 90nsn 

Cartridge Case M118, M14B4 
Fuze Time M84A1 
Fuze Grenade M213, M219E1, M42/M46 
Fuze Bomb Nose M904E3, M19 
Fuze Rocket M423, M565, M564 
Fuze M494/M571 
Head Assy M525 Fuze 
Casing Burster Warhead, M156 
Fin Assy M158, M170 
Adapter Booster - M147, M148 
Body Assy and Base Plug, M404 
Bomb, M117A1E1 
Launcher Rocket 2AU 68A/A 
Warhead Flechets WDD 4A/A 
M18 Mine Program 

Blasting Cap, Firing Device, Metal Parts, Test Sets 
Laser Range Finder WG-2 and XM21 for Solid State Baliatie Computer 

for M60 Series Tank 
Limited Light Sight 
MX-9644 Image Intansifier Tuba 25M 

5-66 



KK-7845 Image Xntcnslfitr Tube (1st generatloo) 
KZ-8S01 Image Intenslfler Tuba (1st genarstion) 
BA-4386 Battery 
AN/PVS-4 Night Vision Sights 
AN/PVS-5 Night Vision Goggles 
AN/PVS-5A Night Vision Goggles 
AN/WS-2 Viewer 
AN/VSS-3 Searchlight 
Coomon Module Program (thermal Imaging System) 

Tactical night vision systems - 
AN/TAS-4       AN/TAS-6 
AN/XAS-5       GLLD/XA.S-4 

Maintenance of idle portions of 21 GOCO facilities 
Consolidated Facilities Scranton AAP 

Section II Items Procured Pursuant to referenced ASPR recutrement 

ASPR 1-2207.2 - Jewel Bearings & Related Items 
ASPR 1-2207.3 - Miniature & Instrument Ball Bearings 
ASPR 1-2207.4 - Precision Components for Mechanical Time Devices 
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rVlMBASSADE VAN  HET KONINKRIJK DER NEDERLANDHN 
42 CO linn can Avenue, lj'.T.'. 
"sshinr.tcn D.C.  2CCCS. 
Tel.:   {2C2) 2^-533    :^54. ROiVJ, XETHEP.L/J^DS 

EMBASSY 

No.3:yi6/S3... 

Suciect:   Isnorandua of Understanding, 

%sr4n.gton..D ..?..•. JI..„6..S e-otenb s r 

•es: 1, 

Dr.  Gsorge H.  Cress ran 
Chief,  r.hnag£nsnt Division 
Directorate for Opsraticns 
Office of the 

Departr.e: 
Rcon 42671 
'.■Hrhin^ton 

Agency 
oz. n,- 
The Pcrntsg; 
.c, 203017 

/S- % 

>x„, 
BlVjese, f: 1-.. _ ^. a^Hcneo, ^ne ..^r.Drancujr. . 

standing   (i.'OU)  bstr.'een the Govemnsnts of the United Sta 
of ^Lnerica  and  the liinrdcn cf the hetherlands.   dnlv  sim 

on 24 August 157S, 
:as   ..burster of Defense,   hr.  '.Tiller- Si 

in sucn an ezreediticu; 
I thank you very nncb for your assistanci 

cooperation in ej'.ecuting tliis  1.DU 
canner, ,/ 

Rear ndnirai, Fdilli 
Defense Attachs. 
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PREA'-SLE 

The Goverment or the United States or America and the Goverr-.ent o£ the 
rCingdoni of the Ketherlands, duly represented by their Ministers of Defense: 

Intending to increase their respective defense capabilities through 
more efficient cooperation in the fields of research and develop- 
ment, production and procurement in order to: 

- Mahe the most cost-effective and rational use of the resources 
available for defense, 

Ensure the widest possible use of standard or interoperable 
equipment, 

- Develop and maintain an advanced industrial and technological 
capability for the North Atlantic .Alliance, and particularly 
with respect to the parties to this Memorandum of Under- 
standing ODU), and 

Seeking to improve the present situation and to strengthen their 
mlitary capability and economic position through the further 
acquisition of standard or interoperable equipment, and 

Recalling that they had agreed, as members of the Alliance, to 
maximum cooperation in procurement as set forth in Annex A to XATO 
Document C-MC75)51 (revised), dated 20 August 1975, 

Have entered into this Memorandum of Understanding in order to achieve the 
above aims. 

This Menorandum of Understanding sets out the guiding principles governing 
mutual cooperation in research and development, production and procurement 
of.conventional defense equipment. 

The two Governments conclude this MDU to strengthen the Korth Atlantic 
Alliance.  In so doing, the Governments are fully aware that the Independent 
European Program Group (IEFG) wants to enhance equipment collaboration by 
more comprehensive and systematic arrangements. They therefore agree that 
in.the event of a possible conflict between agreements entered into 
between the IEPG and the Government of the United States, and this MD'J, 
the parties hereto will consult with a view to amending this MD'J. 

The two Governments further agree that this MOU should be viewed in the^ 
larger context of the cooperation between Europe and Korth America within 
the^Alliance and that this cooperation will be carried out pursuant to 
the Mutual Defense Assistance Agreement between the Government of the 
United States of .America and the Government of the Kingdom of the Ketherlands, 
signed 27 January 1950. 
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ARTICLE I 

Principles Goveminc Reciprocal Defense Cooperation 
— ■ ■ i—— *. - ■  ■ - — . . ,   .     ■* j  , ■       , 

1. Both Covsm^ents intend to facilitate the mutual £1OK of defense 
procurement, ta}ing into consideration relative technological levels of 
such procurement, and consistent Kith their national policies. This 
facilitation shall be sought through the provision of opportunities to 
ceppste for procurements of defense equipment and services as well as 
through the coproducticn of defense equipment and defense RQD cooperation. 

2. This M3U is intended to cover areas in v.hich possible bilateral 
cooperation could be achieved in research and development, production and 
procurement of conventional defense equipment, complementimg the v.prk of 
the Conference of National Armament Directors (DiAD) and the Independent 
European Program Group (XEPG). 

5.  The two Governments will, consistent v.'ith their relevant lavs and 
regulations, give the fullest consideration to all requests for cooperative 
Kc-D, and to all requests for production and procurement which are le-fiftn 

to enhance standardization and/or interoperability within the Alliance. 

4. In the interests of standardization and the effective utilization of 
scarce resources, the two Governments shall, to the extent possible, adopt 
qualified defense items that have been developed or produced in the other 
country to meet their requirements. Defense items or services are these 
items or sertices v.hich may be procured utilizing appropriated funds of the 
U.S. Department of Defense or budgeted funds of the Netherlands Ministr/ 
of Defense. 

5. The two Governments shall mutually determine the counting procedures 
to be laid down in an Annex to this MDU that will apolv to ail defense 
items and defense services purchased by them directly or through their 
relevant industries under this KOU. 

6. Each Government shall from time to time notify the other Government 
of defense items that may not be acquired by the notifying Government frcm 
other than domestic sources, as well as those defense items that may be 
particularly suitable for acquisition by the other Government. 

7. Both Governments will provide appropriate policy guidance and admin- 
istrative procedures within their respective defense acquisition org 
tions to facilitate achievement of the aims of this I>DJ. 

c^l-L^ci- 

8. Competitive contracting procedures shall normally be used in acquiring 
items of defense equipment developed or produced in each other's country 
for use by either country's defense establishment. 

9. The detailed implementing procedures, to be agreed, will, consistent 
with and to the extent permitted by national laws and regulations, 
incorporate the following: 

a. Offers or proposals will be evaluated without applying price 
differentials under buy national laws and regulations and without applying 
the costs of import duties; 
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b. Full consideration v.lll be given to all qualified industrial and/ 
cr govemT.sntal resources in each other's cointr>*; 

c. Offers or proposals Kill be required to satisfy requirements of 
the purchasing Govenrr.ent for performance, quality, deliver)' and costs. 

10. Both Governments will review items submitted as candidates for respec- 
tive requirements.  They will indicate requirements and proposed purchases 
in a timely fashion to ensure adequate time for their respective industries 
to qualify for eligibility and submit a bid or proposal. 

11. Each Government will ensure that the technical data packages (TCP's) 
made available under this l-Dl) are not used for any purpose other than for the 
purpose of bidding on, and performing, a prospective defense contract without 
the prior agreement of those cvning or controlling proprietary rights and 
that full protection shall be given to such proprietary rights, or to any 
privileged, protected, or classified data and infermation they contain.  In 
no event shall the TDP's be transferred to any third country or any other 
transferee without the prior written consent of tine originating Government. 

12. Both Governments will use their best efforts to assist in negotiating 
licenses, royalties and technical information exchanges with their respective 
industries or other owners of such rights. 

C3 

ems 
15. .Arrangements and procedures will, at the request of the purchasing 
government, be established concerning follow-on logistic support fci 
of defense equipment, purchased pursuant to this *-'OU. Both Govemments 
will maie their defense logistic systems and resources available for this 
purpose as required and mutually agreed. 

.ARTICLE II 

Implementing Procedures 

1. Representatives of the two Governments will be appointed to determine 
in detail the procedures for implementing this ND'J and the terms of referen 
for a Netherlands-U.S. Committee for Procurement Cooperation. 

2. The Under Secretary of Defense for Research and Engineering, in coopera 
tion with the Assistant Secretary of Defense for International Security 
.Affairs, the .Assistant Secretary of Defense for Manpower, Reserve .Affairs 
and Logistics, the Director, Defense Security .Assistance Agency, and other 
anpropriaie Department of Defense officials, will be the responsible 
authority in the United States Government for the development of implement- 
ing procedures under this 1-DU. 

3. The Director General for Materiel in the Ministry of Defense, in 
cooperation with other appropriate government authorities, will be the 
resntnsible authority of the Government of the Netherlands for the 
development of the implementiig procedures under this MJJ. 
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ARTICLE III 

Industry Partici-ation 

1. Each Gcvemnent v;ill be responsible for calling to ir.e attention of the 
relevant industries v.-i:LriLn its territory the basic understanding of this 
MJJ,  together with appropriate incilementiri| guidance.    Both Goverrments 
v;ill taxe all necessaiy steps so "that the industries cccply with the regu- 
lations pertaining to security and to safeguarding classified inforr-ation. 

2. Irrple-r.entation of this hDU will involve full industrial participation. 
Accordingly, the Goverrjr.ents will arrange to inform their respective 
procure-rnt and requirements offices concerning the principles and objec- 
tives of this M3U. " Hov.-ever, pri-r^r)- respcnsibilit)' for finding business 
opportunities in areas of research and development and production shall 
rest with the industries  in each nation. 

ARTICLE IV 

Securitv 

To the extent that any itens, plans,   specifications or information 
furnished in connection with the specific inplerr.entation of this MDU ar( 
classified bv either GoveiTtrx-nt for security purposes,  the other Cover:' ;~ij u 

shall mEintain a si-llar classification and enploy all r.sasures necessary 
to preserve such security equivalent to those r.sasures employed by the 
classifying Goverr.-ent throughout the period daring .which the classifying 
Goverrn^nt nay maintain such classifications. 

ARTICLE V 

Adr.ini st rat ion 

1. The Netherlands-U.S. Comni'ttee for Procurement Cooperation, referred to 
in Article II above, will meet as agreed or at the request of either Govern- 
ment to review progress in implementing the MX'. They will discuss research 
and develooment, production and procurement needs of each nation and the 
lihelv- areas of cooperation; agree to the basis of, and keep under review, 
the financial statement referred to below; and consider any other matters 
relevant to the I»DU. 

2. Each Government will designate points of contact at the Ministry of Defens 
level and in each purchasing service/agency under the Ministries of Defense. 

3. An annual United States-Netherlands statement of the current balance, and 
Ions-tern trends, of RQD cooperation and purchases between the two nations 
will be prepared on a basis to be mutually agreed. Such statement will tahe 
account of United States-Ketherlands purchases of defense equipment and ser- 
vices and related offset agreements effected in the v-ars from 1975 onwards 
and will be periodically reviewed. 
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ARTICLE VI 

Annexes 

Annexes negotiated by the responsible officials and approved by the appro- 
priate GDVernnsnt authorities will be incorporated in this MX1. 

ARTICLE VII 

Duration 

1. This MOU will remain in effect for a ten-year period and will be ex- 
tended for successive five-year periods, unless the Govemv.ents rautually 
cecide otherwise. 

2.  If, however, either Goverrrr.ent considers it necessary for compelling 
national reasons to terminate its participation under this NDU be'fore the 
end of the ten-year period, or any extension thereof, vrritten notificaticn 
of its intention will be given to the other Government six months in advance 
of the effective date of teminaticn.  Such notificaticn of intent shall 
become a matter of immediate consultation with the other Government to enahl 
the Governments fully to evaluate the consequences of such termination and, 
in the spirit of cooperation, to take such actions as necessary to alleviate 
problems that may result from the termination.  In this connection, although 
the MDU may be terminated by the Parties, any contract entered into consis- 
tent with the terms of this MD'J shall continue in effect, unless the ccntrac 
is terminated in accordance with its own terms. 

5. The Parties hereto agree that, for the purposes of this I'DU, references 
to the Kingdom of the Netherlands shall applv onlv to its territory in Huron 

ARTICLE VIII 

Imnlementation 

Ihis rDU  will come into effect on the date of the last signature. 

For the Govemment\ of the Kingdom of 
,i 

/   the Netherlands 
The Minister of Defense 

For the Government of the Unit; 
States of America 

The Secretary of Defense 

Date 2.4 Aia m Date     JUL 2 5 1S7B 
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ANNEX I 

10 

Hemorandufli of Understanding between the Government of the Kingdom of 

the Netherlands and the Government of the United States of America 

Concerning the Principles Governing Mutual Cooperation in the Research 

and Development, Production and Procurement of Defense Equipment, 

dated 24 August 1978. 

PRINCIPUES GOVERNING IMPLEMENTATION 

1. INTRODUCTION 

On 24 August 1978, the Governments of the United States and the Kingdom 

of the Netherlands signed a Memorandum of Understanding (MolJ) relating 

to the principles governing mutual cooperation in research and develop- 

ment, production and procurement of defense equipment. This document 

sets forth the agreed implementing procedures for carrying out the MoU. 

2. .MAJOR PRINCIPLES 

A. The U.S. Department of Defense (DoO) and the Ministry of Defense 

of the Netherlands (MoD) will consider for their defense requirements 

qualified defense icems and services developed or produced in the other 

country. 

Enclosure 2 
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B.  It will be the responsibility of government and/or industry 

representatives in each country to acquire information concerning the 

other country's proposed research, developments, and purchases and to 

respond to requests for proposals in accordance with the prescribed 

procurement procedures and regulations. However, the responsible 

government agencies in each country will assist sources in the other 

country to obtain information concerning, intended research and 

development, proposed purchases, necessary qualifications and 

appropriate documentation. 

3. ACTION 

DoD and HoD will review and, where considered necessary, revise policies, 

procedures and regulations to ensure that the principles and objectives 

of this MoU, which are inetended to be compatible with the broad aims of 

NATO Rationalization/Standardization, are taken into account. DoD and 

MoD agree that the following measures shall be taken, recognizing that 

among other factors, delivery date requirements for supplies, the 

interest of security and the timely conduct of the procurement process, 

are considerations related to insure free and full competition for the 

award of contracts: 

A. Ensure that their respective requirements offices are 

familiar with the principles and objectives of this MoU. 
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B. Ensure that their respective research and developnent offices 

and institutes are familiar with the principles and objectives of this 

HoU. 

C- Ensure that their respective prorurenent offices are familiar 

with the principles and objectives of this MoU. 

D. Ensure wide dissemination of the basic understanding of this 

MoU to their respective industries producing and/or developing defense 

items and/or services. 

E. Ensure that, consistent with national laws and regulations, 

offers of defense items produced in the other country will be evaluated 

without applying to such offers, either price differentials under 

buy-national laws and regulations, or the cost of import duties. 

Full consideration will be given to all qualified industrial and/or 

governmental sources in each other's country. Provisions will be 

made for duty-free entry certificates and related documentation to 

the extent that existing laws and regulation* permit. 

F. Assist industries in their respective countries to identify 

and advise the other government of their production capabilities and 

assist such industries in carrying out the supporting actions to 

maximize industrial participation. 
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G. Review defenee itcas and request* for services subnitted by 

the other country as candidates for respective requirements. Identify 

requirements and proposed purchases to the other country in a timely 

fashion to ensure that the industries of such country are afforded 

adequate time to be able to participate in the research and development 

production and procurement processes. 

H. Use best efforts to assist in negotiating licenses, royalties, 

and technical information exchanges among their respective industries, 

tnd research and development institutes. 

2. Ensure that those items and cervices excluded from considereation 

under this HoU for reasons of protecting national requirements, such as 

the maintenance of a defense mobilization base, (Appendix 3, Annex I), 

are limited to « small percentage of total annual defense procurement 

spending. It is intended that such defense items and services, as weli 

as those items and services that must be excluded from consideration 

under this HoU because of legally imposed restrictions on procurement 

from non-national sources, be identified as soon as possible by the MoD 

and the DoD, and that such defense items and services be kept under 

review at this level. 

J.    Insure that the balance of reciprocal purchases takes into 

consideration the levels of technology involved, as well as the monetary 

value of purchases hereunder. 
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K. DoD and HoD will from time to time arrange visits in order 

to actively explore possibilitis for cooperation on research and 

development, procurement, and logistical support. 

4.  COUNTING PROCEDURES 

The following purchases, to be identified jointly by DoD and MoD will 

be included in the counting procedures: 

A. Purchases of items and services funded from appropriate 

funds of the U.S. Department of Defense or budgeted funds of the 

Netherlands Ministry of Defense and which, either/are: 

(1) directly purchased by the MoD or DoD from one another; 

or 

(2) directly purchased by tne noD or DoD trom the industry 

of the other country; or 

(3) purchased by the industry of one country from the 

Government or industry of the other country; or 

(4) purchased as a result of jointly funded defense 

projects to which the United States and the Netherlands are the only 
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contributors, to be credited in proportion to each otber country's 

financial contribution to the project, and to work carried out in each 

country. The extent to which such purchases will be counted against 

the goals of the HoU will be agreed upon between MoD and DoO in each 

case; 

(5) license fees, Royalties and otber associated income, 

when separately contracted, by industry and/or DoD or MoD with a 

licensor in the other country. 

B. Purchases by the MoD or DoD from the industry of the other 

country, on behalf of other govemaental departments and agencies. 

C. Purchases by a third country government from the MoD or DoD 

or from industries of these two countries as direct result of the 

efforts of the government of the other country. 

5. ADMINISTRATIOK 

A. Each government will designate points of contact (procurement 

and logistics) at the Ministry of Defense level and in each purchasing 

service/agency and major acquisition activity. 

B. Quality Aasurance procedures outlined in STANAG 4107 and 

4108 (subject to the USG reserve concerning reimbursement) will 
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•PPly» unless other provisions arc autually agreed to on any specific 

contract. Reiadmrseaent of services provided shall be afforded in 

accordance with the national laws and regulations of each country. 

C. The terns of reference of the Netherlands/United States 

Connittee of Procurement Cooperation is contained in Annex III. 

For the Government of the For the Government of the 
United States of America Netherlands 

D*te 11 ore i^-c     — Date— 71^'"2iP£c-ia^ 

Appendices 
1. Indicative Products List 
2. Research and Development 
3. DoD List of Restricted Defense Items 

5-80 



to 

Memorandum of UnderotandlBff botvoon tho Govonunant of Tho Mothor- 

lando and tho Govornmont of tho Unitod Statoo of Amoriea 

eoncornins tho PrincipXoa Govominff Mutual Cooporation in tho 

Rosoarch and Dovolopmont, Production and Procuromont of Dofonso 

Souipmant, siffnod on tho a^th of August 1978* 

Zndieativa Product* List (Tho Kothorlands) 

Tho product aroas Xistod bolow aro indicative of Tho Kothorlands 

industry capability* 

Tho list shall not bo considerod limitative and is subjoet to 

up-dating from timo to tirao as agrood. 

In somo casea tho Kothorlanda*participation could tako tho form 

of production of components or sub-assomblias. 

1. Aircraft/Aircraft svatama 

a. Maritimo/Piahary Patrol Aircraft 

b. Poodor lina/Exacutivo transport Aircraft 

c. Aircraft aub-aaaamblioa 

d. Accaaaory Taat-banchaa for aoro^vnginos 

a. Toat equipment (inel.depot)for avionic and olectronie ayatema 

f• Laboratory taat equipment 

g.  Aeroapace ground Equipment 

2. Electronics 

a. Military and civil (automatic) telecommunications systems anc 

aquipmant 

b. Automatic Air Traffic Control Systems 

e.'Tactical display consoles 

d. Integrated command and fire control systems 

•• Radar-systems (e.g. navigation-, fire control-, 30 multi-trai 

ing-i shipping control radar systems) 

f. Crypto ayatema 

g. Computera and data handling syatarns 

h. Digital video processing ayatema 

B 
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i. Electronic ••eurity •ystsois 
J. Navigation systoma 
k. Transpondors 
1. Fafing aystoms 

m. Salf propelled air derence ayatema 
n. Automatic neaaaffe avitching aystama 

3, glactro-ootieal equipment 

a. (far) Infra-red equipment 

^* Airborne passive TR  day and night photo recce systems 
e* Paaaive night vision goggles 

d. Paaaive night viewing ayatems 

a. Night vlaion systems (drivers and fire control) passive s 

thermal infra-red 

f• Laser rangefindera 

k.  Vehicles 
a. Military trucks and trailers 
b. Aircraft and other Fuel tankers 

c. Fire fighting vehicles - crash tenders 

d. Truck-transportable containers/shelters 

e. Tank transporting vehicles 

i". Shipbuilding 

a. Frigates 

b. Mine countermeasure vessels (polyesther) 

e« Submarines 
d. Pilot tenders I and enffineerin 

e. Hydrographic survey vesses 

g. Gearboxes 

h. Ships propellers (fixed and variable pitch) 

i. Generators 

J. Electrical installations (incl. switch boards) 

induiding des 
1 and enginee 

services. 
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6. Awiminltion  >nd   •xploaivs 

a, 0.30 aoununltion 
b. 25.   33  aad  Uo mm  caliber ammunitiona 
e. 105 ma tank airaaunltloa FS/AFDS 
d. 105 Bin  tank  training rounds 
•• 105 mm boat   (improvod) 
f. 155 mm artillory ammunition 

g. Proximity Fuses 
h. Gunpowder 
!• Smoka signals 
4* Dummy ammunition 
k. Ammunition boxes 
!• Shackles for ammunticn belts 
m. NATO Seasparrow ancillaries (existing coproduction) 
n. River Mines 

7, Maintenance 

a. induatry level maintenance.of military and civil aircraft, 

aircraft systems and missile systems, including structural 

repair of aircraft 

b. Depot and industry level repair and maintenance of aircraft 

engines 

c. Depot maintenance on communication-radar-sonar and 

firecontrol equipment 

d. Industry and depot shipconstruction, repair and maintenance 
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Appendix 2  Annex 1 

to 

Mcmorandun of Understanding between the Oovermnent of The Nether- 

lands and the Govemnent of the United States of America concerning 

the Principles Governing Mutual Cooperation In the Research and 

Development, Production and Procurement of Defense Equipment, 

signed on the 2ath of August 1978. 

Research and Development 

1. National Devence Research Organisation (WDRO)-TNO. 

Address: 21 Konlngin Narialaan, THE HAGUE. 

Laboratories; 

- Physics Laboratory. The Hague. 

Fields of work: physics; 

•> radio communications; 

- signal processing; 

• microwaves; 

• datahandling; 

• digital computing techniques; 

- acoustics; 

• mine oountermeasures; 

- mathematics/operations research. 

- Laboratory for Electronic Developments of the Armed Forces. 

Degstgeest 

Fields of work: electronic warfare and radar; 

- signal processing; 

• microwaves; 

- datahandling; 

- underwater detection; 

- systems control techniques. 

- Prins Maurlts Laboratory for Chemical and Technological 

Research. Rljswljk. 
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fields of work ehcnleal rttearch: determination of characteristics 

properties of toxic substances, in particular 

ebeaical warfare agents; 

- study of mechanism of action of toxic sub- 

stances, in particular chemical warfare agents; 

- develbpment of detection and alarming systems 

for atmospheric contamination; 

* evaluation and development of means and equip- 

ment for protection to be used in a contaminated 

environment; 

• deslnfectlon and purification of material and 

equipment contaminated with toxic substances. 

In particular cheAical warfare agents; 

- research as regards chemical problems related 

to environmental hygiene. 

Fields of. work technological research: Investigations into the 

factors governing the decomposition processes of 

propellents in connection with the ballistic and 

chemical stability, in particular in view of the 

surveillance of military supplies; 

- study of the Ignition sensitivity of propellents 

for fire-arms and roekets and the ignition 

capability of ignition systems; 

- developments of pyrotechnic compositions; 

• research on the physical and chemical properties 

of rocket propellents and on the functioning of 

rocket motors; 

* study of detonations and of shock waves in air 

and water; 

> research and development in the field of fuzes, 

shaped charges and ammunition; 

- Investigations into the explosion hazards of 

industrial products during manufacturing, storage, 

transport and use. 
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2. Civil laboratories of the Netherlands Organization for Applied 

Scientific Research TNO. performing defence (or defence related) RiD: 

• Institute for Mechanical Constructions TWO. Delft. 

Fields of work: a.o. - tensions, rlbrations, shock; 

- aanoeuvring. 

- Institute of Applied Physics TOO-TH. Dplft. 

fields of work: a.o. - sound, optics. 

- Metal Research Institute TWO. Apeldoom. 

- Paint Research Institute TWO. Delft. 

- Plastics and Rubber Institute TWO. Delft. 

- Central Institute for Wutrltlon and Pood Research TNO. Zelst. 

- Medical Biological Laboratory TNO. Rljswljk. 

Fields of work: radiation damage In the human body; 

- ■leroblal infections; 

• Intoxication with chemical warfare agents. 

3. Institutes of Maritime Research, performing defence and defence- 

related RU): 

- Wetherlands Ship Model Basin (WSMB), Wageningen; (see attached 

Table). 

Fields of work: ship powering (a.o. depressurized towing; tank 

for advanced research in hydrodynamics); 

- ocean engineering; 

- ship handling (a.o. manoeuvring simulator). 

- Netherlands Maritime Institute (NMI), Rotterdam. 

Fields of work: nautical, economic and social research in the 

field of shipping and shipbuilding. 

I.    national Aerospace Laboratory (NLR), Amsterdam. 

Fields of work:   wlndtunnel testing, especially in transsonlc flow, 

• research on supercritical wings; 

- research on coatings on aircraft engine components 

- operations research on air traffic control; 

- operations evaluation of ground based air defence 

rratems: 
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Central point of contact for defence research In the Netherlands! 

Co-ordlnator Defence Research 

Ministry of Defence 

4 PieIn, 

Rooo C-138 

The Hague 

Netherlands 

tel. 070-721478. 
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H   LMtccatiuiMiiwafHl M • MiMlMeriMi) 

>   Cempviu crnifr it i« ) Vi i fra^Mur. 
3 piper Ur* il<4«Mif iiu.&tfinl 

4   S€ak*tri»$UhM»t0tf 

S   SbaiJtfw «>aicr bauti 

IM x 24J x IS 

3I» » 15.73 x I.2S 
(MM Jr|Nk 'a variable) 

•  WmatMlnircMblwMiito- 

f   IRgliipetJlwringlMk 

I   Maaatwrrtag umuUiet (h) bihr 
MMfMiCr) 

f   DcfnuufbrMl lovinc tank 

M / 40 X UO 
(MMnlcpih H variable) 

2»x4x4 

240 X II X I 

Rniuance. prepultion, vibratory forces, etc. 
Cavitaiion letis with propcllen, profikt etc, in various 
types of nous; nuemaiing pmiurcs en hull. 
CaWtation tetit with proptillert in timtil.iioi axiai wake. 
For fundsmcni.il caviuiion slutjjr. 
Hrdrosiaiic. ttabiliiy, trim, esc. cateulaiiont. Scale 
rftawines for opiical-follou inj flame mucrs. Dciign of 
ships, mdudin; economic calcublioos. 
Ship motion meaturemenis; nceotary power increase 
to mainiain spevU; bottom and deck prctiurcs: water 
shiproeni and sacw neine: «a\e-induecd stwar forces, 
bendint and torsional momei.ts: meaturemenis on semi* 
nibmeniblcs etc All in rejular and irregular waves. 
Resistance and propulsion In stullow water; squat and 
trim measurements: transvtrtc forces, yawins moment 
and rudder IOTMUC on captive model; resi>URce ami 
performance in waves; ship motions in regular and 
intgular waves; motions, moorins and anchortine forces 
of scmi^ubmeniblcs or moored sirusturet; osdllatrng 
tests: manoeuvrinc tests, etc: 
Dctermmation of feasibility of vessel conficiirations, 
with respect to waxes, curre.il and wind; moiton and 
foret measurements; spiral and tumins circle tests; tests 
IN harbour models, etc 
Ttaiins planing hulls; hicft ipped propulsion devices; 
ha breaking studies in simulated ke fields. 
Training in ship handlinc: devuhipment of navieational 
•ids; doicn of lurbour entrances; development of 
criteria for manoeuvrine, etc 
Resistance, propulsion and propeller cavitaiion tests; 
flew visualuation tests; wave breakine phenomena at the 
bow; wake surveys; propelle^induced vibratory forces 
ba shaA and on hull; acoustical measuremenu; etc. 
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Appendix 3 Annex 1 25 ^^^  l978 

DoO LIST OF KZSTHICTED DErENSE ITEMS UVDElt MOU 
FOR RECIPROCAL DEFENSE PROCUREMENT 

» Ittat Procurtd Puriiunt to ASPR 3-216 

Futc«. Safe and Arm BcvteM. wd Stmtlar Itea« 

MK-1J S*fft and Ara Davica 
MC-13 Triggering Deviea 
MC-17 Safe and An Davle* 
MC-33 Safe and An Dcvlea 
MC-330 Puz« 
MK-334 Tuza 
MK-404 Fuse 
MK-407 Fusa 
FHD-109 Fuze 

Mlaslles and Mlsatle Coaponenta 

AIM-7F Sparrow Mlaalle 
Oildanee and Controls Section 
J«-58 Rocket Motors 
MC-71 Warhead Metal Farts 

AIM-9L Sidewinder Missile 
Guidance and Control Section 
MR-36 Rocket Motors 
DSU-15 Target Detector 
AN/WDU-17 Warhead 

Trident I (C-4) Missile System 
(kildance end Control Systeat 
MK-5 Electronic Assenblles (EA) 
MK-5 Inertlsl Maasureaent Unit Electronics (DOTE) 
Backflt of Foseldon (C-3) SSBKs 

Diaa 
MC-46 Flares, Infrared Decoy 

Senobuoys snd Compenerfts 

AH/SSQ-36 
AM/SSQ-41B 
AN/SSQ-47B 
AM/SSQ-S3A 
AN/SSQ-57A 
AM/SSQ-62 

Mllttarv Sealtft Car^o 

Ocean Transportation end Services 

5-89 



MAC Coentrelal Airlift 
GAO-8/A and 30m 

Dtfen«e LoKtstiet AgeneT 

t«xeil«* • Vorctsd 

Aray 

L.A.?.( Manufacturing & testing of projectiles (5.56iaa through 8 inch). 
Bines, dispensers, sockets, pyrotechnic devices, grenades, demolition 
charges, snail arras anmmltion and^components, fuzes and components 
containing nech. timing devices 

TCH Missile and Launcher 
2.75 Rocket Items 

LAP Motor Igniter 
Fin & Nozzle A»tj Motor Tube 
Stabilizer Rod       Seal Rings 
Felt Washer Disc Charge Support 
Ring Charge Support    Spacer Charge Support 
0 Ring Lockwlre 
Metal Spacer        Launcher 
Intervelometer       Fin Blades 

Projectile Metal Parts for Cartridge 105mm (Beehive) 
Projectile M406, M107 •» 135BB 
Projectile M5C9 • 8" 
USus Cannister, 301625, XM626: 
Projectile Metal Farts for Cartridge 90tnm 

Cartridge Case M118, M14B4 
Fuze Time M84A1 
Fuze Grenade M213, M219E1. M42/M46 
Fuse Bomb Nose M904Z3, Ml9 
Faze Rocket M423. MS65. M564 
Fuze M494/M571 
Read Assy MS25 Fuze 
Casing Burster Warhead, M156 
Fin Assy M158, M170 
Adapter Booster • M147, M148 
Body Assy end Base Plug, M404 
Bomb, M117A1E1 
Uuncher Rocket 2AU 68A/A 
Verhead Fleehets WDO 4A/A 
KL8 Mine Program 

Blasting Cap, Firing Device, Metal Parts, Test Seta 
Laser Range Finder WG-2 and ZKZ1 for Solid State Ballstic Computer 

for M60 Series Tank 
Limited Light Sight 
MX-9644 Image Intensifier Tube 25aa 
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MX-',843 Tmage Znttnslflir Tub* (Ist gantration) 
KX-ttSOl luage IntenatfUr Tube {lit generation) 
BA-4386 Battery 
AN/PVS-4 Night VUlon Slghtl 
AN/PVS-5 Might Vision Goggles 
A.H/PVS-5A Night Vision Goggles 
A-rws-Z Viewer 
A?!/V5S-3 Searchlight 
Ccssaou Module Program (thermal Imaging System) 
Tactical night vision systems - 
AH/tAS-4       AN/IAS-6 
AN/TAS-5       aLD/TAS-4 

Maintenance of idle portions of 21 COCO facilities 
Consolidated Facilities Scranton AAP 

Section II Items Procured Pursuant to referenced ASPR requirement 

ASPS. 1-2207.2 - Jewel Bearings & Related Items 
ASPR 1-2207.3 • Miniature & Instrument Ball Bearings 
ASPR 1-2207,4 - Precision Components for Mechanical Time Devices 
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AMWEX II 

TO 

Heaorandua of Understanding between the Govemnent of the Netherlands 

and the Governnent of the United State* of America concerning the 

Principles Governing Mutual Cooperation in the Research and Develop- 

ment, Production, and Procureaent of Defense Equipment, signed on 

the 24th of August 1978. 

Principles Governing Logistic Support of Common Equipment 

In implementing article I, para 13, of the MoU, the two Parties shall 

be governed by the following: 

1. When developing or procuring defense equipment, both Parties will 

agree upon the basis for Joint follow-on logistic support in areas 

•uch as configuration control, interchangeability of spare parts/ 

components, maintenance, conversion, storage, and spare parts pro- 

visioning, etc. 

2. Arrangements and procedures will be established concerning 

follow-on logistic support and other forms of logistic cooperation, 

e.g., joint utilization of facilities. 
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3. In the contracting procedure for logistic support, paragraph 9 

of Article I of the Moll shall apply. 

4. Both Parties vill issue directives and guidelines to their 

respective arnament and logistics agencies to achieve the described 

goals of this MoU. 

For the Government of the For the Government of the 
United States of Aaerica Netherlands 

/ 
I (   - 
ii. 

Date ll \ l/TC W7g^ Date j   / ^   ? 1 OlC WL 

4 
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ANNEX III 

TO 

Memorandum of ttaderttaoding betw««n the Govtroaent of the Kingdom 

of the Netherlands and the Government of the United States of America 

Concerning the Principles Governing Mutual Cooperation in the Research 

and Development, Production and Procurement of Defense Equipment, dated 

24 August 1978. 

TERMS OF REFERENCES 

1. The Netherlands/U.S. Committee for Procurement Cooperation (here- 

after to be called "the Committee") will serve, under the direct 

responsibility of the authorities, listed in Article II sub 2 and 3 

of the Moll respectively, as the main body in charge of the adequate 

implementation of the MoU. 

2. In particular, the Committee will be responsible for ensuring that 

the guiding principles of the MoU governing the mutual cooperation in 

research and development, production, procurement and logistic support 

of conventional defense equipment are being implemented to facilitate 

a mutual flow of defense equipment. To this end the Committee will 

meet as required, but not less than annually, to review progress in 

implementing the MoU. In this review: 
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A. They will discuss research, development, production, procurement 

and logistic support needs of such country and the likely areas of 

cooperation including Joint activities in those fields. 

B. They will exchange information as to the way the stipulations 

of the HoU have been carried out and, if need be, prepare proposals for 

amendments of the MoU and/or its annexes. 

C. They will agree to the financial statement of the current 

balance, give guidance for its yearly preparation and formulate 

conclusions from it, such conclusions to include any long term trends 

which may be established. 

D. They will consider any other matters relevant to the MoU. 

E. They will report after each meeting and advise as appropriate. 
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F. The Committee will alttnutely meet in the United States and 

in the Netherlands. The country in which a particular meeting will 

take place will provide the Chairman and the secretariat for that 

meeting. 

For the Government of the 
United States of America 

Date ̂ MJ^ *dr 

For the Government of the 
Netherlands 
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THE SECRETARY OF DEFENSE 
WASHINGTON. O.C. 20301 

APR 10 S79 

MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS 
UNDER SECRETARY OF DEFENSE FOR POLICY 
UNDER SECRETARY OF DEFENSE FOR RESEARCH AND 
ENGINEERING 

ASSISTANT SECRETARIES OF DEFENSE 
DIRECTOR, DEFENSE COMMUNICATIONS AGENCY 
DIRECTOR, DEFENSE LOGISTICS AGENCY 
DIRECTOR, DEFENSE SECURITY ASSISTANCE 
AGENCY 

SUBJECT: U.S. - Netherlands HOU on Reciprocal Defense Procurement 

On 24 Aug 1978 the U.S. and the Govemment of the Kingdom of The Nether- 
lands entered into a reciprocal defense procurement Memorandum of Under- 
standing (MOU) (Enclosure 1) with the objective of facilitating the 
mutual flow of defense procurements .  The primary purpose of this 
agreement is to promote greater U.S.-Netherlands cooperation in research 
and development (R&D), production and procurement in order to enhance 
NATO rationalization and standardization, and thereby to achieve the 
greatest NATO capability at the lowest possible cost. Annexes I, II, 
and III to this MOU (enclosure 2), contain procedures for carrying out 
the MOU. The purpose of this memorandum is to provide initial guidance 
on the implementation of the MOU.  The Netherlands will in turn take 
necessary steps within its own acquisition framework to ensure that U.S. 
contractors have access to the Netherlands defense market, in keeping 
with the purposes of the MOU. 

Applicability 

This guidance shall apply to all acquisitions of defense items and 
related services (to include components, subsystems, and major systems 
at all technology levels, and at any phase of the acquisition cycle from 
concept definition through production), except where restricted by (1) 
provisions of U.S. National Disclosure Policy (NDP); (2) U.S. laws or 
regulations; or (3) U.S. defense mobilization base requirements and 
subject to U.S. industrial Security Requirements all as further discuss- 
ed herein. 

Responsibility for Implementation 

The MOU states that it is principally the responsibility of the industry 
of each country to seek a market for its products.  Department of Defense 
(DoD) personnel shall nonetheless, whenever possible, take positive 
action to facilitate this effort.  Netherlands sources are to be provided 
every opportunity to compete on a fair and equal basis with U.S. sources 
for both R&D and production contracts, consistent with National Disclo- 
sure Policy and legal or regulatory restrictions. 
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Security 

The U.S. and the Netherlands entered into a general Security of Infor- 
mation Agreement on 8 Sept 1960 and an Industrial Security agreement on 
3 April 1969.  The agreements cover aspects and details concerning pro- 
tection of U.S. and Netherlands classified information exchanged 
between both countries. The primary document which implements procedures 
for safeguarding classified information within industry under bilateral 
agreements is Section VIII of the Industrial Security Regulation (DoD 
5220.22-R). This section, entitled, "International Security Program," 
also includes detailed requirements concerning security of foreign 
classified contracts or subcontracts in the U.S. (para. 8-103), and 
security of U.S. classified contracts or subcontracts awarded to a for- 
eign contractor (para. 8-104). 

All recipients are reminded that the Directorate of Industrial Security, 
Headquarters, Defense Logistics Agency, must be informed whenever a U.S. 
contractor is authorized to place a U.S. classified contract in a foreign 
country involving disclosure of U.S. classified information to the foreign 
country (para. 8-104c). 

Foreign Licenses and Technical Assistance Agreements 

Technical assistance in the form of data, foreign patent rights, manu- 
facturing aids, etc., necessary to enable Netherlands sources to produce 
supplies or perform services may be exported by means of Foreign Licenses 
and Technical Assistance Agreements using either Foreign Military Sales 
(FMS) or International Traffic in Arms Regulations (ITAR) procedures. 
The cognizant DoD Component will insure that proper coordination and 
approvals are obtained.  Such coordination should be done expeditiously 
to enable timely teaming relationships between U.S. and Netherlands firms. 
(Reference DoD 5030.28). 

For major programs where exports of large amounts of data would be 
involved, creation of a "U.S. Government Approved Project" (reference 
22 CFR 125.11 (a)  (10) should be considered for proposal to the 
Department of State as a potential mechanism for simplifying the 
Governmental approval process for information released.  In cases where 
this mechanism is determined to be appropriate, as well as in cases 
involving sensitive design and manufacturing technologies, technology 
release guidelines will be prepared to provide necessary guidance to the 
U.S. project office or other implementing activity.  Such guideliner 
must be coordinated with 0USDRE, 0ASD(HRA&L), and OASD(ISA) which in 
turn will coordinate with the Department of State.  It should be noted 
that the provisions of the National Disclosure Policy apply to the 
export of U.S. classified military information through direct commercial 
channels (ITAR) as well as under FHS procedures.  Specific guidance is 
provided in the Industrial Security Regulation DoD 5220.22R; DAR Section 
IX, Part 3; DoD Directive 5230.11; and 22 CFR 121-128 (ITAR) as imple- 
mented by DoD Directive 5030.28. 
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Issuance and Evaluation of Solicitatioas 

When Netherlands sources are provided copies of Requests for Proposals 
(RET) or Invitations for Bid (IFB), Procurement Offices will ensure 
that a reasonable period is permitted for all sources to respond to 
solicitations. 

Where the possibility of competition from Netherland sources exists, 
notification shall be given to all potential competitors by the inclu- 
sion of an appropriate clause in the solicitation document.  A sample 
clause entitled "Notice of Potential Foreign Source Competition" is 
attached as a guide (Enclosure 3), until such time as an approved clause 
is published in the DAR. 

Netherlands sources competing for DoD requirements must be responsive 
to all normal terms and conditions of OoO solicitations (e.g., quality, 
performance, delivery, logistic support, etc.).  If unusual technical 
or security requirements would preclude the acquisition of otherwise 
cost effective Netherlands defense items, the need for such requirements 
should be specifically reviewed.  Under no circumstances will unusual 
technical or security requirements be imposed for the purpose of pre- 
cluding the acquisition of Netherlands defense items. 

In addition, Netherlands sources will not be automatically excluded 
from submitting bids or proposals because their defense items have not 
been tested and evaluated by a U.S. DoD Component.  Components which 
find it necessary to limit solicitations to sources whose items have 
been service tested and evaluated by the Component, should make provi- 
sions for considering Netherlands items which have been tested and 
accepted by Netherlands for service use, subject to U.S. confirmatory 
tests if necessary. Where it appears that these provisions might 
adversely delay Service programs, the concurrence of the DoD Acquisition 
Executive will be obtained prior to the exclusion of Netherlands items 
from consideration.  Sufficiency of Netherlands service testing should 
be considered on a case-by-case basis.  When U.S. confirmatory tests are 
deemed necessary by the Component, U.S. test and evaluation standards, 
policies, and procedures will apply. 

In furtherance of the objectives set forth in the attached MOU and 
Annexes I, II, and III thereto, it has been determined (see enclosure 4) 
pursuant to section 2 of title III of the Act of March 3, 1933 (47 Stat. 
1520; 41 U.S.C. SlOa, Buy American Act) that it would be inconsistent 
with the public interest to apply the restrictions of that Act with 
respect to any defense items of Netherlands origin or manufacture 
procured to meet U.S. DoD requirements, unless specifically restricted. 
Accordingly, bids or proposals submitted by Netherlands sources shall 
be evaluated without the application of the price differentials normally 
applied pursuant to the Buy American Act requirements contained in Section 
VI of the DAR.  In addition, these bids and proposals shall be evaluated 
without the application of the price differential normally applied pur- 
suant to the Balance of Payments requirements contained in Section VI, 
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parts 1 and 8 of the DAR.  In those instances susceptible to issuance of 
a duty-free entry certificate, as provided in Sectioh VI, part 6 of the 
OAR, bids and proposals submitted by Netherlands sources shall be eval- 
uated without application of duty. If, when evaluated in accordance with 
the above, a Netherlands source is determined to be the lowest, respon- 
sive, responsible bidder or offerer, or submits the best technical proposal 
in accordance with the factors outlined in the solicitation, the cognizant 
Procurement Office shall normally proceed to make award to that source. 

Nothing contained herein and in the Determination and Findings (D&F) 
(Enclosure 4) pursuant to the Buy American Act, 41 U.S.C. SlOa (1970), 
shall affect the authority or responsibility of the cognizant Military 
Department Secretary or head of a Oefense Agency to reject an otherwise 
acceptable Netherlands bid or proposal in those instances where such 
rejection is considered necessary for reasons of the national interest. 
In instances where such a rejection of a Netherlands bid or proposal 
is contemplated, a copy of the proposed decision shall be forwarded to 
the OUSD(AP), ten working days in advance of issuance.  In those instances 
where award is to be made to the Netherlands source and where a duty-free 
entry certificate is susceptible to issuance, the contract shall provide 
for duty-free entry by inclusion of the appropriate clause(s) referenced 
in DAR 6-603.3. 

Utilization of Netherlands Sources 

In furtherance of the MOO, each DoD Component is requested to (1) pub- 
licize the existence of the MOU among its prime contractors and request 
that they consider Netherlands sources for subcontracting opportunities; 
(2) permit attendance by Netherlands industry (subject to the provisions 
of the paragraph above entitled, "Applicability") at symposia, program 
briefings, pre-solicitation and pre-award conferences which address U.S. 
defense equipment needs and requirements; and (3) in connection with the 
review of prime contractor subcontracting procedures, assure that Nether- 
lands sources are not precluded from obtaining subcontracts for reasons 
that would contravene the MOU.  (See Enclosure 2 appendix 1 and 2 to 
Annex 1 for a sample of items produced by The Nethelanos Industry.) 

Restrictions on Netherlands Participation 

Except where the quantity being procured is greater than that required 
to maintain the U.S. defense mobilization base, the Netherlands sources 
shall be excluded from consideration for (1) participation in the produc- 
tion of items for which contracts are negotiated pursuant to the authority 
of DAR 3-216, and (2) the restricted items set forth in DAR 1-2207.  In 
accordance with paragraph III of Annex I to the MOU, a list of such 
items has been developed (see enclosure 2 appendix 3, annex 1). The list 
will be periodically reviewed witn representatives of Netherlands Ministry 
of Defense (MOD) in order to apprise them of those procurements for which 
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Netherlands sources will normally be excluded. From time to tiae new 
items may be identified for inclusion in this list and items already 
included may be deleted. All proposals for additions and deletions 
shall be coordinated through DUSO(AP). Acquisition of the items noted 
above are the only ones for which Netherlands sources shall be prohibited 
from participation on the basis of protecting the defense mobilization 
base- 

Netherlands sources may also be excluded from participating in the ac- 
quisition of other items because of legally imposed restrictions on 
their purchase from non-national sources. This category of items in- 
cludes, but is not necessarily limited to, the items contained in DAR 
Section VI, Part 3, and the DoD Appropriation Act prohibitions concern- 
ing the construction of Naval vessels or major components of the hull or 
super-structure thereof. 

Applicable exclusions will be determined.in accordance with the tech- 
nology release guidelines developed pursuant to the paragraph above 
entitled, "Foreign Licenses and Technical Assistance Agreements." 

Netherlands sources shall not be excluded from participating in the 
acquisition of any items where such participation would be permitted by 
existing exceptions. 

Implementation by DoD Components 

The guidance contained in this memorandum will be incorporated in the 
Defense Acquisition Regulation (DAR) as soon as possible.  In the inter- 
im, it is requested that each addressee give broad distribution to this 
memorandum within his component, as well as to major prime contractors; 
and take any additional action considered necessary to ensure that the 
spirit and intent of this agreement is fulfilled.  It is further re- 
quested that information copies of departmental instructions promul- 
gating this guidance within your respective components be forwarded to 
DUSD(AP) within 45 days from the date of this memorandum. 

^&Xs<s&C4C /5~l*u>-^ 

ENCLOSURES (U\ 
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NOTICE QT POTENTXAl FOREIGN SOURCE COMPETITION 

Bids or proposals for this procuremat sre being solicited from sources 
in the Netherlands. Furthemerc, U.S. bidders u»y propose end items of 
the Netherland Manufacture, 

It has been detenined by the Secretary of Defense that the restrictions 
of section 2 of title XIX of the Act of March 3, 1933 (47 Stat. 1520; 41 
U.S.C. llOa; Buy Aaericaa Act) shall not apply to items of Defense 
equipment described in this solicitation when produced or manufactured 
by the Netherlead sources- 

Enclosure 3 
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Deteraination «nd Findings 
Exception to the Buy American Act 

I hereby sake, at departaent head, the following findings and deteraina- 
tion regarding the application of the restrictions of the Buy Aaerican 
Act, 41 U.S.C. Section 10a (1970) to the iteas of defense equipment 
described below. 

Findings 

1. Section 814(a) of the Departaent of Defense Appropriation Author- 
ization Act, 1976, Pub. L. No. 94-106, 89 Stat. 544 (1975), as amended 
by section 802 of the Departaent of Defense appropriation Authorization 
Act, 1977, Pub. L. No. 94-361, 90 Stat. 930 (1976), provides that "it is 
the policy of the United States that equipment procured for the use of 
personnel of the Armed Forces of the United States stationed in Europe 
under the terms of the North Atlantic Treaty should be standardized or 
at least interoperable with equipment of other members of the North 
Atlantic Treaty Organization." The Act provides that "... the Secretary 
of Defense shall, to the mazimua feasible extent, initiate and carry out 
procurement procedures..." to carry out that ploicy. The Act further 
provides that "whenever the Sectetary of Defense determines that it is 
necessary, in order to carry out this policy... to procure equipment 
manufactured outside the United States, he is authorized to determine, 
for the purpose of section 2 of title III of the Act of March 3, 1933 
(47 Stat. 1520; 41 U.S.C. 10a), that the acquisition of such equipment 
manufactured in the United States is inconsistent with the public inter- 
est." 

2. The United States Government (U.S.) and the Government of the King- 
dom of the Netherlands are seeking to achieve greater cooperation in 
research, development, production and procurement of defense equipment 
in order to aake the most rational use of their respective industrial, 
econoaic and technological resources, to achieve the greatest attainable 
military capability at the lowest possible cost, and to achieve greater 
standardization and interoperability of their weapons systems. In order 
to further these aims, the U.S. and the Government of the Kingdom of the 
Netherlands entered into a Meaorandua of Understanding (M0U) relating to 
mutual cooperation in the research and developaent, production and 
procureaent of defense equipaent. 

3. In furtherance of the MOU, the U.S. and the Government of the King- 
dom of the Netherlands each have established policies for increasing 
cooperation in research, development, and productionand procurement of 
military systeas. In keeping with these policies and in the interest of 
enhancing their mutual security obligations, the U.S. and the Government 
of the Kingdom of the Netherlands intend to cooperate in all respects 
practicable, to the end that defense equipment production and procure- 
ment efforts of the two countries by adainistered so as to facilitate a 
mutual flow of defense procureaent, at mutually determined levels. 

Enclosure h 
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4. In order to facilitate the objectives of agreement, the U.S. and the 
Govemaent of the Kingdom of the Netherlandi have agreed that, consis- 
tent with national laws and regulations, each govemnent will evaluate 
offers of defense equipment produced in the other country without apply- 
ing price differentials under the "Buy National" laws and regulations 

5. This Determination and Findings covers all items of Netherlands 
produced 01 manufactured defense equipment other than:  (a) those items 
that have been excluded from consideration under the MOU and annexes 
thereto for reasons of protecting national requierments, such as for the 
maintenance of a defense mobilization base; and (b) those items that are 
subject to restrictions imposed by law on procurement from non-national 
sources. 

Determination 

Pursuant to 41 D.S.C.  I 10a (1970), I hereby determine that it is 
inconsistent with the public interest to apply the restrictions of the 
Buy American Act to the acquisition of those items of Netherlands pro- 
duced or manufactured defense equipment that are covered by this Deter- 
mination and Findings. 

Date /^ ^U/y^7f. 
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PREAMBLE 

The Government of the United States of America and the Government of Italy, 
hereinafter referred to as "the Governments": 

Intending to increase their respective defense capabilities through more 
efficient cooperation in the field of research and development, production, 
procurement, and logistic support of defense equipment, in order to: 

- Make the most cost-effective and rational use of the funds allocated to 
defense to the extent permitted by their national policies, assuring the 
most satisfactory level of reciprocal balance; and 

- Promote the widest possible use of standard or interoperable equipment; and 

- Develop and maintain an advanced technological capability for the North 
Atlantic Alliance, and particularly with respect to the parties to this 
Agreement; 

Noting that no agreement covers harmonization of mutual procurements, although 
specific offset agreements have existed between them in the past, and 

Seeking to improve their defensive capability through greater standardization 
and interoperability of equipment which would maximize cost effectiveness 

have entered Into this Memorandum of Understanding in order to achieve the 
above aims. 

This Memorandum of Understanding (MOU) sets out the guiding principles governing 
mutual cooperation In defense equipment research and development, production, 
procurement and logistic support. 

The Government of the United States of America and the Government of Italy 
conclude this Memorandum of Understanding to strengthen the North Atlantic 

Al1iance. 

The two Governments agree that this Memorandum of Understanding should be 
incorporated in the larger context of the cooperation between Europe and North 
America within the Alliance. 

All agreements, or the relevant provisions contained therein, between the 
Independent European Program Group (IEPG) and the United States of America, 
shall take precedence over this Memorandum of Understanding, provided that 
Italy is a party to the specific agreement. 
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ARTICLE I 

PRINCIPLES GOVERNING MUTUAL DEFENSE COOPERATION 

1. Both Governments will take Immediate steps to achieve and maintain an 
equitable balance in their exchanges. In terms of the value of contracts 
and technological levels, to the maximum practicable extent consistent 
with their national policies.  An equitable balance, in principle, 
shall be achieved when the two Governments have implemented all practi- 
cable means at their disposal to maximize defense R&D cooperation and 
reciprocal procurement to the extent compatible with the nature of each 
country's technological and industrial base.  I terns procured under 
offset agreements by either Government with an industry of the other 
will apply to the achievement of the balance contemplated by this 
agreement. 

2. This agreement is intended to cover areas in which possible bilateral 
cooperation could be achieved in conventional defense equipment research 
and development, production, procurement, and logistic support comple- 
menting the work of the Conference of National Armament Directors (CNAD), 
Senior NATO Logisticlans Conference (SNLC) and the Independent European 
Program Group (IEPS). 

3. The two Governments will, consistent with their laws and regulations, 
give full consideration to all requests for cooperative R&D and to all 
requests for production and procurement which are Intended to maximize 
Alliance standardization and/or interoperability. 

h.  The two Governments shall. In the spirit of cooperation, mutually 
determine the counting procedures that will apply to all items under 
this agreement (and associated services Included in.a contract) pur- 
chased either directly by,the .two Governments or through their defense 
Industries. 

5. In the Interests of standardization and the effective utilization of scarce 
resources the two Governments shall, if possible, select qualified 
defense Items that have been developed and produced in the other country 
to meet their requirements In accordance with the procedures of paragraph 9 
below. 

6. Each Government may propose to the other any particular Item of defense 
equipment that might be suitable for use by the other Government. 

7- Both Governments will provide appropriate policy guidance and administra- 
tive procedures within their respective-defense procurement organizations 
to facilitate achievement of the alms described In paragraph 5. 

8. Barriers to procurement or coproductlon of an Item of defense equipment 
that has been developed In the other country, such as customs duties 
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and other discriminatory levies and any other protectionist provisions, 
shall be removed or waived in accordance with existing laws and pro- 
cedures, in evaluating bids submitted in accordance with this MOD. Defense 
items or services are those_jterns or servi ces which may be procuredw 

til i 1 i 2 i irg~aj3propr"Tat"ed""funds of the US Department of Defense~or "budgeted 
funds of the Italian Mi n i stTv~of~Defense~  

9. Competitive contracting procedures nornjally shall be used 5n acquiring 
items of conventional defense equipment developed in each other's 
country. 

10. Full consideration will be given to all qualified Industrial and/or 
Government sources In each other's country consistent with the national 
procurement policy and criteria.' It is therefore understood that Items 
offered shall satisfy requirements for performance, quality, delivery 
and cost. 

11. Both Governments will review Items submitted as candidates for respective 
requirements. They wll1 Indicate requirements and proposed purchases in 
a timely fashion to ensure adequate time for their respective industries 
to qualify for eligibility and submit a bid or proposal. 

12. Third party transfers of defense articles or technical data made available 
under this MOU, and of articles produced with such data, will be subject 
to the agreement of the Government that made available the defense 
articles or technical data, except as otherwise provided In particular 
arrangements betweenthe two Governments.  Each Government will base Its 
decisions regarding requests by the other for agreement to third party 
transfers on Its laws, regulations, and arms transfer policy. Each 
Government will use the'same criteria for proposed transfers by the 
other as It uses for Itself, and will not reject, solely in the pursuit 
of Its own national comroercial advantage, a request from the other for 
a third country transfer of such defense articles or technical data. 
Consistent with the above, in carrying-out its' own transfers to third 
countries, each Government shall take Into consideration the extent to 
which a proposed transfer may damage or infringe upon licensing arrange- 
ments whereby commercial firms in the US or Italy have.granted to firms 
in the other country licenses for the manufacture of the articles pro- 
posed to be transferred to a third-country. 

13. Each Government will ensure that the technical data packages (TDPs) made 
available under this HOU are not used for any purpose other than for 
the purpose of bidding on, and performing a prospective defense contract 
without the prior agreement with those owning or controlling proprietary 
rights and that full protection shall be given to such proprietary rights, 
or to any privileged, protected, or classified data and information they 
contain.  In no event shall the TDPs be transferred to any third country 
or any other transferees without the prior written consent of the 
originating Government. 
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1^. Bdth Governments will undertake their best efforts to assist in negotiating 
licenses, royalties and technical information exchanges with their respective 
industries.' 

15. Arrangements and procedures will be established concerning follow-on 
logistic support for I terns of defense equipment covered by this Memorandum 
of Understanding.  Both Governments will make their defense logistic 
systems and resources available for this purpose as required and mutually 
agreed. 

ARTICLE 11 

IMPLEMENTING PROCEDURES 

1. Representatives of the two Governments will be appointed to determine 
in detail the procedures for implementing this Memorandum of Understanding. 
Terms of reference will be proposed for an Italian-American Conmittee for 
Mutual Cooperation, including rules governing its work.  The implementing 
procedures under this Memorandum of Understanding shall be an integral 
part thereof. 

2. The Under Secretary of Defense for Research and Engineering, In coordina- 
tion with the Assistant Secretary of Defense for International Security 
Affairs, the Assistant Secretary of Defense for Manpower, Reserve Affairs 
and Logistics, the Director, Defense Security Assistance.Agency, and other 
appropriate Department of Defense officials, will be responsible In the 
United States Government for the development of implementing procedures 
under this Memorandum of Understanding. 

3. The National Armament Director In the Ministry of Defense, In coordination 
with the other appropriate governmental bodies, will be the responsible 
authority of the Government of Italy for the development of implementing 
procedures under this.Memorandum of Understanding. 

ARTICLE 111 

INDUSTRY PARTICIPATION 

1. Each Government will be responsible for calling to the attention of the 
defense industries within Its country the basic understanding of this 
Memorandum of Understanding, together with appropriate Implementing 
guidance.  Both Governments will take all necessary steps so that the 
defense industries comply with the regulations pertaining to security 
and to safeguarding classified information. 

2. Implementation of this Memorandum of Understanding will Involve full 
industrial participation. Accordingly, the Governments will arrange to 
familiarize their respective procurement and requirements offices with 
the principles and objectives of this Memorandum of Understanding. 
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However, primary responsibility for finding business opportunities in 
arefas of research and development and production shall rest with the 
industrial participants of each country. 

ARTICLE IV 

SECURITY 

1. To the extent that any items, plans, specifications or information 
furnished in connection with the specific implementation of this 
Memorandum of Understanding are classified by either Government for 
security purposes, the other Government shal1 maintain a similar 
classification and employ all measures necessary to preserve such 
security equivalent to those measures employed by the classifying 
Government throughout the period during which the classifying Govern- 
ment may maintain such classification. 

2. The operating procedures between the United States Department of Defense 
and the Italian Ministry of Defence for the implementation of the General 
Security of Information Agreement dated k  August 196A apply to activities 
under this Memorandum of Understanding. 

3. Information that has been provided by the GDI to the United States in 
confidence, or produced by the United States .pursuant to a written joint 
arrangement with the GDI requiring confidentiality, shall either retain 
its original classification designation or be assigned a United States 
classification designation that shall ensure a degree of protection 
against disclosure equivalent to that required by the GDI. To assist in 
providing the desired protection, the GDI will- mark such information 
furnished to the US Government with a legend indicating that the informa- 
tion is of Italian Government origin, that the information relates to 
this MOU, and that the information is.furnished in confidence. 

ARTICLE V 

DURATION 

1. This Agreement will remain in effect for a ten-year period following its 
signing. Unless otherwise agreed by both Governments, the duration will 
be extended for another ten years. 

2. If, however, either Government considers It necessary for compelling 
national reasons to discontinue its participation under this Memorandum 
of Understanding before the end of the ten-year period, or any extension 
thereof, written notification of its intention will be given to the other 
Government six months in advance of the effective date of discontinuance. 
Such notification of intent would be a matter of immediate consultation 
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with the other Go- srnment to enable the Government fully to evaluate the 
consequences of Si r.h termination and in the spirit of cooperation, to 
take such actions as  necessary to alleviate problems that may result 
from the termination.  In this connection, although the Memorandum of 
Understanding may be terminated by the parties, any contract entered 
into consistent with the terms of this agreement shall continue in 
effect, unless the contract is terroinated in accordance with its own 
terms. 

ARTICLE VI 

ADMINISTRATION 

1. Each Government will designate points of contact at the Ministry of 
Defense level and in each purchasing service/agency. 

2. Government representatives will meet as agreed or at the request of either 
Government to review progress in implementing the Memorandum of Under- 
standing. They will discuss development, production and procurement 
needs of each country and the likely areas of cooperation; agree to the 
basis of, and keep under review and promoting any correction step, the 
financial statement referred to below; and consider any other matters 
relevant to the Memorandum of Understanding. 

3. An annual United States/Italy statement of the current balance, and 
long-term trends of R&D cooperation and purchases between the two countries 
will be prepared on a basis to be mutually agreed.  Such statement will 
take account of any United States/Italy offset agreements in force when 
the Memorandum of Understanding was signed, and will be reviewed during 
the meetings referred to in paragraph 2  above. 

ARTICLE VM 

ANNEXES 

Annexes negotiated by the responsible offices and approved by the 
appropriate Government authorities will be incorporated in this 
agreement and made an integral part thereof, 

ARTICLE VIM 

IMPLEMENTATION 

The arrangements contained In this Memorandum of Understanding represent 
the understanding reached between the Government of the United States of 
America and the Government of Italy upon the matters referred to herein. 
Each Government must mutually agree to any amendment of this Memorandum 
of Understanding. 
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2. This cgreement, in two original texts in the Italian and English lancu; 
both texts being equally authentic, will IOT.S into effect at the date 
signed by both Governments. 

For the United States Governnent   For the Government of the Italian Re?i 

K^^Z^i^C^      /g-Ul^U. 

Date 1 1 SEP 1S73 

P^T^ 1/ U 

11 SE? i=73 
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ANNEX I 

TO THE MEMORANDUM OF UNDERSTANDING BETWEEN THE GOVERNMENT OF THE UNIT D 
STATES OF AMERICA AND THE GOVERNMENT OF ITALY CONCERNING MUTUAL COOPtR TION 
IN DEFENSE EQUIPMENT RESEARCH AND DEVELOPMENT, PRODUCTION AND PROCUREMENT, 
DATED 11 SEPTEMBER 1978. 

PRINCIPLES GOVERNING IMPLEMENTATION 

1. FOREWORD 

On 11 September 1978 the Governments of the United States and Italy signed a 
Memorandum of Understanding (MOU) relating to the principles governing mutual 
cooperation in the Research, Development, Production, Procurement, and Logistic 
Support of Defense Equipment. This annex sets forth mutually agreed Imple- 
menting procedures for carrying out the MOU. 

2. BASIC PRINCIPLES 

With the aim already expressed In the text of the MOU to achieve the greatest 
practicable degree of standardization/interoperability In defense equip- 
ment, the two Governments shall cooperate In the field of Research, Development, 
Production, Procurement, and Logistic Support In order to Implement programs of 
common Interest and to strengthen their respective Industrial defense efforts. 
This goal can be attained through both the joint participation In mutually agreed 
research, development and production pt-ograms, through an Interchange of studies, 
materials and services, as well as through offset agreements between governments 
and Industries. 

The US Department of Defense (DoD) and the Italian Ministry of Defense (MoD) 
will each consider for procurement for their defense requirements qualified 
defense items (and associated services) developed or produced in the other 
country.  (See also Paragraph 3 of this Annex). MoD and DoD will also Identify 
to one another, as soon as possible, those practices of their respective coun- 
tries having the force of law that may potentially restrict the fulfillment of 
the MOU and this Annex.  It will be the responsibility of government and/or 
Industry representatives in each country to obtain timely Information concerning 
the other country's proposed developments and purchases and to respond to re- 
quests for proposals.  However, the responsible governmental purchasing agencies 
In each country will assist sources In the other country to obtain timely Infor- 
mation concerning proposed purchases, necessary qualifications and appropriate 
documentation. 

3. ACTION 

A.  In Implementing the foregoing, the two Governments shall In accordance with 
mutual laws and regulations consider the following: 

1. Cooperation In R£D for specified projects. Said cooperation may take 
place also in the framework of projects already undertaken by both countries. 
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2. Co-production of defense equipment both for the requirements 
of the two countries and for export. 

3. Supply of logistic and administrative materials and facilities. 

A. Maintenance and overhauling of items of military equipment, including 
supply of spares. 

B.  DoD and MoD will individually review and, where considered necessary, 
revise their respective Internal policies, procedures and regulations to en- 
sure, that the principles and objectives of this MOU, which are Intended to be 
compatible with the broad aims of NATO Rationalization/Standardization, are 
taken Into account.  The DoD and MoD agree that, upon respectively taking the 
measures listed below, they will have fulfilled their obligation under para- 
graph 1, Article 1 of the MOU, to implement all practical means at their 
disposal to optimize defense R&D cooperation and procurement. These measures 
will be undertaken In a reasonable manner, recognizing, among other factors, 
delivery date requirements for supplies, the interest of security, the timely 
conduct of the procurement process, and requirements attendant to ensuring 
free and full competition for the award of contracts. 

1. Ensure that their respective requirements offices are familiar with 
the principles and objectives of this MOU. 

2. Ensure that their respective research and development offices are 
familiar with the principles and objectives of this MOU. 

3. Ensure that their respective procurement offices are familiar with 
the principles and objectives of this MOU. 

k.     Ensure wide dissemination of the basic understanding of this MOU 
to their respective defense Industries. 

5. Ensure that to the extent permitted by national laws and regulations, 
offers of defense Items produced In the other country will be evaluated 
without applying to such offers, either price differentials under buy-national 
laws and regulations or the cost of Import duties. Provisions will be made for 
duty free certificates and related documentation to the extent consistent with 
national laws and procedures. 

6. Assist industries in their respective countries to Identify and advise 
the other government of their capabilities and assist such Industries In 
carrying out the support actions to maximize Industrial participation. 

7. Review defense Items submitted as candidates for respective require- 
ments.  Identify requirements and proposed purchases In a timely fashion to 
ensure adequate time for their respective Industries to participate In the 
development of production procurement processes. 

8. Make best efforts to assist In negotiating licenses, royalties, and 
technical Information exchanges with their respective Industries. 
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9. Permit the sales of equipment produced under license to allied coun- 
tries and to appropriate third countries, subject to the policy outlined in 
Article 1, paragraph 12 of the basic MOU. 

10. Ensure that those items excluded from consideration under this MOU 
for reasons of protecting overriding national Interests, such as the maintenance 
of a defense mobilization base, are limited to a small percentage of total 
annual defense procurement spending.  It Is Intended that such defense Items as 
well as those Items which would not be qualified as a defense item under this MOU 
because of legally Imposed restrictions on procurement from non-national sources, 
should be identified as sodn as possible In lists drawn up by MoD and DoD for 
their respective countries, and that the lists should be kept under review at 
this level. 

11. Ensure that the balance of reciprocal purchasing within the areas of 
this MOU takes Into consideration the levels of technology involved, as well 
as the contractual value, in accordance with the policy outlined in Article 1, 
paragraph 1 of the basic MOU. 

12. Arrange visits between appropriate government personnel from time to 
time in order actively to explore possibilities for R6D cooperation, procure- 
ment, and logistic support. 

A.   COUNTING PROCEDURES 

A.  The purchases to be counted against the goals of the MOU will be Identified 
jointly by DoD and MoD.  In principle all defense Items or components thereof, 
as defined in the basic MOU, (and associated services Included in a procurement 
contract) purchased by MoD and DoD from the other country will be counted against 
the goals of the MOU as long as such purchases meet the following criteria: 

1. Direct purchases by the MoD and DoD, Including their respective 
agencies, one from the other. 

2. Direct purchases by either the MoD or DoD from the Industry of the 
other country. 

3-  Purchases by Industry from the Government or Industry of the other 
country in the framework of Government defense contracts. 

A.  Purchases by a Third Country Government from either US or Italian 
Governments or Industrial sources as a direct result of commercial efforts 
of the other, non-supplying Country. 

5.  Procurements by either country of defense Items resulting from 
common funded projects to which the US and Italy are contributors, to be 
credited In proportion to each country's financial contribution to the pro- 
ject, and to work carried out In each country.  The extent to which such pro- 
curements will be counted against the goals of this MOU will be, at the time 
of procurement, mutually agreed between MoD and DoD on a case by case basis. 
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6. License fees, royalties and other associated income resulting from 
orders placed by DoD or MoD and/or industry in one country with a licensed 
company in the other country; or In MoD-DoD transactions. 

B. The following non-defense Items also will be counted against the goals of 
the MOU: 

1. Purchases by the MoD or DoD from the industry of the other country, on 
behalf of other governmental departments and agencies. 

2. Purchases by a Third Country Government from the HoD or DoD or from 
industries of these two countries as a direct result of the efforts of the MoD/ 
DoD of the other country. 

5.   ADMINISTRATION 

A. Each country will designate points of contact at the Ministry of Defense 

level. 

B. MoD and DoD representatives will meet periodically, alternatively In each 
country, to review the projects undertaken in implementing the MOU. They will 
discuss development, production, procurement, and logistic support needs of 
each country and the likely areas of cooperation; they will update the financial 
statement referred to in Paragraph C below as a means of Judging the progress 
of activity in the period under review; and they will consider other matters 
relevant to this MOU.  Specific tasks of the representatives are: 

1. Review of the status of the exchanges on the basis of the data. In 
comparable terms, to be agreed upon by the other party. 

2. Consider additional steps necessary to facilitate the actions called 

for in paragraph 3. 

C. An annual US/Italy statement consolidating the current balance of defense 
equipment research, development, production, procurement, and logistic support 
between the two countries, as well as the long term trends, will be prepared on 
a basis to be mutually agreed.  Such statement shall take account of any US/ 
Italy offset agreements in force at the time this MOU Is signed, and shall be 
reviewed during the meetings referred to In Paragraph 5B above. 

D. Quality assurance procedures outlined In STANAG M07 and A108 (subject 
to the USG reserve concerning US reimbursement) will apply unless other pro- 
visions are mutually agreed to on any specific contract.  Reimbursement for 
services provided shall be in accordance with National laws and regulations of 
each country. 
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E. This annex, in two original texts in the Italian and English languages, both 
texts being equally authentic, will come Into effect at the date signed by both 
Governments. 

For the United States Government For the Government of Italy 

>>A/A^-AV ^L 
Date 2 ji'N 1979 (7 

Fw 
2 - EtN. 13 
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ANNEX M 

TO THE MEMORANDUM OF UNDERSTANDING BETWEEN THE GOVERNMENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERNMENT OF ITALY CONCERNING MUTUAL COOPERATION 
IN DEFENSE EQUIPMENT RESEARCH AND DEVELOPMENT, PRODUCTION AND PROCUREMENT, 
DATED 11 SEPTEMBER 1978. 

PRINCIPLES GOVERNING LOGISTIC SUPPORT OF COMMON EQUIPMENT 

In implementing Article 1, paragraph 15 of the MOU, the two Parties shall be 
governed by the following: 

1. When developing or procuring defense equipment, both Parties will agree 
upon the basis for joint follow-on logistic support in areas such as con- 
figuration control, interchangeability of assemblies, components and spare 
parts, maintenance, conversion, storage, and spare parts provisioning, etc. 

2. Arrangements and procedures will be established concerning follow-on 
logistic support and other forms of logistic cooperation, e.g., joint 
utilization of facilities. 

3. In the contracting procedures for logistic support, paragraph 9, Article 1 
of the MOU normally shall apply.  Coproduction, licensed production, or jointly 
developed equipment may be excluded from this policy at the option of the 
contracting Party or Parties. 

k.     Both Parties will issue directives and guidelines to their respective 
armaments and logistics agencies to achieve the described goals of this MOU. 

5.  This annex, in two original texts in the Italian and English languages, both 
texts being equally authentic, will come into effect at the date signed by both 
Governments. 

For the United States Government For the Government of Italy 

^T B JAN W^ 2-GEKV1979 
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THE SECRETARY OF DEFENSE 
WASHINGTON, D.C.  20301 

MAY 12 1979 

MEMORANDUM FOR  SECRETARIES OF THE MILITARY DEPARTMENTS 
UNDER SECRETARY OF DEFENSE FOR POLICY 
UNDER SECRETARY OF DEFENSE FOR RESEARCH AND 
ENGINEERING 

ASSISTANT SECRETARIES OF DEFENSE 
DIRECTOR, DEFENSE COMMUNICATIONS AGENCY 
DIRECTOR, DEFENSE LOGISTICS AGENCY 
DIRECTOR, DEFENSE SECURITY ASSISTANCE 

AGENCY •« 

SUBJECT: U.S. - Italy MOU on Reciprocal Defense Procurement i| 

On Sept 11, 1978 the U.S. and the Govemm*.nt- rtf Ti-ai„ -«♦—~i .•_.. .      ts ^ 
"^     ~*. and the Government of Italy entered into a 

reciprocal defense procurement Memorandum of Understanding (MOU) (Enclo- 
sure 1) wxth the objective of providing for an "equitable^alance" in     § o 
defense trade  The primary purpose of this agreement is to promote      2 S 
greater U.S. Jtalxan cooperation in research and development (R&D)       S 
production and procurement in order to enhance NATO rationalization and   ^ 
standardization and thereby to achieve the greatest NATO capability at 
the lowest possible cost.  Annexes I and II, to this MOU, contain proce- 
dures for carrying out the MOU.  The purpose of this memorandum is to 
provide initial guidance on the implementation of the MOU.  Italy will 
in turn take necessary steps within its own acquisition framework to        ^ 
ensure that U.S. contractors have access to the Italian defense market      ^ 
m keeping with the purposes of the MOU. Q — 

UJ — 
Applicability i*- 

This guidance shall apply to all acquisitions of defense items and     Uj - 
^ ^VT1^" ^0 ifclude components, subsystems, and major systems ^ ^ 
ronrii. 5^ ^ ^Z^f  ^  '* *** phase of ^ acquisition cycle from   * 
concept definition through production), except where restricted bv fll     H? 
provisions of U.S. National Disclosure Policy (NDP); (2) U.S. laws or 
regulations; or (3) U.S. defense mobilization base requirements and 
ed herein0     ^^Wtrial Security Requirements all as further discuss- 

Responsibility for Implementation 

The MOU states that it is principally the responsibility of the industry 

fDom
CiC0UntlT ^ ^ek * market f0r itS Products.  Department of Defense 

(DoD) personnel shall nonetheless, whenever possible, take positive 
action to facilitate this effort.  Italian sources are to be provided 

flr^o^pfn"111^7 t0J
C0,nPete on * fa^ and equal basis with U.S. sources 

™ p 7    and production contracts, consistent with National Disclo- 
sure Policy and legal or regulatory restrictions. 
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Security 

The U.S. and Italy entered into a general Security of Information Agree- 
ment on 4 August 1964. The agreements cover aspects and details con- 
cerning protection of U.S. and Italian classified information exchanged 
between both countries.  The primary document which implements proce- 
dures for safeguarding classified information within industry under 
bilateral agreements is Section VIII of the Industrial Security Regula- 
tion (DoD 5220.22-R).  This section, entitled, "International Security 
Program," also includes detailed requirements concerning security of 
foreign classified contracts or subcontracts in the U.S. (para. 8-103), 
and security of U.S. classified contracts or subcontracts awarded to a 
foreign contractor (para. 8-104). 

All recipients are reminded that the Directorate of Industrial Security, 
Headquarters, Defense Logistics Agency, must be informed whenever a U.S. 
contractor is authorized to place a U.S. classified contract in a foreign 
country involving disclosure of U.S. classified information to the 
foreign country (para. 8-104c). 

Foreign Licenses and Technical Assistance Agreements 

Technical assistance in the form of data, foreign patent rights, manu- 
facturing aids, etc., necessary to enable Italian sources to produce 
supplies or perform services may be exported by means of Foreign Licenses 
and Technical Assistance Agreements using either Foreign Military Sales 
(FMS) or International Traffic in Arms Regulations (ITAR) procedures. 
The cognizant DoD Component will insure that proper coordination and 
approvals are obtained.  Such coordination should be done expeditiously 
to enable timely teaming relationships between U.S. and Italian firms. 
(Reference DoD 5030.28). 

For major programs where exports of large amounts of data would be 
involved, creation of a "U.S. Government Approved Project" (reference 22 
CFR 125.11 (a)  (10) should be considered for proposal to the Depart- 
ment of State as a potential mechanism for simplifying the Governmental 
approval process for information released.  In cases where this mechanism 
is determined to be appropriate, as well as in cases involving sensitive 
design and manufacturing technologies, technology release guidelines 
will be prepared to provide necessary guidance to the U.S. project 
office or other implementing activity.  Such guidelines must be coordi- 
nated with OUSDRE, 0ASD(MRA&L), and OASD(ISA) which in turn will coordi- 
nate with the Department of State.  It should be noted that the provisions 
of the National Disclosure Policy apply to the export of U.S. classified 
military information through direct commercial channels (ITAR) as well 
as under FMS procedures.  Specific guidance is provided in the Industrial 
Security Regulation DoD 5220.22R; DAR Section IX, Part 3; DoD Directive 
5230.11; and 22 CFR 121-128 (ITAR) as implemented by DoD Directive 
5030.28. 
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Issuance and Evaluation of Solicitations 

When Italian sources are provided copies of Requests for Proposals (RFP) 
or Invitations for Bid (IFB), Procurement Offices will ensure that a 
reasonable period is permitted for all sources to respond to solicita- 
tions. 

Where the possibility of competition from sources exists, notification 
shall be given to all potential competitors by the inclusion of an 
appropriate clause in the solicitation document. A sample clause en- 
titled "Notice of Potential Foreign Source Competition" is attached as 
a guide (Enclosure 2), until such time as an approved clause is published 
in the DAR. 

Italian sources competing for DoD requirements must be responsive to all 
normal terms and conditions of DoD solicitations (e.g., quality, perfor- 
mance, delivery, logistic support, etc.).  If unusual technical or 
security requirements would preclude the acquisition of otherwise cost 
effective Italian defense items, the need for such requirements 
should be specifically reviewed. Under no circumstances will unusual 
technical or security requirements be imposed for the purpose of pre- 
cluding the acquisition of Italian defense items. 

In addition, Italian sources will not be automatically excluded from 
submitting bids or proposals because their defense items have not been 
tested and evaluated by a U.S. DoD Component.  Components which find it 
necessary to limit solicitations to sources whose items have been ser~ 
vice tested and evaluated by the Component, should make provisions for 
considering Italian items which have been tested and accepted by Italy 
for service use, subject to U.S. confirmatory tests if necessary. Where 
it appears that these provisions might adversely delay Service programs, 
the concurrence of the DoD Acquisition Executive will be obtained prior 
to the exclusion of Italian items from consideration.  Sufficiency of 
Italian service testing should be considered on a case-by-case basis. 
When U.S. confirmatory tests are deemed necessary by the Component, U.S. 
test and evaluation standards, policies, and procedures will apply. 

In furtherance of the objectives set forth in the attached MOU and 
Annexes I and II thereto, it has been determined pursuant to section 2 
of title III of the Act of March 3, 1933 (47 Stat. 1520; 41 U.S.C. 
SlOa, Buy American Act) that it would be inconsistent with the public 
interest to apply the restrictions of that Act with respect to any 
defense items of Italian origin or manufacture procured to meet U.S. 
DoD requirements, unless specifically restricted. Accordingly, bids or 
proposals submitted by Italian sources shall be evaluated without the 
application of the price differentials normally applied pursuant to the 
Buy American Act requirements contained in Section VI of the DAR.  In 
addition, these bids and proposals shall be evaluated without the appli- 
cation of the price differential normally applied pursuant to the Balance 
of Payments requirements contained in Section VI, parts 1 and 8 of the 

5-120 



DAR.  In those instances susceptible to issuance of a duty-free entry 
certificate, as provided in Section VI, part 6 of the DAR, bids and 
proposals submitted by Italian sources shall be evaluated without 
application of duty.  If, when evaluated in accordance with the above, an 
Italian source is determined to be the lowest, responsive, responsi- 
ble bidder or offeror, or submits the best technical proposal in accord- 
ance with the factors outlined in the solicitation, the cognizant Pro- 
curement Office shall normally proceed to make award to that source. 

Nothing contained herein and in the Determination and Findings (D&F) 
(Enclosure 3) pursuant to the Buy American Act, 41 U.S.C. 510a (1970), 
shall affect the authority or responsibility of the cognizant Military 
Department Secretary or head of a Defense Agency to reject an otherwise 
acceptable Italian bid or proposal in those instances where such rejec- 
tion is considered necessary for reasons of the national interest.  In 
instances where such a rejection of an Italian bid or proposal is contem- 
plated, a copy of the proposed decision shall be forwarded to the DUSD(AP), 
ten working days in advance of issuance.  In those instances where award 
is to be made to the Italian source and where a duty-free entry certificate 
is susceptible to issuance, the contract shall provide for duty-free 
entry by inclusion of. the appropriate clause(s) referenced in DAR 6-603.3. 

Utilization of Italian Sources 

In furtherance of the MOU, each DoD Component is requested to (1) pub- 
licize the existence of the MOU among its prime contractors and request 
that they consider Italian sources for subcontracting opportunities; (2) 
permit attendance by Italian industry (subject to the provisions of the 
paragraph above entitled, "Applicability") at symposia, program briefings, 
pre-solicitation and pre-award conferences which address U.S. defense 
equipment needs and requirements; and (3) in connection with the review 
of prime contractor subcontracting procedures, assure that Italian 
sources are not precluded from obtaining subcontracts for reasons that 
would contravene the MOU. 

Restrictions on Italian Participation 

Except where the quantity being procured is greater than that required 
to maintain the U.S. defense mobilization base, the Italian sources 
shall be excluded from consideration for (1) participation in the produc- 
tion of items for which contracts are negotiated pursuant to the authority 
of DAR 3-216, and (2) the restricted items set forth in DAR 1-2207. 
Acquisition of the items noted above are the only ones for which Italian 
sources shall be prohibited from participation on the basis of protecting 
the defense mobilization base. 

Italian sources may also be excluded from participating in the ac- 
quisition of other items because of legally imposed restrictions on 
their purchase from non-national sources. This category of items in- 
cludes, but is not necessarily limited to, the items contained in DAR 
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Section VI, Part 3, and the DoD Appropriation Act prohibitions concern- 
ing the construction of Naval vessels or major components of the hull or 
super-structure thereof. 

Applicable exclusions will be determined in accordance with the tech- 
nology release guidelines developed pursuant to the paragraph above 
entitled, "Foreign Licenses and Technical Assistance Agreements." 

Italian sources shall not be excluded from participating in the acquisi- 
tion of any items where such participation would be permitted by existing 
exceptions. 

Implementation by DoD Components 

The guidance contained in this memorandum will be incorporated in the 
Defense Acquisition Regulation (DAR) as soon as possible.  In the inter- 
im, it is requested that each addressee give broad distribution to this 
memorandum within his component, as well as to major prime contractors; 
and take any additional action considered necessary to ensure that the 
spirit and intent of this agreement is fulfilled.  It is further re- 
quested that information copies of departmental instructions promul- 
gating this guidance within your respective components be forwarded to 
DUSD(AP) within 45 days from the date of this memorandum. 

ENCLOSURES (3) 
a/s 
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NOTICE OF POTENTIAL FOREIGN SOURCE COMPETITION 

Bids or proposals for this procurement are being solicited from sources 

In Italy. Furthermore, U.S. bidders may propose end items of Italian 

manufacture. 

It has been determined by the Secretary of Defense that the restrictions 

of section 2 of title III of the Act of March 3, 1933 (47 Stat. 1520; 41 

U.S.C. §10a; Buy American Act) shall not apply to items of Defense 

equipment described in this solicitation when produced or manufactured 

by Italian sources. 
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Determination and Findings 

Exception to the Buy American Act 

I hereby make, as department head, the following findings and determina- 

tion regarding the application of the restrictions of the Buy American 

Act, 41 U.S.C. Section 10a (1970) to the items of defense equipment 

described below. 

Findings 

1.   Section 81A(a) of the Department of Defense Appropriation Authoriza- 

tion Act, 1976, Pub. L. No. 94-106, 89 Stat. 544 (1975), as amended by 

section 802 of the Department of Defense Appropriation Authorization 

Act, 1977, Pub. L. No. 94-361, 90 Stat. 930 (1976), provides that "it is 

the policy of the United States that equipment procured for the use of 

personnel of the Armed Forces of the United States stationed in Europe 

under the terms of the North Atlantic Treaty should be standardized or 

at least interoperable with equipment of other members of the North 

Atlantic Treaty Organization." The Act provides that "... the Secretary 

of Defense shall, to the maximum feasible extent, initiate and carry out 

procurement procedures..." to carry out that policy.  The Act further 

provides that "whenever the Secretary of Defense determines that it is 

necessary, in order to carry out this policy— to procure equipment 

manufactured outside the United States, he is authorized to determine, 

for the purpose of section 2 of title III of the Act of March 3, 1933 
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(47 Stat. 1520; 41 U.S.C. 10a), that the acquisition of such equipment 

manufactured in the United States is inconsistent with the public inter- 

est." 

2. The United States Government (U.S.) and the Government of Italy are 

seeking to achieve greater cooperation in research, development, produc- 

tion and procurement of defense equipment in order to make the most 

rational use of their respective industrial, economic and technological 

resources, to achieve the greatest attainable military capability at the 

lowest possible cost, and to achieve greater standardization and inter- 

operability of their weapons systems.  In order to further these aims, 

the U.S. and the Government of Italy entered into a Memorandum of Under- 

standing (MOU) relating to mutual cooperation in the research and devel- 

opment, production and procurement of defense equipment. 

3. In furtherance of the MOU, the U.S. and the Government of Italy 

each have established policies for increasing cooperation in research, 

development, and production and procurement of military systems.  In 

keeping with these policies and in the interest of enhancing their 

mutual security obligations, the U.S. and the Government of Italy intend 

to cooperate in all respects practicable, to the end that defense equip- 

ment production and procurement efforts of the two countries be admin- 

istered so as to assure the maintenance of an equitable balance, at 

mutually determined levels, in reciprocal defense purchases. 
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4. In order to facilitate the objectives of the agreement, the U.S. and 

the Government of Italy have agreed that, consistent with national laws 

and regulations, each government will evaluate offers of defense equip- 

ment produced in the other country without applying price differentials 

under the "Buy National" laws and regulations. 

5. This Determination and Findings covers all items of Italian pro- 

duced or manufactured defense equipment other than: (a) those items that 

have been excluded from consideration under the MOU and annexes thereto 

for reasons of protecting national requirements, such as for the main- 

tenance of a defense mobilization base; and (b) those items that are 

subject to restrictions imposed by law on procurement from non-national 

sources. 

Determination 

Pursuant to Al U.S.C.  10a (1970), I hereby determine that it is incon- 

sistent with the public interest to apply the restrictions of the Buy 

American Act to the acquisition of those items of Italian produced or 

manufactured defense equipment that are covered by this Determination 

and Findings. 

MAY 1 2 1979 
Date 
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Memorandum of Understanding 

between the 

Federal Minister of Defense of the Federal Republic of Germany 

and the 

Secretary of Defense of the United States of America 

concerning the 

Principles Governing Mutual Cooperation 

in the 

Research and Development, Production, Procurement and 

Logistic Support of Defense Equipment 
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PREAMBLE 

The Secretary of Defense of the United States of America and the Federal 
Minister of Defense of the Federal Republic of Germany: 

o  Intending to increase their respective defense capabilities 
through more efficient cooperation in the field of research 
and development, production, procurement and logistic support 
of defense equipment, in order to: 

- Make the most cost-effective and rational use of the 
resources allocated to defense; and 

- Promote the widest possible use of standard or inter- 
operable equipment; and 

- Develop and maintain an advanced technology capability 
for the North Atlantic Alliance, and particularly with 
respect to the Parties to this Memorandum of Understanding; 
and 

o Seeking to improve the present situation and to strengthen their 

military capability and economic position through the further 
acquisition of standard or interoperable equipment 

have% entered into this Memorandum of Understanding in order to achieve 
the above aims. 

This Memorandum of Understanding sets out the guiding principles governing 
mutual cooperation in conventional defense equipment research and development, 
production, procurement and logistic support. 

The Parties hereto conclude this Memorandum of Understanding to strengthen 
the North Atlantic Alliance.  In so doing, the Parties are fully aware that 
the Independent European Program Group (IEPG) wants to enhance equipment 
collaboration by more comprehensive and systematic arrangements among the 
individual member nations.  They therefore agree that in the event of a 
possible conflict between understandings entered into between the IEPG and 
the Government of the United States, and this Memorandum of Understanding, 
the Parties hereto will consult with a view to amending this Memorandum of 
Understanding. 

The Parties further agree that this Memorandum of Understanding should be 
viewed in the larger context of the cooperation between Europe and North 
America within the Alliance. 
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ARTICLE I 

Principles Governing Mutual Defense Cooperation 

1.1 Both parties intend to facilitate the mutual flow of defense procure- 
ment, taking into consideration relative technological levels of such pro- 
curement, and consistent with their national policies.  This facilitation 
shall be sought through the provision of opportunities to compete for pro- 
curements of defense equipment and services as well as through the 
coproduction of defense equipment and defense R&D cooperation. 

1.2 This Memorandum of Understanding is intended to cover areas in which, 
in the view of both Parties to the Agreement, bilateral cooperation could 
be achieved in conventional defense equipment research and development, 
production, procurement and logistic support.  This cooperation is intended 
to complement the work of the Conference of National Armament Directors 
(CNAD) and the Independent European Program Group (IEPG). 

1.3 Each Party may propose to the other any particular project that might 
be suitable for cooperation or for use by the other Party. 

1.4 Both Parties will, consistent with their relevant laws and regulations, 
give the fullest consideration to all requests for cooperative R&D, and to 
all requests for production, procurement and logistic support which are 
intended to optimize Alliance standardization and/or interoperability. 

1.5 In the interests of standardization within the Alliance and the effec- 
tive utilization of scarce resources, both Parties shall, to the extent 
possible, select qualified defense items that have been developed and 
produced in the other country to meet their requirements.  Necessary 
decisions should be taken on the basis of joint comparative trials according 
to criteria to be jointly established. 

1.6 Both Parties will review items submitted as candidates for respective 
requirements.  They will indicate requirements and proposed purchases in a 
timely fashion to ensure adequate time for their respective industries to 
qualify for eligibility and to submit a bid or proposal. 

1.7 Both Parties will provide appropriate policy guidance and administra- 
tive procedures within their respective defense procurement organizations 
to facilitate achievement of the aims described herein. 

1.8 The detailed implementing procedures, to be agreed, will, consistent 
with and to the extent permitted by national laws and regulations, in- 
corporate the following: 

a.  Offers or proposals will be evaluated without applying price 
differentials under buy national laws and regulations; 
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b. Full consideration, will be given to all qualified industrial and/ 
or governmental resources in each other's country; 

c. Offers or proposals will be required to satisfy requirements of 
the purchasing Party for performance, quality, delivery and costs. 

1.9 Competitive contracting procedures shall normally be used in acquiring 
items of conventional defense equipment developed or produced in each 
other's country for use by either country's defense establishment. 

1.10 Both Parties will ensure that the technical data packages (TDPs) made 
available under this Memorandum of Understanding are not used for any pur- 
pose other than for the purpose of bidding on, and performing, a prospective 
defense contract without the prior agreement with those owning or control- 
ling proprietary rights and that full protection shall be given to such 
proprietary rights, or to any privileged, protected, or classified data and 
information they contain.  In no event shall the TDPs be transferred to any 
third country or any other transferee without the prior written consent of 
the originating Party. 

1.11 Both Parties will undertake their best efforts to assist in negotiating 
licenses, royalties and technical information exchanges with their respective 
industries or other owners of such rights.  The two contracting parties will 
mutually make available to each other, to the extent possible, all information 
and proprietary rights required to implement cooperation under this agree- 
ment..  The two contracting parties will, to the extent feasible, seek 
appropriate agreement with their industries that in the interest of stand- 
ardization and armaments cooperation, proprietary rights in defense-relevant 
information and data can be transferred by appropriate arrangements, between 
the industries of the two countries. 

1.12 Third party transfers of defense articles or technical data made 
available under this'MOU, and of articles produced with such data, will' 
be subject to the agreement of the Party that made available the defe/.se 
articles or technical data, except as otherwise provided in particular 
arrangements between the two Parties. 

1.13 Arrangements and procedures will, at the request of the purchasing Party, 
be established concerning follow-on logistic support for items of defense 
equipment acquired pursuant to this Memorandum of Understanding.  Both Parties 
will make their defense logistic systems and resources available for this 
purpose as required and mutually agreed. 

ARTICLE II 

Implementing Procedures 

2.1 The DoD and MoD will appoint representatives to determine in detail the 

procedures for implementing this Memorandum of Understanding and the terms of 
reference for a German-American Committee for Mutual Cooperation. 
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2.2 The Under Secretary of Defense for Research and Engineering will be 
the responsible authority of the United States Department of Defense for 
the developraeac of implementing procedures under this Memorandum of 
Understanding. 

2.3 The Director General of Armaments in the Ministry of Defense will be 
the responsible authority of the Ministry of Defense of Germany for the 
development of implementing procedures under this Memorandum of Understanding. 

ARTICLE III 

Industry Participation 

3.1 Implementation of this Memorandum of Understanding will involve full 
industrial participation.  Primary responsibility for finding business 
opportunities shall rest with the industries of each country. 

3.2 Each Party will be responsible for calling to the attention of the 
relevant industries within its country the basic understanding of this 
Memorandum of Understanding, together with appropriate implementing guidance. 
Both Parties will take all necessary steps so that the industries comply with 
the regulations pertaining to security and to safeguarding classified infor- 
mation. 

3.3 ^ Also, the Parties will arrange to familiarize their respective pro- 
curement and requirements offices with the principles and objectives 
enunciated herein. 

ARTICLE IV 

Security 

A.l The operating procedures for the implementation of the General Security 
Information Agreement dated 23 December 1960 between the two Governments, with 
particular reference to industrial security, apply to activities under this 
Memorandum of Understanding. 

4.2 To the extent that any items, plans, specifications or information 
furnished in connection with the specific implementation of this Memorandum 
of Understanding are classified by either Party for security purposes, the 
other Party shall maintain a similar classification and employ all measures 
necessary to preserve such security equivalent to those measures employed by 
the classifying Party throughout the period during which the classifying 
Party may maintain such classification. 

4.3 Information that has been provided by either of the Parties to the 
other on condition that it remain confidential shall either retain its 
original classification designation, or be assigned a classification 
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designation, that shall ensure a degree of protection against disclosure 
equivalent to that required by the other Government.  To assist in 
providing the desired protection, each Party will mark such information 
furnished with a legend indicating the origin of information, that the 
information relates to the Memorandum of Understanding and Annexes 
thereto, and that the information is furnished in confidence. 

ARTICLE V 

Administration 

5.1 Each Party will designate points of contact at the Ministry of 
Defense level and in each purchasing service/agency. 

5.2 The German-American Committee for Mutual Cooperation, referred to in 
Article II above, will meet as agreed or at the request of either Party to 
review progress in implementing the Memorandum of Understanding.  It will 
discuss development, production, procurement and logistic support needs of 
each country and the likely areas of cooperation; agree to the basis of, and 
keep under review, the financial statement referred to below; and consider 
any other matters relevant to this Memorandum of Understanding. 

5.3 An annual United States/Federal Republic of Germany Statement of the 
current balance, and long-term trends, of research and development, 
production, procurement, and maintenance and logistic support of defense 
equipment between the two countries will be prepared on a basis to be 
mutually agreed. 

ARTICLE VI 

Duration 

6.1 This Memorandum of Understanding will remain in effect for a six-year 
period following its signing.  Unless otherwise agreed by both Parties, 
the duration will be extended for another six years. 

6.2 If, however, either Party considers it necessary for compelling 
national reasons to discontinue its participation under this Memorandum 
of Understanding before the end of the six-year period, or any extension 
thereof, written notification of its intention will be given to the 
other Party six months in advance of the effective date of discontinuance. 
Such notification of intent would be a matter of immediate consultation 
with the other Party to enable the Parties fully to evaluate the consequences 
of such termination and, in the spirit of cooperation, to take such actions 
as necessary to alleviate problems that may result from the termination. 
In this connection, although the Memorandum of Understanding may be ter- 
minated by the Parties, any contract entered into consistent with the terms 
of this Memorandum of Understanding shall continue in effect, unless the 
contract is terminated in accordance with its own terms. 
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ARTICLE VII 

Implementation 

7.1 Each Party must agree in writing to any amendment of this .Memorandum 
of Understanding. 

7.2 Details pertaining to implementation of the principles set forth herein 
will be set out in annexes to this Memorandum of Understanding. 

7.3 Any differences of opinion over the interpretation and implementation of 
this Agreement and its Annexes shall be resolved by consultation between the 
DoD and MoD. 

7.4 This Memorandum of Understanding, in two original texts in the German 
and English languages, both texts being equally authentic, will come into 
effect on the date of the last signature. 

The Secretary of Defense 
of the United States of America 

Date 
17QCT i37c 070 

The Federal Minister of Defense 
of the Federal Republic of 
Germany 
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Determination and Findings 
Exception to the Buy Aaericen Act 

I hereby sake, as department head, the following findings and determina- 
tion regarding the application of the restrictions of the Buy American 
Act, 41 U.S.C. Section 10a (1970) to the items of defense equipment 
described below. 

Findings 

1. Section 81A(a) of the Departaent of Defense Appropriation Authori- 
zation Act, 1976, Pub. I. Mo. 94-106, 89 Stat. 544 (1975), as amended by 
section 802 of the Department of Defense Appropriation Authorization 
Act, 1977, Pub. L. No. 9A-361, 90 Stat. 930 (1976), provides that "it is 
the policy of the United States that equipment procured for the use of 
personnel of the Armed Forces of the United States stationed in Europe 
under the terms of the North Atlantic Treaty should be standardized or 
at least interoperable with equipment of other Bembers of the North 
Atlantic Treaty Organization." The Act provides that "... the Secretary 
•of Defense shall, to the maximum feasible extent, initiate and carry out 
procurement procedures —" to carry out that policy. The Act further 
provides that "whenever the Secretary of Defense determines that it is 
necessary, in order to carry out this policy... to procure equipment 
manufactured outside the United States, he is authorized to determine, 
for the purpose of section 2 of title III of the Act of March 3, 1933 
(47 Stat. 1520; 41 U.S.C. 10a), that the acquisition of such equipment 
manufactured in the United States is inconsistent with the public inter- 
est." 

2. The United States Government (U.S.) and the Government of the 
Federal Republic of Germany (FRO) are seeking to achieve greater coopera- 
tion in research, development, production and procurement of defense 
equipment in order to make the most rational use of their respective 
industrial, economic and technological resources, to achieve the greatest 
attainable military capability at the lowest possible cost, and to 
achieve greater standardization and interoperability of their weapons 
aystems. In order to further these aims, the U.S. and the FRC entered 
into a Memorandum of Understanding (MOU) relating to mutual cooperation 
in the research and development, production and procurement of defense 
equipment. 

3. In furtherance of the BOU, the U.S. and the FRG each have estab- 
lished policies for increasing cooperation in research, development, and 
production and procurement of military systems. In keeping with these 
policies and in the interest of enhancing their mutual security obliga- 
tions, the U.S. and the FRG intend to cooperate in all reapecta practic- 
able, to the end that defense equipment production and procurement 
efforts of the two countries be administered so as to assure the main- 
tenance of an equitable balance, of mutually determined levels in recip- 
rocal defense purchases. 

5-134 



4. In order to facilitate the objectives of the ogreeaent, the IKS. 
and the FRG have agreed that, consistent with national laws and regula- 
tions, each govemnent will evaluate offers of defense equipment pro- 
duced in the other country without applying price differentials under 
the "Buy National" lavs and regulations. 

5. This Detemination and Findings covers all iteais of FRG produced or 
manufactured defense equipment other than: (a) those items that have 
been excluded from consideration under the MOU for reasons of protecting 
national requirements, such as for the maintenance of a defense mobili- 
zation base; and (b) those items that are subject to restrictions imposed 
by lav on procurement from non-national sources. 

Determination 

Pursuant to 41 U.S.C.  10a (1970), I hereby determine that it is incon- 
sistent vith the public interest to apply the restrictions of the Buy 
American Act to the acquisition of defense equipment produced or manu- 
factured by the FRG that are covered by this Determination and Findings. 

Date </3//7?  (AJJ^AMJ^ 
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MEMORANDUM OF UNDERSTANDING 

BETWEEN  THE 

GOVERNMENT OF PORTUGAL 

AND THE 

GOVERNMENT OF THE UNITED STATES OF AMERICA 

CONCERNING THE PRINCIPLES GOVERNING MUTUAL COOPERATION 

IN THE RESEARCH, DEVELOPMENT, PRODUCTION, PROCUREMENT AND LOGISTIC SUPPORT 

OF DEFENSE EQUIPMENT 
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PREAMBLE 

The Government of the United States of America and the Government 

of Portugal, duly represented by their Ministers of Defense: 

Intending to increase their respective defense capabilities 

through more efficient cooperation in the fields of research, 

development, production, procurement and logistic support in 

order t o: 

Make the most cost-effective and rational use of the 

resources available for defense, 

Ensure the widest possible use of standard or inter- 

operable equipment. 

Develop and maintain an advanced industrial and tech- 

nological capability for the North Atlantic Alliance, 

and particularly with respect to the parties to this 

Memorandum of Understanding (MOU), and 

Seeking to improve the present situation and to strengthen 

their military capability and economic position through the 

further acquisition of standard or interoperable equipment. 

Have entered into this Memorandum of Understanding in order to 

achieve the above aims. 

This Memorandum of Understanding sets out the guiding' principies 

governing mutual cooperation in research, development, production, 

procurement and logistic support of conventional defense equipment. 

The two Governments conclude this MOU to strengthen the North 

Atlantic Alliance. In so doing, the Governments are fully aware 

that the Independent European Program Group (IEPG) wants to 

enhance equipment collaboration by more comprehensive and sys- 

tematic arrangements. They therefore agree that in the event of a 

possible conflict between agreements entered into between the IEPG 

and the Government 'of the United States, and this MOU, the parties 

hereto will consult with a view to amending this MOU. 

The two Governments further agree that this MOU should be viewed 

in the larger context of the cooperation between Europe and North 

America within the Alliance. 
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ARTICLE  I 

Principles Governing Mutual Defense Cooperation 

1. Both Governments intend to facilitate the mutual flow of 

defense procurement, taking into consideration relative tech- 

nological levels of such procurement, and consistent with their 

national policies. 

This facilitation shall be sought through the provision of 

opportunities to compete for procurements of defense equipment 

and services as well as through the coproduction of defense 

equipment and defense R&D cooperation. 

2. This MOU is intended to cover areas in which possible 

bilateral cooperation could be achieved in research, development, 

production, procurement and logistic support of conventional 

defense equipment, complementing the work of the Conference of 

National Armament Directors (CNAD), the Independent European 

Program Group (IEPG), and the Senior NATO Logisticians Conference 

(SNLC). 

3. The two Governments will, consistent with their relevant laws 

and regulations, give the fullest consideration to all requests 

for cooperative R&D, and to all requests for production and pro- 

curement which are intended to enhance standardization and/or 

interoperability within the Alliance. 

4. In the interests of standardization and the effective utiliza- 

tion of scarce resources, the two Governments shall, to the extent 

possible, adopt qualified defense items that have been developed 

or produced in the other country to meet their requirements. 

5. The two Governments shall mutually determine the counting 

procedures to be laid down in an Annex to this MOU that will apply 

to all defense items and defense services purchased by them 

directly or through their relevant industries under this MOU. 

6. Each Government shall from time to time notify the other 

Government of defense items that may not be acquired by the 
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notifying Government from other than domestic sources, as well 

as those defense items that may be particularly suitable  for 

acquisition by the other Government. 

7. Both Governments will provide appropriate policy guidance 

and administrative procedures within their respective  defense 

acquisition organizations to facilitate achievement of the aims 

of this MOU. 

8. Competitive contracting procedures shall normally be used 

in acquiring items of defense equipment developed or  produced 

in each other's country for use by either country's  defense 

establishment. 

9. The detailed implementing procedures, to be agreed,  will, 

consistent with and to the extent permitted by national laws and 

regulations, incorporate the following: 

a. Offers or proposals will be evaluated without applying 

price differentials under buy national laws and regulations and 

without applying the costs of import duties; 

b. Full  consideration will be given to all qualified 

industrial and/or governmental resources in each other's country; 

c. Offers or proposals will be required to satisfy requi- 

rements of the purchasing Government for performance, quality, 

delivery, and costs. 

10. Both Governments will review items submitted as candidates 

for respective requirements. They will indicate requirements and 

proposed purchases in a timely fashion to ensure adequate time 

for their respective industries to qualify for eligibility and 

submit a bid or proposal. 

11. Each Government will ensure that the technical data packages 

(TDP's) made available under this MOU are not used for any purpose 

other than for the purpose of bidding on and performing a prospec- 

tive defense contract, without the prior agreement of those owning 

or controlling proprietary rights and that full protection shall 

be given to such proprietary rights, or to any privileged, protec- 

ted, or classified data and information they contain. In no event 

shall the TDP's be transferred to any third country or any  other 
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transferee without the prior written consent of the originating 

Government. 

12. Third party transfers of defense articles or technical data 

made available under this MOU, and of articles produced with such 

data, will be subject to the agreement of the Government that made 

available the defense articles or technical data, except as 

otherwise provided in particular arrangements between the two 

Governments. 

13. Both Governments will use their best efforts to assist in 

negotiating licenses, royalties and technical information exchanges 

with their respective industries or other owners of such rights. 

14. Arrangements and procedures will, at the request of the 

purchasing government, be established concerning follow-on logistic 

support for items of defense equipment, purchased pursuant to this 

MOU. Both Governments will make their defense logistic systems and 

resources available for this purpose as required and mutually 

agreed. 

ARTICLE II 

Implementing Procedures 

1. Representatives of the two Governments will be appointed to 

determine in detail the procedures for implementing this MOU and 

the terms of reference for a Portugal-U.S. Committee for Mutual 

Cooperation. 

2. The Under Secretary of Defense for Research and Engineering 

will be the responsible authority in the United States Government 

for the development of implementing procedures under this MOU. 

3. The Director General of Armaments and the Secretary of State 

for Light Industry will be the responsible authorities of the 

Government of Portugal for the development of the implementing 

procedures under this MOU. 
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ARTICLE III 

Industry Participation 

1. Each Government will be responsible for calling to the 

attention of the relevant industries within its territory the 

basic understanding of this MOD, together with appropriate 

implementing guidance. Both Governments will take all necessary 

steps so that the industries comply with the regulations pertaining 

to security and to safeguarding classified information. 

2. Implementation of this MOU will involve full industrial parti- 

cipation. Accordingly, the Governments will arrange to inform their 

respective procurement and requirements offices concerning  the 

principles and objectives of this MOU. However, primary responsibi- 

lity for finding business opportunities in areas of research and 

development and production shall rest with the industries in each 

nation. 

ARTICLE IV 

Securi ty 

1. To the extent that any items, plans, specifications or informa- 

tion furnished in connection with the specific implementation of 

this Memorandum of Understanding are classified by the furnishing 

Government for security purposes, the other Government shall 

maintain a similar classification and employ all measures necessary 

to preserve such security equivalent to those measures employed by 

the classifying Government throughout the period during which the 

classifying Government may maintain such classifications. 

2. Information that has been provided by the Government of Por- 

tugal to the United States in confidence, or produced by the United 

States pursuant to a written joint arrangement with the Government 

of Portugal requiring confidentiality, shall either retain its 

original classification designation, or be assigned a United States 

classification designation that shall ensure a degree of protection 

against disclosure equivalent to that required by the Government of 
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Portugal. To assist in providing the desired protection, the 

Government of Portugal will mark such information furnished to 

the U.S. Government with a legend indicating that the information 

is of Portuguese Government origin, that the information relates 

to the MOU and that the information is furnished in confidence. 

ARTICLE 

Administration 

1. The Portugal-U. S. Committee for Mutual Cooperation, referred 

to in Article II above, will meet as agreed or at the request of 

either Government to review progress in implementing the MOU. They 

will discuss research and development, production and procurement 

needs of each nation and the likely areas of cooperation; agree to 

the basis of and keep under review, the financial statement 

referred to below; and consider any other matters relevant to this 

MOU. 

2. Each Government will designate points of contact at the 

Ministry of Defense level and in each purchasing service/agency 

under the Ministries of Defense. 

3. An annual United States-Portugal statement of the current 

balance, and long-term trends, of R&D cooperation and purchases 

between the two nations will be prepared on a basis to be mutually 

agreed. 

ARTICLE VI 

Annexes 

Annexes negotiated by the responsible officials and approved by 

the appropriate Government authorities will be incorporated in 

this MOU. 
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ARTICLE VII 

Duration 

1.   This MOU will remain in effect for a ten-year period and will 

be extended for successive five-year periods, unless the Government< 

mutually decide otherwise. 

2.   If, however, either Government considers it necessary for 

compelling national reasons to terminate its participation under 

this MOU before the end of the ten-year period, or any extension 

thereof, written notification of its intention will be given to 

the other Government six months in advance of the effective date 

of termination. Such notification of intent shall become a matter 

of immediate consultation with the other Government to enable the 

Governments fully to evaluate the consequences of such termination 

and, in the spirit of cooperation, to take such actions as necessary 

to alleviate problems that may result from the termination. In this 

connection, although the MOU may be terminated by the Parties, any 

contract entered into consistent with the terms of this MOU shall 

continue in effect, unless the contract is terminated in accordance 

with i ts own terms. 

ARTICLE VIII 

Implementati on 

This MOU will come into effect on the date of the last signature, 

For the Government of the United 

States of America 

The Secretary of Defense 

Date -2? m**^    tJ2±  

For the Government of Portugal 

The Minister of Defense 

M* 
Date /zJzxii 
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Deteraination and Findings 
Exception to the Buy Aaerican Act 

I hereby Bake, as departaent head, the following findings and detersina- 
tion regarding the application of the restrictions of the Buy A»erican 
Act, 41 U.S.C. Section 10a (1970) to the iteas of defense equipment 
described below. 

Findings 

1. Section 814(a) of the Departaent of Defense Appropriation Authoriza- 
tion Act, 1976, Pub. L. Ko. 94-106, 89 Stat. 544 (1975), as aaended by 
aection 802 of the Departaent of Defense Appropriation Authorization 
Act, 1977, Pub. L. No. 94-361, 90 Stat. 930 (1976), provides that "it is 
the policy of the United States that equipment procured for the use of 
personnel of the Armed Forces of the United States stationed in Europe 
under the terms of the North Atlantic Treaty should be standardized or 
at least interoperable with equipment of other members of the North 
Atlantic Treaty Organization." The Act provides that "... the Secretary 
of Defense shall, to the aariaum feasible extent, initiate and carry out 
procurement procedures..." to carry out that policy. The Act further 
provides that "whenever the Secretary of Defense determines that it is 
necessary, in order to carry out this policy... to procure equipment 
manufactured outside the United States, he is authorized to determine, 
for the purpose of aection 2 of title III of the Act of llarch 3, 1933 
(47 Stat. 1520; 41 U.S.C. 10a), that the acquisition of such equipaent 
aanufactured in the United States is inconsistent with the public inter- 
est." 

2. The United States Government (U.S.) and the Govemaent of Portugal 
are seeking to achieve greater cooperation in research, development, 
production and procureaent of defense equipaent in order to make the most 
rational use of their respective industrial, econoaic and technological 
resources, to achieve the greatest attainable ailitary capability at the 
lowest possible cost, and to achieve greater standardization and inter- 
operability of their weapons cysteas. In order to further these alas, 
the U.S. and the Govemaent of Portugal entered into a Heaorandua of 
Understanding (HOU) relating to autual cooperation in the research and 
development, production and procureaent of defense equipaent. 

3.  In furtherance of the HOU, the U.S. and the Government of Portugal 
each have established policies for increasing cooperation in research, 
development, and production and procureaent of ailitary ays teas. In 
keeping with these policies and in the interest of enhancing their autual 
•ecurity obligations, the U.S. and the Government of Portugal intend 
-to cooperate in all respect* practicable, to the and that defense aquip- 
«ent production and procureaent effort* of the two countries be admin- 
istered ao aa to assure the aaintenance of an equitable balance, of 
autually determined levels in reciprocal defense purchaaea. * 
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4. In order to facilitate the objectives of the agree»ent, the IKS. and 
the Govemaent of Portugal have agreed that, consistent with national lavs 
and regulations, each govemaent will evaluate offers of defense equip- 
■ent produced in the other country without applying price differentials 
under the "Buy National" laws and regulations. 

5. This Detenoination and Findings covert all iteas of Portuguese pro- 
duced or aanufactured defense equipment other than; (a) those itens that 
have been excluded from consideration under the HOU for reasons of pro- 
tecting national requirenents, such as for the auintenance of a defense 
■obilization base; and (b) those itens that are subject to restrictions 
iaposed by lav on procureaent froa non-national sources. 

Deteraination 

Pursuant to 41 U.S.C.  10a (1970), I hereby deteraine that it is incon- 
sistent with the public interest to apply the restrictions of the Buy 
American Act to the acquisition of defense equipaent produced or aanu- 
factured by Portugal that are covered by this Deteraination and Findings. 

gj&lll D.t.  <£ a//-71  AJJA&&LLL 
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MEMORANDUM OF UNDERSTANDING (MDU) 

BETWEEN THE GOVERNMENT OF BELGIUM AND THE GOVERNMENT 

OF THE UNITED STATES CONCERNING IMPROVED HAWK PROGRAM 
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Memorandum of Understanding (MOU) 

between the Government of BELGIUM and the Government - 

of the UNITED STATES concerning Improved HAWK program 

1. The Government of BELGIUM, acting through the Ministry of Defense 

(hereinafter called the MOD) intends to purchase the Improved HAWK 

Missile system, with associated supporting defense articles and 

services, mainly from U.S. sources. 

2. The objective of this Memorandum of Understanding (MOU) is to promote 

through the waiving of Buy American and other U.S. price differentials 

on defense purchases, and other measures as set forth in this MOU, a 

flow of defense equipment and services to include components, subsystems 

and major systems at all technology levels, from BELGIUM to the U.S. 

(including U.S. Forces in EUROPE) in an amount equal to the net 

dollar amount flowing to the U.S. as a result of the purchase by the 

Belgian Government of the missile system, supporting equipment and 

services set out in paragraph I. In this regard, the Government of 

BELGIUM will monitor the bidding activities of the Belgian industry, 

as described in paragraph 7 below, with a view to maintaining an 

appropriate technology level. To this end, the U.S. and Belgian 

Governments will undertake those actions set forth below. 

3. The RAYTHEON corporation, in a separate agreement with the Government 

of BELGIUM, is committed to seek opportunities to place orders with 

the Belgian industries. 

4. The U.S. Department of Defense (hereinafter called the DOD) will 

simultaneously supplement U.S. industry efforts, in order to achieve 

the objective of this MOU as set forth in paragraph 2 above, by 

offering to Belgian industry the opportunity to provide defense 

equipment and services under its solicitation procedures in accordance 

with paragraph 6 below. 

■ 
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5. In order to achieve the objective of this IOU, the DOD, contingent on 

the purchase of the above system by the Government of BELGIUM, further 

agrees to use its best efforts to have RAYTHEON and other U.S. compa- 

nies associated with the Improved HAWK program provide Belgian industry 

with the opportunity to compete for defense sub-contracts. Where, 

consistent with U.S. laws and regulations, a duty-free entry certificate 

is susceptible to issuance, the DOD will provide for duty-free entry 

by inclusion of the appropriate clause(s) in DOD contracts. 

6. The DOD for its part agrees that, commencing on the date on which the 

procurement contract is signed with the RAYTHEON corporation for the 

purchase of the above system, it will : 

a. evaluate offers from Belgian industry without applying price dif- 

ferentials resulting from U.S. Buy National laws or regulations. 

b. consistent with U.S. laws and regulations waive applicable customs 

duties or other restrictions. 

c. release all information and technical data, in which the DOD has 

rights, necessary for the production of items in BELGIUM on contracts 

which have been awarded to Belgian industry.  To the extent costs 

are involved, these will be the same as those for U.S. sources. 

d. in the case of privately owned rights in technical data, use its 

best efforts to provide to Belgian contractors, on a reasonable 

cost basis, technical data required for production. 

e. facilitate the necessary export licenses required for the provision 

of bid packages and related technical data to accomplish the 

above. 

f. provide to Belgian sources every opportunity to compete on a fair 

and equal basis with U.S. sources for both research and development, 

and production contracts, consistent with U.S. law and National 

Disclosure Policy. 

The purpose of the above stated articles is to insure a fair comparison 

between the offers of U.S. and Belgian sources, and the DOD will take 

all the necessary measures to accomplish this. 
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7. The Belgian MOD and its organizations will use their good offices and 

authority to provide : 

a. direction to Belgian industry on steps to be taken by Belgian 

industrial firms to make known their capabilities and products 

which might qualify for competitive procurement by U.S. industry 

and, to the extent necessary, by the DOD. 

b. assistance to Belgian industry in meeting handling requirements 

for classified U.S. information. 

c. necessary protection of technical data provided by the DOD to 

Belgian industry to insure that it is used solely for the purposes 

of this agreement and that no other use is made of this data 

except with the prior written agreement of the U.S. Government. 

8. U.S. technical data conveyed to Belgian industry in furtherance of 

this arrangement will be handled in accordance with the basic security 

principles for the protection of U.S. classified information contained 

in the General Security of Information Agreement effected by the U.S. 

Department of State and the Government of BELGIUM on 9 August 1960. 

9. The MOD and the DOD will appoint project officers to monitor progress 

under this MOU.  These project officers will meet periodically but 

not less than annually, to review and approve the progress of this 

understanding and recommend to the MOD and the DOD respectively such 

action as may appear necessary. 

10. Both RAYTHEON and the DOD will keep records of those purchases made 

from Belgian sources in furtherance of this agreement.  The MOD will 

keep similar records. Such information will be exchanged between the 

DOD and the MOD prior to the periodic reviews called for under para- 

graph 9. 

■ 
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11. This MOU is effective on the date of the last signature hereto and, 

subject to the respective laws of the governments of Belgium and the 

United States, shall remain in effect until the total dollar value of 

DOD purchases from Belgian production sources equals the net dollar 

amount flowing to the U.S. as a result of the purchase of the improved 

Hawk system taking into account the purchases made from Belgian pro- 

duction sources by RAYTHEON and other companies in the U.S. as described 

in paragraph 5.  The DOD and the MOD shall do everything possible 

within their respective laws and regulations to facilitate reaching 

this objective within a period of five years at an average rate of 

20 Z per year, recognizing that the yearly rate of performance will 

probably increase progressively over the period. The DOD and the MOD 

will consult each year to determine what actions should be taken by 

both sides to attain the objective.  If the total objective is not 

reached within a period of five years, release of production licenses 

for defense equipment in which the DOD has rights will be given by 

DOD, subject to approval by competent U.S. authorities.  The then 

dollar value of the quantity of such defense equipment which is 

approved by the U.S. Government for production by the Belgians and 

produced by Belgian industry will be applied to any outstanding 

shortfall against the objective of this MOU. 

For the Government of the United States of America 

JUL 9 1979 

For the Government of Belgium 
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ill: 
ASSISTAh'T SECPETAnY OP L'cFtNSr 

WASHINGTON, O.t.   20301 

<. -•"•::: i-y 
0   1/iHl     Ij/O 

tNSWII'rIONS ANO L09!$rKS 

MEMORANDUM FOR ASSISTANT SECRETARY OF THE ARMY (I&cL) 
ASSISTANT SECRETARY OF THE NAVY (I&.L) 
ASSISTANT SECRETARY OF THE AIR FORCE (I&L) 
DIRECTOR,   DEFENSE SUPPLY AGENCY 

SUBJECT:   U.S. /Australian Offset Arrangement 

As you know,  we recently concluded a scries of discussions with Australian 
officials and DoD.     Two  significant actions resulted from those meetings, 
i.e. ,   (a) a Government-to-Government offset understanding which was 
approved by the Deputy Secretary of Defense,   and (b) an implementation/ 
execution arrangement for Australian industrial participation in connec- 
tion with FMS purchases made by Australia from the USA.    (A copy of 
each document is aitached. ) 

These two documents  set forth the basic form of the offset objective and 
our a.pproach tc implementation.    It is our best estimate now that Australia 
will purchase about $700 million in U.S.  weapon systems over the next 
several years.     Generally,   our efforts to accomplish the offset objective 
should be viewed in the long term,   five years or more.    However,   there 
are several weapon systems in which the Australians have expressed 
considerable current interest.     Thus,   there is a need to focus on some 
specific implementing steps in our contracting process. 

The most immediate system being considered by the Australians is the 
proposed procurement,   through FMS channels,   of subsystems for several 
destroyers the Australian;: plan to construct.    In connection with, these 
subsystems die Australians,   as part, of the offset objective,   are arranging 
with the  sever;)!  U.S.   contractors involved to procure  subsystem components 
from Australian sources.     This technique of separate arra-ngements (oflset) 
between Auslrrna and U.S.   contractors is an approach which wo understand 
will be followed in future major procuremenls by the Australians.     Because 
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of this pending action,   it is appropr.atc that a framework for procurement/ 
contracting be developed to provide,   (1) the mechanism for assuring that we 
can track procurements placed in Australia;  (2) apply uniform contract 
provisions to carry out the purposes of our objective; and,   (3) determine 
what,   if any,   action is required on such matters as the Buy American Act, 
duty,   and other such inhibiting provisions.     To develop this guidance 
framework,   staff members of my office will be in touch with their counter- 
parts in your office.    When this guidance is developed,   I propose to distribute 
it to each of you for application. 

■i 

Attachments 
as 

/ 

A ciinr Ar;;';; v .cciasa. 
(ia-ii   ,L,„i, .,,;.£ ,—  i,c;' '^iics) 

e, .J 
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Memorandum of Discussions 

Against the purchase by the Government of Australia from the 
United States Department oi" Defense of major weapons systems and 
items of defense equipment, the  . S. Department of Defense agrees 
to establish the basis of an associated offset arrangement.  The 
offset arrangement is pursuant to the discussions held in Washing 
ton on 10 April 1973 between the U.S. Department of Defense and 
the Australian Department of Defence.  In these discussions the 
following principles and understandings were agreed: 

1. The U.S. Department of Defense will commit itself 
to a combined U.S. industry and DOU offset objec- 
tive of no more than 2 5?<i of the value of a major 
Australian order. 

2. The U.S. Department of Defense and the Australian 
Department of Defence will look to those U.S. firms 
benefiting substantially from an Australian order 
to carry the initial and primary burden of offset 
implementation. 

3. In the event that U.S. firms and subcontractors are 
unable to completely fulfill their offset objectives, 
the U.S. DOD will first offer Government Furnished 
Equipment (GFE) to Australian industry as bid oppor- 
tunities and, second, if GFE items turn out to be 
unsuitable for either partner, select other items 
of defense equipment and supplies which appear to be 
competitively obtainable from Australian sources. 

4. The DOD reserves the right, unilaterally, to select 
appropriate procurements for offset implementation. 
However, to facilitate the selection of suitable 
items, DOD will consult with iVDOD to identify areas 
of Australian industrial/technological strength. 

5. DOD procurement from Australian sources will normally 
be competitive and be subject, to two basic conditions: 
one, that the items of procurement fully satisfy DOD 
requirements for performance, quality, and delivery _, 
and two, that the items of procurement cost DOD no 
more" than would comparable U.S. items or other foreign 
items eligible for award. 
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6. If and when special circumstances invite it, the DOD may 
consider alternative means of procurement involving 
directed procurements or negotiated procurements, in- 
cluding items of Research md Development, to the extent 
appropriate items can be selected. 

7. Procurements from Australian sources made under DOD 
implementation of offset arrangements will bo in accord 
with the Armed Services Procurement Regulations (ASPR). 
Selective waiver of the Buy American Act and the DOD 
"Gold Flow" rule will be made by the DOD for those 
procurements in winch Australian sources are solicited 
and evaluated to be the winning bid except for appli- 
cation of these differentials. Thus the DOD will 
authorize case-by-case exceptions of these differentials 
in consonance with the principles and understandings of 
this Memorandum of Discussions. 

8. As a general rule, the DOD role in this offset agreement 
will begin at, the time of an Australian Request for 
Quotation (RFQ). The time-frame for placemerft of orders 
in fulfillment of the DOD share of the U.S. offset ob- 
jective will be within five years of the initial date of 
delivery of the items purchased against which the offset 
objective is measured. 

9. Notwithstanding the DOD's willingness to facilitate and 
to assist the A/DOD and Australian industry in success- 
fully accomplishing the purposes and understandings of 
the offset arrangement, it remains the basic Australian 
responsibility to carry out those actions to bring its 
sales to the U.S. defense industry market and to the DOD 
to successful consummation. 

10. It is recognized that detailed implementing procedures 
for the management of offsets will be needed. These 
procedures necessarily involve both procurement and 
sales activities and they will be developed in sub- 
seouent meetings as mutually agreed. 

Signed, ad referendum, this 10th day of April 1973 in 'Washington, O.C. 

o- 
Leonard A. Alne Roy W.ii. Davics 
For the U.S. For the Australian 
Department of Cvfense Department of Defence 

i?AlJx\. APPROVED: 
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MEKORAIIDUM OF DISCUDGIOil 

iMPr^f-iKN'mTTon/'^'^cnvTci? APnAi^r^iirc FOR 
Sj^KAfaA; 1 Jlh^TRY   ■ ■/.HTlClT'A'im"!   (A.I^Pj_ 

WllliH KlRCKA^i;:f riiLM ViiK 'J.S.   AH^ MAI)?: 
UKDEirKOKKiGIl M"lLTT/u?Y ixAf^G 

The United States Department of Defense   (US/DCD) in discussions with 

the Australian Department  of Defence   (A/DOD)  at previous  Procurement 

Liaison Meetings has made a number of arrangements involving Australian 

Industry Participation (A.I.P.)  in connection with'purchases made ■by- 

Australia from U.S.    These include such matters as inspection,  contract 

administration, exchange of technical information etc. 

(2) The latest of these arrangements vas the Memorandum of Discussions 

regarding basic offset arrangements,   signed April 10,   1973. 

(3) The US/DOD recognises that Australian selection of a contractor  for an 

equipment requirement is based largely on considerations  of: 

* Equipment performance 

* Product support arrangements 

* Price and delivery 

* Australian industry participation. 

(k)    The objective of the Australian Industry Participation programme (A.I,P.) 

is to: 

* Broaden industrial capability of strategic significance 

*■ Stimulate technological advancement in key industries 

*• Improve defence supply capability and pelf-reliance. 
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(5) In implcnicntinc the Memorandum of April 10, V^(3i  with regard to 

Australian purchases tlia-ou^h the Forcicn l-Iilitarj' Sales Crcanir;ation 

(F.M.S.) and Australian Industrial Participation the following actions 

wi31 be taken: 

(6) Pre-Contract Starve 

6.1. A/DOD v/ill advise UO/DOD of its planned requirements for 

equipment purchases and guidelines for A.I.P. satisfaction. 

6.2. US/lXXD will advise Australia of estimated budgetary costs 

and provide details of G.F.E. items, including prime and sub-contractors 

for the equipment concerned. 

6.3. In consultation with US/rOD, A/DOD will explore with the 

appropriate U.S. contractors, possible areas of Australian Industry 

Participation. 

6Jt. A/DOD will assess the defenoe/technolcgical/econcmic 

significance of the U.S. industry proposals. 

6.5. A/DOD will advise US/DOD and U.S. industry of the areas of 

Australian industry participation which are acceptable within the 

guidelines laid dam. 

(?) Preliminary Assessment Phase 

7.1. US/DOD and A/DOD will examine the expected dollar achieve- 

ment by U.S. industry against the project target for Australian Industry 

participation. 

7.2. If a shortfall in target appears likely, US/DOD will review 

the programme and advise A/DOD of its proposals to make good any such 

shortfall. 

7.3. A/DOD will submit any appropriate proposals for consnderation 

as direct purchase by US/DOD and iron A/DOD, or its itows for cons i dor a- 
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tion for joint development and production. 

(8) rost-Contract Phase 

8.1. Specific details of the agreed A.I.P. proposal will be mude 

available to US/DOD. 

8.2. U.S. contractors will "be required to report quarterly to 

Australia for their specific A.I.P. agreement the following: 

* K.F.Q.'s made available to Australia 

* Contracts placed in Australia 

* Value of each contract 

* Achievement against each contract 

* Progressive total of A.I.P. achieved 

* Any problems in administering the programme. 

8.3- Australia will report quarterly/half-yearly to UD/DOD Military 

Department concerned, the delivery programme for items being purchased 

from Australia. 

(9) For the purpose of assessing the value of A.I.P. to be achieved, the 

following definitions will apply. 

9.1. A major contract is one which involves; end items and amounts 

to be at least $500,000. 

9.2. The US/DOD recognises that A/D0D makes: a range of smaller 

purchases amounting to about $A6 million per year, at present, and will 

include this amount-in the total figure against "jmich A.I.P. is calcu- 

lated. 

9.3. The US/DOD will be responsible for A.J.P, ccinraitn.cnts asso- 

ciated with A/DOI) purchases through F.M.S. For JS.I.P, arrangements 

associated with A/DOI) pruchnses direct from U.S. compames, with no Ff-IS 

or- POD procurement involved, it will be the resjcnr.ibSlity of A/jX)D to 

1-157 



assure achievement of the agreed l-rgets. In tho latter case, when 

requested by A/DOD, US/DOD will assist where possible with waivers, 

contract services etc. In any case where US/DOD assistance involves 

perffiission to the contractor to include as A.1.P_ items for the US/DOD, 

the DOD will want to receive appropriate offset credit. 

$.h.    The starting point for the arrangenent outlined in the 

Memorandum of April 10, 1973 will he Australian programmes commencing 

after April 18, 1973- 

(10) Vftiere the U3/D0D owns the rights, and is in a pecition to do so, it 

will continue to make data packs and technical Information available on 

items Australia wishes to produce. 

(11) The US/DOD will use its best offices to assist tostralia in the nego- 

tiation of licenses, royalties and technical inibrmation exchanges'with 

U.B. companies, on items Australia desires to produce for defence pur- 

poses . 

(12) The US/DOD will continue to provide contract administration services or 

other assistance to A/D0D where appropriate as aajrrently arranged. 

(13) A/DOD will use its best offices to ensure compliance by Australian 

contractors/suppliers with quality standards, delivery dates, and 

prices for items produced in Australia for US/DI'D. The DOD will pro- 

vide assistance where possible to Australia to aachievc these objectives. 

(I'l) A/DOD will use its best offices to ensure that ruiy facilities established 

in Australia for products on, jaainLonance, or tuwport of equipment of 

U.K. design or origin are wade avuilab.lc to ths; Un/i)0]J when required. 
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(15) When rcccoTch and dcvclopracnt proposal!: arc bcinc developed a.s part of 

the A.I.P. procrarame, arrancements 111 be made Itor a recular exchange 

of infor)natD.on to ensure that both parties are fuUly informed of the 

development and production jjossibilities of the items under discussion, 

(16) Arrangement will be made for a regular exchange c? information to ensure 

both parties are fully informed on the possibilities of purchase by 

US/DOB of Australian produced end items. 

(17) For the purpose of administration of the A.I.P. programme with P.M.S.1, 

each country will nominate a specific liaison autiority. 

(18) A/D0U will provide reports each quarter to the US/DOD liaison authority 

of the progress made by each company in achieving the A.I.P. targets. 

This information will include the total cemmitmerfi of the company, types 

of items suggested for A.I,P. and those accepted;, the value of the R.F.Q. 's 

submitted to Australia, the dollar value of ordeas placed, and the 

deliveries made by Australian companies. Information will be provided 

on any joint development programmes or any other US/WD  purchases from 

Australia which may not be tied to a specific AuBuralian-F.M.S, Pro- 

curement, but which will be creditable against tie cumulative overall 

US/DOD cemmitment target.  Provision will also boE made for an over- 

all review of progress on the programme each tweHvc months. 

gjJUj QwXt  J^.i/ZW.  
E.   BKNKKV/ITZ,  Special-Assistant }{.   j^AVlilJ",  Kirrn. Ar-sistant  Gecrotary 
ASD(lWi) (PluntnIJJ, and 1 recurtment) 
U.S.  Department  of Defense Australim Dcpai*tincnt  of Supply 
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MEMORANDUM OF UNDERSTANDING 
BETWEEN THE GOVERNMENT OF THE SWISS CONFEDERATION 

AND THE GOVERNMENT OF THE UNITED STATES 
CONCERNING THE F-5 PROGRAM 

1. The Government of the Swiss Confederation, acting through 
the Federal Military Department (hereinafter called the FMD) 
intends to purchase a quantity of F-5E and F-5F aircraft, with 
associated supporting defense articles and services, from U.S. 
sources through the United States Department of Defense (here- 
inafter called the DOD) under Foreign Military Sales procedures. 

2. The goal of the Memorandum of Understanding (MOU) is to 
offset to the maximum extent possible the amount to be paid by 
the Swiss Government for the aircraft and supporting equip- 
ment set out in paragraph 1 by placing contracts on a competi- 
tive basis with Swiss industries, but in no event will the goal 
be less than 301. 

3. The United States Government, acting through the DOD, and 
the Government of the Swiss Confederation, acting through the 
FMD, in seeking to attain this goal, will look to those U.S. 
firms benefiting substantially from the Swiss purchase to 
carry the primary burden of offset implementations.  It will 
bo the basic responsibility of industry in each country to 
identify and define their capabilities and to carry out the 
supporting action to facilitate the industrial participation 
envisioned herein.  During the first two years the primary bur- 
den of offset implementation will be upon Northrop, General 
Electric and related contractors. However, if during that 
period Swiss industry offers items which can meet valid U.S. 
defense procurement on a competitive basis, the provisions of 
para 5 will be applicable. After such two year period repre- 
sentatives of the parties hereto, with appropriate representa- 
tives from the industrial sectors, will meet to review progress 
hereunder.  Should it be apparent that the offset objectives 
may not be reached before the expiration of the MOU, the DOD 
will augment industry efforts to reach that objective by 
offering to Swiss industry the opportunity to provide defense 
articles and services under competitive solicitation procedures 
and in accordance with paragraph 5. 

4. (A)  In order to achieve the goal the DOD, contingent on 
the sale of the above quantities of aircraft to the Government 
of the Swiss Confederation, agrees to use its best efforts to 
have Northrop, General Electric, and other companies associated 

5-160 



with the F-5E and F aircraft program provide Swiss industry 
with the opportunity to compete, on an equal basis with U.S. 
industry and other sources for sub-contracts.  In addition, the 
DOD will encourage the prime contractors (Northrop and GE) 
to implement their plans for expansion of Swiss products in 
the U.S. and third-country markets. 

(B)  Swiss items purchased by U.S. sources (including 
municipalities) and Swiss items purchased by third-country 
sources as a result of the efforts of Northrop, GE and other 
U.S. contractors associated with the F-5 program will be re- 
cognized in any computation of offset amounts.  The primary 
test will be a mutual accord as to whether or not a given sale 
occurred as a result of efforts arising from this offset agree- 
ment.  To facilitate these computations the DOD will look 
primarily to the contractor to keep records adequate for this 
purpose. 

5. The DOD agrees that in seeking to attain this goal, it 
will: 

(A) Provide for waiver of the cost of import duties in 
evaluating defense prime contracts and sub-contract solicita- 
tions from Swiss industry and for the necessary duty-free 
entry certificates and related documentation. 

(B) Emphasize that in inviting submission of selected 
tenders, special consideration should be given to those items 
for which Swiss industry can bid on a competitive basis. 

(C) Use its best efforts to have technical data required 
for production provided to Swiss contractors on a reasonable 
cost basis. 

(D) Facilitate the necessary export licenses required for 
the provision of bid package and related technical data to 
accomplish the above. 

(E) Provide for waiver to the extent permitted under 
"Buy National" legislation and regulations. 

6. The FMD and its organizations will use their good offices 
and authority to achieve the established procurement objectives. 
This will include, in addition to the purchase of the F-5 
aircraft, the following: 

(A) Direction to Swiss industry on steps to be taken by 
Swiss industrial firms to make known their capabilities and 

B 
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products which might qualify for competitive procurement by 
U.S. industry and, to the extent necessary, by the DOD; 

(B) Advice to Swiss industry on the necessary steps they 
must take to coordinate their efforts in responding to U.S. 
offers; 

(C) Assistance to Swiss industry in meeting handling re- 
quirements for classified U.S. information. 

7. The FMD and the DOD will appoint project officers to moni- 
tor progress toward the objective of this MOU. These project 
officers will meet periodically, but not less than annually, 
to review the progress of this understanding and recommend 
such action as may appear necessary to carry out its objective. 

8. At the end of every two years, representatives of the 
parties hereto with appropriate representatives from the in- 
dustrial sectors will meet to review progress under this MOU. 

9. This Memorandum of Understanding is effective on the 
date on which it is signed, and shall remain in effect for 
eight years, subject to the respective laws of the Government 
of the Swiss Confederation and the Government of the United 
States. 

Tz—^y**** ^ AJM^^AS 
The Secretary of Defense The Chief of the Federal 
of the United States of America     Military Department of the 

Swiss Confederation 

-   2  July 1975  9 Tulv 197S  
(Date) (Datij 
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"OOUNTING PROCEDURES" 

US-SWISS OFFSET ARRANGEMEKT 

Introduction 

The US/Swiss F-5 Offset Arrangement dated 9 July 1975 needs definitive 
guidelines on the counting of items and monetary amounts against the Offset 
goal. 

The guiding principles are taken from paragraph 4(b) of the Memorandum 
of Understanding, namely,, that "Swiss items purchased by U.S. sources 
(including municipalities) and Swiss items purchased by third country sources 
as a result of the efforts of Northrop, GE and other U.S. contractors 
associated with the F-5 program will be recognized in any computation of 
offset amounts." 

Principles 

In order to make the above guiding principle more concrete and to eliminate 
as much as possible areas of ambiguity and potential dispute the following 
specific points are made: 

1. To be counted an item must be made in Switzerland or by a firm nut 
resident in Switzerland but utilizing a significant percentage of Swiss 
components (in this latter instance the actual cost of the Swiss componentry 
will count). License/royalty fees paid by U.S. licensees to Swiss licensors 
for items procured under this arrangement will count. The term "item" includes 
construction and technical services (e.g. - engineering services). 

2. To be counted the purchase must be a result of efforts in accordance with, 
and in furtherance of, the MDU. In addition to sales to U.S. firms or the 
U.S. Government, if, as a result of efforts described above, a sale is made 
to a State or any U.S. governmental entity, it will count toward the Offset 
goal. 

3. Where, through the efforts described in 2 above, a purchase is made of 
a Swiss item (as defined in 1 above) by a third-country government or company 
it shall count toward the Offset goal. 

4. Any purchases within the following three categories will be counted if 
so noted in the purchase order. In all other cases the primary test of 
counting will be mutual accord as to whether br not a given sale occurred 
as a result of efforts arising from the Memorandum of Understanding. 

A. The item is produced by the Swiss aircraft industry or by any industr 
providing items related to aircraft, including maintenance, research, and 
development; 

B. The item is produced by the Swiss metal-working, mechanical, electric 
machinery, apparatus, instrument, electronics, transportation equipment 
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industry, including technical maintenance, research and development. 

C. The item falls within a specific project or case concurred in by 
the GRD and the USG. 

5. Where a claim is made by any of the entities set out in 2 above that a 
certain purchase is to count, under the rules prescribed in paragraphs 2, 3 
and 4 above, it will count in the absence of clear evidence that it was not 
made as a result of efforts described in 2 above. 

Reporting 

Reports will be prepared by each side annually unless otherwise agreed. 
These reports will include specific items purchased as a result of the MOU, 
indicating the names of the purchaser and the seller and the date of their 
contracting. This information will be exchanged between the DOD and the 
GRD. The presumption will be that the DOD report stands as a mutually agreed 
record between the two governments unless the GRD provides clear evidence 
that the purchase was not made in accordance with the principles stated 
herein. The GRD will have the right to audit such reports for a period of 
90 days following receipt thereof. 

The first DOD report will be provided the GRD on or before 31 July 1976. 
(This report will record data through June 30th). 

For the Department of Defense        For the Federal Military Department of 
United States of America The Swiss Confederation 

Date Date 
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RESEARCH AND 
ENGINEERING 

OFFICE OF THE UNDER SECRETARY OF DEFENSE 
WASHINGTON. D.C. 20301 

15 FEB ti78 

MEMORANDUM FOR THE ASSISTANT SECRETARIES OF THE MILITARY DEPARTMENTS 
THE DIRECTOR, DEFENSE LOGISTICS AGENCY 

SUBJECT: List of Items Excluded from Procurement Consideration Under 
MOUs for Reciprocal Procurement 

Based on our previous memorandum of 26 April 1977, forwarded herewith 
(attachment) Is revised list.  Future revisions of this list will be 
made on an annual basis. 

FLOYD H. TROGDON 
Acting Deputy Under Secretary 
(Acquisition Policy) 

Attachment 
a/s 
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PoD LIST OF RESTRICTED DEFENSE ITEMS UNDER MDU 
FOR RECIPROCAL DEFENSE PROCUREMENT 

Section I - Items Procured Puriuant to ASPR 3»216 

Fuzes. Safe end Ann Pevtces. and Similar Itea» 

KR-13 Safe and Arm Device 
HK-13 Triggering Device 
KK-17 Safe and Arm Device 
MK-33 Safe and Arm Device 
HK-330 Fuze 
MK-334 Fure 
MK-404 Fuze 
MK-407 Fuze 
FMU-109 Fuze 

Missiles and Missile Components 

AIM-7F Sparrow Missile 
Guidance and Controls Section 
MK-58 Rocket Motors 
MK-71 Warhead Metal Parts 

AIM-9L Sidewinder Missile 
Guidance and Control Section 
MK-36 Rocket Motors 
DSU-15 Target Detector 
AN/WDU-17 Warhead 

Trident I (C-4) Missile System 
Guidance and Control System 
MK-5 Electronic Assemblies (EA) 
MK-5 Inertlal Measurement Unit Electronics (IMUE) 
Backflt of Poseidon (C-3) SSBNs 

Flares 

MK-A6 Flares, Infrared Decoy 

Sonobuoys and Components 

AN/SSQ-36 
AN/SSQ-41B 
AN/SSQ-47B 
AN/SSQ-53A 
AN/SSQ-57A 
AN/SSQ-62 

miltary Seallft Cargo 

Ocean Transportation and Services 

5-166 



Air force 

MAC Coonercial Airlift 
GAU-8/A «nd 30Bn ABDO 

Defense Loglgtlo Agency 

Textile! - Worsted 

Army 

L.A.P., Manufacturing & testing of projectiles (5.56nra through 8 inch), 
nines, dispensers, sockets, pyrotechnic devices, grenades, demolition 
charges, small arms ammunition and components, fuzes end components 
containing mech. timing devices 

TOW Missile and Launcher 
2.75 Rocket Items 

LAP Motor Igniter 
Fin & Nozzle Assy     Motor Tube 
Stabilizer Rod        Seal Rings 
Felt Washer Disc Charge Support 
Ring Charge Support    Spacer Charge Support 
0 Ring Lockwlre 
Metal Spacer Launcher 
Intervelometer        Fin Blades 

Projectile Metal Parts for Cartridge 105mm (Beehive) 
Projectile M406, M107 - 155naa 
Projectile M509 - 8" 
155mm Cannlster, XM625, XM626: 
Projectile Metal Parts for Cartridge 90inn 

Cartridge Case M118, M14BA 
Fuze Time M84A1 
Fuze Grenade M213, M219E1, M42/M46 
Fuze Bomb Nose M904E3, M19 
Fuze Rocket M423, M565, M564 
Fuze M494/M571 
Read Assy M525 Fuze 
Casing Burster Warhead, MI56 
Fin Assy M158, M170 
Adapter Booster - M147, M148 
Body Assy and Base Plug, M404 
Bomb, M117A1E1 
Launcher Rocket 2AU 68A/A 
Warhead Flechets WDU 4A/A 
M18 Mine Program 

Blasting Cap, Firing Device, Metal Parts, Test Sets 
Laser Range Finder WG-2 and XM21 for Solid State Balletic Computer 

for M60 Series Tank 
Limited Light Sight 
MX-9644 Image Intensificr Tube 25m 
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MX-VSAS Image Xntcnilfltr Tube (lit jeneration) 
MX-85C1 luage Intent If Ur Tube tUt generation) 
BA-4386 Battery 
AN/PVS-A Night Vision Slghta 
AN/PVS-5 Night Vlalon Gogglea 
AN/PVS-5A Night Vision Goggles 
AH/WS-.2 Viewer 
Ari/VSS-3 Searchlight 
Ccmnoa Module Program (thermal Imaging System) 
Tactical night vision systems • 
AN/TAS-4       AN/TAS-6 
AN/TAS-5       GLLD/TAS-4 

Maintenance of Idle portions of 21 00C0 facilities 
Consolidated Facilities Scranton AAP 

Section II Items Procured Pursuant to referenced ASPR requtreinent 

ASPR 1-2207.2 - Jewel Bearings & Related Items 
ASPR 1-2207.3 - Miniature & Instrument Ball Bearings 
ASPR 1-2207.4 - Precision Components for Mechanical Time Devices 
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DEPARTMENT OF THE ARMY 
OFFICE OF THE ASSISTANT SECRETARY 

WASHINGTON, O.C.   tOSIO 

SARDA 

SUBJECT: Procurement Information Letter (PIL) 79-1, Covernment-to- 
Governraent Agreements on Mutual Reciprocal Defense Procurement 
and Offset Arrangements 

SEE DISTRIBUTION 

1. This Procurement Information Letter (PIL) lists current Government- 
to-Government Agreements on Reciprocal Defense Procurement and Offset 
Arrangements, provides capsule summaries of each existing agreement, 
transmits copies of unclassified agreements and Department of Defense 
Implementing instructions and provides guidance to Army activities con- 
cerning evaluation of offers originating In signatory countries. 

2. The United States has entered Into reciprocal defense procurement 
and offset procurement agreements with allied or friendly governments in 
connection with, or as a result of purchases of defense equipment by 
these countries from the United States and its contractors, or to re- 
dress Inequitable defense trade balances.  Implementation of these 
agreements is covered generally In DAR 6-1310, which Includes a require- 
ment for a Notice of Potential Foreign Source Participation clause In 
acquisition solicitations to which these apply. 

3. The objectives of these agreements are to commit the United States 
to acquire supplies or services from the foreign signatory country 
either to a specific dollar amount, to a percentage of the value of any 
related US foreign military sale, or, to the maximum extent possible. 
In seeking these objectives, the agreements generally provide for Issuance 
of duty-free certificates and either permit or grant waivers of Buy 
National regulatory or legislative restrictions to the extent permitted 
by law.. 

A.  General legislative support of these objectives with regard to NATO 
Allies Is found in Section 802 of the DOD Appropriations Authorization 
Act, 1977, which expresses the congressional policy in favor of NATO 
standardization and interoperability of equipment used by NATO forces. 
Section 802 also authorizes the Secretary of Defense, whenever he deter- 
mines that it Is necessary to carry out this policy, to waive Buy American 
restrictions in the public interest. In addition, DAR 6-303(xi) pro- 
vides that Appropriation Act restrictions regarding specialty aetals do 
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SUBJECT: Procurement Information Letter (PIL) 79-1, Covernment-to- 
Government Agreement! on Mutual Reciprocal Defense Procurement 
and Offset Arrangements 

not apply to purchases which are necessary to comply with certain offset 
agreements with foreign governments or where such procurement Is necessary 
In furtherance of the standardization and Interoperability of equipment 
requirements with NATO. 

5. At present, bilateral government-to-government reciprocal defense 
procurement or offset agreements exist with Canada, United Kingdom, 
Norway, Australia, Switzerland and France and an agreement exists with a 
consortium of F-16 aircraft co-producers Including Belgium, Denmark, the 
Netherlands and Norway. Bilateral agreements with Belgium, Italy and 
Germany have not yet been implemented, 

a. Canada. The US and Canada have agreed to seek expanded defense 
economic cooperation. In implementation of a Letter of Agreement dated 
27 July 1956, since amended, and a Memorandum of Understanding dated 
21 Nov 1963, as published in DAR 6-506 and DAR 6-507, offers of desig- 
nated Canadian defense end products will be evaluated on the same basis 
as domestic end products, and certain non-designated Canadian end products 
will be evaluated without regard to Buy American Act differentials. See 
DAR Section 6, Parts 1, 5 and 6 and Inclosure 1. 

b. United Kingdom. The US and UK have agreed to seek an equitable 
long term balance of defense trade. In implementation of a Memorandum 
of Understanding dated 24 Sep 1975, the Secretary of Defense Issued a 
blanket waiver of the Buy American Act covering all items of UK produced 
or manufactured defense equipment other than those Items excluded from 
the MOU, on 24 Nov 1976, and also detailed implementation instructions, 
since revised on 16 May 1977 which provide that UK sources are to be 
provided every opportunity to compete on a fair and equal basis with US 
sources for both research and development and production contracts, 
consistent with National Disclosure Policy, US laws or regulatory 
restrictions and US defense mobilization base requirements and subject 
to US industrial security requirements. See Inclosure 2. 

c. Norway. The US and Norway have agreed to extend reciprocal 
acquisition commitments first entered into on 27 Feb 1968 which seek an 
equitable long term balance of defense trade. In Implementation of a 
Memorandum of Understanding dated 19 May 1978, the Secretary of Defense 
Issued a blanket waiver of the Buy American Act covering all Items of 
Norwegian produced or manufactured defense equipment other than those 
Items excluded from the MOU and also detailed Instructions on 21 Oct 
1978 which provide that Norwegian sources are to be provided every 
opportunity to compete on a fair and equal basis with US aources for 
both research and development and production contracts, consistent with 
National Disclosure Policy, US laws or regulatory restrictions and US 
defense mobilization base requirements and subject to US industrial 
security requirements. See Inclosure 3, 
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and Offset Arrangements 

d. France. The US and France have reached agreement on defense 
trade and technology transfer objectives. The Memorandum of Understanding, 
dated 22 May 1978, is classified Confidential and can be obtained on 
request to this office. 

e. Australia. The US has committed itself to a combined US industry 
and DOD offset acquisition objective of 25 percent of the value of major 
(over $500,000) Australian foreign military sales purchases from the US, 
per discussions conducted and documented on 10 Apr 1973. US firms bene- 
fiting substantially from Australian foreign military sales orders are 
responsible for initial and primary offset implementation. DOD has 
agreed to guarantee shortfalls first by offering government furnished 
equipment bid opportunities, then by selecting other defense equipment 
and supply solicitations for which Australian sources can compete. 
Waiver of Buy National restrictions will be considered on a case-by-case 
basis.  See Inclosure A. 

f. Switzerland. The US has committed itself to a combined US 
industry and DOD offset acquisition objective of at least 30 percent of 
the value of a Swiss foreign military sales order of US F-5E and F-5F 
aircraft, per a Memorandum of Understanding dated 9 July 1975. US firms 
benefiting from the sale were responsible for meeting offset objectives 
during the first two years of the agreement, however, in view of slow 
progress, DOD is augmenting industry efforts per the MOU, which also 
provides for waiver of Buy National restrictions on a case-by-case 
basis.  See Inclosure 5. 

8« European Participating Governments (EPG) (The Governments of 
Belgium. Denmark, the Netherlands and Norway). The US has committed it- 
self to a combined US industry and DOD offset acquisition based on USG 
and EPG purchases of F-16 aircraft which will achieve a minimum offset 
level of a percentage of the value of an EPG foreign military sales 
order of a specified number of F-16 aircraft, per a Memorandum of Under- 
standing dated 10 Jun 1975. The actual offset goal varies according to 
the number of aircraft purchased and their ultimate use, and is to be 
■et principally through co-production. Where difficulty is encountered 
in meeting offset goals, DOD is obligated to provide offset opportunities 
in designated technological areas, which may involve Army requirements. 
The US-EPG MOU is marked For Official Use Only and can be obtained on 
request to this office. 
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6. In implementation of these Memoranda of Understanding, the Office of 
the.Secretary of Defense has established that contractors and potential 
contractors in countries with whom DOD has unions will be provided 
access to all solicitation related activities such as conferences, 
symposia and briefings, subject to the provisions of National Disclosure 
by DOD 5200.1-R, AR 380-11, AR 380-10 and AR 380-25. Decisions to deny 
foreign sources access to information required for participation in US 
acquisition actions under the MOU will not be made below the level of 
the Under Secretary of the Army. Recommendations to deny such access 
will be forwarded through security channels to HQDA, ATTN:  DAMI-CIS for 
submission to the Under Secretary of the Army for decision.  See Inclosures 
6 and 7. 

7. Offset acquisitions will normally be competitive.  Items acquired 
must fully satisfy DOD requirements as to performance, quality and 
delivery and shall cost DOD no more than would comparable items of US or 
other manufacture which are eligible for award. 

8. The agreements described here, while they afford certain foreign 
suppliers the opportunity to compete equally with US suppliers, do not 
waive other statutory and departmental constraints such as the DOD 
Appropriations Act restrictions on acquisition of food, clothing, cotton, 
wool, woven silk, or synthetic fabric; and the DOD industrial preparedness 
planning requirements to acquire domestic jeweled bearings, ball bearings 
and precision components of time devices.  Attached at Inclosure 8 is a 
listing of other items not eligible for reciprocal defense acquisition. 

9. Offers of eligible defense articles or services from sources in 
countries with which the US has a reciprocal defense procurement and 
offset arrangement and for which a blanket waiver of the Buy American 
Act has been granted, should be evaluated without regard to Buy American 
Act or International Balance of Payments factors and awards may be made, 
if warranted, without reference to this headquarters. All other offers 
from sources in countries with which the US has a reciprocal defense 
procurement and offset arrangement should also be evaluated without 
regard to BAA or IBOP factors, however, no award shall be made without 
applicable Determination and Findings or waivers as nay be necessary 
under Section VI of DAR. 

10. Request widest dissemination of this PIL, to include prime contractors. 
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8UUECT:  Procurement Information Utter (PIL) 79-1, Covemnent-to- 
Corernitnt Agreement* on Mutual Reciprocal Defense Procurement 
and Offset Arrangements 

11.. Queetione regarding offera from sources In foreign countries with 
which the US has entered Into offset procurement agreements should be 
addressed to HQDA, ATTlf:  SARDA, Washington, DC 20310, telephone: Commercial 
(202) 695-0851, Autovon 225-0851. 

FOR THE ASSISTANT SECRETARY Of  THE ARMY (RDA): 

Sally (Kements 
8 Incl Sally 

*s Deputy for Materiel 
Acquisition 

■ 
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I am submitting this report in accordance with 
the Nunn Amendment,  Section 302(c) of Public 
Law 93-365, as amended by the Culver-Nunn 
Amendment, Section Sl^t of Public Law 9^-106, 
which was, in turn, amended by Section 802, 
Public Law 9^-361, l^ July 1976. 

In my view it represents encouraging progress 
in the necessarily long-term effort to comply 
with the mandate of the Congress.  Much that 
the DOD has initiated in response to that man- 
date is finally coming to fruition. 

Appendix C provides a report on the initiation 
of procurement actions on new major systems not 
standard or, interoperable with equipment of other 
members of NATO as required by the Culver-Nunn 
Amendment. 

Harold Brown 
Secretary of Defense 
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I.   INTRODUCTION AND OVERVIEW 

US a„H NATn
arUCU,arly P,eaSed t0 Submit this fifth ann^l report on 

US and NATO efforts to rationalize our collective defense posture because 
n.™?' ? rePresents more solid progress than in any previous 

year of NATO's history.  While there are many obstacles yet to be 

co^eTtn';^;^" COmP,eX -^^ We haVe —d a^ighly :ignificant 

AHI^S "nte
f
rp!ece of this year of accomplishment was agreement by 

aHAJO  Lone T   ^T  " ^ "*'   ]S78  Summit '" W"hington to undertake 
a NATO Long-Term Defense Program of more than 120 individual defense 
mprovement measures.  These call for cooperative Alliance prog ams in 
en v.tal funct.onal areas:  readiness, reinforcement, reserve m^bll za- 

"^ron^^rfa^^r6;-3",'6'6"56) CO'mand'   ™^^  comL^Mo s; 
nuclear forces     rat,0na,'zatlon/standardization; logistics; and theater 

attifnd' I*16 ^  betokens more than this- Jt signifies a major change in 
att.tude toward consensus that genuine Alliance cooperation is vital to 
the common defense. 

(U)  However  the LTDP will only live up to its promise if there is vigorous 
follow-through on the part of national authorities and at NATO and in ernat onal 
mil.tary headquarters.  Hence, we are working closely with them to r^ve 
forward in this regard.  NATO's follow-through machinery also 7s beZ 
strengthened for this purpose.  For example, high-level civil or military 
authont.es w.th.n NATO have been appointed program nK,nitors for each of 
the n,ne convent.onal program areas to keep track of progress and identify 
problem areas  The NATO Nuclear Planning Group is carrying on work in the 
tenth f.eld. Theater Nuclear Force Modernization. 

•   Pr°bab,y the second most significant cooperative achievement of 1978 
is the launch.ng of the NATO Airborne Early Warning and Control (AEWsC) 
Program   n December 1978 NATO Defense Ministers approved the acquisi ion 
?t !m  a"-?H

raft E-3A AEWSC force to be owned and operated by the Alliance. 
It w.ll prov.de the .mproved warning and tracking information for battle 
management so essential if NATO air defense forces are to defend effectively 
aga.nst the increasingly serious Warsaw Pact offensive air threat and especially 
the low-level attack threat. K^iany 

Agreement between the US and the FRG on the 120mm tank gun is perhaps 
our th.rd most .mportant accomplishment of 1978.  This should insure 
standard.zat.on of the next generation tank gun for most countries in the 
Alliance (France has already agreed on compatible ammunition). 
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Although NATO's efforts toward rationalization of its defense forces 
and greater Alliance cooperation continue to be inhibited by political, 
economic, and military obstacles within NATO countries, including our 
own, the results of the past year fully justify the renewed US effort 
related to NATO.  Some additional significant areas are briefly summarized 
below: 

1. Readiness.  Substantial progress has been made on 
LTDP measures, including improved capabilities to respond to alerts, 
progress toward increasing and modernizing antiarmor weapons for the mid 
and long term, and improved ammunition storage and handling facilities and 
procedures. 

2. Reinforcement.  A US brigade moved from southern Germany 
to Garlstedt as the lead element of wartime reinforcements for NORTHAG. 
In accordance with the LTDP, the FRG has provided sites for prepositioning 
equipment for the remainder of an additional heavy US division in the north, 
of which this brigade is the forward element. 

3. Interoperability of Communications.  During 1978, NATO 
achieved significant progress in developing the NATO integrated Communica- 
tions System (NICS).  This system, expected to be operational by the early 
1980s, is designed to meet the political and command and control requirements 
of high-level NATO civil and military authorities.  As part of the LTDP 
interoperability of tactical communications will be improved through a 
two-pronged approach:  early implementation of agreed interface devices and 
early ratification, and subsequent implementation, of standardization 
agreements.  In this connection, the US developed in 1978 and will install 
in 1979 NATO interface units for use between US and other national tactical 
switches.  In addition, bilateral effort? between the US and EUROCOM 
resulted in standardization agreements which when ratified will permit 
a high degree of interoperability between future digital tactical communications 
systems. 

k. Lines of Communication and Host Nation Support.  NATO's 
civil agencies and European nations are carrying out many measures to improve 
reception and onward movement of US reinforcements and supplies and to provide 
wartime civil and military assistance and resources to support Allied forces 
in the host nation's territory, thus reducing the need for early deployment 
of combat service support units with reinforcing combat forces.  Host nation 
support includes a wide range of reception facilities; transport (road, rail, 
barge, air and ship); gasoline, oil, and lubricants; recovery, repair and 
cross-servicing of materials; medical and engineering services; communication 
and security.  Bilateral negotiations between NATO nations are underway or 
have been concluded for wartime movements, collocated operating bases; 
maritime forward area ordnance support bases, safe havens for battle damaged 
ships, and depot maintenance of US equipment and other areas.  Most of these 
agreementG are for wartime use of Allied assets, largely from their civil 
economies.  However, it may become necessary for the US to assist in 

6-12 



financing any peacetime preparatory costs.  I regard host nation support 
as one of the most significant ways in which our Allies can facilitate 
the US contribution to the defense of Europe at very large cost savings 
to the US.  Therefore, I am continuing to give it high priority. 

5. War Reserve Stocks.  A major LTDP program is designed 
to increase NATO's war reserve stocks of ammunition, fuel, and equipment. 
In the ammunition area, nations have already made improvements in several 
key areas. 

6. NATO Infrastructure.  The commonly funded NATO Infra- 
structure Program continues to demonstrate Allied determination to provide 
for the common defense.  We are striving for NATO agreement on a five-year 
{]380-]38k)   program large enough to provide vital facilities to support 
our collective defense posture, meet key LTDP commitments, and absorb 
the construction backlog which has resulted from underfunding in the past. 
The US continues to get substantially more dollar return from this program 
than it contributes. 

.7  Interoperabi1i ty.  NATO has sharply accelerated its 
efforts to achieve interoperability of forces, weapons and equipment, though 
concrete results will take time.  The Aircraft Cross-Servicing Program 
progressed rapidly in 1978 with cross-servicing exercised 600 times, a 
common family of air-to-surface and air-to-air munitions identified, and 
nations actively pursuing programs to certify each other's weapons for use 
on NATO tactical aircraft, e.g., FRG has certified five of seven members 
of the common family of air-to-surface weapons on their F-^ aircraft. 
Land forces have already standardized fuel, and naval fuel standardization 
is well advanced.  NATO is progressing rapidly on plans to convert from 
F-^0 (JP-4) military jet aircraft fuel to F-34 (JP-8), a kerosene fuel 
which is logistically preferred for the European area.  Conversion is 
underway in the UK, where US aircraft first began using F-^k  fuel in 
August 1978, and should be completed by April 1979-  Standardization of 
rifle, artillery and tank gun ammunition is underway with emphasis on 
decreasing the variety of weapons with different calibers or other character- 
istics and on increasing interchangeabi1ity of ammunition of the same 
caliber.  The US has made bilateral arrangements with the UK, Canada and 
the FRG to exchange artillery and tank gun ammunition and conduct safety 
certification. 

8.   Cooperation in Research and Development and Procurement. 
Standardization and interoperability of NATO weapons and equipment obviously 
cannot solve all of NATO's defense problems, but I am convinced that our 
Allies share our belief that NATO myst achieve better use of resources 
available for defense by overcoming the waste and redundancy inherent in 
overlapping national armaments industries and by realizing the economic 
benefits of economies of scale as well as the military advantages of 
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interoperability of forces and equipment.  We have proposed within NATO 
a framework for cooperative development and production of armaments to 
implement the armaments proposal initiated by President Carter at the 
1977 London Summit.  It is based on three cooperative initiatives 
establishing:  (1) general procurement memorandums of understanding with 
all NATO countries in order to improve cooperation between the US and the 
defense industries of our allies; (2) dual production runs on develop- 
ments already or nearly completed so that the best developments can be 
used by all; and (3) family of weapons agreements for sharing new develop- 
ment programs.  In addition the Conference of National Armaments Directors 
(CNAD) has accepted a proposed overall framework for a NATO periodic 
armaments planning and management process. 

9.  Alliance Training Programs.  Joint or multinational 
training, generally under the auspices of the Euro NATO Training (ENT) 
Group, expanded notably in 1978.  The ENT Basic Helicopter Pilot Program 
at Fort Rucker, Alabama has graduated 92 German, three Danish, 11 Norwegian 
and 11 Dutch pilots.  All Euro NATO nations are participating in a Long- 
Range Reconnaissance Patrol School which held its first course in Germany 
in 1978.  In 1978 the newly-formed NATO Engineer School at the FRG Engineer 
School in Munich held its first course in minefield/barrier techniques. 
The UK, FRG and US are conducting courses in LANCE maintenance, fire 
control and ammunition for five NATO countries.  Joint instructor and 
maintenance training courses have been proposed for both the FH 70 towed 
155mm gun scheduled for fielding in 1979 and the SP 70 self-propelled 
version planned for fielding in the mid-1980s.  In July 1979 the UK will 
start a NATO communications course to better prepare officers for communica- 
tions positions on NATO command and headquarters staffs.  Joint Air Force 
training includes plans for a NATO Air-Ground Operations School to train 
300 students per year; a NATO course at Furstenfeldbruck, Germany to train 
80 flight safety officers per year in flying safety techniques and procedures; 
a series of one-week UK courses for flight supervisors; and US Air Force 
exercises with Allies in dissimilar air combat tactics and air-to-air 
combat using air combat maneuvering instrumentation systems.  An important 
project nearing fruition is EW tactics training for NATO aircrews using 
multiple ground sites in Central Europe.  In 1978, the Euro NATO nations 
approved initiation of a joint jet pilot training project at a US facility 
using a NATO syllabus and a NATO faculty.  Student load is estimated to 
be initially 320 annual graduates (110 US) and eventually as many as 7^0 
graduates per year. 

10.  Common Military Doctrine.  The Allied Tactical Publica- 
tion on NATO Land Force Tactical Doctrine has been issued to units in the 
field as a modernized doctrinal foundation for all succeeding NATO land 
forces' doctrine and procedures manuals.  During 1978 the US and FRG Armies 

6-14 



agreed in principle on two more concept papers (Night Operations and 
NBC Defense) to add to the seven previously agreed.  They also agreed 
in principle on an interoperability concept for operational cooperation 
in the areas of personnel, operational command, a liaison system, logistics 
assistance and exercises.  US Army bilateral staff talks with the UK Army 
also are underway.  NATO also produced or rewrote three naval warfare 
tactical doctrine publications in 1978:  mine countermeasures, amphibious 
embarkation and doctrine/tactical instructions.  Six new NATO Standardization 
Agreements related to doctrine were ratified and ten were revised.  The NATO 
Allies are participating in development of a series of standard concepts such 
as maritime operations, air defense, AEW&C, and maritime mining.  In addition 
nations reviewed Allied Tactical Publications on NATO Tactical Air Doctrine 
and Offensive Air Support Operations.  The latter will be broadened in 
scope to include such operations as defense suppression.  A new publication 
on "Counter Air Operations" is being circulated for national comment, 
with ratification expected in 1980. 

Obviously, the above examples of key rationalization, standardization 
and interoperability (R/S/l) efforts do not include all of the actions being 
taken by the United States, our Allies and NATO committees and agencies in 
armaments cooperation and in the R/S/l activities previously under way. 
The rest of this report provides more complete coverage of these efforts. 

Realignment of the Department of Defense organization to improve 
our focus on NATO and to assist in the development of the LTDP, which I 
reported last year, has proven workable.  I have made further adjustments 
as we have progressed from the "study" to the "implementation" stage, but 
1 am pleased to report that there have been no new DoD staff increases 
related to NATO activities. 

Congressional Support.  S.ince we are vigorously carrying out the man- 
date of Congress, we hope that Congress in turn will help in the process by 
further legislation.  We appreciate the support that Congress has already 
provided for our NATO rationalization/standardization efforts.  Our work 
within DoD and NATO this past year to enhance standardization of weapons 
systems and military equipment has been bulwarked by the Congressional 
affirmation in the FY 77 Defense Appropriation Act that it is US policy 
for equipment procured by the US for use in NATO to be standardized or at 
least interoperable with that of our Allies.  Similarly our efforts in 
arms cooperation within NATO have been anchored by the sense of Congress 
in the same legislation that progress toward realization of standardization/ 
interoperability objectives would be enhanced by expanded inter-Allied 
procurement of arms and equipment within NATO and that expanded inter- 
Allied procurement would be facilitated by greater reliance on licensing 
and coproduction.  We also welcome renewal by Congress of relief from 
provisions against the use of foreign specialty metals and chemical warfare 
protective clothing. 
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The importance which the US places on NATO R/S/l has been emphasized 
bot' .o the US public and our Allies by related Congressional activities 
such as the s^nes of hearings held by the Daniel Special Subcommittee 
for NATO Standardization, Interoperability and Readiness of the House 
Armed Services Committee, at which I and many other DoD officials testified. 

However, I seek the support of Congress for changes in other laws or 
proposed new legislation to remove further impediments to 6r provide the 
necessary authority for cooperative efforts to achieve NATO rationalization/ 
standardization.  As discussed in later sections of this report in more 
detail, we seek legislative remedies in the following cases: 

1 ,  Bilateral Agreements for Mutual Support (pp. ^3, A9, and 66). 
To enhance troop readiness and effective employment of forces, 
we need authority to facilitate mutual logistics support between 
US forces deployed overseas and Allied host nations through uni- 
form NATO procedures and forms in lieu of commercial procedures. 
We are requesting such authority in DoD legislative proposal 36-k, 
which specifically excludes major end-item procurement. 

2, Infrastructure (p. S3)-     Congressional support is needed for 
a substantially increased NATO Infrastructure Program for the 
next five-year (CY 1980-1984) period to provide vital facili- 
ties to support our collective defense posture, meet key LTDP com- 
mitments, and absorb the construction backlog which has resulted 
from past underfunding.  We also seek your support for continued 
prefinancing of limited military construction where we are unable 
to gain NATO funding for all projects as quickly as needed and 
for US funding of either those projects not eligible for Infra- 
structure funding or when such funding would end up costing the 
US more than we would gain. 

3. Chemical   Warfare  Protective  Clothing  and  Specialty  Metals 
Restrictions   (p.  65).     The DoD Appropriations Act of  1979 pro- 
vides   authority   to   waive   restrictions   on   the   purchase 
of   chemical    warfare   protective   clothing   and    items   con- 
taining   foreign  specialty  metals   for  only one  year.     We will   ask 
that   this  autority  be  extended. 

't-  Procurement from NATO Member Governments and NATO Organi- 
zations .(pp. ^ and 6^).  DOD Legislative Proposal 96-5 would 
allow agency heaas to waive certain clauses and restrictions 
required by US law to be included in contracts with NATO member 
governments and NATO agencies when their procurement regulations 
are adequate to protect US interests. 

5-  Joint Training Costs (pA 96)..  The legislation which author- 
ized the US to ratify NATO Standardization Agreement 6002 governing 
costs to be charged by one NATO country for training personnel 
of an Ally stipulated that the US should charge all direct costs, 
thus requiring a US reservation on the incremental costing principle 
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in the STANAG to which the other countries (except the UK) 
subscribe.  Legislation may be required to enable us to lift the 
reservation.  In a related matter, we decided, after consultation 
with Congressional staffs, to exempt the dedicated program for 
training FRG jet pilots from STANAG 6002.  At high levels the 
FRG has requested that the US cost this program under STANAG 6002 
as other foreign military training programs are costed.  After 
further assessment of the implications, we may request Congressional 
support for this action. 

While all that I have described above represents solid progress, it 
is still far from adequate to meet collective defense needs.  Moreover, 
many of these programs and projects are still far from fruition.  All 
this takes time and the cooperation of all parts of national governments 
and all elements of each nation.  No one can promise quick results, but 
the US must take the lead within NATO as we are the largest partner and 
the Allies look to us for such leadership.  We will continue to press 
ahead and ask for the continuous support of Congress in this effort. 

■ 
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I I.  NATO LONG-TERM DEFENSE PROGRAM 

In histortc perspective the 1977 London Summit of NATO Heads of 
State and Government may turn out to be a watershed in NATO's development. 
There, President Carter's call for immediate attention to needed short- 
term improvements, development of a long-term planning program, and 
closer armaments cooperation set in train an unprecedented effort to re- 
vitalize the Alliance.  The results of the past year of positive action 
fully justify the renewed US effort related to NATO. 

The need to confront the alarming year-by-year growth in Warsaw Pact 
capabilities had long been recognized.  The Major NATO Commanders had 
already identified deficiencies and recommended solutions, but political 
attention was needed.  President Carter's strong statement, followed by 
his positive actions to strengthen the US commitment to NATO, proved to 
be the galvanizing ingredient.  Allied Heads of State and Government 
joined hJm in calling for action to offset the negative trends in the 
balance of conventional forces. 

Alliance-wide short-term initiatives in the areas of antiarmor, 
readiness/reinforcement and war reserve munitions were identified and have, 
in large part, been implemented in national defense plans, providing an 
immediate display of Alliance resolve to correct its deficiencies.  NATO's 
1978 fall review of national defense plans evaluated progress in meeting 
these short-term measures.  Only a few will not be achieved though others, 
particularly those related to ammunition procurement, will not be fulfilled 
until end-1979 or later. 

But the centerpiece of NATO activity during 1978 was the response to 
the President's call for Long-Term Defense Program (LTDP).  Ten high level 
international task forces made an in-depth analysis of Alliance problems 
in ten vital functional areas:  readiness; reinforcement; reserve mobi1ization; 
maritime posture; air defense; command, control, and communications; elec- 
tronic warfare, rationalization; logistics; and theater nuclear force 
modernization. 

The resulting Long-Term Defense Program, approved by NATO Heads of 
State and Government at the May 1978 Summit in Washington marks a signifi- 
cant milestone for NATO through its projection of Alliance defense plan- 
ning into a longer-term framework and its emphasis on cooperative efforts 
to strengthen Alliance defense through the 1980s.  The LTDP was developed 
as a means of coping with the challenge to Alliance security posed by the 
continuing momentum of the Warsaw Pact military build-up.  NATO's leaders 
recognized the need to finally address this imbalance between the conven- 
tional forces of the Warsaw Pact and the Alliance.  The LTDP is designed 
to meet this challenge.  It provides for force improvements in certain 
selected areas and for a far greater degree of Alliance cooperation, lead- 
ing to an increase in overall defensive capability from the 
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national resources already made available or planned for the Alliance. 
Further improvements are to be made to the readiness and combat capabilities 
of NATO's military forces and in the capability to reinfor'ce those forces. 
The program recommends a series of detailed actions to improve NATO 
capabilities in certain priority areas.  A hallmark of the Washington Summit 
was the call for "vigorous follow-through action" on the part of national 
authorities and at NATO and international military headquarters in the 
priority areas. 

The initial action taken within NATO was to allocate responsibility 
for each LTDP measure approved by Ministers to national and NATO civil 
and military authorities as "action bodies." A second step was the appoint- 
ment of "program monitors" designated by Secretary General Luns for each 
of the nine conventional functional areas.  These monitors are high-level 
civil and military officials within NATO who keep track of progress, identify 
problem areas, and provide periodic reports on their functional areas of 
responsibility.  The NATO Nuclear Planning Group is carrying on work in the 
tenth field. Theater Nuclear Force Modernization.  After assessing the 
normal evolution and changes in NATO operations and the requirements associ- 
ated with the LTDP, certain staff realignments have been approved, and 
modest staff increases in the NATO organization are under consideration by 
the North Atlantic Council.  The NATO Military Authorities have provided 
their initial assessment of staffing and organizational needs to meet 
increased work loads resulting form the Long-Term Defense Program. 

In December 1978 NATO Defense Ministers reviewed the 
initial steps taken to implement the LTDP, reaffirmed the importance of 
vigorous follow-through action, including the necessary organizational 
support, and recognized that this would call for continued efforts at 
both the national and international levels of the Alliance.  These efforts 
cover a number of areas, and much remains to be done.  We are, after all, 
looking some ten to fifteen years downstream.  Many of the approved pro- 
grams are conceptual and must be fleshed out by nations and NATO organi- 
zations into concrete, funded programs.  Most measures require further 
refinement or elaboration to facilitate implementation.  Some must be 
studied further before they can be approved and implemented. 

NATO needs to establish an LTDP baseline against which progress in 
implementation can be measured.  Without such a baseline, it will be dif- 
ficult to ensure coordinated action and to monitor implementation.  The 
action bodies responsible for implementing the LTDP measures must spell 
out in greater detail the implementation actions required, e.g., specific 
program definition to include quantities, milestone dates, costs, and set 
realistic time schedules for those actions; and track implementation and 
report progress.  Program monitors must be provided the information they 
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require to carry out their responsibl1ittes to measure and assess 
progress, to facilitate coordination of NATO and national LTDP efforts, 
and to assess priorities and identify problem areas, providing appro- 
priate recommendations for Ministerial decisions. 

We are working with our Allies to move forward together in this 
regard.  One of the bright spots in the LTDP process has been the growing 
sense of Alliance solidarity and pride in the efforts of each individual 
nation to revitalize and strengthen the Alliance.  The spirit of coopera- 
tion and interdependence among Allies is heartening and needs to be 
nurtured. We recognize that greater effort must go into the implementa- 
tion phase of LTDP.  We want to keep the momentum going.  The President 
has unleashed a powerful idea that has been readily accepted by the 
Alliance.  1 pledge my efforts towards maintaining this momentum. 

The following paragraphs list major LTDP measures and discuss the 
status of their implementation.  Sections III and IV cover, respectively, 
the Communications, Command and Control and Logistics LTDP programs.  The 
policy, long rang planning, procedural, and programmatic aspects of 
standardization and cooperative arms programs are discussed in Sections 
V and VI. 

READINESS 

Readiness Initiatives under the NATO Long-Term Defense Program (LTDP) 
are aimed at Increasing force responsiveness through a number of measures 
including Increased cooperation, especially higher levels of standardiza- 
tion and Interoperability, and more efficient use of available resources. 
The readiness portion of the LTDP is divided into 12 major Initiatives, 
with a separate group of minor measures (no-cost and low-cost items for 
the most part), Involving multinational actions in coordination with 
various NATO civilian and military agencies.  Some measures are still in 
a preliminary stage while others have developed to the point where progress 
can be measured. 

Increase In Antitank Guided Missile War Reserve Stocks and Develop- 
ment of Planning Factors for Densities and Consumption Rates.  Under this 
measure nations initially have agreed In principle to increase their anti- 
tank guided missile war reserve stocks to minimum levels based on existing 
national rates of consumption.  At a later date, nations will undertake to 
maintain/build their stocks in accordance with new NATO-wide standards 
developed by SACEUR. 
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Antiarmor Weapons Program.  This initiative calls for expanding and 
modernizing antiarmor capabilities in the mid term (1979-198^4) and 
continuing that effort into and through the long-term (1985-1990).  Nations 
have indicated their willingness to undertake actions in the mid term to 
implement the measure, but the specifics of implementation will depend 
upon national review of various alternative systems and/or modernizing old 
systems.  Determination of long-term requirements must await decisions 
on mid-term procurement. 

Defense Against Chemical Warfare.  This Initiative includes two 
major measures — one dealing with provision of standardized protective 
equipment and a second concerned with special protective equipment for 
aircrews.  All NATO nations have agreed to provide both individual and 
unit protective equipment, which meets NATO agreed standards, for all their 
forces.  Increased emphasis has been placed on acquisition of protective 
equipment. Integrated NBC defense training, and the organizational changes 
necessary to upgrade current capabilities. 

As with standardized protective equipment, nations hove agreed to 
procure special protective equipment for aircrews.  Significant progress 
has been made In this area by the US with large quantities of components 
delivered to United States Air Forces Europe units.  Initial training for 
all personnel has started and should be completed in 1979.  Meanwhile, 
the evaluation of a new respirator system is underway.  The Conference of 
National Armaments Directors Is reviewing this measure to determine whether 
additional equipment should be developed. 

Ammunition Loading Program.  The goal of this program is to improve 
and modernize ammunition storage and handling facilities and procedures. 
Individual measures Involve procurement of modern handling equipment, 
modernization of facilities, revised personnel manning for ammunition 
handling units, real estate procurement and construction of facilities, 
combat loading of selected units, and tests of procedures.  All nations 
have indicated their intention to implement this program. 

Air-to-Surface Munitions Purchasing Program.  This initiative involves 
achieving agreed stockage levels of air-to-surface munitions based on an 
Interoperable family of munitions.  Supreme Headquarters Allied Powers 
Europe (SHAPE) is In the process of establishing sortie and attrition rates 
for submission to nations for approval.  Upon establishment and acceptance 
of these rates an a Ir-to-surface purchasing program can be undertaken.  The 
draft revision to the stockpile planning guidance may be distributed to 
nations for comment by April 1979 and could be published by September 1979. 
Since the US typically stocks munitions in excess of Allied Command Europe 
guidance, no or relatively modest cost increases are expected for the 
United States, but large Increases may be anticipated for the Europeans. 

Recategorization of Forces. This Initiative in the Long-Term Defense 
Program proposed an increase in force commitment to NATO by recategorlzing 
certain member nation forces to permit earlier transfer of authority.  In 
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the vFew of NATO, increased force commitment, in the context of increased 
degree of readiness to respond or earlier transfer of authority to NATO 
rather than additional units for the total force, evidences positive 
political reaffirmation of national resolve to support the Alliance, 
signals to potential aggressors the strength and determination of member 
nations, provides more effective use of resources, and permits more 
effective employment planning by US and NATO commanders.  Recategori- 
zation measures are under continuing review by all nations. 

Pursuit of Current Cooperative Development of a Common Family of 
Antiarmor Weapons.  A cooperative review and development program for a 
common family of antiarmor weapons was endorsed by NATO Defense Ministers 
in May 197^, and implementing actions are currently underway within the 
Alliance. 

Protection of NATO Headquarters Against Chemical Warfare.  The US 
has notified NATO that it will provide its personnel in these headquarters 
with the minimum nuclear/biologica1/chemica1 (NBC) defense equipment required 
under NATO standards and also that NBC defense training for personnel will 
be upgraded.  The US has also recommended that al] international headquarters 
develop NBC defense plans, conduct training for command post personnel and 
NBC defense teams, conduct NBC'exercises in conjunction with major exercises, 
and organize and conduct NBC defense evaluations in headquarters.  Actions 
taken to consolidate, collocate, and increase the survivabi1ity of NATO and 
US headquarters are discussed in the NATO Command and Control portion of 
Section ill. Communications, Command and Control. 

Improvement of Reaction Time, 1st Netherlands Corps.  This measure, 
which does not involve direct US participation, calls for deployment to 
Germany of additional Netherlands forces.  Because of the significant costs 
involved, progress on this measure has been slow.  It has been under study 
by a high-level military working group in NATO since December 1977, and that 
group has made recommendations now being reviewed in various national capitals. 
In the interim, multilateral discussions continue. 

Cooperative Development of a New Family of Air-Delivered Weapons. 
Progress is being made in all aspects of this program with NATO study groups 
actively pursuing expansion of the family of weapons selected for interoperability. 
In the long term, the Conference of National Armaments Directors, the major 
NATO armaments body, has tasked a separate NATO Air Forces Armaments Group 
subgroup to report on as well as review systems that are being considered 
for \S8k  and later development. 

Improved Responses to the NATO Alert System.  This initiative includes 
some 15 different measures, all designed either to effect transfer of 
authority (to NATO from national command) earlier than is currently agreed 
or to provide the means by which earlier decisions may be rendered.  Many 
of the measures involve very sensitive questions of national sovereignty 
and deal with national political ideology and doctrine and are not, there- 
fore, susceptible to early and unanimous implementation.  In general, the 
United States has agreed to all the applicable measures, recognizing them 
as aids to more expeditious and efficient response to any threats.  Some 
of the other NATO partners, however, have not agreed to the measures or 
have provided qualified or limited agreement, and many of the alert measures 
remain under study in the various national capitals. 
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REINFORCEMENT 

Reinforcement proposals entail basically two programs.  The first is 
principally designed to accelerate the movement of significant 
fighting power to the forward areas in the critical early phase of a crisis 
or hostilities.  The second is primarily organizational in character and 
is expected to be largely completed in the short term.  In- general, the 
two programs are being developed satisfactorily.  However, the successful 
implementation of the Rapid Reinforcement Concept now requires the nations 
to take a number of steps some of which involve substantial cost and will 
require time to complete. 

A major item in the first program is the prepositioning of equipment 
for three additional United States heavy divisions in the Central Region 
of Europe.  Negotiations to identify the additional storage sites required 
are well under way.  The LTDP measure calls for NATO funding of these sites. 
It is expected that the unit equipment for the first division could be pre- 
positioned by September 1980 and for the other two divisions by September 
1982.  Meanwhile the United States has reconstituted most of the shortfalls 
in the equipment already prepositioned and has reduced the break-out and marry-up 
times for prepositioned equipment. 

Another major item in the first program is the United States initiative 
to modify long-range wide-body civil passenger aircraft to carry military 
cargo.  This proposed modification will be accomplished on new aircraft 
on the production line.  Funds have been planned for 65 aircraft in the 
fiscal years 1979 to 1984, inclusive.  The provision of 23 Canadian and 
European aircraft with similar capability is under active study by the 
NATO Civil Aviation Planning Committee. 

Additionally, Norway has earmarked modern multipurpose ships for 
the movement of the Canadian Air/Sea Transportable Combat Group, thus 
reducing deployment time-  These ships will be replaced in 2 to 3 years 
by new modern rol1-on/rol1-off vessels, further reducing deployment time. 
Norway has also purchased and prepositioned significant stocks of military 
equipment for use by Norwegian forces.  This action has materially reduced 
reinforcement reaction time and therefore improved Norway's defensive 
posture.  The United Kingdom has identified a number of merchant ships 
suitable for employment with the UK/Netherlands Marine Force.  The need 
for any modifications to these vessels is under study. 

The second program involves Allied planning to identify suitable 
merchant ships and civil aircraft and to resolve the technical and legal 
problems involved in making them available for reinforcement purposes. 
NATO has identified necessary ships; and arrangements and procedures for 
provision and employment have been discussed.  During 1977 NATO endorsed a 
Rapid Reinforcement Concept and directed the Civil Aviation Planning 
Committee (CAPC) to evaluate the availability of civil aircraft of NATO 
countries and the national arrangements made or to be made to ensure 
availability before full emergency powers are taken.  Most countries have 
completed initial plans, and the way is now open for them to take appropriate 
national measures to commit these vessels and aircraft. 
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Planning for the provision of civil aircraft for participation in 
reinforcement airlift is ongoing.  The basic requirement is to use all the 
long-range, cargo-carrying or cargo-capable aircraft belonqing to Canada 
and European member nations to augment the airlift capability currently 
available.  The problem in implementing this measure has been to work out 
the terms and conditions under which commitment of these aircraft could 
be undertaken by member countries.  In those cases where legal powers 
to take control of the ships and aircraft do not exist, member countries 
will need to acquire additional powers or to make stand-by connercial contracts. 

Initial civil feasibility studies have been completed for the reception 
and onward movement of reinforcements in central Europe.  Various problem 
areas have been identified, including the need to improve reception facilities. 

The coordinating arrangements to facilitate the flow of reinforcements 
in crisis and war involve a network of authorities, national and international, 
civ.1 and m.litary.  Planning Is being undertaken to bring the nuclei of 
some NATO Civil Wartime Agencies into operation early in the reinforcement 
period to participate in this network.  An initial meeting of all the 
authorises concerned has been held to construct a practical framework for 
the flow of information throughout the network. 

RESERVE MOBILIZATION 

The reserve mobilization program recognizes that national reservists 
and reserve units are indispensable components of NATO's forces providing 
a significant portion of the war-authorized strength of ground forces. 
The program further recognizes that, in view of the Warsaw Pact's capability 
to attack with little warning, the mobilization of reserves by NATO member 
nations must be quick and effective.  Moreover, the reserve forces must be 
adequately postured and sized to meet the requirements of the NATO strategy 
on the modern battlefield. 

With the importance of national reserve forces in mind, the Reserve 
Mobilization Task Force conducted an analysis of the responsiveness and 
capabilities of national reserve forces.  The effort concluded that NATO's 
ability to mobilize its reserves rapidly and in a coordinated manner needs 
to be improved.  In addition, the data supplied by nations have revealed 
a number of force related deficiencies.  Further, the study found that there 
are a number of uncommitted reservists who could be used to create additional 
reserve component formations. 

These conclusions led to the identification and subsequent approval of 
a number of remedial measures which emphasize ground force units and individuals. 
They can be grouped into three broad categories of national action: 

(1) To coordinate and synchronize, as far as possible, national 
policies with the NATO alert system to insure that NATO-allocated reservists 
and reserve units will be available when required. 

(2) To bring national reserve forces up to NATO standards. 

(3) To make plans, in the case of certain European Allies, 
for the provision of extra units from uncommitted reserve manpower. 
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Coordination and Synchronization Measures.  Certain nations have 
been requested to upgrade the availability of some of their reserve 
formations.  Reports indicate that in some cases plans are already underway 
to accomplish this project, while in other instances the effort is being 
further studied and refined. 

Nations are to devise plans to bring up to war-authorized strength 
those ships which may be called upon to implement NATO contingency plans 
before the declaration of any mobilization measures of the Alert System. 
National plans generally exist to satisfy this requirement. 

NATO nations are asked to upgrade the responsiveness of reserve 
forces by agreeing to automatically implement or to provide closer links 
between their mobilization measures and the NATO Formal Alert System. 
The measure is now under study by the nations.  Concurrently, SACEUR will 
seek to improve responses, in general, to the Formal Alert System. 

Nations are to seek ways to coordinate national policies and plans 
with the NATO Alert System to insure availability of reservists when 
required.  The measure includes plans and procedures to expeditiously 
call and move reservists and units.  The nations concerned are studying 
the measure to determine what steps must be taken to meet the degree of 
responsiveness required. 

Measures for Meeting NATO Standards.  Within this category, nations 
are to upgrade the posture of their reserve forces primarily in the areas 
of personnel and training. 

In the area of personnel, certain nations are to eliminate the numerical 
deficiencies in their naval reserve forces.  They have reported that either 
corrective programming has been accomplished, or that studies have been 
initiated to determine the remedial actions required. 

In the area of training, the emphasis is upon nations to upgrade the 
frequency and duration of training for individuals and units.  The objective 
is to achieve a responsiveness posture commensurate with the criteria of the 
assigned availability category.  National reports do not yet clearly indicate 
the degree of compliance. 

Additional Reserve Units.  To achieve the goal of creating additional 
units from uncommitted reserve manpower, certain European Allies were asked 
to study the feasibility of adding battalion- and brigade-size mechanized 
forces to their reserve structures in the 1985-1990 time period.  For the 
most part nations report that studies are under way. 

MARITIME POSTURE 

The measures approved in the LTDP for improving NATO's maritime 
posture are directed principally to enhancing survivabi1ity and combat 
effectiveness in five selected functional areas.  Progress in these areas 
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is summarized below.  The maritime posture of the Alliance could be 
enhanced by increases in numbers of ships and maritime aircraft.  Specific 
remedies are being sought under normal NATO defense planning procedures. 

Maritime Command, Control and Communications.  These measures concern 
the fitting of Link II terminals into certain ships, the development of 
NATO common message language for tactical data links, the installation of 
secure voice and ECM-resistant communications, the fitting of satellite 
communications (SATCOM) in appropriate ships and the development of 
broadcast equipment for shore stations and suitable reception facilities 
in submarines. 

The Link II measure is extremely important since it is the accepted 
NATO standard for high frequency tactical data conmunicat ions.  The system 
has been implemented by the US, Italy, France, Canada and the FRG.  Some 
NATO nations are evaluating Link II concepts for their maritime patrol 
aircraft and their shipborne helicopters. 

Air Defense.  One measure calls for a program for point defense 
missile systems(PDMS).  Most nations have announced their Intention to 
implement this program either fully or partially.  The longer-term 
Improvement to PDMS for larger ships Is being developed by the NATO 
Conference of National Armaments Directors (CNAD) as Is the requirement 
to provide a limited self-defense capability for the number of smaller 
shrps.  Nations have generally agreed to Implement this measure. 

The accelerated PDMS program (short-term) Includes the continued 
installation of the NATO SEASPARROW Missile System (NSSMS) to Include 
the RIM-7M monopulse missile, the Target Acquisition System (TAS) and the 
Close-in Weapon System (CIWS).  In the long term, the US, FRG and Denmark 
ar! !Ve!°pln? the Ro,nng Alrframe Missile (RAM) to complement the RIM-7F 
and the CIWS in increasing firepower.  It should be operational In I98A 
The NATO Naval Armaments Group (NNAG) Is examining the requirement to 
replace the NATO SEASPARROW System along with other existing PDMS. 

Anti-Submarine Warfare (ASW).  The majority of nations are prepared to 
provide their ASW-capable ships with an effective medium-range sonar which 
will be effective against torpedo firing submarines.  For the mid-and long- 
term, the development of future lightweight torpedoes is being studied by 
the CNAD.  A European collaborative effort in the long term may also be 
expected. 

In the long tern there is the program for an advanced acoustic sonar 
system which CNAD has under discussion.  NATO has addressed this problem 
through the SACLANT ASW Research Center (SACLANTCEN), which has a long- 
standing program directed toward research in this area.  The item is under 
active discussion in the NNAG, where national as well as SACLANTCEN studies 
are being considered.  The UK has suggested that, as a first step, a CNAD 
study of a common operational need be undertaken. 
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Mine Warfare.  This program includes three measures for early 
implementation.  Two of them, those concerning existing minelaying/ 
mining capabilities and a production program for mine'countermeasure 
(MCM) systems, are well supported.  The MCM production program is 
designed to increase the quantity of MCM ships.  The US has several 
programs under development that run the gamut from new and improved 
systems to new MCM ships and improved airborne platforms.  A program for 
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studied. 
The recommendation to reopen the mine production lines is beinq 

Surface Warfare.  The LTDP calls for nations to give their ships an 
improved anti-surface ship missile capability, and all nations involved 
propose to do this in the mid term.  Another mid-term measure involves 
equipping additional aircraft with improved antisurface ship missiles (ASSM) 
So far only The Netherlands, Italy, Norway and the United States have 
announced their intention of carrying this out within the timescale concerned, 
The US will deploy HARPOON, a medium-range ASSM, aboard P-3 maritime patrol 
aircraft.  Deployment of the HARPOON ASSM is also scheduled for US carrier- 
based a 1rcraft. 

The long-term equipment programs involving advanced ASSMs and air- 
aunched ASSMs are being conducted under the aegis of CNAD.  A project group 
(PG 6), under the NATO Naval Armaments Hroup (NNAG), has been formed to 
develop an advanced ASSM. PG-16 has completed the Feasibility Phase 
The US is represented on PG-16 and continues to provide funding 

Maritime Concept of Operations.  The terms of reference for the Tri- 
MNC Concept of Maritime Operations have been prepared by the Military 
Committee. 

AIR DEFENSE 

NATO has begun activities to refine and implement the program to 
^rrnnv '! integrated air defense.  The Supreme Allied Commander Europe 
(SACEUR)  has formed an Air Defense Planning Group (ADPG) which is carrying 
out the detailed planning and refinement directed by Ministers.  The ADPG 
will develop a fully coordinated plan for the air defense of NATO 

6-27 



It also is expected to analyze the adequacy of all air defense proposals 
and, in the light of funding constraints, endeavor to determine the degree 
of military risks associated with them.  In addition to this work, it is- 
important to recognize the major improvement to NATO's air defense which 
will result from fielding the NATO Airborne Early Warning System comprised 
of AWACS and NIMROD.  Agencies of the NATO Conference of National Armaments 
Directors (CNAD) and nations are working many of the specific LTDP air 
defense recommendations.  The status of the major measures follows: 

Adoption of an Improved Identification Capability for All Nations and 
Agreement to Cooperative Development of a Long-Term Solution.  Positive and 
reliable identification of friends and foes (IFF) i s a capabi1i ty required 
by all tactical weapon systems, particularly those engaged in air defense. 
The NATO Alliance presently uses two identification systems which are 
interoperable but impose operational constraints.  The objective in the 
near term is to get all of NATO equipped with an improved capability over 
the present mixed environment.  It is recognized that there are other 
performance limitations to the near-term solution, and correcting these 
shortcomings requires intensive development and ultimately technology 
transfer. 

The United States is continuing to participate in the formulation of 
a NATO-wide architecture and development of a future identification system 
that will overcome shortcomings of the present IFF systems.  Excellent 
cooperation has been achieved at the NATO level over the past year, and a 
coordinated development program is being initiated to validate the critical 
parameters of the system and assess technical risk.  The cooperative activity 
is coordinated through a Working Group on IFF with information and work shared 
under the terms of memoranda of understanding.  The CNAD (Conference of 
National Armament Directors) Tri-Service Group on Communications and Electronic 
Equipment (TSGCEE) has begun work which is designed to lead to a project 
group for the future NATO identification system. 

Agreement on a Multifunctional Information Distribution System (MIDS). 
Within NATO, the CNAD TSGCEE has begun concept work for an interoperable 
ECM-resistant MIDS.  In the US, the Joint Tactical Information Distribution 
System (JTIDS) is a major joint Services development program using modern 
communications technology to provide jam-resistant, secure, integrated 
communications and other capabilities.  It could be a primary tactical data 
distribution system for passing critical real-time information to large 
numbers and types of force elements. 

The US has offered JTIDS to the NATO nations as a basis for both the NATO 
Airborne Early Warning (AEW) ECM-Resistant Communications System (ERCS) 
and the Multifunctional Information Distribution System (MIDS).  Based upon 
this offer, a Memorandum of Understanding with the United Kingdom has been 
signed.  The UK is evaluating JTIDS terminals for application in their NIMROD 
AEW, TORNADO, and ground installations. 

The NATO ERCS system definition has progressed sufficiently to confirm 
that JTIDS is compatible with existing ERCS requirements, and performance 
tests conducted during 1978 by the SHAPE Technical Center verified this for 
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all NATO nations.  The US is cooperating with its allies in definition activities 
for the MIDS, including a planned team approach in 1979 directed toward 
documenting initial system design requirements based upon a TDMA architecture. 
This area of cooperation with our allies is a key to achieving real-time 
effective interoperability among all NATO forces. 

Phased Improvement of an Integrated Air Command and Control System in 
Allied Command Europe.  The NATO Air Command and Control System (ACCS) program 
has been moving forward on a variety of fronts. The primary effort has been 
to develop the ACCS MOR (Military Operational Requirement), which is the overall 
concept definition and master plan for ACCS.  Approval by the NATO Military 
Committee is expected in the Spring of 1979. 

Meanwhile, the USAF is progressing with plans to implement a key element 
of the ACCS in its region of Europe (4ATAF area).  The current concept calls 
for US procurement of the German EIFEL/DISTEL air command and control system 
and installation of the system at ATOC (Air Tactical Operations Center) 
Sembach and remote equipment at its associated airbases.  In addition, 
installation of improved communications equipment is planned for this facility. 

The facilities modifications are required to upgrade the operations 
center at Sembach AF, Germany.  Expansion of this facility is needed to 
provide space for programmed communications-electronics equipment and to 
provide an adequate work area for battle staff personnel.  Automation of 
selected command and control functions is needed to provide a means for more 
responsive and effective employment of tactical air assets.  This automation 
effort (i.e., EIFEL/DISTEL) is being pursued in a cooperative venture with 
the German Air Force (GAF) within the framework of the Central Region Air 
Command and Control System.  A draft memorandum of understanding is being 
developed with the GAF to work toward an objective of installing EIFEL/DISTEL 
in Sembach.  US funding and implementation of EIFEL/DISTEL will be a major 
step toward full air standardization in the Central Region.  This common 
command and control equipment will accelerate the standardization of procedures 
and tactics and will enable national air forces to act as one coherent and 
unified force. 

Improvements to the Interface Between Land-Based Elements of the Air 
Defense System and NATO Maritime Elements Operating in Close Proximity. 
Two basic programs are being implemented to improve the interface.  The first 
is the development of a buffer system.  The second program will be directed 
toward rectifying deficiencies in procedures, plans, and operations to improve 
the land/maritime interface.  The requirement for a land/maritime air defense 
interface was established by NATO in 1970.  The project to develop such an 
interface was initiated in 1973-  This project is receiving impetus under 
the Long-Term Defense Program. 

Provision in the Mid To Long Term of Interceptor Aircraft Having 
Enhanced Capability and Operating Under NATO Command.  NATO nations are 
considering an Operational Concept which requires a dedicated all-weather 
interceptor aircraft force to provide area defense in depth during war and 
to ensure the integrity of Allied airspace in peace. For the effective 
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employment of this force, secure electronic countermeasures and communications 
systems will also be required.  This force is to be complemented by suitably 
designed and equipped tactical aircraft in their alternate fighter role to 
obtain or reestablish local air superiority. 

The US Air Force now has F-15 and F-^ aircraft in Europe as a dedicated, 
in-place interceptor force.  This force deployment is in consonance with 
NATO's requirement.  The US is planning the necessary development program 
to modify certain US aircraft to carry the Advanced Medium Range Air-to-Air 
Missile (AMRAAM).  While somewhat behind the US commitment, other nations 
have plans to update their interceptor forces with modern aircraft such as 
the F-16 and multi-role combat aircraft (MRCA) and with improved missiles. 

Strengthening of Forward SAM Defenses and Provision of Additional 
Surface-to-Air Capability in Other Areas.  The LTDP measure consists of 
specific proposals for a program to improve the ground-based air defense 
posture of Allied Command Europe.  The air defense planning group under 
SACEUR is now working with nations to conduct the detailed planning and 
refinement which is necessary before these proposals can be implemented. 

Air Defense Requirements of Portugal.  The Portuguese air defense 
system needs strengthening.  For Portugal to strengthen her air defenses and 
meet NATO force goals, external assistance into the mid-SO's is necessary. 
It is important to continue current military assistance programs to enable 
further Portuguese force modernization, of which air defense Is an integral 
part. 3 

COMMUNICATIONS, COMMAND AND CONTROL 

(See Section III for the Communications, Command and Control (C^) 
program area of the Long-Term Defense Program) 

ELECTRONIC WARFARE 

The NATO Nations have agreed that urgent action is required to cope 
with this important dimension of modern warfare.  The Long-Term Defense 
Program initiatives and other related EW measures have been undertaken to 
provide for important Improvements in NATO's EW capability and NATO's 
capability to counter the sophisticated EW threat posed by the Warsaw Pact. 
These measures cover land, air, and maritime forces together with improvements 
In NATO's EW organization and procedures, including close cooperation In 
research and development.  The Implementation status of these programs follows. 
Cooperative efforts for developing new EW equipment in the near and mid 
term are hampered in some cases by the advanced stage of Individual national 
programs Involving considerable national effort and resources already 
expended.  In these areas NATO will concentrate on cooperative programs for 
the long term. 
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Provision of EW Units in Support of Assigned/Earmarked Corps and 
Divisions.  This measure is receiving wide support. The equipment aspects 
of this program are being pursued by Panel XIV of the NATO Army Armaments 
Group (NAAG).  Existing equipment or equipment under development will satisfy 
most requirements in the mid term.  There are several possibilities for 
cooperative developments in the long-term. 

Provision of Basic EW Self-Protection Capability for Army Aircraft and 
Combat Vehicles and Troops. This program includes six basic operational 
requirement programs, of which several are well-suited for cooperative R6D. 
Specific aircraft equipment issues have been assigned to the NATO Air Force 
Armaments Group (NAFAG), Subgroup 11. The NAAG, Panel XIV, and the 
Defense Research Group (DRG), Panel IX, are engaged in studies that involve 
this initiative as it applies to vehicles and troops. 

Provision of Self-Protection Suit for Tactical Aircraft.  For the long- 
term several nations have developed programs utilizing sophisticated 
reprogrammable equipment.  To support this measure the CNAD has tasked 
Subgroup 11 of the NAFAG to undertake a program of work to actively 
encourage nations to cooperate in software development for reprogrammable 

equi pment. 

Provisions in the Mid Term of Chaff and Decoys and a Dispensing System 
for al1 Ships.  Five NATO nations are participating in the NATO SEAGNAT 
project, which will provide the required capability within the mid term. 
Most nations not participating in SEAGNAT are pursuing complementary 
national programs. 

Provision in the Medium Term of Shipboard Threat Alert Receivers. 
Six nations are actively engaged in producing suitable systems to meet 
this requirement.  However, their respective programs are in such advanced 
stages that further development through cooperative programs would not 
be cost-effective. 

Provision in the Long-Term of Jamming Equipment for Major Combatants. 
Except for two nations this measure is being met either wholly or partially 
but requires further development and the allocation of additional funds for 
full implementation.  Although current advanced stages of development preclude 
cooperative efforts at this time, these systems must be operationally 
compatible.  A collateral issue is being worked by the NNAG to establish 
the basis for collaborative development and production of a NATO soft-weapon 
system for antiship missile defense in the long term (1987). 

P rov i s i on of Expendable Jammers in Support of Corps and Divisions. 
The US Army has initiated action to determine the technical feasibility and 
operational effectiveness of expendable jammers and destructive homing 
weapons.  Simultaneously, it is being recommended that the NAAG, Panel XIV, 
investigate possible cooperative R&D programs in these areas. 
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Provision for EW Direct Support of Combat Operations.  The US has 
briefed its concept for EW direct support to SHAPE with the objective 
of further briefs to the NATO MODS and is initiating the appropriate 
actions for consideration of a SHAPE concept.  In addition, the CNAD 
has tasked the NAFAG (Subgroup 9) to assess these concepts and to report 
on possibilities for a cooperative program. 

Provision of NATO-Assigned Expendable Drone Force.  The US and Germany 
are jointly developing a harassment drone.  In addition, the NAFAG, Sub- 
group 15, is presently attempting to harmonize national requirements for 
remotely piloted vehicles and recently established a working group to 
address harassment drone issues. 

Provision of a NATO EW Software Facility.  Highly flexible reprogram- 
mable EW systems represent a significant improvement over existing 
conventional-circuit EW hardware.  Although these new systems respond 
much more quickly and inexpensively to the ever-changing threat, they 
require specialized equipment and dynamic data files to support them. 
Five major areas of support for reprogrammable systems must be addressed: 
intelligence support, engineering facility support, automated equipment 
support, testing capability and support, and location of support facility. 
The Supreme Allied Commander Europe (SACEUR) has requested initiation of 
a feasiblity study, which will result in recommendations concerning NATO 
application of programmable EW components and their software support.  The 
study goal cited by SACEUR is to investigate possible alternatives. 
SACEUR requested that the study include, but not be limited to, listing 
of possible alternatives; estimated program milestones for each alternative; 
cost associated with each alternative; and operational, technical, 
logistical, etc., aspects of each alternative.  In addition, the CNAD 
has tasked the NAFAG (Subgroup 11) to study this measure with particular 
reference to its tri-service aspects and to propose possible areas of 
cooperative centralized EW support. 

Development of a Concept to Counter Soviet/Warsaw Pact Command, Control 
and Communications (C^) Systems.  NATO military authorities (SHAPE leading) 
have undertaken the preparation of a NATO concept for Counter C^ operations. 
In addition, the CNAD has formed an exploratory working group to address 
equipment matters related to counter C^. 

Reorganization of NATO Intelligence Organization in Order to Give 
Adequate Support to EW.  Under the aegis of the NATO Military Authorities, 
nations are addressing the aim of improving intelligence support to all 
levels of EW activities within the framework of the existing intelligence 
organizational structure. 

Provision of EW Staff at NATO Headquarters.  An EW section is being 
formed within the NATO International Staff.  The Military Committee will 
examine augmentation of the NATO International Military Staff and Major 
NATO Command Headquarters Staffs in early 1979. 
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RATIONALIZATION 

(See the discussion of the Conference of National Armaments Directors in 
Section V for information on the Rationalization Program area of the LTDP.) 

LOGISTICS 

(See Section IV for discussion of the Logistics program area of the LTDP.) 

THEATER NUCLEAR FORCES (TNF) 

The TNF task force is essentially the NATO Nuclear Planning Group 
(NPG) and is concerned with modernizing NATO's theater nuclear forces, that 
is, those nuclear weapons and supporting posture deployed in Europe or in 
support of deterrence of attack on Europe.  This vital area was included 
in the NATO Long-Term Defense Program to ensure that the NATO triad of 
capabilities -- conventional, theater nuclear, and strategic nuclear -- 
continues to provide balanced, mutually supporting deterrence.  The US 
is relied upon to provide the bulk of strategic nuclear forces and is 
determined to maintain parity of those forces with the similar forces of 
the Soviet Union.  While overall priority in improvements in capabilities 
in Europe is properly directed to conventional forces, theater nuclear 
forces must be maintained as a viable force, and for this reason their 
modernization must continue. 

A review of modernization actions for theater nuclear forces, 
involving both short-and long-term measures has taken place over the last 
year.  Based on recommendations of the Major NATO Commanders, several 
short-term improvement measures have been set in train.  These are confined 
to currently available forces and weapons systems and include such items 
as completing the deployment of the LANCE missile system, continued 
development of replacement artillery-fired atomic projectiles and certifica- 
tion of additional nuclear-capable systems. 

The long-term task is to provide an overall concept for long-term 
modernization which can then be utilized to coordinate detailed national 
programs for weapons systems acquisition, improvements to posture on the 
ground in Europe, and supporting command and control and target acquisition 
systems.  A year ago the Nuclear Planning Group (NPG) asked a high level 
group of senior defense planners, under the Chairmanship of the US 
Assistant Secretary of Defense for International Security Affairs, to 
propose a conceptual framework and to provide NPG Ministers a set of 
broad alternatives on TNF modernization. 

The High Level Group (HLG) is in the process of dealing with issues 
relating to the characteristics of the long-term theater nuclear force 
posture, especially long-range theater nuclear forces, including questions 
of basing, survivabi1ity, size, and participation.  The HLG is also 
examining the question of a political and military rationale for such 
long-range theater nuclear forces in Europe. 
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III.  COMMUNICATIONS, COMMAND AND CONTROL 

Integrated or at least interoperable communications, command and 
control (CJ) is central to effective Alliance conduct of coalition defense. 
Although a number of C3 programs have been under way within NATO for years, 
approval of the NATO Long-Term Defense Program in May 1978 formed the 
diverse projects into a cohesive coordinated whole.  This demonstration 
of political will gave NATO and national C3 efforts an increased sense of 
purpose and urgency.  Of the ten LTDP program areas, C3 is an essential 
element in four:  maritime posture, air defense, electronic warfare and, 
of course, the program specifically devoted to C3.  Major C3 LTDP measures 
are development and approval of operational, procedural and technical 
interoperability standards for communications and ADP systems; NATO 
Integrated Communications System Stage II; Maritime Communications Program; 
Tactical Trunk Network; Single Channel Radio Access; NATO/National Area 
Interconnection Program; Strategic ADP System; War Headquarters Improvement 
Program; Tactical ADP Program; and Warning Improvement Program.  All of the 
efforts highlighted in this section are related to the LTDP. 

During I978 the Alliance made significant advances in communications 
interoperability and interconnection, includtng the continuing develop- 
ment of the NATO Integrated Communfeat ions System.  NATO study groups are 
continuing their work of developing standard specifications 
for the next generation tactical communications equipment.  Pending develop- 
ment of the next generation equipment, NATO and NATO nations will be 
equipping selected systems with an Interface unit so that national tactical 
area communications systems can Interoperate automatically.  The US and 
NATO continue to plan to Interconnect new communications systems In the 
Central Region.  NATO has taken steps to consolidate US and NATO communi- 
cations facilities In the Norfolk area and has authorized US use of the 
NATO NIB satellite over the Eastern Pacific through January 1979.  It is 
completing a Memorandum of Understanding (MOU) that provides for joint 
US-NATO use of a NATO satellite ground terminal to be installed in Iceland. 
A UK/US agreement to interconnect systems In northern Germany will permit 
the US to use an existing UK system to provide essential communications 
for new US forces to be stationed there. 

COMMUNICATIONS INTEROPERABILITY 

NATO Integrated Communications System (NICS).  The NATO Integrated 
Communications System, conceived in 1970, is expected to be an effective 
operating NATO command, control and communications system by the early 
1980s.  The first voice and message switches will be installed in 1979. 
This system is designed to meet the political and command and control com- 
munications requirements of NATO civil and military authorities.  The 
completed network will be'a survivable common-user switched voice/teletype/ 
data system which will absorb or replace most of the current NATO-funded 
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communications systems.  The NI.CS vnll connect the NATO Headquarters in 
Brussels, NATO Commanders" Headquarters down to the Principal Subordinate 
Commands and the NATO national capitals for essential command and control, 
political consultation. Intelligence exchange and messages concerning nuclear 
weapons employment. 

The mature NICS Stage II will be redundant for survivabl1ity, will 
have facilities in all NATO nations, and will be centrally managed and 
controlled by NATO International personnel.  The first stage will be com- 
pleted about 1981 at a cost of about 500 million dollars; and the entire 
system, including stage IJ, Is scheduled for completion In the mid-1990s. 
The additional full system cost will probably approach one and one-half 
billion dollars.  The NICS Management Agency (NICSMA) has contracted for 
the Telegraph Automatic Relay Equipment (TARE) message switches, the access 
switches of the Initial Voice Switch Network (IVSN), and the NATO Phase III 
Satellite Communications System.  Of the two NATO Phase III satellites 
operational during 1978, one was on loan to the US and used successfully 
throughout the year.  A third Phase III satellite was launched successfully 
In November I978.  The NATO Integrated Communications System Management Agency 
(NICSMA) with national and SHAPE Technical Center help, completed the NICS 
Stage II Architecture.  NATO nations are reviewing the architecture with 
the objective of agreeing to the concept at the Spring 1979 NATO Joint 
Communications Electronic Committee (NJCEC) meeting.  If agreement is reached, 
NICSMA will initiate the design and Implement the program over the years 
1980-9^4 In accordance with recommendations of the NATO LTDP. 

Communications-Electronics Operating Instructions (CEOI).  US Army 
Europe (USAREUR) has identified an initiative In the furtherance of 
interoperability - a more effective, usable CEOI for wartime use.  While 
peacetime VHF frequency allocations are limited, the majority of restrictions 
in the FRG are removed during wartime, and therefore a greater number of required 
frequencies will be made available.  The wartime USAREUR and 7th Army Auto- 
mated CEOI will fulfill the wartime VHF frequency requirements taking full use 
of the spectrum and will, dependent upon NATO approval, include other Allied 
force requirements in the Central Region.  Data collection has begun for the 
wartime edition, and an initial operating capability is envisioned for 
February 1980. 

Interoperability Manuals,  In I978 US Army Europe prepared two 
interoperability manuals as practical guides to interoperation of US 
Army communications among allied forces.  They are designed as guides 
on communications philosophy and doctrine, signal unit structure, current 
equipment capabilities and the specific level of interoperability possible 
with each nation in the Alliance.  A special two-volume US-French bilingual 
Communications interoperability Pamphlet was published and presented to 
the French Forces In Germany In July 1978.  Volume I is for the Staff Officer's 
use; Volume It, for the operator.  The other document, the NATO Interoperability 
Pamphlet, has been approved. Is ready for publication and will be distributed 
in early I979 to both company-size units in Europe and to CONUS units 
earmarked for NATO. 
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Accelerating tnteroperabi.Uty of Tactical Area Conynunications Systems. 
The study by the Tri-Service Group of means to accelerate interoperability 
of tactical communications was concluded in April 1978,  Although the US 
offer to lend a limited amount of equipment was not accepted, the study 
did focus on the issues and alternatives and was responsible, in part, for 
the Ministerial and Heads of State LTDP agreements in May 1978 to accelerate 
improved interoperability in the 1980s.   The improvement is to be achieved 
through a two-pronged approach - early implementation of agreed interface 
devices that will permit automated interoperability between dissimilar systems 
and early ratification, with implementation as soon thereafter as possible, 
of standardization agreements based on the work of the US and EUROCOH, a 
subgroup of EUROGROUP (an organization of European NATO nations). 

NATO Interface Unit (NIU).  In furtherance of interoperability between 
Allied tactical trunk networks, the United States is developing an interface 
unit which will provide the conversion between electrical, supervision and 
address techniques of US tactical switches and the NATO standard interface. 
The US NIU will provide for up to eight interfaces.  During December 1978, 
interoperability was successfully demonstrated using equivalent NIUs between 
the US and France and, with some modification to the NIU, between the US 
and Germany.  Six R&D models are on contract to provide interface with the 
US AN/TTC-38 switch and are scheduled for fielding by December 1979.  The 
NIU will be produced in conjunction with the TRI-TAC AN/TTC-39 switch 
scheduled for fielding in Fall 1982. 

Strengthening US-EUROCOM Relationships.  As a result of the continu- 
ing bilateral efforts between the US and EUROCOM, a high level of inter- 
operability between future digital communications systems can be predicted. 
A number of draft standardization agreements to define that interoperability 
were Identified and are being Jointly sponsored In NATO by the US and EUROCOM. 
Some have already been submitted, and the remainder should be submitted to 
the appropriate NATO committee by Spring 1979. 

The EUROCOM-US Cryptographic Working Party held its third meeting 
6-7 March 1978.  This group addressed specific problems related to syn- 
chronization of US and UK secure bulk encryption equipments and laid 
the groundwork for resolving the problems on a bilateral basis.  Resolution 
of this problem permits secure interoperability of trunk communications using 
either the UK- or US-designed cryptographic equipment. 

US-France Relationships.  Even with the NATO adoption of US-EUROCOM 
interbperabi1ity standards, an interoperability problem with the French 
"RITA" digital communications system will remain since that system differs 
from the US or EUROCOM systems in fundamental technical parameters.  The US 
started bilateral technical discussions with France in December 1977 to 
seek a solution to this problem.  Several alternatives were identified, and an 
analysis of the cost and operational implications of those alternatives 
was initiated.  It is hoped that an agreed solution can be reached by the 

end of 1979- 
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Joint US-NATO Troposcatter Test Program.  Technical discussions on 
digital transmission over operational troposcatter links culminated in a 
joint US-NATO test in Europe.  The test results demonstrated the technical 
feasibility of converting the ACE-High system from analog to digital 
transmission.  For the longer term, the digital transmission system will 
ease transition into a mature digital switch network, improve NATO security 
with bulk encryption capability, provide greater reliability, and facili- 
tate interoperability with the US digital defense communications transmission 
system now being installed in Europe. 

NATO Communications Security (CGHSEC).  US efforts during this period 
were directed toward furthering initiatives in the sharing of production 
of COMSEC equipment for NATO.  Increased consultation took place with 
authorities of concerned NATO nations to seek compatible, if not common, 
solutions to secure communications interoperability.  Negotiations were 
completed with The Netherlands to share in the production of US-developed 
COMSEC equipment for the protection of multi-channel communications.  In 
addition, the US continues to participate in the development of a standard 
voice processing technique. 

in November 1978 the NATO Integrated Communications System Management 
Agency (NICSMA) completed an overall systems architecture plan that is 
in consonance with NATO LTDP agreements and forwarded it to NATO nations 
for endorsement.  A US COMSEC expert assisted in preparing the COMSEC 
portion.  The definition of a system acceptable to nations will be 
available by April 1979, when the NATO Joint Communications Electronics 
Committee meets to act on the architecture as presented by NICSMA. 

Maritime communications system/equipment for NATO should be completely 
compatible with and capable of interoperability with existing or planned 
equipment without requiring major modifications or ship alterations.  The 
US has officially offered to NATO nations a maritime secure record communi- 
cations system.  The new US wideband secure voice system, VINSON, will 
soon make its appearance in the US Navy and will be available to our NATO 
partners. 

Norway and The Netherlands previously offered competitive equipments 
to satisfy the NATO requirement for a new off-line cryptographic equipment. 
National requirements may be satisfied using either equipment, depending 
on the national need.  The US is considering its quantitative as well as 
functional requirements and expects to satisfy its needs through purchase 
of one or both of the NATO-approved systems.  US production is permissible 
under NATO rules, but the anticipated small number required is not likely 
to make national production an economical course of action. 

A number of NATO nations accepted a US offer to test their national 
radios with the US wideband tactical COMSEC equipment (VINSON).  The large 
quantity of VINSON equipments being produced for US forces is resulting 
in a lower price, which can benefit other NATO nations.  NATO nations are 
being informed of this development and are offered the opportunity to take 
advantage of the attractive price available from US production.  If they 
prefer, the US is willing to assist in arranging national production in 
accordance with applicable NATO rules. 
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Combat Net Radios.  To achieve interoperability of tactical communi- 
cations, the Department of Defense is currently striving to achieve 
an early agreement on an Electronic Counter-Countermeasure (ECCM) standard 
for the Combat Net Radio (CNR).  in offering NATO the opportunity to par- 
ticipate in the SINCGARS-V (Single Channel Ground and Airborne Radio 
Subsystem) program's ECCM development and testing process, the US suggested 
that NATO nations under the auspices of Subgroup 2 (SG/2), Tri-Service 
Group on Communications Electronic Equipment (TSGCEE), define, by 1981, the 
NATO ECCM technical interoperability chacteristics of VHP tactical single- 
channel radio equipment for the post-1985 time frame.  To assist in the 
establishment of these standards, the US intends to invite interested NATO 
nations to provide participants in SINCGARS-V Working Groups on Interface 
Control Test Integration.  If NATO nations participate, their views can 
have an impact on attaining an interoperable CNR with lessened research and 
testing costs to the Alliance and early selection of characteristics/standards 
for a future VHP CNR. 

Sixty-Six Words-Per-Minute Teletype Conversion.  Although the US Army 
standard for tactical teletype equipment is 60 words per minute, the US 
Army Europe has initiated conversion of all its tactical teletype equipment 
to 66 WPM, which agrees with the NATO standard.  When completed, this will 
significantly decrease interface difficulties in Allied operations and allow 
more flexibility in assignment of equipment. 

INTERCONNECTION AND CONSOLIDATION 

Interconnection of US and NATO Communications.  A joint US-NATO 
study on selected interconnection of the NATO "ACE HIGHr tropospheric 
scatter system and the US Defense Communications System (DCS) has been 
completed.  Eight Interconnects have been accomplished to route US and 
NATO requirements on a clrcult-by-clrcult basis between the DCS and ACE 
HIGH.  A draft annex to the SHAPE/USEUCOM Memorandum of Understanding 
Is being coordinated.  This annex specifies US and NATO responsibilities 
at interconnected facilities. 

Automatic Voice Network (AUTOVON) - Initial Voice Switched Network 
(IVSN) Interconnection.  In January 1978 the US proposed to'NICSMA and 
SHAPE that the capa¥l 1ity should be developed In the IVSN access switch 
to Interconnect automatically with AUTOVON switches in Europe to improve 
flexibility under exercise, crisis and wartime conditions.  NICSMA agreed 
that the IVSN contractor should study the feasibility of providing such a 
capability.  In late 1978 NICSMA/US Defense Communications Agency (DCA) 
discussions with the IVSN contractor resulted In a proposal which would 
provide study, test and demonstration of two types of AUTOVON-IVSN Inter- 
connects.  In early 1979 the NATO Infrastructure committee will review 
NATO funding for this proposal. 
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AUTODIN-TARE Interconnection.  Based on an NJCEC decision, the US, 
NICSMA and the MNCs are taking steps to insure direct electronic inter- 
operability between the NICS Telegraph Automatic Relay Equipment (TARE) 
and the US Automatic Digital Network (AUTODIN) System.  The DCA has taken 
action, through direct coordination with NICSMA, to resolve technical/ 
procedural differences so that the electrical interface can take place. 
These differences are being resolved, and achievement of the interface is 
near.  Current planning is to interface the first TARE at Norfolk, Virginia, 
in 1979, with three additional interfaces in Europe to take place between 
1980-82 as TAREs are installed. 

Central Region Improvement Program (CIP-67) Interoperabi1ity With US. 
CIP-67 will provide microwave transmission facilities to replace existing 
networks serving NATO Headquarters in the Central Region.  The US and 
NATO plan to interconnect CIP-67 microwave transmission facilities with 
existing US facilities at selected collocated sites.  As a result, the FRG 
will avoid land acquisition and general preparation investments at seven 
locations, and the US will expand use of CIP-67 for US communications. 

The NATO Integrated Communications System Management Agency (NICSMA) 
identified a number of potential interconnection projects and established 
liaison thereon with the US and other NATO nations.  A US/NATO working 
group, established in November 1976, is developing technical solutions to 
interconnections where they can be achieved to the mutual benefit of the 
systems and parties involved. 

Consolidation of US and NATO Communications in Norfolk, Virginia. 
Consolidation of the SACLANT and US communications centers in the Norfolk 
area was effected in October 1978.  This action together with the AUTODIN/ 
TARE connection previously described, will provide improved customer service 
and increased flexibility and survivabi1ity to US and NATO systems.  in 
addition, NATO agreed in November 1978 to participate in a joint US and 
NATO transmission link between Northwest, Virginia (location of NATO and 
US satellite ground terminals) and Norfolk, Virginia (location of CINCLANT 
and SACLANT Hqs).  This action, to be completed in late 1979, will provide 
the most cost effective transmission system for both the US and NATO. 

Interim Offer of Leased Automatic Digital Network (AUTODIN) Services 
to NATO.  In March 1975 the US offered to permit NATO use of US record 
message processing capability until the NATO Telegraph Automated Relay 
Equipment (TARE) became operational.  Because of delays in implementing 
the TARE program, SHAPE accepted the US offer in January 1978 and re- 
quested nine NATO headquarters locations be considered for AUTODIN terminals. 
The joint US/SHAPE proposal was approved by NATO in July 1978.  The US will 
loan NATO the necessary cryptographic and interface equipment, and NATO 
will supply the required terminal equipment.  Access lines are provided 
from a mix of US and NATO resources.  Installation work is now in progress 
with an objective of providing the NATO AUTODIN operational capability to 
support Exercise WINTEX in spring 1979, 

6-39 



Elimination of US Manual Transfer Points in Europe.  The US and NATO 
are jointly pursuing the elimination of manual message transfer points by 
establishing direct message interfaces between the US system and NATO 
relay facilities in the European area.  Actions were completed in the UK 
in 1977, and additional actions were completed in Italy in 1978.  NATO's 
interim use of the US Automatic Digital Network capability beginning in 
March 1979 will eliminate the continued requirement for the remaining US 
Manual Transfer Points in Europe.  AH such points will be closed in 1979- 

Interoperability of Tactical Data Links.  As discussed in Section II 
under the Maritime LTDP measures, the United States and some of the NATO 
nations have implemented Link II, which has been accepted as the NATO 
standard for high-frequency data communications since 1965, while several 
other NATO countries employ Link 10.  Link 16-, currently under development 

in NATO, will provide ]lne-of-sight communications for both data and voice. 
Although not formally agreed at this time, it is likely that Link 16 wi11" 
be implemented through the Multifunctional information Distribution System 
(M1DS); 

Collocated Operating Bases (COB) Communications.  COB communications 
provide for the prepositioning of communications facilities at NATO bases 
that would accept US aircraft deployed to the European Theater in time of 
crisis.  NATO will provide certain command and control communications to 
these bases.  We are investigating the feasibility of using NATO or Allies' 
national cornnunteat ions systems to satisfy administrative and logistic 
communications which are now a US national responsibility.  We also will 
provide the US elements at these bases with access to the AUTODIN System. 

Specifically, this project will provide AUTODIN record communications 
capability, leased voice circuits, high frequency (KF) radio, ultra high- 
frequency (UHF) air-to-ground radio, aircraft survivabi11ty measures (ASM) 
conmunlcations and tactical switchboard capability.  Immediate record com- 
munications requirements for the first 13 bases to be opened in FY 79 will 
be provided by Mode II AUTODTN terminals mounted in S-280 shelters operating 
at 75 baud.  They will be replaced by Mode t 300-baud AUTODIN terminals 
starting in FY 79.  All COBs will be equipped with record communications 
by FY 81.  Three locations will receive fixed Digital Subscriber Terminal 
Equipment (DSTE), one location will use existing base communications 
facilities, and 48 will receive the S-280 Mode I package.  UHF radio 
capability will be provided by acquiring and installing the standard AN/ 
GRC-171 multi-channel transceiver.  HF communications will be initially ac- 
commodated by using KWM-2A radios and be replaced by the new solid-state 
KWM-2A replacement radios.  The UHF and HF radios will be phased to 
coincide with the installation of record communications. 
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SATELLITE COMMUNICATIONS 

Contingency Use of NATO and National Satellites.  The US, the UK and NATO 
entered into agreements in 1973 and 1976 for contingency use of each other's 
communications satellites.  These agreements provide for sharing of satellite 
power and bandwidth in order to satisfy critical requirements in the event 
of a satellite failure.  Shared arrangements under these agreements continue. 
Because of the operational need for a communications satellite over the 
East Pacific Ocean and the nonavailability of a replacement US satellite 
until early 1978, the US requested from NATO the services of the NATO II IB 
satellite for a period of approximately one year.  The Memorandum of 
Understanding (MOU) for the US use of NATO I I IB, signed in September 1976, 
provided for the launch of the NATO I I IB satellite in January 1977, one 
year earlier than that envisaged by the original NATO satellite launch plan. 
The NATO NIB satellite was launched in January 1977, positioned and tested 
by NATO, and then turned over to the US for our exclusive use in March 1977. 
Due to a delay in the launch of US satellites from late 1977 to March I978 
plus the subsequent US launch failure in March 1978, the US requested and 
received NATO authority for two extensions of six months each.  These 
extensions permitted the US to continue using the NATO IIIB satellite through 
January 1979.  The NATO IIIB satellite is scheduled to be returned to NATO 
in February 1979- 

Joint US-NATO Use of Satellite Ground Terminals.  NATO wi11 install 
a satellite ground terminal in Iceland.  Negotiations are being conducted 
between the US and NATO for US manning and operation of this terminal.  In 
return, the US will obtain a specified number of circuits through the NATO 
satellite system for US use.  A joint US and NATO Memorandum of Understanding 
has been drafted and is in the final stages of governmental approval.  We 
expect that it will be signed by NATO and the US in early 1979.  The Defense 
Communications Agency, in conjunction with the Services, will determine whether 
some of the current US communications systems carrying traffic to and from 
Iceland should be disestablished after the NATO Iceland terminal is 
installed. 

Interoperability and Mutual Support between US Defense Satel11te 
Commun teat ions SystemTDSCS) Ml and NATO IV Satellite Systems.  TTuTm 11 i t a ry 
satellite systems of the US and NATO will be even more supportive and inter- 
operable In the 1980s when the DSCS III and NATO IV space segments are 
Implemented.  US Involvement In the NATO IV space segment design as well as 
the consideration of DSCS ill satellites for the NATO IV system has resulted 
in many common design features for these two systems.  Shared use of each 
other's system for better survl.vabi 11ty and for contingency back-up will 
enhance the operation of both satellite communications systems.  At their 
November 1978 meeting the NJCEC approved a plan for procurement of the NATO 
IV satellites by the International competitive bid process.  The bid package 
will be written so as to Include the basic DSCS III design as well as a 
separate NATO-tailored design.  Consequently, NATO IV may look exactly like 

D 
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a OSCS III, or it may be a design that is similar enough to be extremely 
utr^n,6 t0    US ,n a cont,n9ency-  Selection of the contractor for the 
NATO IV space segment will result from the normal NATO procurement proce- 
dures.  The US is being asked to support SATCOM IV with appropriate security 
KT'^

65
:,,  

ePS are be,nS taken t0 satisfy the NATO request in a manner 
which will assure security for the NATO satellite. 

-h- TIT^^--;! P?f.!L!P!C?rUI!' ^"'P"6"^ The US proposed to NATO that 
the US the UK and NATO jomtly develop an interoperable modulation sub- 
system based on the spread spectrum technique.  The US submitted an 
engineering approach involving the early release of technology for achieving 
spread spectrum interoperability, and the SHAPE Technical Center (STC) 

loToZnt  ^F?' V^Trl"6 ^i0"5 f0r NAT0 Spread 3peCtnjm ^ulation equipment (SSME)   The STC found that an SSME approach similar to the one 
taken by the US is most feasible for NATO.  The US, in October 1977 
offered to lend NATO a few (3-5) sets of OM-55 SSME to permit NATO to 

svs^Lrw-n K  •t!rIm ca^]]'ny  Vla the NAT0 satell'te communications system that w.11 be interoperable with US Navy ships.  The NJCEC agreed 
to the US loan offer at Its Spring 1978 plenary meeting as part of a SATCOM 
K ^0PncraM,nty!

P:0qram-  The detans of the OM-55 loan are being negotiated 
by the US Navy with NICSMA and should be finalized by late 197P ^pIated 

stage will provide a limited capability until NATO procures its"own equip- 
ment. •»•*»•■»» 

REGIONAL COMMUNICATIONS 

US/UK Mutual Support.  A US offer to transfer to the UK the US Defense 
Communications System in the Londonderry area for use as a part of the 
^h^ n?u m,lVi7,   UK radf0 commun! cat ions system was not accepted by 
the UK.  The UK indicated a desire to negotiate future use of the real 
estate occupied by the US system.  These negotiations are in progress. 

in .JhM*inSta"at!0n 0J,dl,:eCl   Interface between US and UK message systems 
m the UK was completed in 1978.  Follow-on improvements to the existing 
automated interfaces will be implemented in 1979. 

To provide needed US communications to northern Germany, the US agreed 
to finance the expansion of selected segments of the UK "STARRNET" system 
to assist in satisfying US requirements.  This concept will provide US 
communications at less than It would cost to lease service or establish 
totally new facilities. A US/UK Memorandum of Understanding to this end 
was developed in 1978, and Is in the process of final coordination. 

US/Italy Mutual Support,  Discussions in 1978 between the US European 
Command and Italian Ministry of Defense officials concluded that inter- 
connections between the US Defense Communications System in Italy and the 
Italian Three Services Radio Relay Network would benefit both countries. 
Plans are being developed to consider three Interconnections. 

U^ij^ojc^s^Jn^ jurog^ JU^FE)/Cen t ra 1 Reg I on Commun I ca t i on s I nter- 
operability.  USAFE Is working with the communicators from the Central Region 
nations on joint utilization of theater communications assets to improve 
flexlbfllty and survivabi1Ity and extend communications capabilities to loca- 
t.ons not presently served.  Several options, including system Interconnects 
and capacity sharing, are being discussed. 
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Communications Electronics Interoperabiitty Exercises.  As in last 
year's report, a US/FRG tactical communications interoperabiI it/exercise 
program began in October 1976 and continues today with the inclusion of 
partnership exercises between the V US Corps and III German Corps.  In 
addition the US schedules exercises concurrently with NATO or allied 
national exercises to test communications concepts and equipment inter- 
operability and to resolve technical problems.  During 1978 Air Traffic 
Control procedures were exercised in Allied exercises to demonstrate the 
US ability to be integrated effectively into the Central Region airsapce 
control program. 

NATO COMMAND AND CONTROL 

Support for NATO Command, Control and Information Systems.  In support 
of the overall reorganization of Allied Air Forces in the Central Region 
of Allied Command Europe (ACE), a NATO/US effort was initiated to share 
the US Worldwide Military Command and Control System (WWMCCS) Automatic 
Data Processing (ADP) facility at Ramstein Air Base, Germany, with NATO. 
The effort evolved into a NATO plan to implement full-scale ADP systems 
at selected major headquarters in ACE. .For the interim period, this will 
be accomplished by acquiring US WWMCCS standard equipment through Foreign 

Military Sales  As a result, both the ACE and US systems will use the same 
hardware and software and provide the foundation for follow-on Interoperability 

Tactical C  Interoperability.  There is a perceived need within NATO 
to achieve command and control interoperability in the tactical environment. 
A measure In the NATO Long-Term Defense Program addresses this need.  The 
newly established NATO Tri-Service Group on Communications Electronics 
Equipment (TSGCEE) has several subgroups working on this problem.  For the 
long term one subgroup began discussion on a Multifunctional Information 
Distribution System (MIDS).  MIDS includes those systems which have communi- 
cations, navigation, and identification capabilities integrated into a common 
unit.  A comprehensive concept of operation, which includes an outline of 
essential characteristics for a NATO MIDS, is being prepared.  It is envisioned 
that the NATO MIDS will provide timely secure information flow under electro- 
magnetic countermeasures (ECM) conditions and will supplement many of the less 
ECM-resistant communications systems now in use.  Its inherent relative 
navigation and identification capabilities should also prove to be very 
valuable to those systems that do not have weight or space available for 
separate equipments.  During the next year the MIDS characterfstfcs will be 
refined, and the potential of a common NATO development fully explored. 
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The US Joint Tactical Information Distribution System (JTIDS) is a candidate 
to meet the NATO MIDS requirement,  if NATO agrees to JTIDS. the 5s wMl 
permit ,t to he manufactured by other NATO nations under a licensing arrange- 

Another TSGCEE subgroup is involved in a project that will provide 
nav.gation and position finding. In 1978 a memorandum of understanding 
covenng NATO participation in the US NAVSTAR Global Positioning System 

Hr!f; trLV^T    nl  ten NAT0 nations-  The rou?  continued its work on a 
draft STANAG for "Form, Fit and Function CF3) Specifications for Aircraft 
Inert.al Nav.gational Systems," on "Test Methods for F3 Inertial Systems " 
and on Ring Laser Gyro Test Methods." The possibility of joint research 
or codevelopment of ring laser gyros, nuclear magnetic resonance gyros 
and fiber optics gyros is being investigated.  The group has approved 
a paper setting forth guidance in expressing capabilities or specifications 
or navigation system accuracies.  Coordination on the use of the OMEGA radio 
navigation system continues; there will be an exchange of data on the results 
of ongoing OMEGA accuracy trials in the North Atlantic and the Mediterranean. 

Under the auspices of the TSGCEE, significant progress was made over 
the past year in the vital field of interoperability of identification 
especially with regard to the technical guidelines for a question-and-answer 
JQ&A) component of the direct portion of a system which could be ready for 
.production in the late 1980s.  A special group charged with the characteriza- 
tion of a future system was organized into two working groups covering a 
direct and indirect portion of the overall system.  A significant element 
in the direct portion is the QSA component, while in the indirect portion a 
fully interoperable multifunctional data distribution system provides the 
backbone.  In both of these critical supporting areas we are reaching agree- 
ments with our Allies on approaches and management issues.  Development is 
being initiated on a cooperative basis with the UK, the FRG, and France to 
validatethe NATO technical agreement which describes the Q£A component. 
The critical technologies include lasers, microwave and spread spectrum 
techniques.  Precision crystal clock technology and low-cost spread spectrum 
techniques are being contributed to the project as the result of European 
developments.  Until the long-range system is available (late 1980s or 
beyond) the US will continue to press for the NATO-wide adoption of the 
present US MARK XII System. 

USAREUR/NATO Command and Control Information System (CCIS) Interoperability 
The USAREUR CCIS Study addresses the authority, responsibility, information 
requirements, operational procedures and interfaces required for USAREUR 
command and control in the NATO wartime environment.  The principal focus 
is on USAREUR wartime functions, NATO and Host Nation interfaces and, to a 
less complex degree, interfaces with US Corps and USEUCOM.  Of particular 
impact has been the establishment of a US Army combat presence in the 
NORTHAG area and the concurrent recognition that CINCENT will become a major 
interface in USAREUR dealings with the ACE commands.  Objectives include: 
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(1) Continue working for the Implementation of the near-term 
ennancements to the USAREUR CCIS which have been identified thus far. 

(2) Test concepts of the USAREUR CCIS during a NATO 
exercise and identify additional enhancements, both near- and long-term, 
which are appropriate. 

(3) Develop where possible. Required Operational Capability (ROC) 
statements for recommended long-term improvements. 

(4) Integrate, where possible, completed and ongoing c' 
studies and projects. 

Warning Support to NATO. The US Is continuing Its full support for the 
establishment of a NATO warning system as originally proposed in the NATO 
Long-Term Defense Program.  Although agreement on the full scope of the 
proposed program was not achieved prior to the Washington Summit, the NATO 
Defense Planning Committee (DPC) agreed to the early discussion of existing 
national differences with a view toward achieving an Alliance agreed program. 
Apart from LTDP sponsored activity the DoD Intensified its support for this 
critical aspect of Command and Control through.the Implementation of key 
Intelligence initiatives while simultaneously pursuing the establishment 
of essential secure communications capabilities and ADP support systems. 

Selective Release Improvement Program (SELRIP). SELRIP Is a joint 
US-NATO program where the US offered to provide and test unique equipment 
designed to Improve the effectiveness of nuclear weapon employment.  The 
basic objective of SELRIP is to provide aids to the decision-maker In 
order to significantly speed up the responses to requests for selective 
nuclear release.  The initial tfest was conducted with a five-site system 
during Exercise ABLE ARCHER 77.  Positive aspects of this test Included the 
successful use of automated message equipment to compose, pre-format and 
pre-address messages locally and transmit them via NATO communications. 
However, equipment limitations and poor communications circuit availability 
limited the test results. The second phase of the test was conducted during 
Exercise ABLE ARCHER 78 using both fixed and mobile equipment.  The preliminary 
results of this test Indicate that the SELRIP operational concept is sound. 
The final phase of testing will occur during ABLE ARCHER 79 and will expand 
the test bed to include two additional corps level units. 

USAFE CommunI cat Ions-Air Traffic Control (ATC) Survivability Program. 
The program involves a comprehensive, balanced approach distributing resources 
among hardening, CBR protection, camouflage, dispersal, diverse and redundant 
circuit routing, and Interoperability with systems of NATO and our NATO Allies. 

Support for War Headquarters Improvement Program (WHIP).  The US provided 
considerable support In the formulation of this NATO LTDP Program and Is 
continuing to provide technical assistance.  During 1978 *he US continued to 
participate actively In refining the program and In efforts to resolve 
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Implementation questions such as the appropriate management structure, 
the appropriate technical authority, and the refinement of the mobile war 
headquarters portion of the program.  The US provided technical expertise 
for a preliminary survey of selected NATO headquarters and provided 
recommendations to structure the program. 

US Communications Support for the Allied Forces Central Europe/Allied 
Air Forces Central Europe Static War Headquarters.  In 1975 NATO approved 
the establishment of Allied Air Forces Central Europe as a new entity 
and the establishment of an Allied Forces Central Europe/Allied Air Forces 
Central Europe Static War Headquarters.  To expedite activation of the 
Static War Headquarters, the US provided various types of communications 
and electronic support.  An initial Operating Capability (IOC) was established 
at the facility in 1977-  Action to expand and Improve the operational 
capability continued In 1978. 

Collocation of Allied Headquarters with Headquarters US Army Europe. 
Collocation of the Central Army Group Headquarters, the ^th AlTTed Tactical 
Air Force Headquarters, and the Allied Command Europe Mobile Force (LAND) 
Headquarters with the Headquarters of the United States Army Europe at 
Heidelberg will enhance Interoperability and minimize the delay associated 
with the transition from a peacetime to a wartime posture.  Collocation 
at Campbell Barracks, Heidelberg, began during 1978.  A total of $1.3M was 
programmed in the FY 1978 DoD budget to support collocation.  Modifications 
of the various communications support activities are underway, with the 
US, FRG, and NATO sharing in the costs associated with this collocation, 
which Is scheduled for completion by June 1980. 
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IV.  LOGISTICS 

In today's complex. Interdependent environment, logistics coordina- 
tion and readiness Is Increasingly Important to NATO deterrence and defense. 
Alliance logistics readiness can be Improved through Increased cooperation 
and coordination, as well as achievement of higher levels of essentia 
war reserve stocks.  Despite the concept that "logistics Is a nat.onal 
responsibility" with support of national forces based upon national self- 
sufficiency, achieving the level of logistics readiness essential to 
multinational mission accomplishment through coordination and rationaliza- 
tlon must be a NATO concern.  The strategy and tactics of coalition warfare 
must be supported by Increased Alliance logistics cooperation.  Moreover, 
host nation support in logistics, especially for wartime. Is hjqhly benefi- 
cial to the US In reducing the logistics tall and facilities which the US 
Itself would otherwise have to provide.  Nor Is It very costly to our Allies 
since much of It.entails only the earmarking of civil assets for wartime use. 

In 1978 NATO continued to make progress In facing up to these needs. 
In a major step forward NATO approved a series of logistics recommenda- 
tions as a part of the Long-Term Defense Program (LTDP): 

(1) Harmonization of logistics arrangements In the 

Communications Zone. 

(2) Establishment of a logistics coordinating capability 
In Headquarters Allied Forces Central Europe (AFCEHT), and study a capability 
at Allied Forces Northern Europe (AFNORTH) and Allied Forces Southern Europe 
(AFSOUTH). 

(3) Establishment of Ammunition War Reserve Stocks for 
an adequate number of combat days. 

{k)     Provision of additional well-located storage facilities 
for ammunition stocks, including acceleration of the forward storage site 
program. 

(5) Remedial measures to resolve problems arising from the 
discharge of ammunition cargoes. 

(6) Clarification/simplification of procedures for the 
authority of Major NATO Commanders (MNCs) to reallocate war reserve ammuni- 
tion stocks. 

(7) Agreements between MNCs and nations to earmark ammuni- 
tion for use In war by NATO commanders on a regional basis. 

(8) Arrangements to guarantee fuel requirements for Allied 
forces prior to hostilities. 

(9) Strengthening of logistics staff support at NATO Head- 
quarters and within NATO military commands, including a new Assistant 
Secretary Reneral for Infrastructure and Logistics. 
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(10) Study the establishment of NATO command-controlled 
stock? of selected ammunition items. 

(11) Study the improvement to reserve stocks of selected 
heavy equipment. 

(12) Build-up of war reserve stocks of jet, ground and 
naval fuel for Allied forces, Including reinforcements for an adequate 
number of combat days In dispersed, protected or hardened facilities. 

IMPROVING LINES OF COMMUNICATION AND HOST NATION SUPPORT 

Adequate air, sea and ground Lines of Communication (LOCs), Includ- 
ing facilities and logistics services, are vital to the capability to 
rapidly reinforce and resupply the European theater.  In June the three 
Major NATO Commanders completed Phase II I of the series of reinforcement 
studies which examine the movement of Canadian, US and UK reinforcements 
from their home bases to unit assembly areas.  Work on Phase IV Is under- 
way.  This phase will refine Phase III results to Include a more detailed 
examination of support, organization, ammunition and resupply movement. 
In addition, a new Supreme Headquarters Allied Powers Europe (SHAPE) draft 
reinforcement plan Is currently under review by the NATO nations.  Publica- 
tion Is scheduled for June 1979. 

The NATO Senior Civil Emergency Planning Committee (SCEPC) and three 
of Its subordinate boards and committees — the Planning Board for 
Ocean Shipping, the Civil Aviation Planning Committee and the Planning 
Board for European Inland Surface Transport — continued their efforts to 
Improve procedures for making civil resources available to support the 
military reinforcement of Europe.  As part of the LTDP, the SCEPC and 
Allied nations are carrying out actions to improve the reception and onward 
movement of forces and their equipment and supplies.  The US has also 
Initiated several actions, Including enhancement of the strategic airlift 
fleet and Improvement of seal 1ft capability, which are reported under 
Reinforcement In Section II. 

Host Nation Support.  Logistics wartime planning relies on civil/ 
military resources of our European allies through Host Nation Support (HNS), 
which Includes civil and military assistance rendered In peace and wartime 
to allied forces In the host nation's territory.  HNS is one of the key 
ways to improve rationalization in the Alliance and Is receiving top-level 
priority and emphasis.  It will directly enhance our readiness by reducing 
the requirement for early deployment of US combat service support units. 
HNS thus permits us to get more combat power to NATO earlier.  It also 
affects the nature and structure of US support forces.  HNS Is a vital 
element to successful implementation of the LTDP. 

Host nation support is arranged through cooperative agreements by 
which the host nation agrees to perform a task or provide a resource. 
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especially Jn wartime, to an ally lending Its forces for the defense of 
the NATO area.  The host nation Includes these agreed responsibilities In 
Its wartime plans.  This reduces redundancy and waste and Increases the 
logistics flexibility of the NATO structure.  The United States has 
concluded a number of these arrangements with NATO allies and has agreed 
to pay for services rendered.  We must continue to move from bilateral 
to multilateral planning and agreements to Insure that total requirements 
are known and to Improve logistics harmonization. 

By such means the US Is Increasing Its reliance on Allied civil and 
military logistics resources. We wish to avoid deploying US support 
forces to Europe for missions that could be accomplished equally well with 
host nation resources such as civilian manpower, supplies, services, 
equipment, and accommodations.  This would Include the continuation during 
wartime of current labor service units and hired indigenous labor which 
presently support US forces In peacetime.  If the US Army had to supply 
all of these personnel, additional indirect support spaces would be 
necessary which would Increase significantly the total manpower required. 

The US Air Force has made significant progress in developing host 
nation support In Its Collocated Operating Base Program.  Specific areas 
for host nation support Include fire and crash rescue services, rapid 
runway and other facilities repair, utilities distribution, billeting, 
messing, air traffic control services, disaster preparedness, and cotmuni- 
catlons.  US Air Forces In Europe (USAFE) is presently evaluating the 
support capability of each airfield in NATO and may be able to reduce 
USAF requirements In the future, commensurate with the host nation support 
to be provided.  Significant additional savings are expected at host nation 
airfields when firm agreements are negotiated for use of vehicles, materials 
handling equipment, and personnel. 

In addition. Supreme Headquarters Allied Powers Europe (SHAPE) has 
prepared a report Identifying the host nation support available from the 
FRG to meet US needs.  Work is also underway to identify HNS available in 
other NATO nations. 

Harmonizing Logistics Arrangements In the Communications Zone (COHHZ), 
Including Agreements between Nations and MNCs.  Effective rear area support 
for Allied operational forces can be better assured through harmonization 
of the communications zones.  By harmonization we mean a better blending 
of the logistics policies, procedures and resources of the several nations 
and a better set of arrangements and agreements for working together in 
the COMMZ.  One principal action under this LTDP measure is to achieve 
national agreements covering agreed responsibilities between Allied nations 
and the Major NATO Commanders (NMCs) and Major Subordinate Commanders (MSCs) 
necessary to enhance logistics support of combat forces.  This support 
includes the reception facilities for reinforcements and resupply; NATO 
POL (Petroleum, Oil, Lubricants); the recovery, repair and cross-servicing 
of materiel; medical services: engineering services; communications; and 
security.  Negotiations are ongoing, and MSCs will provide status reports 
beginning In July 1979.  The Senior NATO Loglstlcians Conference (SNLC) 
endorsed the general concept of SACEUR's harmonization plan at its October 
1978 meeting. 
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Establishing a Logistics Coordination Capability in Headquarters 
Allied Forces Central Europe (AFCENT).  An objective of the Long-Term 
Defense Program in the area of consumer logistics is to establish an 
organization at AFCENT with sufficient staffing and authority to assure 
a well-coordinated, effective communications zone.  The Supreme Head- 
quarters Allied Powers Europe (SHAPE) and Headquarters AFCENT have 
developed a conceptual plan to establish a multinational coordinating 
center in Headquarters AFCENT.  This coordinating and planning capability 
is intended to enhance the vital areas of reinforcement, host-nation 
support and lines of communication.  The proposed concept was endorsed 
by the Conference of Senior NATO Logisticians at Headquarters NATO in 
October 1978 and is now being reviewed in capitals.  SHAPE was charged 
with further development and refinement of the plan. 

Remedial Measures to Resolve Problems Arising from the Discharge of 
Bulk and Containerized Ammunition Cargoes.  The NATO Defense Planning 
Committee has recognized the need for remedial measures to resolve the 
ammunition unloading problem, with both the Senior NATO Logisticians and 
the NATO Senior Civil Emergency Planning staffs being tasked to monitor 
progress.  Ammunition port capacity available in Europe to safely discharge 
ammunition in support of Allied Command Europe (ACE) requirements during 
peacetime, crisis, or wartime is limited due to national restrictions 
on the use of commercial port areas and the lack of separate ammunition 
port facilities.  DoD is working through the NATO Planning Board for 
European Inland Surface Transport (PBEIST) to firm up arrangements for 
the use of facilities that are suitable from both a capacity and safety 
standpoint for wartime and peacetime ammunition discharge.  With regard 
to peacetime facilities, the DoD Explosives Safety Board is being tasked 
to conduct level-of-risk assessments of all the alternate sites identified 
by the FRG MOD in Germany.  Headquarters US European Command (USEUCOM) 
is evaluating the peacetime sites nominated by the FRG and the wartime 
sites identified by PBEIST study groups. 

Coordinating Transportation.  In June 1978 the US proposed to the 
NATO Senior Civil Emergency Planning Committee (SCEPC) that an ad hoc 
group review existing mechanisms for coordinating transportation In the 
Central Region and make recommendations for improving NATO capabilities 
for rapid reinforcement.  SCEPC has initiated a preliminary action to 
develop a paper Identifying problem areas and describing the framework for 
the flow of information among the various authorities Involved In the 
wartime transportation coordinating chain.  National representatives began 
work on this paper In November 1978, and completion is expected in the 
first half of 1979. 

Arrangements for US Lines of Communication (LOC) in Europe.  Agree- 
ments with our Allies are at various stages of completion.  Umbrella 
agreements have been consummated with Belgium, Luxembourg, The Netherlands, 
and the UK.  A draft LOC Agreement with Italy has also been negotiated 
and should be concluded within six months.  Efforts are continuing In 
other areas. US Air Forces In Europe (USAFE) is negotiating host nation 
support agreements for collocated operating bases and air bases supporting 
the LOC from the United States. 
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Other All lance nations have also concluded bilateral and multinational 
t^Tl5  1°:  l:0CVhrou9h the BENELUX countries.  SHAPE has estab Ished 
a board headed by the deputy SACEUR. to coordinate host nation support 

VAM',   7        ^  haS revfewed United States Army, Europe requirements 
ItTVl       ST90^*5?,  HNS Whlch Germany could P^'de US JcesTwa^time 
and determined those which need further study or government approval This     ' 
work supports the NATO LTDP objective to harmonize military and civ  sup- 
port in the communications zone. P 

NATO's Planning Board for European Inland Surface Transport (PBEIST) 
is continuing to refine Its study of multilateral military and civil 
transport requirements across the BENELUX LOCs.  The PBEIST Ad Hoc Groups 
on Lines of Communication for the Central, Northern and Southern Regions 
of NATO submitted their comprehensive feasibility reports to PBEIST in 
October I978.  The second phase of the PBEIST-LOC effort will concentrate 
on development of detailed movement plans for external reinforcement to 
NATO. 

Col located Operat inq_j3ase£ jCgOgsjK, The United States has authority 
to negotiate for use of a number of Allied bases needed to support US 
augmentation aircraft.  Technical arrangements for the use of many of 
these bases have been completed.  Negotiations for the remaining bases 
are In various stages of completion.  Requirements for Minimum Essential 
Facilities (MEF)(dispersal pavement and storage for munitions, POL and 
liquid oxygen) at bases have been identified at a cost of approximately 
$167 million.  Some of this total might not currently be eligible for 
NATO Infrastructure funding.  Because MEF are required to permit effective 
employment of augmentation forces, full operational capability at COBs 
will be delayed until these facilities are available. 

Forward Area Ordnance Support Bases for US Atlantic Fleet Forces. 
Experience in Southeast Asia proved the necessity for an in-theater capability 
to do minor maintenance, test and reissue of air-launched weapons.  There 
is no facility In the Eastern Atlantic Command (EASTLANT) area capable of 
performing maintenance of modern sophisticated ordnance.  During a prolonged 
period of advanced readiness or hostilities many air-launched weapons, 
torpedoes, and ship's missiles would require shipment to the US for relatively 
minor repairs.  V/e have Initiated a project to exchange components, and 
conduct ready-for-issue tests.  Arrangements have been made with the UK, 
The Netherlands, and Iceland; and the Supreme Allied Commander Atlantic 
(SACLANT) has submitted Infrastructure projects to provide or Improve 
necessary facilities.  These projects will provide an advanced underwater 
weapons laboratory, maintenance facilities for the Sea Sparrow and HARPOON 
missiles and a torpedo workshop and missile checkout facility. 
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Safe Havens for Battle-Damaged NATO Naval Ships.  In an engagement 
between NATO and Soviet naval ships in the North Atlantic, Allied ships 
would suffer structural, hull, and machinery damage.  Tows to Allied 
shipyards or repair facilities would permit further damage to these 
slow-moving targets.  To minimize these losses, we are working on estab- 
lishment of safe havens.  These safe havens would be relatively close to 
the battle areas but within the umbrella of air cover.  A joint SACLANT/US 
team has surveyed airfields and selected two locations as temporary bases 
for Strike Fleet (STRIKFLT) aircraft and for accessibility to a safe 
haven and repair facilities for a damaged carrier.  Plans are now underway 
to extend existing agreements to include these two locations^ to preposi- 
tion minimum essential equipment and materials necessary to sustain 
STRIKFLT; and submit projects through the NATO Infrastructure Program to 
provide increased POL and liquid oxygen storage, rapid recovery arresting 
gear, navigation aids (NAVAIDS), and airfield pavement improvements. 

Consolidated Procurement of POL (Petroleum, Oil, Lubricants).  Each 
NATO nation storing fuel In the Atlantic Command area presently contracts 
Independently.  US contracts are negotiated by the Defense Fuels Supply 
Center.  Consolidated fuel procurement by host country or Defense Fuels 
Supply Center (DFSC) has been suggested by The Netherlands for US, UK 
and Netherlands storage locations In the UK.  In response the US has 
offered to handle all procurement for the United Kingdom, The Netherlands 
and the US for storage locations used by all three nations in the UK. 
A reply Is awaited.  DoD is planning to further review requirements, 
prices, and resupply methods to determine whether increased savings and 
guaranteed availability could be achieved elsewhere.  Resupply could be 
accomplished on a rotational basis.  Use of common fuels at NATO depots 
wl11 be considered. 

Transfer of Zweibrucken-Huttenheim Pipeline.  During the past year 
the US approved return of the US-operated Zweibruecken-Huttenheim (Z-H) 
petroleum pipeline to Germany for transfer to NATO and Integration into 
NATO's Central Europe Pipeline System (CEPS).  The Z-H pipeline is a 55-mile 
network In Southwestern Germany which has three storage terminals.  Transfer 
Is scheduled for 1 August 1979-  This action Is a significant milestone in 
NATO logistics rationalization efforts.  The CEPS, which will be expanded 
by the Integration of the Z-H system, Is a useful model for other NATO 
multinational logistics programs. 

Mutual Use of Petroleum Terminals.  Certain petroleum tank farms 
in Germany have recently come under a US-German mutual support agreement. 
The agreement provides for peacetime Issue to US Forces of POL stocks from 
the German terminals located near US operating areas.  Negotiations are 
continuing for the possible extension of this arrangement. 
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Depot Maintenance of Equipment.  US Army Europe (USAREUR) and the FRG 
Army have continued bilateral planning for cross-servicing of USAREUR 
combat vehicles should workload and cost-effectiveness warrant.  The FRG 
has offered surplus maintenance capacity of 150,000 man-hours annually 
at the German Army Maintenance Plant in Juelich, Germany for repair of U? 
Army tactical wheeled vehicles.  Repair of US vehicles (35 2i-ton trucks) 
at Juelich started on 1 October 1978, and 260 M35 trucks will be repaired 
during FY79.  Repair parts, major assemblies and components are being 
furnished through US supply sources.  Continued utilization of the Juelich 
Maintenance Plant during FY 80 to the maximum 150,000 available man-hours 
Is expected.  In addition, available capacity at the Mainz contract-operated 
plant, in conjunction with other existing facilities in Germany, will provide 
sufficient capacity in the near term (through FY 81). Additional German 
support is not presently required.  Also, action is underway to enable the 
US to use the NATO Maintenance and Supply Agency (NAMSA) for depot maintenance 
of equipment as well as other logistics support (see Utilization of NAMSA). 

Maintenance of US Army Helicopters.  Germany has offered helicopter 
maintenance support to US forces through German civilian industry.  Objec- 
tives are to foster rationalization through the use of German civil 
resources and to reduce costs, such as savings In transportation to and 
from the United States.  A contract to convert 62 AH-IQ attack helicopters 
to AH-1S C0BRA/T0W was awarded in April 1978 to Dornier Aircraft Corporation, 
Munich.  As a result of a worldwide safety-of-f1ight problem on the T-63 
engine, a contract was awarded to Motoren and Turblnen Union, also in Munich, 
to repair 280 engines.  The first contract for 72 engines has been completed. 
Although there is nothing scheduled for FY 79, the US Army will continue to 
award aircraft maintenance contracts based on economic and readiness 
considerations as the need arises. 

Regional Purchase of European Non-Tactical Vehicles.  In January 1978 
the Secretary of Defense approved a program to procure vehicles from German 
sources for use by US Forces In Germany and the BENELUX.  A similar program 
is under discussion with the UK.  A feasibility and cost study was recently 
conducted in Britain, and the results are favorabe.  Program approval Is 
expected In early 79.  A similar program Is also being studied for Italy, 
Spain, Greece, and Turkey.  This standardization action will assure readi- 
ness, maintainability, and reliability of these vehicles and permit, during 
joint operations, war, or other emergency, the interchange with NATO allies 
of parts and services to repair damaged or inoperable vehicles.  The program 
Is estimated to amount to 15,000 vehicles valued at more than $190 million 
over a 7-year period. 

Legal Impediments to Mutual Support.  Generally speaking, procure- 
ment contracts with Individual Alliance nations and NATO organizations for 
supplies and services to support US Forces must conform to the same require- 
ments of law as apply to DoD contracts with private firms.  Likewise, any 
sales made to these nations and/or organizations must conform to the Arms 
Export Control Act.  Unfortunately, under simulated wartime conditions. 

B 
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mutual support \r\  areas such as POL, transportation, rations, billeting, 
exercise ammunition and training breaks down If every transaction must be 
handled under these detailed procedures.  In addition, some Allied govern- 
ments have objected to the use between sovereign governments of commercial- 
type contracts as well as to the clauses, terms and conditions which the 
US uses with commercial contracts.  This has become a very sensitive point 
In attempting to conclude support agreements with them.  DoD believes that 
these governments have a valid point and that In many instances government- 
to-government mutual support could be handled more efficiently and economically 
through International agreements with NATO governments and organizations. 
To solve these problems, both with respect to mutual support and with 
regard to certain other forms of procurement from Allied governments and 
agencies, DoD Introduced two legislative proposals In the 95th Congress. 

HR 11607 (DOD Proposal 95-86) was designed to solve the problem of 
mutual government-to-government support between the US and the NATO Allies. 
This proposed legislation would permit the US to negotiate bilateral agree- 
ments with NATO nations Instead of commercial-type contracts to cover the 
purchase, sale or loan/exchange of certain supplies, services and minor 
equipment for mutaal support of US and Allied forces in Europe and its 
adjacent waters.  This or similar legislation would greatly enhance Inter- 
operability between Alliance forces, a major Alliance goal.  Hearings on 
this bill were held by the special Subcommittee on NATO Standardization, 
Interoperability and Readiness of the House Armed Services Committee.  The 
bill has been revised In the light of views expressed by subcommittee 
members and will be resubmltted as DOD legislative proposal 96-^ for the 
96th Congress. 

HR 12837 (DOD Proposal 95-96) was introduced In the 95th Congress to 
facilitate the making of agreements with friendly foreign governments and 
International organizations In furtherance of the policies and directives 
concerning cooperation with NATO and other US allies. Hearings were held 
on the bill, and It Is presently being considered for resubmtssion to the 
96th Congress as DOD legislative proposal 96-5. 

Passage of these DoD proposals or similar legislation is Important to 
our continued NATO rationalization efforts and is a high-priority DoD and 
SACEUR objective. 

Mutual Transfer of Medical Facilities in Wartime.  U.S. Medical 
Command (USMEDCOM) operates fixed hospitals In the FRG which may not be 
required by US Army Europe In wartime and could be transferred to German 
control.  This bilateral project establishes a basis of understanding and 
develops procedures under which facilities suitable for use as hospitals 
held by the US and FRG In peacetime would be transferred to the other nation 
In time of war or advanced state of readiness.  The US and German Combat 
Logistics Support System (CLSS) Medical Coordinating Committee has developed 
a bilateral agreement to transfer medical facilities in time of war or 
advanced state of readiness. 
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IMPROVING WAR RESERVE STOCKS 

A major LTDP logistics program is designed to significantly Improve 
the war reserve stock position throughout the Alliance.  The program 
covers ammunition, POL (Petroleum, 011.Lubricants) and equipment. 

Establishing Ammunition War Reserve Stocks for an Adequate Number of 
Combat Days.  The LTDP sets as an objective the increase of war reserve 
munition stocks.  Central European nations are to eliminate their short- 
falls within the short term; the remaining nations have also set a target 
for this action.  The Northern and Central European nations should be 
able to accomplish their objectives within the timeframe. Without assistance 
Portugal and Turkey will probably be unable to fulfill their goals.  Generally, 
the United States already has sufficient stocks. 

Clarification/Simplification of Procedures for the Major NATO 
Commanders' Authority to Reallocate War Reserve Ammunition Stocks in 
an Emergency in War.  The authority currently given to Major NATO Com- 
manders to "reallocate In an emergency In war those resources put at their 
disposal by the nations" is limited In practice.  Legalistic and admin- 
istrative entanglements must be removed to maximize the usefulness of 
existing ammunition assets.  Defense Ministers agreed at the May 1978 
Ministerial to clarify these procedures.  At its October 78 meeting 
the Senior NATO Logistlcans Conference (SNLC) agreed to recommended changes 
to Military Committee policy documents which will help clarify the Major 
NATO Commanders' real location authority. 

Arrangements for NATO Nations to Earmark Ammunition for Use In War 
by NATO Commanders on a Regional Basis.  A further impediment to MNC's 
authority to reallocate ammunition stocks In an emergency during war is 
that stocks are nationally funded and owned.  Earmarking of certain 
quantities of stocks on a regional basis would contribute further to an 
effective capability for MNCs to reallocate in an emergency.  The MNCs 
and the SNLC are considering possible solutions to this problem as an 
LTDP action. 

Providing Well-Located Storage Facilities for Ammunition Stocks 
Including Acceleration of the Forward Storage Site Programs and Providing 
Additional Rear Area Storage.  This LTDP Initiative is designed to improve 
positioning of ammunition stocks and to Increase storage facilities to 
accommodate additional ammunition storage requirements.  Both NATO-funded 
initiatives and nationally funded efforts are underway toward attainment 
of program objectives. 
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Forward Storage Site Program^ NATO is constructing storage facili- 
ties to allow storage of wartime supplies close to Initial deployment 
positions.  Construction of these facilities is funded under the NATO 
Infrastructure Program, with land provided free by the host nations.  This 
program currently includes storage sites for US use, of which a number 
have already been funded.  The remaining sites have been recommended for 
accelerated funding in the 1979 and 1980 Increments (Slices 30 and 31) of 
the NATO Infrastructure Program.  The US has identified all site loca- 
tions, and host nation land acquisition actions are proceeding on an 
expedited basis in close coordination with the US.  Design of the sites 
is underway.  Construction of one of the sites was started in 1978 with 
completion scheduled for 1979-  Contracts will be let in 1979 on additional 
sites. 

In the context of additional rear area storage and joint use of facili- 
ties/storage sites, the US and the FRG are negotiating for US use of 
German-controlled storage sites outside the FRG.  One site in the FRG is 
Jointly occupied at the present time.  Legal details are currently being 
worked out. 

US Army Europe has a project to accommodate their increased storage 
requirements through use of additional storage space in other countries. 
Several sites have been offered by Luxembourg.  Negotiations are underway 
for the construction of controlled humidity warehouses and support facili- 
ties which will be operated under a service contract by a local commercial 
firm.  The US Army Europe has funds to proceed with formal procurement. 
The acquisition of storage space Is a high-priority I tern for host nation 
support.  Specific actions are dependent upon availability of funding at 
the appropriate time to support projected material delivery schedules. 

Arrangements to Guarantee Fuel Requirements for Allied Forces Prior 
to Hosti11 ties.  In the event of an embargo of crude oil in times of political 
tension military requirements for certain fuels will be in competition with 
national civil needs.  To guarantee that NATO's minimum military fuel require- 
ments will be met in tension/embargo situations, the Supreme Allied Commander 
Europe (SACEUR) has proposed that the NATO nations (1) earmark stocks to 
support national forces, (2) maximize civil/military bulk petroleum pipeline 
connections, (3) arrange through bilateral agreements and enabling legis- 
lation for host nation fuel support of external reinforcements, and (*)) 
develop further flexible NATO arrangements for POL, including a NATO oil- 
sharing plan. 

These measures are under detailed preparation In the NATO Petroleum 
Planning Comnlttee. We are actively supporting these measures as part of 
the LTDP and are pressing for positive response from the other NATO nations. 
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NATO Command-Controlled Stocks of Selected Armunition Items. The 
LTDP calls for a NATO study of a cooperatively-funded, command-controlled 
seven-day stockpile of selected ammunition items.  This stockpile would  ' 
be in addition to NATO agreed minimum stock levels.  SACEUR is 
conducting this study, and it Is hoped that the results can be brought 
before the NATO Defense Ministers at their December 1979 meeting. 

Improvements to Reserve Stocks of Selected Heavy Eauipmenf.  The 
LTDP calls for studies to improve reserve stocks of selected heavy equip- 
ment.  A study Is being conducted by SHAPE Technical Center and calls for 
defining the requirement and developing a methodology for determining levels 
of attrition stocks of heavy equipment to sustain the combat power of units 
at a reasonable level until they can be resupplled.  Completion Is expected 
In late 1980. 

ML^P.of War Reserve Fuel Stocks. The NATO nations are presently 
committed to hold a reserve stock of Fuels to support wartime efforts 
pending resupply.  The United States holds adequate stocks in reserve in 
Europe, but not all nations maintain the minimum level.  To improve NATO's 
capability to sustain combat, SACEUR has recommended that reserve bulk 
petroleum levels be expanded in hardened storage.  To achieve this new 
level nations must agree to commit the necessary resources.  Additional 
storage will be required, and NATO infrastructure rules must be amended to 
support the new stock level.  We will encourage the other Allies to fulfill 
their obligation to store the present minimum and work toward the new tarqet 
as part of the LTDP. y 

IHPROVEMENT OF NATO LOGISTICS ORGANIZATION 

The LTDP recognizes that the NATO lonlstlcs orqanization and staff 
structure needs substantial improvement  The present staff structure can 
at best provide only minimum planning and coordination of logistics func- 
»I?nSu ^  beneve that substantial staff strengthening is needed in the 
NATO Headquarters International Staff and in the staffs of the Major NATO 
Commands (MNCs), the Major Subordinate Commands (MSCs) and the Principal 
Subordinate Commands (PSCs).  The NATO Secretary General's proposal for 
increased logistics staffing on the International Staff (IS) and a new 
Assistant Secretary General for Infrastructure, Logistics and Council 
Operations was approved in late 1978.  An earlier success, reported last 
year, was formation of the Senior NATO Logisticians Conference (SNLC), which 
he d its first meeting early in 1978.  The. SNLC meets in both Civil and 
Military Sessions and is responsible for providing advice and policy on 
consumer logistics matters (as contrasted to production logistics, which 
Is handled by the Conference of National Armaments Directors) 
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Assistant Secretary General for Infrastructure. Logistics and 
Council Operation^ an_d_the^_N_ATO Headquarters Logistics Staff hTlate 
1978 NATO approved the establishment of a new Assistant Secretary General 
for Infrastructure, Logistics and Council Operations together with a 
Director of Logistics supported by a small staff.  This action was strongly 
supported by the United States and will for the first time provide a NATO 
Headquarters capability for pursuing Alliance logistics problems and 
better coordinating Alliance logistics actions.  It is expected that the 
new Assistant Secretary General and part of his logistics staff will be 
In place by Spring 1979.  The new Assistant Secretary General will become 
the permanent Chairman of the Civil Session of the SNLC. 

Logistics Staffs for NATO International Military Headquarters  The 
Long-Term Defense Program (iTDP)   includes an action to strengthen logistics 
staffs in the various NATO International Military Headquarters.  We will be 
supporting during the first half of 1979 a Manpower Survey by the NATO 
Military Authorities which will result In specific recommendations for 
this improved logistics staffing. 

Logistics Coordinating Capability for Allied Forces Northern 
Europe (AFNORTH) and Allied Forces Southern Europe" (AFSOUTH).  As ^a 
complementing objective to the establishment of a logistics coordinating 
capability in Allied Forces Central Europe (AFCENT), the recormendation 
to study the need for similar capability in the Northern and Southern 
Regions of Allied Command Europe was approved as part of the LTDP.  The 
proposed AFCENT concept for a multinational coordinating center has been 
provided to the Major Subordinate Commands (MSCs) of AFNORTH and AFSOUTH 
for their review and evaluation.  Each MSC must determine Its Individual 
requirement for a logistics coordinating capability. 

IMPROVING OTHER ALLIANCE SUPPORT ARRANGEMENTS 

While alliance support arrangements for logistics services are vital 
to successful harmonization of the communication zone, other support 
arrangements such as the following are necessary to further standardize 
and rationalize the logistics process. 

Munitions Consumption Rates.  In December 197B SACEUR published new 
guidance for stockage of ground munitions.  This increased the previous 
(1967)iStockage requirements for indirect fire weapons such as artillery 
while it decreased the requirement for antitank guided missiles.  Stockage 
requirements for tanks remain about the same.  SHAPE Is conducting an 
ATGM density and mix study to resolve differing opinions.  Revisions to 
ACE stockpile guidance on air-to-surface munitions, air-to-air munitions 
and heavy equipment are due ?n 1979.  The US typically stocks munitions 
and equipment in excess of the ACE guidance.  We expect no cost increase 
for the United States. 
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r^l..nUKPle?'S!''T'ent at Sea-  The Major NAT0 Commanders have identified 
replenishment at sea as an area in which improved Interoperablttv woufd 
enhance All ance mil itary effectiveness.  While ship oTthrl  In^Ire 

de trabl. P ?h M •' *Z^  0ften takeS ,0n^r ^n is operat o^" 
fr.1! l!' J  MaJOr NAT0 ^^"^rs continue to encourage replenishment 
at sea practice as often as possible during exercises  The All !^!T! 

IULMI f  ^ "9 at.tea' mj0-f]as  tankers have been identified as 
suitable for the mstallation of astern refueling rigs.  Such r qs have 

N^0eac^:n,!fStal,ed ^ ^ P^*™*  ^r  severalV and tv^ SK vessels 

MAMCA k..* u    J   ,  ..   services.  me US is the main supplier to 

NAMSA in accordance with NAMSA regulations and procedures.  At present 
the US may not legally contract with NAMSA. and we requtre new US IMIS- 

and will be resubmitted in a revised form earlv In tl* ot*l r    u>n9ress 

interim, we continue to explore possible uses for NAKKA in^i !n 
an expansion/revision of ^ssion^nd/o capa iUty  T^ ^ or'new'o^ PS 

grams for NAMSA are assisting in the logistics upPort^f7heNA?0 A rborne 
Early Warning and Control System and Host Nation ?upport/B aterl C^pi a 

INTEROPERABILITY 

and ma eHalf fAr^M? ?! T^T f the assemblV. component, spare parts, 
effe^fwl       !  Yel ,s the key to system Interoperability and 
wm  Iprove^ a  ma nte"an« cross-servicing.  ACSM standardization 
will .mprove the operat.onal effectiveness of NATO forces and will enhance 
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logistics support by eliminating unnecessary duplication.  It will also 
reduce logistics support costs and improve mobility.  Working groups have 
been established within NATO's Conference of National Armaments Directors 
(CNAD) to develop additional needed standardization agreements (STANAGS) 
and improve interoperability. 

Aircraft Cross-Servicmg^ The NATO Aircraft Cross-Servicing Program 
is designed to improve the capability of Alliance aircraft to recover at 
an allied airbase, other than the home base, refuel, rearm with allied 
munitions and be retasked for a subsequent mission.  This program has 
progressed rapidly, with cross-servicing having been exercised over 600 
times during 1978.  NATO has identified a common family of air-to-surface 
and air-to-air munitions for cross-servicing by NATO tactical air forces. 
Included in this common family are five US-developed munitions, three 
United Kingdom-developed munitions and three French-developed munitions. 
Almost all nations have programs to certify weapons for use on NATO tactical 
aircraft which is the first step in the cross-servicing program.  The FRG 
is leading the allied certification efforts and has certified five members 
of the common family of air-to-surface weapons.  Active loadcrew/aircrew 
exercises will continue to be expanded, particularly in the Central Region. 
As follow-on to the present interoperability approach of matching weapons 
to systems, we are pursuing the adoption of families of weapons systems. 

Fuel Standardization.  NATO's study of fuel standardization is 
continuing and already has resulted In standardization of fuel for land 
forces.  Naval fuel standardization Is well advanced; most dlesel-turblne- 
and steam-powered naval vessels already use or will be converted to use two 
standard Irtterchangeable diesel fuels widely available In world oil markets. 
NATO Is progressing rapidly on plans to convert from F-^O (JP-'O miHtary 
jet aircraft fuel, a naphtha-type fuel In widespread NATO use, to F-34 
(JP-8), a kerosene fuel In order to standardize aircraft fuel and permit 
use of commercial Jet aircraft fuel (with an additive). Most nations have 
Indicated a readiness to convert If the US, the largest user and original 
proponent of^F-40, Is willing to do so.  The US Air Force and US Army 
have as their'objective the orderly conversion from NATO F-40 to F-3k, 
the logistically preferred aircraft fuel for the European area. 

The USAF is planning full-scale conversion of US Air Forces in Europe 
(USAFE) aircraft.  The mid-CY 1980 timeframe Is emerging as the tentative 
target date to begin conversion on the Continent.  The USAF has determined 
that it is feasible to convert the F-15 aircraft engine to use F~5k  fuel. 
This conversion is nearly completed In the UK and will provide greater 
flexibility through the ability of US forces to fly and fight using a 
number of Jet fuels.  The US Army will require further testing and evalua- 
tion of F-3A fuel use In helicopters before a final decision can be made. 
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Conversion Is progressing well in the United Kingdom because F-3^ 
is that nation's primary fuel.  USAFE F-111E aircraft at Upper Heyford 
began using F-3A Fuel in August 1978.  USAFE bases in the UK are being 
converted as drawdown of F-kO  fuel and delivery of operational technical 
orders permit.  Over 50%  of the terminals have been converted to F-3i* and 
all should be completed by April 1979.  The NATO Fuels Working Group will 
meet in February 1979 to discuss the conversion schedule for the European 
Continent which is expected to take 2-3 years to complete.  The Navy, which 
currently uses F-kk   (JP-5), does not plan to convert to F-3'f because of 
safety considerations aboard ships.  However, Naval aircraft can be 
refueled with F-3it as necessary. 

Interoperability of LN-12 Inertial Navigation System (INS) for 
F/RF-4 Ai rcraft.  Headquarters USAFE is working with the German Air Force 
(GAF) on the LN-12 inertial navigation system, including maintenance of 
the LN-12 system Installed on all F/RF-4 aircraft.  This will enhance 
readiness, improve LN-12 performance, and reduce operating costs for the 
INS system.  The Germans are hesitant to participate in a cross-mainten- 
ance agreement to cover the LN-12 INS because they believe it would entail 
degrading the performance of their systems.  If the USAF can improve the 
performance of the LN-12, the GAF is more than willing to enter into a 
cross-maintenance agreement with USAFE.  The US is considering a proposal 
to allow USAFE to use the GAF contract depot repair facility.  As the 
performance of the USAFE LN-12 systems Improves, the door for further 
interoperability at the wing level will be opened. 

Interchangeable Ammunition.  The Interchangeabi1ity and standardiza- 
tion of ammunition within NATO Is critically important to the Improvement 
of operational capability, force flexibility, and slmplication of the 
logistics system.  Although the problems have been identified, the resolu- 
tion process is slow due to the difficulties In reaching total accord In 
such areas as characteristics, manufacturing processes and safety standards. 
Several projects are underway between NATO nations.  These are aimed at 
decreasing the variety of weapons with different calibers or other character- 
istics and Increasing the interchangeabi1Ity of ammunition of the same 
caliber.  Emphasis is being placed on rifle, 155mm howitzer, and tank gun 
ammunition.  (Details are reported in Sections V and VI).  During 1978 the 
United States Army Europe (USAREUR) and the Department of the Army materiel 
Development and Readiness Command (DARCOM) conducted. In conjunction with 
Allied national agencies, safety certification of currently fielded 
Allied-manufactured artillery and tank gun ammunition for use in peacetime 
training.  Separate bilateral agreements have been signed with Germany, the 
United Kingdom, Canada, and The Netherlands.  US and German Army Artillery 
units have exchanged both 155mm and 8-Inch ammunition and conducted firings 
without Incident.  This demonstrated interchangeabi1Ity between US- and 
German-manufactured ammunition. 

NATO Standardization Agreements (STANAGS).  NATO STANAGS enhance the 
Interoperability of NATO forces through greater commonality of materiel 
and of operational, logistics and administrative procedures.  They also 
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brfnq about certain economies in design, engineering, development, 
procurement, production, and logistics support. At least half of the 700 
existing NATO STANAGS pertain to materiel.  There is, however, a great need 
for additional STANAGS for materiel, especially at the level of assemblies, 
components, spare parts and materials (ACSM).  Studies In the materiel 
area show that there are deficiencies In the NATO STANAGS system.  The 
number of materiel STANAGS Is insufficient to support the materiel needs 
of a 15-natIon alliance.  Many existing STANAGS have not been ratified and 
Implemented by a large enough base of NATO nations to be effective.  In 
addition, many STANAGS do not require the retrofit or modification of 
existing equipment due to inclusion of a "no retrofit" clause. A majority 
of the materiel STANAGS used by NATO's Air Forces contain "no retrofit" 
clauses.  This reduces the effectiveness of STANAGS except for new equipment. 

NATO has taken several steps to remedy these deficiencies. It is 
testing a system for monitoring STANAG implementation which will better 
inform NATO and national authorities on the status of ratification and 
implementation by each member nation. The "no retrofit" clause is not 
being Included In new STANAGS and is considered for deletion during reviews 
of current STANAGS.  A library of STANAGS has been created at the Head- 
quarters of the US Army Europe {USAREUR), and copies are being provided 
throughout £he command where required.  Key USAREUR personnel are attending 
NATO Working Party Meetings at Headquarters NATO as advisors, and USAREUR 
is actively involved In the US staffing of all STANAGS and Allied Publi- 
cations as they are being developed and amended.  In response to a US 
recommendation NATO has formed under the Conference of National Armaments 
Directors a Group on Material Standardization to plan, manage, and over- 
see preparation of STANAGS by other groups and committees and to oversee 
future long- and short-term NATO actions pertaining to STANAGS. The 
Group is now developing plans for improving standardization and inter- 
operabl!Ity among NATO forces by Increasing the number of STANAGS in the 
materiel area, by expanding the subjects covered, and by looking into 
already existing international standards In the private sector which can 
be adopted and used by NATO without further preparations. The Group is 
concentrating Its attention in the areas of assemblies, components, 
spare parts and materials (ACSM) and in the related areas of engineering 
practices and metrication. The Group has assigned to participating 
nations tasks for the development of master plans for production of STANAGS 
In the following areas: 

AREA BEING PREPARED BY 

Mechanical United States 
Chemical Germany 
Materials France 
Electronic United Kingdom 
Aeronautical Not yet assigned. 
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Projects are also underway to develop STANAGS pertaining to configuration 
management, metrication and engineering drawing practices.  The Group has 
also participated In the conduct of studies to find the solution to pro- 
blems presented by NATO's Military Agency for Standardization (MAS). 

NATO Use of Other International Standardization Agreements.  The 
US Is also looking toward Increased emphasis on Incorporating other related 
military International standardization programs Into the NATO program. 
Standards developed by the Amerlcan/BrltIsh/Canadian/Australian (ABCA) 
Armies Standardization Program, the ABCA Naval Quadripartite Standardiza- 
tion Program, and the Air Standardization Coordinating Committee (ASCC) 
are being considered for Increased use In developing a basis for NATO 
STANAGS.  Also being considered Is a means to adopt for NATO use certain 
standards which have been developed by non-government international 
organizations such as the International Organization for Standardization 
(ISO), the International Electrotechnical Cotmlsslon (lEC), the Inter- 
national Special Committee on Radio Interference (CISPR) and other similar 
standards writing groups. 

US/POD LOGISTICS MASTER PLAN (LOGMAP) 

The DoD LOGMAP was approved for Implementation In July 1978.  The 
LOGMAP is designed to help achieve DoD objectives for US/NATO logistics 
and Integrate these actions along with other DoD priorities Into the 
ongoing DoD Management System for programnlng and funding.  As a result 
of Ministerial and Heads of Government approval of the LTDP in May 1978, 
the US LOGMAP Is being reorganized to Insure that all LTDP logistics 
follow-through actions Involving the US are Included In the LOGMAP.  This 
revision to the LOGMAP will be completed early In 1979 and will make the 
LOGMAP more responsive to NATO LTDP reporting and tracking requirements. 

NATO INFRASTRUCTURE 

The NATO Infrastructure Program provides the facilities which are 
necessary to support NATO military forces and are intended for commmon 
use or have a high degree of comnon Interest.  It covers such varied Items 
as airfields, air defense facilities, communications, missile sites, war 
headquarters, nuclear storage sites, pipelines, and POL depots.  It does 
not normally cover general-purpose depots, troop billets, and other logistics 
support facilities closely related to national standards and practices 
although a one-time exception was made to fund such facilities from this 
program as reimbursement for certain of the US costs for relocation from 
France. 

The NATO commonly funded Infrastructure Program was Inaugurated by 
the North Atlantic Council In 1951 as a follow-on to a similar program 
begun In 1950 by the Western European Union countries.  It has been a most 
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successful common endeavor and has been credited with fostering a large 
part of the cohesion among the Allies.  Essential military facilities 
costing about $5.3 billion are currently under construction or completed, 
and facilities worth another $1.8 billion are prograirmed.  The program 
has given NATO a network of modern airfields, an efficient system of POL 
distribution and storage, common communications without which the NATO 
command structure could not function, essential air defense warning Instal- 
lations, and naval navigational aids.  By Jointly financing these and 
other types of facilities designed to enhance the effectiveness of NATO 
forces, NATO nations have demonstrated In a most realistic way their 
determination to provide for the common defense.  For national use projects, 
such as airfields, the US has been very successful In recent years In 
securing a large proportion of projects for support of US forces.  Recent 
annual programs, or "slices," have provided, on the average, over $5 
worth of facilities for US forces for every $3 of US contribution to 
single- and Joint-user projects. 

We consider It highly Important that NATO agree on a igSO-igS'* 
Infrastructure celling high enough to provide vital facilities to support 
our collective defense posture, meet key LTDP commitments, and absorb the 
construction backlog which has resulted from previous underfundlng for 
rapid ground and air reinforcement.  This will be feasible only if our 
Allies help provide the necessary European facilities for them as agreed 
In the LTDP. 

Congressional Consideration of FY 1979 NATO Infrastructure/US 
Military Construction (MILCON) Request.  Congress approved what was requested 
for the US share of NATO Infrastructure but substantially less than requested 
for unilateral funding In the US MILCON program.  These actions were taken 
to encourage multilateral rather than unilateral funding of military faci- 
lities In Europe required by US Forces.  The FY 1979 MILCON programs for 
US unilateral funding authorized In Europe totalled $260 million, distributed 
$21'»M Army, $10M Navy and $36M Air Force. This represents about f>0%  of 
programs requested.  In making these substantial reductions. Congressional 
reports Indicate that some projects were approved for FY 1979 only to avoid 
unacceptable delays In readiness and to provide the basis for an orderly 
transition to the newly-agreed Congressional policy that future construction 
requirements which fall within the purview of the NATO Infrastructure 
Program should be funded directly by that Program.  In the future such 
projects would be considered for US unilateral funding (prefinancing) only 
on an exceptional basis, and the Appropriations Conferees indicated that 
prior to construction there should be Alliance agreement on recoupment of 
US funds used for prefinancing within a reasonable period of time.  The 
Congress also Indicated dissatisfaction with the slow rate of recoupment 
from NATO Infrastructure for projects preflnanced In previous years. 

Actions Being Taken by DoD.  An analysis of factors Influencing 
substantial reductions by Congress In FY 79 MILCON programs In Europe 
Indicated the need for a much more comprehensive and Integrated review 
of future proposed construction programs in Europe. 
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In October 1978, Secretary Duncan directed Improved procedures for 
review and analysts of mintary construction programs In Europe, Including 
NATO Infrastructure.  ASD(MRA&L) will have overall responsibility for 
management of the European construction program, both appropriated and 
Infrastructure funded. 

In accordance with Congressional desires the proposed FY I98O MILCON 
projects for Europe have been reviewed to ensure that they are consistent 
with priorities established by CINCEUR and do not contain projects that 
should be provided from Infrastructure. A major objective of the review 
process for FY 1980 MILCON has been to reduce US unilateral funding of 
NATO eligible projects. 

In the negotiations currently underway at NATO Headquarters we are 
seeking a substantial Increase In the next five-year (CY 1980-198't) 
financial celling for NATO Infrastructure. This should provide for a 
more rapid rate of recoupment for projects preflnanced In prior years. 
Although the next few years will require substantial construction Invest- 
ments In Europe to meet LTDP objectives and therefore may not permit as 
rapid a liquidation of current unrecouped total as we would like, our 
action to seek reasonable recoupments in later years (FY I98I and later) should 
halt the present growth and provide for Its orderly liquidation.  We must 
also recognize that there will be a concomitant rise In our annual contri- 
butions to the expanded NATO Infrastructure program. 

We must, however, continue prefinancing some construction because 
of our Inability to gain NATO funding for all projects as quickly as needed. 
In each case of a project submitted for US MILCON funding a convincing 
rationale will be provided to justify Its prefinancing within the Military 
Construction Program (MCP) on grounds of military urgency.  In other cases 
unilateral US financing of selected projects may be proposed Ff economic 
analysis Indicates that seeking their Inclusion within Infrastructure would 

not be practicable. 

Although the US weighed In heavily for a significant Increase In the 
financial celling, no decision was reached at the December 1978 Ministerial 
on either financial celling or national cost shares for the next five-year 
(1980-1984) NATO Infrastructure Program. This subject has been remanded 
to the NATO Infrastructure Committee, and we are hopeful that NATO nations 
will be able to agree on terms of the next program by the time of the next 
Ministerial In May 1979. 

The US continues to support the need for a substantially Increased 
program for the next five-year period. A substantial program Is needed 
to provide continuity of the Individual programs that make up the NATO 
Integrated Communications System (NICS). 
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In addition, the program should provide for ground support facilities 
concurrently for advanced weapons systems being procured or upgraded by 
NATO nations; hardened facilities to protect aircraft, vehicles and 
operation centers: needed facilities to support LTDP programs such as 
reception for external reinforcements; and storage facilities for war 
reserve materiel including POMCUS. We favor a program of 1.5 billion 
Infrastructure Accounting Units (lAU) ($6.7 billion).  Within the overall 
ceiling for the new program, we are working to achieve a Reinforcement 
Support Program to provide facilities such as ammunition and war reserve 
storage.  This is also needed to permit flexibility in adjusting effective 
cost shares.  A larger Infrastructure program — to support LTDP, other 
improvements, and more US operational projects will require us to offer 
an Increase in our effective cost share from 21.56^ up to 25?, but only 
if the ceiling is adequate. 

Construction of adequate facilities in Europe is key to many of our 
NATO initiatives.  Therefore, the European construction program will 
continue to receive constant, high-level management attention in DoD. We 
will also need the understanding and support of Congressional Committees 
reviewing our MILCON/NATO Infrastructure requests. 
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V.  ACHIEVING ALLIANCE STANDARDIZATION/INTEROPERABILITY OF WEAPONS SYSTEMS 

INTRODUCTION 

In the last ten years the Alliance has gone from superior tech- 
nology In most weapon systems to a situation In which the Warsaw Pact 
has at least equal quality In many of the weapon systems fielded today 
This relative Increase In Warsaw Pact strength is not surprising when one 
considers that the Pact spends some $18B annually on military RtD while 
NATO spends around $158, some of which Includes significant duplication 
of effort.  Moreover, much of this duplication of effort has resulted In 
weapon systems which are not standardization nor even Interoperable on the 
battlefield. 

This Is a very difficult problem to resolve but in the past year 
we have made some progress toward correcting it through increased coopera- 
tion In armaments acquisition and improved weapons harmonization. 

(1) Through the LTDP (discussed in Section 11) the 
Alliance has initiated action in a number of areas where harmonized 
equipment and weapons are needed. 

(2) In concert with our NATO allies DoD is pursuing a 
triad of approaches to arms cooperation:  general procurement memoranda 
of understanding (MOUs) facilitating reciprocal defense trade, dual pro- 
duction of weapon systems already developed, and the family of weapons 
concept for new weapons to be developed. 

(3) The Conference of National Armaments Directors, the 
primary forum for armaments cooperation in the Alliance, has established 
several new NATO cooperative projects, is moving toward establishing a 
NATO Periodic Armaments Planning System, and is making progress in a 
number of other arms cooperation areas. 

(*) While progress was slow Initially, the Transatlantic 
Dialogue with the Independent European Program Group (IEPG) is proving 
a useful forum for exchange of Information and development of pollev 
Issues. 7 

(5) Interoperability of forces Is increasing, especially 
In the five priority areas designated by the US Joint Chiefs of Staff and 
the NATO Military Comnittee. 

(6) NATO approved the AWACS program. 

(7) Congress continues to provide essential support. 
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POD PRIMARY APPROACHES TO ARMS COOPERATION 

After more than a year of planning, discussing, and negotiating, 
DoD has evolved three primary approaches for cooperative development and 
production of armaments to Implement the armaments aspects of the NATO 
Initiatives Introduced by President Carter at the London Summit In 1977. 
These approaches are general procurement MOUs between the US and each 
NATO nation In order to expand reciprocal trade In defense Items; seeking 
dual production of weapon systems already or nearly developed so that 
the best systems are available to all; and seeking family of weapons 
agreements for sharing weapons development In order to avoid dupllcatlve 
research and development (R&D) programs. 

The purposes of the general MOUs are to encourage bilateral arms 
cooperation and weapons harmonization.  A major goal Is the reduction of 
national barriers to fair competition by NATO defense Industries by 
reciprocal waivers of various "buy national" requirements and practices. 
Using the UK-US agreement as the initial model, we have completed agree- 
ments with seven NATO nations, and five others have expressed Interest 
In negotiations. 

Dual production is the production of the same weapon system on both 
sides of the Atlantic.  Under this approach, a nation that has developed 
a system useful to the Alliance would permit others to produce the system, 
thereby avoiding the need to develop a similar system.  The US is presently 
involved in such arrangements on the French/German-developed ROLAND and 
has offered for European production the AIM-9L air-to-air missile, the 
COPPERHEAD laser-guided artillery projectile, and the STINGER shoulder- 
launched surface-to-air missile. 

The essence of the family of weapons approach Is to avoid duplicative 
R&D and, where practicable, production by early agreement among nations on 
the responsibility for developing the weapon systems of the family.  As we 
envision the implementation of this concept, participating NATO nations 
would group weapons with similar missions and then agree on which nations 
would take the lead for development.  Each developing nation would make 
available the weapon system to the other nations or would provide a data 
package for coassembly or coproduction. This concept Is being discussed 
with the nations within the context of the Transatlantic Dialogue with the 
IEPG. 

Fundamental to the long-run success of these approaches Is the Improve- 
ment of the management structure for arms cooperation within the Alliance. 
The US efforts toward this end are described later In this section under 
the Periodic Armaments Planning System. 
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CONFERENCE OF NATIONAL ARMAMENTS DIRECTORS 

As the principal forum for armaments cooperation within the 
Alliance, the Conference of National Armaments Directors (CNAD) Is 
responsible for monitoring the weapons acquisition activities of the 
nations and for providing a structure for cooperation and Information 
exchange through Its subordinate bodies.  The CNAD has continued to stress 
the need for greater standardization/Interoperability through Improved 
cooperation, more efficient procurement of military equipment, and pro- 
motion of a strong All lance-wide Industrial and technological capability. 
Over the past year the CNAD was Instrumental In the progress made In 
a number of armaments cooperations areas. These Include the Transatlantic 
Dialogue, Intellectual property rights, aircraft cross-servicing, quality 
assurance, material standardization, and long-term planning as well as 
specific equipment programs. 

Much of the CNAD work Is done In the Main Groups:  The Naval, Army, 
and Air Force Armaments Groups, the Trl-Servlce Group on Communications 
and Electronics Equipment, the Trl-Servlce Group on Air Defense, and the 
Defense Research Group.  The purposes of these groups are to exchange 
Information and Identify opportunities for cooperation, to formulate and 
lay the groundwork for common projects, to review and seek solutions to 
Interoperability. 

At Its fall 1978 meeting the CNAD, having reviewed those aspects 
of the LTDP which offered areas for greater equipment cooperation, tasked 
its Main Groups to pursue vigorously 38 LTDP measures and will continue 
to review the LTDP for additional opportunities in this regard.  In addi- 
tion, the CNAD has been assigned action on most of the agreed measures in 
the rationalization program area of the LTDP.  Some of these measures are 
discussed below.  In the meantime agreements were reached among various 
groupings of Allies to participate in cooperative programs for a NATO 
Anti-Surface Ship Missile (ASSM), an Explosive Resistant Multi-influence 
Sweep System (ERMISS), a Small Surf»ce-to-Air Ship Self Defense System 
(NATO 6-S), Torpedo NEART1P Conversion, Aircraft Cross-Servicing, Small 
Arms Ammunition and NATO AWACS.  Three new NATO Projects were established: 
the satellite-based worldwide positioning and navigation system (NAVSTAR), 
the PATRIOT surface-to-air missile system, and cooperative support of the 
76/62 0T0 MELARA compact gun system.  In the high-priority area of command 
and control the Tri-Service Group on Communications and Electronics Equip- 
ment has several subgroups working on the interoperability aspects of 
tactical area communications and tactical radio equipment, multifunctional 
information distribution systems, and a future NATO identification system. 
Continuing its program of information exchange and scientific studies, 
the Defense Research Group completed long-term studies in new technologies 
for the design of high speed vessels and counter-mobility. 

At the spring 1978 CNAD meeting, the Study Group on Intellectual 
Property Rights in the Field of Licensing and Coproduction provided the 
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nations with a set of provisional guidelines which could, when implemented, 
contribute significantly to the reduction of barriers to armaments coopera- 
tion and weapons harmonization. Recognizing that for economic, legal, and 
practical reasons complete solutions to licensing and coproduction problems 
will be difficult to attain, the CHAD referred the guidelines to the NATO 
Industrial Advisory firoup for additional coordination and to the nations 
for their consideration. 

Fundamental to interoperability and the ease of cooperation in 
armaments are standardized policies, procedures, and programs in the 
areas of quality assurance and assemblies, components, spare parts, and 
materials.  Established In 1971, the CNAD Group on Quality Assurance has 
been Instrumental In the development of NATO standardization agreements 
and publications on quality assurance.  The CNAD Group on Material 
Standardization, consisting of senior national representatives responsible 
for such activities within their own defense establishments, has worked 
since 1977 to develop an effective NATO policy and program for material 
standardization and to promote the utilization of existing international 
and national Industrial and military standards and specifications. 

Perhaps the most far-reaching development In CNAD this year Is the 
acceptance of a framework for a NATO Periodic Armaments Planning System 
(PAPS).  Accepting the principle of national sovereignty In equipment 
decisions and the need to utilize existing Alliance structure without 
radical change, a CNAD study group developed a PAPS which promises Improved 
means of achieving and maintaining cooperation In R&D and procurement 
efforts.  The system uses mission needs Identified by national or NATO 
military authorities as catalysts to set into motion the activities of 
the CNAD main groups.  The study group is presently developing the linkages 
between the PAPS and the NATO planning process, as well as with the 
national acquisition processes.  The objective is a systematic procedure 
to Identify Alliance mission needs setting forth military problems for 
which the CNAD would seek cooperatively developed equipment solutions. 
A second element of the PAPS would provide the nations and NATO agencies 
feedback on the weapon systems throughout the systems' life cycles. 

The Study Group has been tasked to prepare a plan for a one-year 
trial Implementation to begin after the Spring 79 CNAD. When fully 
Implemented, the system would Include: 

(1) Timely development of mission need documents which 
would guide the activities of the CNAD and Influence national weapons 
acquisition plans at the early stage of their formulation. 

(2) A means to prepare systematically NATO acquisition 
strategies which would form the basis for both national and multi- 
national programs to meet the mission needs. 

(3) Management review procedures to assess progress on 
cooperative programs at critical milestones and monitor the degree to 
which weapons harmonization Is being achieved Alllance-wlde. 
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A related system, presently under trial In the Alliance, Is the 
NATO Armaments Planning Review (NAPR), which would help Identify reqt'fre- 
ments for weapons harmonization and opportunities for arms cooperation 
from a review of national plans.  As this system Is Implemented and 
refined. It will be Integrated Into the management review procedures of 
the PAPS as well as provide an additional source of Information and 
guidance for the mission-need definition phase of the overall PAPS 
system. 

A NATO weapons planning and management process of this k'nd would 
provide more efficient means for the CNAD to perform Its tasks of 
monitoring weapons acquisition by the nations and of providing a formal 
basis for cooperation and Information exchange.  Moreover, It will 
provide to the nations a more effective means of developing cooperative 
activities that will lead to increased military capability, more 
effective use of Ail lance-wide resources, and Improved Alliance 
solIdarity. 

TRANSATLANTIC DIALOGUE WITH THE INDEPENDENT EUROPEAN PROGRAM GROUP 

Since February 1976 the European members of the Alliance, Including 
France, have participated In an effort to rationalize the European defense 
sector and Increase the ability of the European nations to participate 
In cooperative programs with the United States on a more equal footing. 
Although at a fairly early stage of development, the iEPG has become the 
principal European forum for Intra-European equipment matters, and the 
work formerly done In these areas by the EUROGROUP has been passed to 
the IEPG. 

Like the CNAD, much of the work of the IEPG is done in subordinate 
groups.  The equipment planning panel, using a comparative analysis of 
major European equipment requirements, has identified medium mortars and 
155nm artillery as areas of potential cooperation.  The specific projects 
panel oversees four subgroups and ten exploratory groups studying the 
possibilities of cooperation In tank ammunition, tactical combat aircraft, 
short-range unguided antitank missiles, mine hunter ships, land mine 
systems, torpedoes, helicopters, antitank missiles, mine sweepers, naval 
mines, very low-level man-portable surface-to-air guided weapons, medium 
mortars, and long-range maritime patrol aircraft.  A third panel has 
focused its attention on guidelines for equipment collaboration, means 
to involve those nations without major defense industries, and a possible 
conmon code for arms exports. 

In the spring of 1978 the Transatlantic Dialogue (TAD) between the 
IEPG and the North American Allies began to take concrete form.  The 
initial topics Identified by the IEPG for consideration were obstacles 
facing the European defense industry in selling to the US defense market, 
US and Candlan procurement of supplies In Europe, and the exchange of 
equipment replacement schedules.  Since then the dialogue has already 
expanded Its scope toward the issues fundamental to Alliance-wide arms 
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cooperation.  During the October session of the TAD, Dr. Perry, the Under 
Secretary of Defense for Research and Engineering, presented a comprehensive 
policy statement (discussed above) on arms cooperation, focusing on achieving 
transatlantic cooperation through reciprocal procurement MOUs, dual produc- 
tion of developed .systems, and Implementation of the family of weapons 
concept.  This statement was well received by the IEPG and will form the 
basis for further discussions and activities in the TAD.  The TAD, constituted 
at the Deputy National Armaments Director level, provides a forum in which 
to deal with economics and political Issues In armaments cooperation not 
susceptible to resolution in the other CNAD fora. 

INTFROPERABILITY 

The Joint Chiefs of Staff and the NATO Military Committee have estab- 
lished five standardization/interoperability priority areas:  command, 
control, and communications; cross-servicing of aircraft; Interchangeable 
ammunition; compatible battlefield surveillance/target designation/target 
acquisition; and standardization/interoperability of components and spare 
parts.  V/ithin these areas our intention Is initially to seek Interoperability 
where necessary and standardization where possible, especially where there 
Is promise of significant payoff In military and cost effectiveness, a'nd 
In the long term to seek standardization through cooperative acquisition 
efforts. 

Specific efforts to Increase interoperability in these areas are 
discussed In other sections as indicated below: 

(1) Command, Control, and Communications.  (See Section Mi) 

(2) Cross-Servicing of Aircraft.  (See Section IV) 

(3) Interchangeable Ground Battlefield Artillery Ammunition. 
(See Section IV) 

rM  Battlefield Surveillance/Target Designation/Target 

Acquisition.  (See Section Vl) 

(5)  Standardization/Interoperability of Components and 

Spare Parts.  (See Section IV) 

Essential to equipment interoperability as wel1 as to rationalization 
as a whole Is the existence of compatible doctrines, tactics, and procedures. 
With no single effective focal point In NATO to develop such uniformity, 
the Services have each approached the task by various routes and emphases. 
The Navy, with a body of previously harmonized doctrine and procedures, 
relies upon the machinery of the NATO Naval Armaments Group to develop the 
underlying conceptual basis for common naval equipment.  Without a similar 
basis, the Army and the Air Force have sought other means.  The Army Is In 
the midst of staff talks with the FRG, UK and France designed to develop 
compatible doctrine leading to specific armaments cooperation, as well as to 
other rationalization objectives. Army and the Air Force are developing Allied 
Tactical Publications (ATPs).  (For additional details see the military doctrine 

part of Section VIII.) 
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AIRBORNE EARLY WARNtNG AND CONTROL (AEV&C) PROGRAM 

NATO Defense Ministers formally approved the NATO AEW£C program 
during their 5-6 December 1978 Defense Planning Committee (DPC) meeting 
in Brussels.  The program wi11 encompass the acquisition of 18 E-3A AWACS 
(Airborne Warning and Control System) and associated support equipment, 
modification of 52 existing ground radar sites to make them fully com- 
patible with AWACS and construction/refurbishment of neces-sary support 
facilities.  The United Kingdom wi11 also provide 11 NIMROD Airborne 
Early Warning (AEW) aircraft as an "in kind" contribution;to the aircraft 
acquisition portion of the composite Alliance program. 

Formal approval, of the program fay NATO is documented in a Multilateral 
Memorandum of Understanding (MMOU) signed by all NATO Defense Ministers 
with the exceptions of those from Belgium and France.  Belgium was unable 
to sign the MMOU at the December DPC because it had only a transitional 
government at the t.imet  It is hoped, however, that Belgium will be 
able to join its Allies early in 1979-  France could elect to join as a 
subscriber to the program in the future.  DoD is. currently seeking 
Congressional approval, for US participation.  In the meantime development 
is continuing to protect production schedules and cost base 1Ines unti1 
ail participating nations can commit funds to full program go-ahead. 

The multinational NATO AWACS program will be the largest, single 
commonly-funded project ever undertaken by the Alliance.  In taking this 
crucial step to counter the Warsaw Pact lowHevel air threat, NATO has 
demonstrated its military and political solidarity. 

DoD INTERNAL IMPLEMENTATION OF NATO STANDARDIZATION POLICIES 

DoD initiatives to further its NATO standardization goals are directed Hi 
along two paths:  implementing policy and procedural changes within the iffl 
Department and seeking Alliance cooperation through the approaches discussed M 

Implementation within DoD. We are achieving better organizational focus 
on the policy and procedural implications and to modify DoO systems 
and procedures where necessary to ensure effective implementation of 
standardization/interoperability policy.  DoD Directive 2010.$, 
Standardization and Interoperability of Weapon Systems andtquipment 
Within NATO, originally published in March 1977, is under revision and 
will be published in early 1979- Major changes in the revision include 
new policy statements on the US commitment to interoperabi1ity with the 
forces of the NATO Alliance; the importance of codevelopment and copro- 
duction programs in implementing general and reciprocal MQUs; the need 
for more open competition within Al1iance industry, including access to 
techn.cal information on a need-to-know, case-by-case basis; consideration 
?I™ Possible impact on the US economy of technology transfers as we 
increase the effectiveness of such transfers to our Allies; and more 
specify guidelines for NATO RSI in weapons system acquisition 
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DoD Steering Group for NATO Rationalization/Standardization, which 
plays a major coordinating role in the development and implementation of 
the LTDP, is being augmented by the creation of a temporary Steering 
Committee on Armaments Cooperation led by the Under Secretary of Defense 
for Research and Engineering. The Service Departments have established 
small organizations to focus on RSI and to coordinate their internal 
policies and actions. Development of the LTDP has led to increased 
awareness of the issues and problems of NATO S/l and, by highlighting 38 
potential cooperative programs, has helped to revitalize the role of the 
Departments in the CHAD Main Armament Groups. 

Effective long-term implementation requires continual identification 
and monitoring of cooperative programs. Until the CNAD can better help 
to perform these functions, the DOD acquisition system must do the task 
essentially alone. The DOD acquisition process is outlined in two DoD 
Directives (5000.1 and 5000.2), which are being rewritten since the pub- 
lication of DoD Directive 2010.6 to reflect the NATO S/l policies.  Key 
to implementing the DoD RSI Directive 2010.6, is the use of the Defense 
Systems Acquisition Review Council (DSARC) process. This process has 
continued to develop as the primary monitoring and management means of 
our cooperative efforts. 

As the Mission Element Needs Statement (MENS) has become a major 
milestone of the DSARC process, so has the need to consider in that state- 
ment the RSI implications and then to design, if appropriate, an effective 
plan to ensure NATO S/l, For systems with a total or partial application 
to NATO, RSI is a fundamental part of the acquisition strategy.  Following 
the initial go-ahead, the weapon system program, as it moves along the 
acquisition cycle, is continually reviewed for the implementation of the plan. 

As the PAPS is implemented, our weapons acquisition process, from 
identification of mission needs through the entire life cycle of each 
weapon will be linked to an Alliance RSI coordinating and information 
supplying system. While the decisions will remain national, the aware- 
ness of the needs of the Alliance and other nations and the existence of 
more efficient CNAD cooperative bodies will simplify the development and 
implementation of RSI plans. 

Defense Science Board 1978 Summer Study. USDR6E gave the Defense 
Science Board (DSB) two tasks: 

(1) To review the goals and objectives underpinning NATO 
interoperability and standardization policies and programs. 

(2) To determine specific actions that the US government 
and US industry could take to better achieve stated goals and objectives. 
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The study approach was to review current US and NATO procedures, 
policies, and perspectives; to assess US industry interests, perceptions, 
experience, and problems with arms cooperation; to analyze the implications 
of technology sharing and technology transfer as a central aspect of arms 
collaboration; and to develop a consensus on the critical factors and 
issues affecting US approaches to armaments collaboration. 

Although DoD consideration of the recommendations from the DSB is 
not yet completed, many of the DoD actions since the DSB meetings this 
summer reflect the ideas, concerns, and experiences of the meetings.  The 
conclusions of the DSB are: 

(1) US policy on armaments collaboration should give at 
least comparable weight and emphasis to interoperability as to standardi- 
zation of complete systems. 

(2) The present DpD. program of armaments collaboration - 
tied on bilateral defense procurement MOUs, dual production, and the 

family of weapons concept - is a beginning that should be broadened to 
giv«> emphasis to codevelopment and coproduction. 

(3) An approach based on codevelopment and coproduction 
affords the best opportunity to build strong industrial and national in- 
centives into collaboration and to maintain healthy competition. 

CO  Both the US and European NATO states are in formative 
periods with respect to armaments collaboration and the US should remain 
open and flexible and consider a range of approaches to standardization 
and interoperability and learn from experience. 

(5) Certain US governmental procedures and regulations 
should be reviewed and revised to facilitate armaments collaboration and 
give focus to priority issues pertaining to standardization and 
interoperabi1ity. 

(6) Several national policy Issues, which go beyond the 
Interests and Jurisdiction of DoD, significantly affect NATO armaments 
collaboration and need resolution. 

CONGRESSIONAL SUPPORT FOR STANDARDIZATION/INTEROPERABILITY 

Congressional Legislative Action. The DoD Appropriations Act of 1979 
(P.L. 95-'*57,  Sec 82l»} continues the grant of authority to the Secretary 
of Defense to waive restrictions prohibiting the purchase of Items contain- 
ing foreign specialty metals and In addition includes waiver authority 
regarding chemical warfare protecting clothing produced outside the US. 
Waiver authority Is granted when such purchases are In furtherance of NATO 
S/i and "when such procurement Is necessary to comply with agreements with 
foreign governments requiring the United States to purchase supplies from 
foreign sources for the purpose of offsetting sales made by the United 
States Government of United States firms under approved programs serving 
defense requirements . . . ." 
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Congressional Budgetary Actions. Congress supported some but not 
all of the specific programs Important to our NATO Allies and, therefore, 
to our mutual cooperation.  For example, we and our Allies are pleased 
that DoD/CongressIonal differences on the Harassment Drone and the Antl- 
Shlp Missile Defense programs have been overcome so that these programs 
can proceed.  On the other hand, lack of Congressional support for evalua- 
tion of the French ATLIS II laser pod and other foreign weapons threatens 
future cooperation with the Allies Involved and creates skepticism 
concerning Congressional backing for Its own (Culver-Nunn) policy. 

DoD Legislative Program In Support of StandardIzatlon/lnteroperabilIty. 
We are submitting to the 96th Congress as DOD 96-4 a" proposal seeking 
authorization to waive certain legal provisions In the Interest of enhancing 
NATO standardization and Interoperability (S/l). 

DoD Legislative Proposal SS-k   Is designed to enhance readiness and 
effective employment of forces.  To acquire logistics support by uniform 
NATO procedures and forms In lieu of commercial procedures facilitates 
the extension of normal logistics support from NATO host nations to US 
forces deployed overseas.  Reciprocally, It would authorize our NATO Allies 
to obtain some goods and services from US forces In Europe pursuant to these 
same procedures rather than by foreign military sales agreements.  The 
complex US contracting procedures presently required are too cumbersome 
In many cases for what are unprogrammed minor purchases.  Moreover, some 
Allies have objected to the use of contracts (or the standard contract 
provisions required by US law) as Inappropriate for Intergovernmental 
transactions.  In addition, we have no authority to enter Into agreements 
for the loan/exchange of goods such as spare parts. Ability to do this Is 
key to some critical readiness Initiatives. 

Enactment of proposal 96-4, which Is a part of the President's 
Legislative Program, would permit agreements for the purchase, sale and 
loan/exchange of goods and will remove a major source of hindrance, Irrita- 
tion, and lll-wlll between the US and Its Allies.  The passage of DOD 
Legislative Proposal 96-4 In this session of Congress, In addition to 
Improving readiness, will materially strengthen our ability to pursue 
NATO standard IzatIon/1nteroperabtlity measures under US law. 

DoD Legislative Proposal 96-5 (submitted to the 95th Congress as 95-96) 
Is now being examined at DoD.  It Is designed to waive both objectionable 
contract provisions and Inhibiting limits on the use of government appro- 
priations (such as the Berry and Bayh Amendments) In government-to-government 
and government-to-International organization agreements.  Such authority 
would be exercised when It would further NATO standardization/interoperability 
policies expressed In Section 8l4 of Public Law 94-106, as amended. This 
authority would assist In addressing the refusal of NATO governments to 
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accept certain clauses and restrictions that are required by US law to be 
Included In contracts but which our Allies regard as offensive to the 
dignity of agreements between sovereign governments or as unwarranted 
Imposition of US rules, limitations, and procedures that are not appro- 
priate for contracts made with other countries. 

We will continue to review current policies on both sides of the 
Atlantic in a variety of areas for possible adjustments. 

CONCLUSION 

We are encouraged by the solid progress made during the past year In 
arms cooperation and weapons harmonization. While continuing to seek 
Interoperability where necessary and standardization where possible, we 
will strive to develop the economic, political, military, and organizational 
basis for long-term standardization through cooperative acquisition efforts. 
The Long-Term Defense Program, the three primary approaches, the work of 
the CNAD (especially towards a Periodic Armaments Planning System), and 
the Transatlantic Dialogue with the IEPG will provide the foundation for 
building and maintaining programs which will result In increased military 
effectiveness of the Alliance. 
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VI. WEAPON SYSTEMS STANDARDIZATION PROGRAMS 

Section V stressed the three broad US initiatives for increased 
armaments cooperation which have been submitted in NATO's Conference 
of National Armaments Directors and the processes in NATO and in the 
United States which are being used to implement them.  This section 
summarizes progress in particular programs for improving the inter- 
operability and standardization of equipment used by the US and our 
NATO Allies.  As in the past, it is divided into three categories: 
US consideration of European and Canadian systems, European and Canadian 
consideration of US systems, and cooperative weapons acquisition programs. 
Each section is divided sequentially into land, sea and air programs. 
The discussion of individual weapon systems has been expanded this year 
to provide additional system description, information on Defense Systems 
Acquisition Review Council (DSARC) status, activity in the NATO armaments 
groups and, as appropriate, funding information.  In addition, tables 
on selected land, sea and air weapons in national inventories which may 
be used by the Alliance in Europe have been revised (see Appendix B). 
They now display the planned employment of selected systems by country 
over time.  The weapons identified are those employed by active and 
reserve component forces.  There may be other, older equipment in use 
by border forces and other paramilitary organizations that is not Included. 
Replacement schedules are US estimates and have not been validated by 
other nations. 

US CONSIDERATION OF EUROPEAN AND CANADIAN SYSTEMS 

ROLAND Air Defense Missile System. The US ROLAND Is a short-range 
self-contained, full-tracked air defense system capable of all- 
weather (AW) operation that will replace the daytime CHAPARRAL system. 
It has ten missiles on board, an acquisition and track radar, and an op- 
tical back-up system.  The design was transferred under license from the 
French-German Euromisslle consortium and is based on the ROLAND system 
now being fielded in Europe.  Technology transfer to the US was approved 
in January 1975 and was essentially completed in the US in late 1978 with 
the final testing on four US-built prototypes. The Army will request 
approval for production in the spring of 1979-  The system will be deployed 
to Europe in the early to mid 1980s. Over 30% of  the field-replaceable 
subassemblies will be interchangeable with the German-French ROLAND. With 
the exception of Norway and Canada, the US is prohibited by an MOU from 
marketing its version of the system In NATO.  Congress approved FY 79 pro- 
duction monies for three fire units but caveated upon successful completion 
of the US test program.  Proposed funding In FY 80 Is $259.3M for procure- 
ment and $11.3M for research, development, test and evaluation for 15 
fire units and 410 missiles. 
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Armor Machine Gun.  The Armor Machine Gun, H2k0,   is a 7.62mm air- 
cooled, link belt-fed, lightweight general-purpose machine gun that is 
■lei-.t ically operated.  The weapon is fully automatic and is fired co- 
axial ly; it will replace the current M219 machine gun on the M48 and M60 
series tanks as well as other armored vehicles and wi11 be employed on 
the Infantry Fighting Vehicle/Cavalry Fighting Vehicle (IFV/CFV). 
Additionally, each XM1 will be equipped with two M2't0 armor machine guns. 
It is produced by Fabrique National of Belgium as the MAG 58.  Various 
versions of the weapon are already in the inventory of six NATO countries: 
the UK, Belgium, The Netherlands, Greece, Luxembourg, and Portugal. The 
Army has contracted to purchase 10,000 weapons from Fabrique National and 
has accepted delivery of 7^28 as of mid-December 1978, with the 
remaining 2572 to be delivered by April 1979-  The first weapons 
were deployed to the field in Europe in March 1978.  The M2'40 is fully 
funded to procure an additional 17022 weapons through FY 8A.  FY 79 pro- 
curement will be the first year of a planned multi-year contract designed 
to establish a US production base and will result in an anticipated de- 
livery quantity of approximately '♦OO weapons oer month commencing in 1982. 

Battalion Mortar System.  The Improved 8lmm Mortar System, XM252, 
will consist of the United Kingdom (UK) L16A2 barrel, UK L5AA binod mount, 
US baseplate, and US HM  sight.  It will replace the M29AI (8lmm) company 
mortar in mechanized units and the battalion mortar (k.2")   in nonmechanized 
units.  It will provide a product-improved high-explosive round with higher 
sustained rate of fire, increased lethality and range, and reduced weight. 
The L16A1 UK mortar is currently being used by some 2k  different countries, 
including three NATO Allies.  Field delivery is planned for the early 
1980s.  The UK and US are cooperating on product improving the UK L15A1 
HE ammunition to accept the US M73'» multi-option fuze and the UK is modi 
fying the propellant charge to meet US requirements.  Congress denied the 
Army FY 79 request for $5.0M to procure 300 mortars until testing has been 
completed and a procurement decision made.  Developmental testing is under 
way with operational testing scheduled to commence in March 1979-  Current 
RDTE funding levels include $3.0M in FY 79 and 80 for testing and evalu- 
ation in preparation for procurement.  $10.5M has been budgeted in FY 80 
for procurement of 780 weapons, and $10.8M in FY 81 for procurement of 
768 weapons. 

Battery Computer System.  The battery computer system is a small, state- 
of-the-art, gunnery-related system that will replace the present Field 
Artillery Digital Automatic Computer (FADAC).  It can interface with the 
Tactical Fire Direction System (TACFIRE) or operate in an autonomous mode 
(that is, without the TACFIRE), compute fire commands for the numerous 
type missions required for the field artillery and accept messages, in 
digital form, directly from the fire support teams with the maneuver force. 
The battery computer system can be operated and transported in a variety 
of tactical vehicles ranging from the i-ton truck to the M-577 Command 
Post Vehicle.  The Engineering Development contract was awarded on 
28 September 1976 to Norden Systems, a subsidiary of United Technologies, Inc. 
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Under the terms of Morden's agreement with the UK Marconi Space and Defense 
Systems (MSOS), Ltd., the engineering development prototype of the battery 
computer was built in the US by Norden while system software and proto- 
type gun display units were developed by MSDS in the UK. Hardware and 
software integration and contractor testing were essentially completed in 
July 1978.  Government tests and training are currently under way. Field 
deployment to tactical units is programed to begin in the early 1980s. 
The battery computer system completes RDT&E in FY 79 and will be in pro- 
duction during FY 80-83 to fill US Army requirements for 1228 systems. 
The US Marine Corps also plans production during this time frame. 

Chemical Protective Clothing.  In 1975 and 1976 a tripartite test 
of US, UK, and Canadian nuclear, biological and chemical (NBC) protective 
clothing was conducted.  The US selected the US-designed overgarment for 
long-term procurement and adopted the UK-designed overboot. As an interim 
measure, however, the US Army procured 200,000 UK overgarments to meet 
specific USAREUR requirements until its own overgarment production base 
could be established. The US production base is now established and 
capable of producing 100,000 suits per month. 

The US Air Force evaluated the UK liner system and is procuring it 
for aircrews.  The US Army has decided to standardize the overgarment 
for combat vehicle crew use. 

in addition, the USAF has developed a first generation aircraft en- 
semble for all aircrew members. A UK respirator system is one of five 
being evaluated with 0T6E planned for 1979.  NATO will conduct a special 
meeting to review efforts in aircrew protective clothing in March 1979- 
Both the US and the UK have participated in joint exercises where the air- 
crew systems were exchanged and flown by aircrew members.  The amount of 
$15,000 has been approved for FY 79 to test and evaluate the UK system. 

Helicopter Ammunition. ADEN and DEFA 30mm ammunition and weapons 
were originally developed by the UK and France, respectively. The 
US-developed 30mm round is interoperable and is part of a NATO family of 
30mm ammunition. The US will equip its Advanced Attack Helicopter (AAH) 
with a 30mm gun that will be capable of firing both the NATO rounds and 
an improved US developed family of rounds. At a cost of $18.7M, the US 
ammunition development program will provide a training practice, high 
explosive and high explosive dual purpose round with an aluminum car- 
tridge case. The 30mm dual-purpose round will be type classified "standard" 
In 1980.  The US rounds have been tested successfully in NATO ADEN and 
DEFA weapons as well as in US guns to assure maximum interoperability. 

A Memorandum of understanding with France and the UK Is being coordi- 
nated to Insure Interoperability of the US aramunltlon with ADEN and DEFA 
♦*eapons systems. The 30nin munitions program has been presented to Panel 
X of the NATO Army Armaments Group. 

6-80 



10-Ton Truck.  The German MAN 10-ton truck is one of the key contenders 
among several trucks being considered to meet Army transporter requirements. 
The Army has been conducting Technical Feasibility Tests at Aberdeen Proving 
Ground, Maryland, on two second-production MAN vehicles along with the 
Lockheed Dragon Wagon and PACCAR 10-ton cargo trucks and the Army 5-ton 
high-mobility tactical truck.  MAN has completed initial evaluation 
requirements and is now scheduled for major component test validation. 
Formalization of Army requirements and completion of currently scheduled 
testing should occur in June 1979- The Army has programed $23-1 million 
in FY 80 for procurement of 10-ton vehicles to transport conventional 
ammunition. 

Administrative-Use Vehicles.  Since 1976, the US has been studying 
an RSI program for a cost-effective source of low-density, non-tactical, 
administrative use vehicles (AUV) from European manufacturers for US Forces 
in Europe.  Projections are that approximately 15,000 vehicles will be 
procured over the next 5-7 years at an estimated cost of $190 million. 
On 30 January 1978 the Deputy Secretary of Defense approved such a program 
for the German-Benelux area.  The AUV program was implemented in Germany 
during FY 1978 with the Army having procured 125 vehicles (Volkswagen) 
at approximately $0.8M, and the Air Force procured 100 vehicles at an 
estimated cost of $1.4M.  Once total program conversion has been achieved, 
the Services will spend $10-15M annually for replenishment assets in the 
FRG.  Logistical support for the vehicles is being accomplished in-house 
(Transportation Maintenance Centers) and under local support contracts 
with the respective vehicle manufacturer and his dealerships. 

Feasibility studies are being conducted by the Services for possible 
expansion of the program into the United Kingdom, Italy, Spain, Greece 
and Turkey-  Approximately 2000 AUV are involved in the UK program, with 
an estimated 3500 vehicles for the remaining four Mediterranean countries. 

rPPn/lIn1FerY/^0r?r-FtJ2!-  The "o™^" Proximity Point Detonating 
(PPD) 1140 Fuze is designed to be used on Army high-explosive, spin- 
stabil.zed artillery (105™ through 8-inch) and on mortar (i..2-inch) 
ammunition.  In addition, the US Air Force is evaluating PPD ^0 
fuze components for possible application for bomb munitions. The 
proximity fuze has the same effect as the time fuze but does not 
have to be set incrementally.  The PPD kkO   is in an advanced development 

DDn9f;„   "     Sta9e is not exPected to be completed until 1983, the 
PPD 440 cannot meet immediate US requirements.  US-Norwegian development 
costs (design manufacture, laboratory and ballistic testing, and loading 
and packaging) are estimated to be $10 million through type classification 
standards.  France is monitoring the research, development, test and 
evaluation for possible adoption by the French Army.  The US Air Force 
has signed a Memorandum of Understanding (M0U) for components and testing 
for bomb munitions, and the US Army is negotiating with Norway for 
evaluating fuzes and other components.  For FY 79 the Army and Air Force 
have al ocated funds for the procurement of prototype fuzes and components 
tor evaluation. 

i 
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PENGUIN Missile.  These missiles provide combatant craft and 
patrol boats with the means to launch surface-to-surface anti-shipping 
missiles against surface vessels.  The US Navy is negotiating a Memorandum 
of Understanding with the Royal Norwegian Navy (RNON) on a test-and-evalu- 
ation (T£E) project to evaluate the suitability of the Norwegian PENGUIN 
MK 2 surface-to-surface missile system to US Navy craft.  The PENGUIN Missile 
MK 1 was developed in 1962-1970 by the RNON with US Navy participation. 
Since 1972, the missile and the system have been employed operationally 
in RNON.  The PENGUIN missile system MK 2 is a further development of the 
MK 1 system and production will commence in the near term for the RNON 
and other European countries.  TfiE is fully funded. 

HARRIER Vertical/Short Takeoff and Landing (V/STOL).  The UK-produced 
AV-8A HARRIER V/STOL has been operational in the US Marine Corps since 1971, 
Last year's DoD budget submission included funds for RDT6E of two prototype 
YAV-8B aircraft as an improved version to replace the existing Marine Corps 
light attack inventory.  The YAV-8B progressed through the advanced 
development stage with the first prototype flight on 9 November 1978. 
Acquisition was deferred pending a determination that the YAV-8Bs would 
meet performance goals and a DoD assessment that the aircraft offered 
significant advantages over conventional aircraft, such as the A-18. 
Because of limitations on funding for procurement of Marine and Navy 
aircraft in the 1980s, the need to purchase larger numbers of such aircraft 
and other pertinent factors, the decision was made to terminate funding for 
YAV-8B research and development.  Therefore, this program is not included 
in the FY 80 DoD budget request. 

0T0 MELARA Compact Gun.  The MK 75 gun mount designed by 0T0 MELARA 
in Italy with its associated system is a fully automatic, remotely con- 
trolled, lightweight weapon system that stows, aims and fires 76mm ammunition. 
It is being installed by the US Navy in FFG-7 and PHM-class ships.  Two 
Italian manufactured mounts have been delivered and are installed in FFG-7 
and PHM-1.  Italy is selling the US eight more.  The first US-produced gun 
mount will be delivered in early 1980 for installation in FFG-8. 

Italy, The Netherlands, Denmark, Germany, Greece, Turkey and the US 
are now involved in a cooperative support effort for the 0T0 MELARA gun.  A 
technical working group from Italy, Denmark, Germany, The Netherlands and 
occasionally the US and Turkey monitors gun and ammunition technical problems. 
The US conducted an operational evaluation of the 0T0 Melara gun in 1975. 
In addition, Germany, The Netherlands, Denmark and Italy have conducted 

joint testing of the gun and ammunition. 

A Memorandum of Understanding (MOU) for the cooperative support of 
the 76mm 0T0 MELARA compact gun has been drafted by the NATO Naval 
Armaments Group.  Italy, Germany, The Netherlands, and Denmark have 
signed the MOU, which is currently under review in the US.  The 0T0 MELARA 
program is funded to provide gunmounts for new US Navy ships of the FFG-7 
and PHM-1 class and for the US Coast Guard's new medium endurance cutters. 
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SKYFLASH.  The SKYFLASH is a semi-active radar air-to-air missile of 
AIM-7E aerodynamic performance with improved capability in clutter environ- 
ments.  It has been considered as an interim capability for the F^E pending 
development of the US Sparrow Advanced Monopulse Missile (AMM). .The US Navy 
agreed to conduct additional ground and flight tests of SKYFLASH.  This MOU 
was consummated in March 1977-  In February 1978 the US and the UK signed 
another MOU which provided the basis for a limited technical evaluation (LTE). 
This LTE has been completed by the Air Force with US Navy support.  Procurement 
has not been recommended by the Navy or Air Force, and no procurement funds 
have been requested for FY 80. 

ATLIS II.  The US Air Force has proposed joining the French ATLIS II 
pod development program to satisfy requirements for a near-term day laser 
target designator to be used by single-seat aircraft such as the F-16. 
Informal negotiations have produced a draft MOU which outlines the program, 
whereby the US would acquire two prototype pods for engineering, flight 
tests and evaluations in FYs 1979 and 1980.  However, Congressional action 
deleted ATLIS II funding in the FY I979 Budget because of a concern over 
the system's capabilities and availability.  Nevertheless, ATLIS II is 
needed as a near-term solution to an inventory shortfall for designators, 
and $6.0M is contained in FY 1979 Supplemental Budget Request to begin this 
init iative. 

EIFEL/DISTEL Command and Control Information System.  As discussed 
earlier in Section II, the NATO Air Command and Control System (ACCS) 
Program has been progressing with US Air Force plans to implement ACCS In 
the central region of Europe.  Automation of selected command and control 
functions is needed to provide a means for more responsive and effective 
employment of tactical air assets.  This automation (EIFEL/DISTEL) is 
being pursued in a cooperative effort with the German Air Force, which has 
developed this capability for two similar German operations centers.  A 
draft MOU is being developed with the German Air Force to work toward an 
objective of installing EIFEL/DISTEL in the Operations Center at Sembach, 
Germany, in the early 1980s.  US funding will represent a major step in 
improving the standardization of air communications in the Central Region. 
A total of $22.5M has been identified for procurement of EIFEL/DISTEL during 
FY 81-8A. 

Towed Aerial Gunnery Target.  SECAPEM 90 B is a recoverable, towed 
aerial gunnery target equipped with a real time acoustical scorer.  It has 
been considered as a replacement for the DART aerial gunnery target system 
and has successfully undergone test and evaluation by the US Air Force 
with the Fk.     The Air Force training requirement is approximately 1000 
systems in early FY 82 and 83- 
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EUROPEAN AND CANADIAN CONSIDERATION OF US SYSTEMS 

PATRIOT Surface-to-AIr Missile. This Is a high- and medium-altitude 
air defense system designed to counter the field army air defense threat 
of the 1980s and 1990s.  The first battalion will be deployed to the 
European theater In the early to mid 1980s.  It is fully funded and will 
complete engineering development and enter Into production in FY 80. 

In October 1978 five nations (The Netherlands, Belgium, Denmark, 
Greece, and the US) signed a NATO PATRIOT Memorandum of Understanding (MOU) 
during the Twenty-second Meeting of the NATO Conference of National Armament 
Directors.  In January 1979, France and the FRG signed the MOU, which 
established a multi-national PATRIOT Program Steering Committee and a 
full-time Management Group to determine a preferred European option to 
acquire PATRIOT.  Project Successor, a joint US-FRG effort, studies the 
effectiveness of PATRIOT as a replacement for NIKE HERCULES and I-HAWK. 

TOW Heavy Antitank  Assault Weapon.     The  TOW   is  a   tube-launched, 
optically-tracked, wire-guided   infantry an titank missile system.     United 
Kingdom plans call   for use of  the TOW system to meet   its  helicopter anti- 
tank  requirement,  and Germany  recently concluded a purchase of an addi- 
tional   15,000 missiles.     In  the aggregate  ten NATO Allies possess or have 
ordered approximately 50,000 missiles.     Letters of Offer and Acceptance 
are pending  for an additional   ]]k0 missiles  for  the UK and Luxembourg. 
The   thermal    night   sight    is   being   procured   for   deployment 
In  the near future.     In addition,  a development effort   Is  underway 
to examine options  for warhead and guidance  improvements.     The product 
improvement  program   is   funded  at  $3.5M   in  FY  79 and  $26.2M   in  FY  80. 

Improved HAWK Surface-to-Air Missile.  Improved HAWK is a mobile, all- 
weather, day-and-night, low- to medium-altitude air defense guided missile 
weapon system capable of operating effectively in an electronic counter- 
measures (ECM) environment.  Denmark, France, the FRG, Greece, Italy and 
The Netherlands have adopted the Improved HAWK system; and Belgium is 
seriously considering it.  The European effort is a coproduction program 
to upgrade NATO BASIC HAWK to Improved HAWK.  This program is managed by 
the NATO HAWK Management Office (NHM0), which is assuring maximum standardi- 
zation and interoperability of the missiles and ground support equipment. 
The European production of ground support equipment is complete, and the 
missile production is scheduled for completion in January I98O. 

STINGER.  This is an advanced man-portable air defense system.  tt 
uses a passive infrared homing guidance system which operates independently 
after initial aiming and launching by the operaton, Target engagement 
will be possible regardless of engagement aspect.  It was approved for 
production in November 1977 and will be fielded in the early 1980s. 
STINGER and Swedish RBS-70 (which requires a three-man team) are the 
leading candidates for future NATO MANPADS.  STINGER has been discussed 
in NAAG Panel V, and a formal briefing by US representatives is scheduled 
for Spring 1979- 
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Discussions have been held with Germany on the coproduction of 
STINGER as a conmon NATO weapon. The US has briefed and provided techni- 
cal information to Morway.  The Netherlands and Italy have expressed an 
interest in STINGER sales and/or possible coproduction.  The Netherlands 
has also received briefings, and Italy has asked for information and 
technical data. 

Single Channel Ground and Airborne Radio Subsystem (SINCGARS-V).  The 
SINCGARS-V program will provide the next generation of VHF-FM combat net 
radios to be fielded for the US Forces in the mid 80s. This family of 
radios will be lightweight, securable, capable of providing both voice and 
data service and possessing electronic counter-countermeasures (ECCM) 
features.  These radio configurations (manpack, vehicular and airborne) 
will be developed based on maximum commonality of components and reduction 
in logistic support requirements.  The current RSD effort is in advanced 
development with three contractual efforts:  two slow frequency hopping 
(SFH) contracts and one fast frequency hopping (FFH) effort, awarded in 
April 1978 with a UK company as a subcontractor on one of the SFH contracts. 
A decision will be made in the April-June 1982 period whether to go into 
Engineering Development (ED) or to bypass ED and go straight into production. 

Modular Infrared Equipment. The US has developed a family of forward- 
looking infrared common modules (MOD FLIR) which are in production for 
target acquisition and fire control systems, e.g., the TOW Night Sight 
(AN/TAS-^and Tank Thermal Sight (AN/VSG-2).  These systems wi 11 be fielded 
in USAREUR beginning in 1979, and the same modules are used in Navy and 
Air Force airborne FLIRs.  These passive FLIR systems provide imagery from 
the natural heat radiation of targets in spite of darkness.  They suffer 
only limited degradation from smoke, haze, dust and fog. 

A Memorandum of Understanding (MOU) with the FRG for sale and co- 
production of MOD FLIR became effective in April 1978 following Congressional 
approval.  Two competing MOD FLIR tank sight designs have been made by US- 
German contractors and delivered to the FRG for test.  One design wi11 be 
sleeted as the therman sight for the LEOPARD, MARDER and LUCHS vehicles. 
Pilot production of German-made common modules is scheduled to begin in 
1981. 

Within NATO, the US is preparing an MOU for presentation to Project 
Group 15 of the NAAG for the sale and coproduction of MOD FLIR among 
interested member nations. Current participants are the US, the FRG, the 
UK, Italy, and The Netherlands; France and Belgium are observers. When 
ultimately signed and approved, this MOU would facilitate the use of 
US MOD FLIR as the NATO standard. 

MOD FLIR is fully funded for FY 79-8'i.  Full-scale production of end 
items using the common modules began in October 1978. 
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COPPERHEAD 155nin Munitions.  COPPERHEAD is a 155mm cannon-launched 
projectile capable of effectively engaging moving and stationary armored 
targets with indirect fire.  it significantly complements current Army 
antiarmor capability by providing responsive fire support beyond the 
range of direct-fire assets and is in engineering development, with the 
production decision scheduled for September 1979-  Fielding is scheduled 
to begin following first-year procurement in FY 80. There is no competitive 
international system.  A bilateral MOU with the UK on COPPERHEAD was 
signed in June 1978.  This MOU provides for the acquisition of COPPERHEAD 
by the UK, at their option, through FMS or coproduction.  The UK sub- 
sequently requested and received permission from the US to provide copies 
of the MOU to Italy and the FRG, their trilateral partners on the FH-70 
and SP-70 howitzer development. This request was based upon an expression 
of interest in a quadrilateral MOU by the FRG and Italy.  Briefings have 
been presented to NATO Panel IVt Surface-to-Surface Artillery, as well as 
to France, the UK, the FRG, Canada, Belgium, and Norway.  Interoperability 
of COPPERHEAD with non-US NATO artillery systems is being evaluated. 
COPPERHEAD is funded to complete research, development, test and evaluation 
in FY 81. 

Infantry Fighting Vehicle (IFV)/Cavalry Fighting Vehicle (CFV).  The 
IFV and CFV are lightly armored full-tracked fighting vehicles which provide 
improved cross-country mobility, mounted firepower, communications and 
protection to th.e mechanized infantry and armored cavalry.  The vehicles 
have mobility, firepower and protection which complement the XM1.  Primary 
armament for the IFV/CFV is a stabilized, dual-fed 25mm cannon which pro- 
vides accurate high explosive or armor-piercing fire.  Other armament 
includes the TOW missile, M2'»0 coaxial machinegun, and, in the infantry 
configuration, six firing port weapons.  The first prototype vehicle was 
received I December 1978, and after DT/OT testing a production decision 
will be made in January 1980.  Under a Statement of Accord the UK is con- 
ducting a study of the IFV/CFV and derivatives, comparing them against 
the UK General Staff req ui rements and procurement options.  Italy has 
indicated an interest in coproduction of the IFV/CFV.  There are two com- 
peting weapons for the 25mm cannon:  the FACC self-powered, which is an 
Americanization of the Oerlikon KBA-B02, and the Hughes Helicopter external- 
powered weapon.  Both weapons can use the Oerlikon ammunition and links 
without modification.  The self-powered weapon's external configuration 
maintains interchangeabiIity with any turret that mounts the KBA-B02.  One 
of these systems will be selected in January 1979-  The US ammunition and 
links can be fired from the KBA-B02 and after type classification will be 
proposed as NATO Standard.  Congress has provided $39.OM for long-lead 
item procurement in FY 79 for the IFV.  Development is funded through FY 82; 
and production begins in FY 80 initially, with 208 IFV/CFV and delivery 
starting in May 1981.. 

Standoff Target Acquisition System (SOTAS).  SOTAS is an Army program 
to develop an airborne target acquisition system that will provide a new 
capability to detect and locate moving targets well beyond the forward 
edge of the battle area (FEBA), during day and night, and under most weather 
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conditions.  Information will be displayed in near real time at ground 
stations with sufficient accuracy for strike by Army ground and Air 
Force support weapon systems.  The SOTAS system is a division-level asset 
consisting of four helicopter-borne radars; a data link/positioning system; 
one primary ground station located at the division tactical operations 
center (DTOC) and up to five secondary ground stations (division artillery, 
the three brigade headquarters and the division alternate DTOC).  One heli- 
copter can cover the division's area of interest; four helicopters per 
division allow continuous coverage during periods of sustained combat. 
SOTAS competes with no existing or proposed US or NATO system.  It was 
approved for Engineering Development (ED) in August 1978, and fielding is 
expected in the mid I98O5.  The advanced development model, known as Interim 
Interim (|2) SOTAS, has been demonstrated to British, FRG, and Canadian 
forces.  All three have expressed interest in further opportunities to 
evaluate or observe the system.  Two lz SOTAS are now in Europe so that 
concept evaluation by NATO allies should be facilitated.  The I  SOTAS has 
participated in REFORGER '76, '77 and '78 and will participate in REFORGER 
'79. 

HARPOON Anti-Surface Ship Missile.  HARPOON is an all-weather medium 
range anti-ship missile designed for a high single round effectiveness against 
surface ships.  The missile provides the Navy with a significant stand-off 
attack/over-the-horizon capability.  The missile can be launched by surface 
ships, submarines and maritime patrol aircraft.  The missile is currently 
in use by the US, The Netherlands, Denmark, and Turkey.  Several other 
European countries have indicated a desire to procure HARPOON for their 
navies.  The HARPOON program is funded at a reduced level pending full 
approval for service use. 

MK-A6 Antisubmarine Torpedo.  The US Navy MK-^6 lightweight torpedo 
is an antisubmarine weapon which can be launched from both surface ships 
and aircraft.  It is currently in use by Canada, France, Greece, Italy, 
The Netherlands, and the United Kingdom.  The FRG will take delivery in 
1979"1980.  In addition, the US has developed and approved for Service 
use an improvement program to upgrade the MK-46 torpedo in order to cope 
with the current threat.  The Navy is providing NATO countries with infor- 
mation on the improvement program through NATO Project Group 19 under NATO 
Naval Armaments Group (NNAG). 

P-3 Patrol Ai rcraft.  The US Navy P-3 Orion is a maritime patrol air- 
craft with the mission of surveillance, location and attack operations 
against submarines and surface ships.  It is one of NATO's most effective 
and economical antisubmarine systems and is presently operated by Norway. 
Canada has contracted to procure a modified P-3C version, the AURORA, 
while The Netherlands has agreed to purchase thirteen (13) P-3CS. The P-3 
program is fully funded through 1984. The US Navy participates in NATO's 
Maritime Patrol Aircraft Steering Committee with France, the FRG, Italy 
and The Netherlands.  The US Navy also provides information to our Allies 
through NATO Information Exchange Groups I EG/2 on Undersea Warfare and 
I EG/4 on Maritime Air. 
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Sonobuoys.  The US Navy was Involved in the NATO Sonobuoy Interoper- 
ability Demonstrati cm planned by an Information Exchange Group IEG/2(SG/8) 
of the NNAG and hosted by the French Navy A-6 October 1978 to ascertain 
the interoperability of sonobuoys using launching mechanisms in NATO ASW/ 
Maritime patrol aircraft.  This demonstration included sonobuoy handling, 
physical fitness of sonobuoys and launchers, sonobuoy launching from air- 
craft, and VHF data link between sonobuoys and aircraft with simultaneous 
monitoring by a shore based facility.  Participating aircraft included 
the US (S-3A, P-3B and P-3C), France (Atlantic), UK (NIMROD), and Canada 
(ARGUS).  Sonobuoys were provided by the US (AN/SSQ-^1A, ^IB, 36, 56A); 
France (DSTV-^L); the UK (Type 30068); Canada (AN/SSQ-5l7fi); and the FRG 
(AN/SSQ-^flA Hermes).  Observers were present from Canada, France, the FRG, 
the UK, the US, Italy and The Netherlands.  The demonstration provided an 
opportunity to exchange information concerning design variances and launch 
techniques and proved conclusively that NATO has attained a  high degree 
of interoperability of sonobuoys. 

F-16 Fighter Aircraft.  The F-16 Multinational Fighter Program is a 
joint development/production program for the US, Belgium, Denmark, The 
Netherlands, and Norway.  The Memorandum of Understanding between the US 
and the European participating Governments (EPGs) was signed in June 1975. 
Letters of Offer and Acceptance totaling over $2.6 billion in FY 75 dollars 
were signed in May 1977 and formally initiated the purchase of 3^8 EPG F-16 
aircraft and associated support.  Standardization between US Air Force 
and EPG F-l6s is being closely coordinated through the Multinational F-16 
Configuration Steering Group, and the benefits of standardization/inter- 
operability will be achieved through basing of a substantial number of 
USAF F-l6 aircraft in Europe and through a common logistics support base 
with the EPGs.  Multinational operational test and evaluation of the F-16 
will be jointly conducted by the US and EPG aircrews in both the United 
States and Europe prior to operational deployment.  The joint tests will 
establish a common training baseline and develop common tactics and em- 
ployment concepts. 

AIM-9L Infrared Air-to-Air Missile.  In October 1977 the US signed an 

MOU with the FRG to lead a European consortium to coproduce the US Navy- 
developed AIM-9L missile in Europe.  Norway, the UK and Italy are partici- 
pating and the FRG is now in the process of arranging for manufacture of 
specific parts for each country.  The AIM-9L will be employed by numerous 
aircraft including the F-16 and the MRCA.  It represents the third genera- 
tion of the successful Sidewinder missile but differs from its predecessors 
principally in having an all-asp.ect attack capability.,  The FRG has signed 
a Letter of Offer (LOA) for 500 AIM-9L missiles and has requested an LOA 
for an additional 1000.  The A0TD fuze for the missiles to be built by the 
consortium will be purchased by the FRG from the US. 
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NATO Airborne Early Warning and Control (AEW&C) Program.  This program 
Includes planned acquisition and operation of 18 E-3A aircraft (in a 
standard configuration with US AUACS aircraft); modifications to make 52 
ground sites interoperable with the AWACS aircraft; and refurbishment of 
a main operating base and other support facilities.  United States partici- 
pation in this program will be in two capacities, first as agent for NATO's 
acquisition of the E-3As and second as purchaser and user of the system. 
The US Air Force as agent will work with the NATO AEW6C Program Management 
Organization to procure the 18 AWACS aircraft.  As a member of NATO, the 
United States will also participate in both the management and operation 
of the NATO Airborne Early Warning and Control System. (See Section V for 
further detaiIs.) 

Joint Tactical Information Distribution System (JTIDS).  The US has 
formally proposed that NATO accept the US-developed JTIDS as the basis for 
jam-resistant communications within the Alliance.  JTIDS will provide a 
means of interconnecting and facilitating real-time jam-resistant, secure ex- 
change of combat critical communications between tactical force elements. 
The Federal Republic of Germany is developing a similar system. Multiple 
Access Communications System (MACS) which it has also proposed as a NATO 
standard.  Formal selection of JTIDS as the jam-resistant communications 
link for the NATO Airborne Early Warning aircraft will remain open until 
frequency supportabi1ity is achieved.  The United Kingdom has provisionally 
selected JTIDS for application on its NIMROD AEW aircraft, its new gener- 
ation of air defense fighter aircraft, and within elements of the UK Air 
Defense Ground Environment.  It has also contracted with US JTIDS suppliers 
to provide terminals for UK test and evaluation and to study the integration 
of JTIDS into the various UK candidate platforms.  France has also ex- 
pressed considerable interest in the JTIDS concept.  Several US-France 
technical interchanges have taken place with an objective of achieving 
interoperability between JTIDS and the French-developed SINTAC system. 
A formal MOU between the US and the UK has been signed. Another MOU 
between the US and France is also in draft and should be completed early 
in 1979.  Plans are also in preparation for a test program to be conducted 
in Europe. 

Precision Location Strike System (PLSS).  PLSS is a tactical, integrated 
system for all-weather, near real-time location and accurate attack of 
enemy air defense radar systems and wideband jammer systems.  This system 
is currently under full-scale development and is a major US Air Force 
effort to develop an all-weather tactical location/strike system.  Current 
plans call for delivery of the first PLSS system in the mid 1980s.  Integration 
into NATO operations, C  system interoperability, and requirements of the 
NATO Long-Term Defense Program are being considered during the development 
effort.  Discussions are continuing with NATO Allies to determine the 
combat potential of PLSS and to seek support for the program and explore 
the extent of possible NATO participation.  Funding of $373.9M for RDTE 
has been programed through FY 84. 
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NAVSTAR Global Positioning System.  The NAVSTAR Global Positioning 
System (GPS) is a satellite-based, universal positioning and navigation 
system.  it was designed by the US to provide precise position information 
and time for accurate worldwide weapons delivery and to reduce proliferation 
of navigation aids.  The cooperative venture to encourage NATO participa- 
tion by including Allied personnel in the Joint Program Office (JPO) 
structure is being implemented.  Six NATO personnel, including the NATO 
Deputy Program Manager, are in the JPO now, with additional arrivals 
forecasted through the second quarter of CY 79-  NATO personnel have been 
integrated into user equipment, program control and operational applica- 
tions functional areas. 

The Concept Validation Phase is nearing completion, with a DSARC 
Milestone II scheduled for May 1979-  Funding through FY M is $1314.2M. 

Advanced Medium-Range Air-to-Air Missile (AMRAftM). AMRAAM is an alI- 
weather, all-aspect, radar missile capable of engaging numerically superior 
aircraft forces before they close to within visual range.  This missile 
will have the capability for multiple launches beyond visual ranges 
and become autonomous soon after launch to permit the launch aircraft to 
maneuver and/or engage more targets quickly.  It will be compatible with 
the F-H, F-15, F-16 and F-18 aircraft as well as applicable Air Defense 
and Air Superiority NATO interceptor aircraft of the late 1980s.  The 
AMRAAM program has passed DSARC I for initiation of the competitive proto- 
type phase with deliveries anticipated in the mid 1980s. Missile develop- 
ment is in response to a Joint Service Operational Requirement (JSOR) 
and a Mission Element Need Statement (MENS) and is consistent with NATO 
requirements being formulated in NAFAG Subgroup 13. All five of the 
participating contractors have contracted NATO industry for potential 
technical support.  Initial' exchange of aircraft/missile interface data 
requirements has occurred with the UK.  In consonance with on-going 
efforts for agreement on a NATO family of air-to-air missiles, the AMRAAM 
program has initiated planning for early NATO industry participation 
in full-scale development leading to US/NATO co-production. AMRAAM is 
fully funded for the prototype phase leading to Milestone/DSARC II. 

GBU-15.  The GBU-15 is a guide-glide weapon in the 2000-lb class 
which is designed to destroy high-value fixed targets, enemy surface-to- 
air defenses and ships. Two basic aerodynamic configurations are completing 
development:  the Cruciform Wing Weapon (CWW), optimized for very low- to 
medium-altitude attack, and the Planar Wing Weapon (PWW), optimized for 
attack at high altitude and at standoff ranges to avoid enemy defenses. 
In September 1978 the initial GBU-15, the CWW with television and data 
link, successfully completed DSARC III; but the test program has been 
extended through the third quarter of CY 79,  The following countries 
have expressed interest in the GBU-15 and have requested and received 
information:  Australia, Canada, F-16 consortium countries, Israel, 
the FRG, Greece, Iran, Italy, Japan, Korea, Spain, Turkey and the UK. 
In addition, the GBU-15 has been discussed by the Air Senior National 
Representatives, and by Subgroup 9 of the NATO Air Forces Armament 
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Group.  However, the Congress directed additional testing before 
approving initial.production.  Those tests should be complete by 
the first quarter of FY 80.  No funding has been requested in the 
FY 1980 proposed Budget. 

AGM-65 MAVERICK.  The MAVERICK missile is a self-guide^, rocket-pro- 
pelled, air-to-surface missile designed to destroy small, hard tactical 
targets in the close air support, interdiction, defense suppression and 
counter-air operations of tactical air forces.  The development of this A65- 
pound, 12-inch diameter, 8-foot long missile began in 1968 and has resulted 
in a "family" of terminal guidance seekers mated to a common center/aft 
section.  The television (TV) version provides a daylight launch and leave 
capability.  Production missiles delivered to the inventory include the 
AGM-65A (TV), and the AGM-65B (TV-scene-magnification) MAVERICK.  During this 
past year, the full-scale engineering development of the AGM-65D 
(Imaging Infrared) MAVRICK was initiated. 

This latest version will provide a day/night/adverse-weather weapon 
system while retaining the launch and leave capability of the basic TV 
MAVERICK.  AGM-65A missiles have been sold to Turkey, Greece, Sweden, Iran, 
Israel, Saudi Arabia, and Korea.  Germany, The Netherlands and Taiwan 
have expressed interest in obtaining the MAVERICK missile.  We 
will probably include MAVERICK in the Air-to-Ground family of munitions. 

COOPERATIVE WEAPONS ACQUISITION PROGRAMS 

Main Battle Tanks.  The XM1 tank system is a four-man, highly mobile, 
full-tracked, ground combat vehicle with significantly improved survivabi1ity 
and mobility, initially mounting a 105mm main gun and later a 120mm gun 
and possessing fully integrated day/night fire control with shoot-on-the- 
move capabi1ity. 

In accordance with the January 1977 Addition to the July 1976 
Addendum to the December 197i» US-FRG Memorandum of Understanding (MOU) 
for harmonizing main battle tanks, work continues on standardizing key 
tank components.  To date, fuel and organizational-level metric fasteners 
have been standardized; also, initiatives in achieving a common sprocket 
Interface design may result in near-term track interoperability; and 
the Germans are expected to make a decision on use of the US AGT 1500 
power pack In late 1979-  The Netherlands has expressed Interest in 
either XMI purchases or coproduction.  During the June 1978 meeting of 
the NATO AC/225 Panel II, the NATO Army Armaments Group Combat considered 
the military characteristics of a 1990s-vlntage tank. 
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The XMI is fully funded for FY 79-84 to support achievement and 
sustainment of a substantial production rate per month.  Initial Army 
plans call for a buy of 7058 tanks, and the XMI will be fielded and 
deployed to Europe in the early 1980s. 

120mm Tank Gun.  The German 120mm smoothbore gun system was selected 
for future incorporation on the XMI as a result of a US evaluation of the 
FRG and UK 120mm tank main armament systems.  It consists of a 120mm 
smoothbore cannon of German design using a fin-stabilized family of 
ammunition composed of kinetic energy and HEAT-MP service rounds and two 
companion training rounds.  A DSARC production decision is now anticipated 
in October 1982, with first production delivery of a 120mm gun XMI tank 
planned in late FY 8b.     First field deliveries are anticipated shortly 
thereafter. 

The US is negotiating a licensing agreement with the German producer 
and an addendum to the December 197^ US/FRG M0U for tank harmonization 
with the FRG for US production of their gun system.  It is also anticipated 
that the US and the FRG will participate in a cooperative effort to 
develop modern-technology 120mm ammunition.  Configuration management 
working groups have been established to assure the maximum degree of 
standardization and interoperability.  The approved FY 1979 funding level 
for this program is $35.6M and is $51-9M for FY 1980. 

NATO Small Arms Ammunition.  In 1976 eleven NATO countries (Belgium, 
Canada, Denmark, France, Greece, the FRG, The Netherlands, the UK, the US, 
Luxembourg, and Norway) signed a Memorandum of Understanding for the test- 
ing, evaluation and selection of a second NATO standard caliber of small 
arms ammunition.  The present NATO standard 7.62mm ammunition, used in 
heavy weapons such as crew-served machine guns, will continue as a NATO 
standard cartrige. An additional program objectfve is to test and recom- 
mend a NATO standard infantry weapon.  An international test control com- 
mission (TCC) was formed to control technical tests which began on 1 April 
'977 at Cold Meece, UK, and Meppen, FRG.  A one-year milftary test began 
on 1 June 1978 at Hammelburg, FRG, using approximately 200 international 
troops.  Final test report and recommendations are due in NATO Headquarters 
on 15 January 1980, with a NATO decision scheduled for mid I98O.  Current 
funding levels are $1.575M in FY 79 and $l.i»6M in FY 80. 

Mi 1itary Bridging.  For 1985 and beyond the system of military bridg- 
ing is a family of assault, dry-gap, and floating tactical bridges.  The 
common bridge girder is a modular design with reinformement capability, 
and all type bridges are launched from a common vehicle with appropriate 
launch mechanisms.  Development of this system satisfies a requirement to 
significantly increase the capability to bridge wider spans in less time 
with fewer men.  Advanced development is in progress; engineering develop- 
ment is scheduled for I98O-I985; and initial production of the dry-gap 
bridge is anticipated to begin in 1988, with the assault and floating 
bridges following in the early 1990s. The US, the FRG, and the UK are 
participating members in this trilateral development program, and progress 
reports are discussed with all NATO members at NAAG Panel IX meetings. 
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A draft MOU proposes that each participating member share 1/3 of the 
$75"80M development cost. 

Close Combat Anti-armor System (CCAS).  The CCAS (formerly known as 
the Advanced, Heavy Antitank Missile System or AHAMS) is planned to be the 
Army's next-generation infantry heavy antitank weapon to replace the TOW 
in all configurations.  As such, the CCAS will be compatible with exist- 
ing and planned TOW launch platforms.  The CCAS will have improved capa- 
bilities to defeat projected threat armored vehicles and operate in a 
sophisticated countermeasures and battlefield obscurants environment. 
NATO Allies are now considering possible ways to pursue a cooperative 
antiarmor program package.  The CCAS current funding for FY 1979 is $1.0M 
and funds planned for FY 1980 are $12.OM. 

Aerial Scout Helicopter.  The Aerial Scout will be a small highly 
maneuverable helicopter which will fill the Army's requirement for a day- 
night/adverse-weather, combat-survivable helicopter for the conduct of 
reconnaissance, surveillance, security and target acquisition and target 
designation functions.  Fielding is expected in the mid 1980s.  The require- 
ment has been briefed to NATO Panel X, Tactical Vehicles for Air Mobility, 
and discussed with defense officials in France, the FRG, Italy and the UK. 
Italy has expressed a keen interest in th? Aerial Scout development since they 
believe their A-129 helicopter offers some commonality potential.  Technical 
data on European systems and subsystems will be requested for consideration in 
determining the preferred system configuration.  FY 79 funding of $5'5M is being 
utilized to support a special study group which is examining the Aerial Scout 
requirement and developing program alternatives.  The current US Army require- 
ment is for 1^36 Aerial Scout Helicopters. 

155mm Howitzer Ammunition.  The US has been a party to a Memorandum 
of Understandi ng (MOU) on 155mm weapons and ammunition standardization 
with the UK, the FRG and Italy since 1969-  Since this MOU was not suf- 
ficiently comprehensive to achieve complete ballistic standardization, a 
revised MOU was negotiated and signed by the four nations in 1978.  The 
new MOU requires all four nations to develop only 155nim ammunition that 
meets the criteria outlined in the MOU.  All current US and Trilateral 
(UK/FRG/Italy) ammunition and howitzer development conforms to the ballis- 
tic parameters in the MOU.  It is anticipated that testing to confirm 
interchangeabi1ity of newly developed munitions will be initiated in 
1979 pending availability of new munitions.  Terms of the ballistic para- 
meters have been provided to NATO through Panel IV of the NAAG.  Copies 
of the MOU and required drawings have been provided to France at its 
request for consideration in development of a new howitzer.  Funds to con- 
duct necessary US Testing have been submitted with the Army's FY 79 and 
FY 80 budget requests.  The amount approved for FY 79 was $^00,000 with 
an additional $1.9M requested for FY 80. 

B 
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Remotely Piloted Vehicle (RPV).  The US Army is developing a fixed- 
wing 7emoteTy-pTToteJ~ve?rrcTe(RP^ system for target acquisition, laser 
designation and reconnaissance (TADARS) out to the range of the division 
artillery.  The RPV carries a stabilized TV boresighted with a laser 
rangefinder/designator.  An anti-jam data link is used to send the TV image 
to the ground station.  A Memorandum of Understanding was signed with the 
UK in October 1978 for exchange of RPV information in order to promote 
interoperability in the development of tactical RPV systems.  This MOU 
gives the US Army the opportunity to observe the development and testing 
of a remotely piloted helicopter (RPH) system.  RPH technology may be 
applicable to follow-on US programs.  Preliminary discussions are being 
held with the FRG to determine its interest in RPVs.  The RPV program has 
been approved for entry into full-scale engineering development. 

General Support Rocket System (GSRS).  The General Support Rocket 
System (GSRS) is a multiple-launch rocket system designed to deliver a 
large volume of firepower in a short period of time against critical, time- 
sensitive, area-type targets, particularly during surge periods when the 
rate of targets acquired exceeds available cannon weapons fire support. 
This system is following an accelerated acquisition cycle with DSARC III 
scheduled in May 1980.  Currently, the US, France, the FRG and the UK are 
negotiating an MOU for a cooperative development program for a Multiple 
Launch Rocket System (MLRS), scheduled to be signed in Spring 1979-  If 
signed, all four countries will adopt a standardized MLRS, which will be 
the GSRS.  Italy has also expressed interest in the system.  The Army FY 80 
budget submission included the funds necessary to start Low Rate Initial 
Production beginning in FY 80. 

SP70 Howitzer.  The SP70 is a self-propelled, 155mm howitzer that 
features a high rate of fire, automatic loading capability, improved sur- 
vivability and mobility.  This trilateral project is being developed by 
the UK, the FRG and Italy.  The current development plan indicates that 
technical evaluation trials of engineering development prototypes will be 
conducted in FY 82-83, user trials of engineering development prototypes 
in FY 83 and first production deliveries to the field in FY 86-87.  At 
a May 78 meeting of the Tripartite Joint Management Committee the United 
States reaffirmed an interest in monitoring the development of the SP70. 
Our intent in monitoring the SP70 program is to evaluate the technology for 
possible application to the US artillery systems.  The developing nations 
welcomed our interest,agreed that we could send observers to trials and 
decided that technical design data exchanges could be conducted.  A quadri- 
partite meeting of technical experts is planned for 12-16 February 1979 
in Germany.  We have requested $1.0M in FY 80 to continue monitoring the 
technological developments of the SP70. 

20-^0mm Ammunition.  An ad hoc group made up of technical members 
from the UK, the FRG, France, and the US has been working for the past 
year to reach agreement on standard families of ammunition in calibers 
between 20-^011^.  They have now reached agreement in principle on which 
families will be standardized.  The goal is that in a timeframe 15-20 
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years from now the NATO countries will have no calibers between 20-^Omm 
which are not interoperable.  It is expected that a formal Memorandum of 
Agreement will be signed within the next 12 months.  The agreement will 
insure that, prior to introducing a new round of amnunition, consultation 
will be insured between the member countries. 

NATO SEASPARROW Point Defense Missile System.  Belgium, Denmark, the 
FRG, Italy, The Netherlands, Norway, and the US are members of a consortium 
which is producing the NATO SEASPARROW Missile System under a Memorandum 
of Understanding for development and production signed in 1968.  This 
system includes a fire control radar, a launcher and a variation of the 
SPARROW Missile which will provide point defense to various classes of ships. 
The development phase of the program is complete, with only system modifi- 
cation and improvements continuing,and the production phase includes 
162 systems and subsystems, with initial production completed 
in 1978.  As of November 1, 1978, there are both US ships and NATO 
Consortium ships with the system installed.  Installation of all systems 
will be complete by FY I985.  The US is developing the SEASPARROW RIM-7M 
(monopulse) missile as a system improvement.  This missile will be made 
available to the other members in the Consortium when available.  There 
will be almost 100^ interchangeabi1ity since the complete program has been 
handled by a joint office.  Within European countries there are some minor 
variations.  Major procurement has been completed, and the only funding pro- 
files are for ordnance alterations and operations and maintenance, which 
are minimal and fully funded.  The SEASPARROW system is administered by 
a NATO Project Steering Committee established by member nations under 
the aegis of the CNAD. 

Rolling Airframe Missile (RAM),  The RAM Missile, formerly Anti-Ship 
Missile Defense System (ASMD), is a fire- and forget-missile that will 
help to meet the requirements of the US, the FRG and Denmark through the 
mid 1990s for point defense in a high threat environment.  It will provide 
increased firepower and thereby supplement other point defense systems. 
The US, the FRG and Denmark are preparing joint full-scale engineering 
development following two years of advanced development by the FRG and the 
US.  An MOU is now being negotiated and should be signed in March 1979- 
Anticipated delivery date is FY 1984.  Other members of the NATO SEASPARROW 
Consortium have unofficially expressed interest in the concept of provid- 
ing a RAM capability to their SEASPARROW launchers.  This program will 
provide missile standardization and limit the launching system to two 
variations; a stand alone launcher and a modification to the present 
SEASPARROW launcher. An infrared all-the-way seeker is being tested by 
the US.  The RAM development is RDT&E funded through FY 8k  to 50^ of program 
cost. 

NATO Anti-Surface Ship Missile (ASSM ll).  The US Navy is participating 
in a NATO project under the auspices of Project Group 16 of the NATO 
Naval Armaments Group, with France, the FRG, Norway, the UK and The 
Netherlands for the development of a second-generation anti-surface ship 
missile.  This missile would be similar to the HARPOON in size and range, 
but it would be able to accept varying modules within its configuration to 
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meet different national requirements.  A joint feasibility study has been 
conducted, and an Interim Phase Memorandum of Understanding has been signed 
to evaluate the study results.  Negotiations for the next stage, project 
definition, are presently under way.  This is a European-led effort with 
the UK, France and the FRG having major roles. 

NATO SEA GNAT.  This is a cooperative international research and 
development project which is sponsored by the NNAG and is being conducted 
under a 1976 MOU.  As the result of NATO sponsored studies, a common 
requirement was identified for a ship-launched decoy system to protect 
against air- and sea-launched anti-ship missiles, and the project was 
established in 1977 by a consortium of NATO nations.  Its purpose is to 
develop decoy rounds to protect ships against guided missiles.  This 
project will provide the participating nations with a standardized, 
chaff/infrared decoy system which will result in economies in develop- 
ment costs as well as potential savings in procurement and logistical 
support.  The SEA GNAT program is RDT&E funded through FY 80. 

The NATO SEA GNAT program continues to make good progress.  Discussions 
are being held on a Production Supplement to the Memorandum of Understanding. 
The US and the UK have indicated that they each intend to produce the 
NATO SEA GNAT System.  Although the US,with its share of S2%  of the costs, 
is the principal development nation, other partners are sharing the costs. 

NATO Patrol Hydrofoil Missile Ship.  The NATO Patrol Hydrofoil Missile 
(PHM) Ship is the product of a cooperative program with the Federal Republic 
of Germany and Italy aimed at answering the need for a small, fast ship 
capable of anti-surface ship attack as well as barrier and surveillance 
operations.  In the summer of 1977, the US made a production decision 
authorizing 5 PHM follow-on ships for a total of six.  It is planned that 
the six-ship US Squadron will be operated.  The PHM Ship Defense System 
Acquisition Review Council (DSARC) process is complete.  PHM-1 is 
operational; follow-on will be delivered in 1981 and early 1982.  Although 
the Germans and Italians remained full partners in PHM ship design and 
development until completion of the design stage (31 December 1977), 
only the US intends to produce PHM ships at this time.  Although other 
NATO Allies, notably the UK and Greece, have expressed interest in the 
PHM program, no countries have indicated any near-term desires to 
participate in PHM coproduction with the US.  US PHM production is fully 
funded. 

ERMISS Minesweeping Systems.  The US Navy is participating in a NATO 
project under the auspices of Project Group lA of the NATO Naval Armaments 
Group to develop an explosive-resistant multi-influence sweep system (ERMISS) 

The project commenced research efforts in September 1978 under an MOU 
between the participating countries:  France, the FRG, The Netherlands, 
the UK and the US.  A project office has been established in the FRG 
with a German project manager and an assistant manager from each of the 

6-96 



other participating countries.  A NATO steering committee oversees the work 
of the project.  The MOU covers the initial 2-3 years of the project, with 
a goal of being ready to proceed with construction by late 1981 of two 
prototype ships.  Actual construction would proceed under a subsequent 
MOU.  Each participating country will contribute approximately $,160K 
to cover the project's work for the period of the current MOU.  The 
project is fully funded for FY 1979- 

Electro-Optical Devices.  The US is cooperating with Canada on a ship- 
board Infrared Search and Track (IRST) System in Project Group 15 of the 
NNAG.  This is a joint three-phased program which is progressing well under 
an agreement signed in 1976.  Denmark, France, the FRG, Italy, The Netherlands, 
Norway and the UK are closely observing the US-Canada program and are being 
kept appraised of the effort by means of the NATO project group formed to 
consider the cooperative development and production of an IRST system. 
Phase I of the US-Canada program covers demonstration of feasibility and 
will form the basis for providing an operational capability.  As a follow- 
on, Phase II includes test and .evaluation; and Phase III, procurement. 

It is expected that in early 1979 the NATO project group will proceed 
toward agreeing on an MOU which would engage interested NATO countries in 
financial support of the US-Canada IRST system engineering development. 
This move depends on successful at-sea trials and would align NATO plan- 
ning for the IRST system with the US plans for engineering development 
commencing in 1979-  There is a strong possibi1ity that other NATO nations 
will be included in the IRST system development and procurement phases. 

Variable-Depth Sonar (VPS) Trials:  In October 1977 the US Navy joined 
Canada in a Memorandum of Understanding for joint US/Canadian VDS trials to flBB 
evaluate the feasibility of towing a variable depth sonar from a high-speed H^ 
platform.  This effort is called Project HVTOW.  The US Navy provides the ffisIS 
test platform, and Canada provides the variable depth sonar.  V/e anticipate ^^^^ 
resuming in-water rest of the full scale towed body in early summer 1979- 
The program is fully funded for FY 79. 

Undergraduate Jet Pilot Training System.  The Undergraduate Jet Pilot 
Training System (VTXTS) will replace the US Navy's aging inventory of 
intermediate and advanced training aircraft, the T-2C and TA-'O.  The 
VTXTS will consist of a fully integrated, interdependent matrix of academics, 

6-97 



simulation and in-flight training.  The VTXTS is approaching DSARC Milestone 
Zero.  Field delivery date is projected to be 1986. Among the alternatives 
undergoing investigation is that of acquiring an off-the-shelf low cost 
training aircraft, including those in production by several NATO countries. 
Conceptual studies will be solicited during FY 80, and the competition 
will be open to all qualified bidders.  To date, formal discussions have 
not been opened with potential contractors other than the US.  Specific 
funding for FY 80 is undergoing analysis for definition by early 1979. 

Expendable Harassment Drone.  This system is a low-radar cross-section 
expendable vehicle co-developed by the US and FRG air forces and enemy 
threat radars by delivering a warhead to damage the equipment. The harass- 
ment drone (HD) is a one-way vehicle to eliminate post launch command and 
control, recovery and refurbishing problems.  Preprogramed flight profiles 
eliminate enemy intrusion and takeover.  The HD will be equipped with a 
seeker-warhead pay load which will allow the capsule to acquire, guide to 
and dive on a target, exploding its fragmentary warhead and inflicting 
damage.  The NATO Long-Term defense Program (LTDP) identified the HD as the 
number three priority program for improving the Air EW capability of the 
Alliance in the 1980s.  Congress has approved FY 79 funding in the amount 
of $3.8M and full-scale USAF/FRG co-development is under way. 

Low-Altitude Airfield Attack System (LAAAS).  This program supports 
our share of the joint US/United Kingdom (UK) full scale development of 
the JP-233 weapon system.  The JP-233 system Includes specialized muni- 
tions capable of being delivered from low-altitude, high-speed aircraft 
against Warsaw Pact airfields.  A firm development cost plan (DCP) has 
been finalized in conjunction with the UK contractor and the UK Ministry 
of Defense.  During 1980 flight trials of development standard dispensers 
will begin using a British Buccaneer attack aircraft to evaluate flutter 
and jettison characteristics of the dispensers.  Sub-munition flight 
testing will commence from the Buccaneer, and preparations will begin for 
the flight test program using the Air Force F-Ili and the Royal Air Force 
Tornado (MRCA) aircraft. The joint full scale development phase of this 
program is due for completion in the second quarter of FY 8^.  Depending 
on a decision to enter into production of the JP-233 system, complete 
JP-233 systems could be procured for USAF use primarily in NATO.  US 
funding is $26M in 1979 and $25.3M in 1980. 
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VII.  TRAINING 

Joint or multinational training continues to be a major rationalization 
area with considerable potential for increased effectiveness.  When Allied 
military personnel train together in a common course of instruction, using 
common faci1ities^and equipment, they learn to work together and to utilize 
common procedures.  Moreover, in the long run, their national military forces 
will find it easier to agree on the common doctrine and tactics necessary to 
operate together effectively, in combat.  Another very important consideration 
is that consolidated training is often less expensive because of economies 
of scale. 

Within NATO the Euro NATO Training Group is the organization charged 
with developing proposals for useful cooperative training.  This group consists 
of training experts from all Alliance nations except France, Luxembourg and 
Iceland.  The group as a whole meets annually in plenary sessions.  Joint 
Services, Army, Naval, Air Force and Financial subgroups normally meet twice 
each year and appoint working groups for specific projects. 

Obstacles to Alliance cooperation in training include differences in 
operational doctrine and procedures and variations in military equipment. 
Differences in national doctrine make nations reluctant to send their personnel 
to training courses of other nations.  This problem would be alleviated if 
nations would train using common NATO rather than diverse national doctrine 
and procedures.  To the degree that there are major Allied differences in 
equipment, cooperative training opportunities tend to be limited to the 
basic level, for example, acquiring the skills to fly a training aircraft 
as opposed to an operational aircraft.  The Alliance can maximize cooperative 
training only if it also makes parallel progress in standardization of 
operational doctrine and equipment. 

PROGRESS IN SPECIFIC PROJECTS 

Basic Helicopter Pilot Training.  This joint project began operation in 
June 1976 when the first European student pilots began training at Fort Rucker, 
Alabama.  From then until the end of 1978 92 German, three Danish, 11 Norwegian 
and 11 Dutch students have completed training.  In FY 1979 99 European students 
are programmed for basic helicopter pilot training. 

The Euro NATO Basic Helicopter Pilot Training Course uses existing US 
training facilities and equipment and a NATO syllabus.  US students attend 
classes with the European trainees.  One Danish, one Dutch and ten German 
instructor pilots are working with US instructors.  Norway is expected to 
begin furnishing pilots this year.  In November 1978, representatives of 
the five nations attended the Fourth Euro NATO Basic Helicopter Training 
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Symposium at which a new draft training agreement was adopted for 
consideration by the final negotiating authorities. 

This joint helicopter pilot training project has been very successful, 
both from the viewpoint of Alliance cooperation in pursuing common goals 
and as a demonstration of savings achievable through common training.  Costs 
of the training are considerably less per student than would be the case if 
each of the participating nations conducted a separate helicopter pilot 
training program of equal quality. 

Nuclear, Biological and Chemical (NBC) Defense Training.  During 1977 
the Euro NATO Training Group, recognizing the need for improving the state 
of NBC defense training within NATO and the potential for greater cooperation 
in this training, established a permanent NBC Working Group.  This group 
convened twice during 1978 to exchange information on methods of NBC training 
and to examine the possibilities for joint NBC training.  In addition, the 
group adopted a series of recoimendations for improving the effectiveness 
of NBC training throughout NATO. 

Euro Patrol School.  In 1976 Germany proposed the establishment of an 
International Long Range Reconnaissance Patrol (LRRP) School with the 
objectives of standardized LRRP equipment, more cost-effective training and 
improved LRRP procedures and operations.  A preliminary course was conducted 
in June-July 1977 with students from Belgium, Denmark, Germany, Greece, 
Netherlands, Norway, the United States and the United Kingdom.  The staff for 
the course came from Germany, the United Kingdom, Belgium and The Netherlands. 
A LRRP Evaluation Conference was conducted later in 1977 at which a revised 
program of instruction was recommended.  All Euro NATO Nations are involved 
in this school to some degree.  Active US participation in the Euro Patrol 
School consists of three non-commissioned officers on the school staff as 
instructors and four students in attendance at the first regular course 
from October to December 1978.  A LRRP conference is scheduled for early 
1979 at which representatives from participating nations will discuss further 
refinements.  US Army Europe will provide US representation at the conference 
and is sending students to courses scheduled in January, March and May 1979- 

NATO Engineer Course.  In 1977 the NATO Central Army Group (CENTAG) 
proposed that a NATO Engineer School be established to contribute to 
interoperability training of the NATO nations in mine field/barrier techniques. 
In August 1977 the US Army Europe sponsored an initial working conference on 
the project attended by representatives of the US, Belgium, Canada, the FRG, 
The Netherlands, Portugal and the United Kingdom.  During a subsequent working 
group meeting in November 1977 Germany offered the Engineer School at Munich 
as the site for the NATO course, and the working group began development of 
the course syllabus.  US Army Europe provided 15 students and an officer and 
a non-commissioned officer as instructors for the preliminary course which 
started in May 1978.  Five courses are planned for 1979; the US Army Europe 
plans to have students in each of these courses. 
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LANCE.  During a Euro NATO training meeting in 1973 Germany announced 
plans to expand Its LANCE School facilities and offered courses of instruction 
for detachment commanders and maintenance personnel to Euro NATO nations. 
Since then courses have been conducted at the German Technical School in 
Aachen for military personnel of other NATO countries.  Subsequently, the 
United Kingdom offered and conducted training courses in LANCE gunnery and 
ammunition at the UK School of Ammunition.  The US has been training LANCE 
personnel from Belgium, Germany, Italy and the United Kingdom at Fort Sill, 
Oklahoma.  In June 1977. a working group agreed on a LANCE syllabus for a 
course on laying, loading and fire control duties.  The first course of four 
weeks duration was held at the German Missile School, Geilenkirchen, in 
October 1977 and was attended by students from Belgium, Netherlands, Germany 
and the United Kingdom.  The US Army Europe sent four students to the UK 
courses during 1978 and has quotas for two students each to both the British 
and German courses in 1979- 

SP 70 and FH 70 (155mm Gun) Training.  The UK has proposed unit instructor 
and maintenance courses for the FH 70 Gun System, a towed 155mm gun scheduled 
to be fielded in 1979.  Norway, Denmark and Belgium have expressed interest 
in the FH 70 training program.  The FRG has proposed the establishment of a 
Euro NATO Training Center for the SP 70, the self-propelled version of the 
FH 70, for the mid 1980s when this weapon system is to be fielded.  The FRG 
and the UK are developing course syllabi, student costs and instructor 
requirements.  The US is monitoring both of these training projects. 

USAREUR Command Language Program (CLP).  The US Army Europe is continuing 
its Command Language Program with the objective of enabling all of its 
personnel to integrate their military activities with those of the host nation, 
thus enhancing interoperability and communication with the host nation populace. 
All military personnel receive at least kO  hours of instruction in the host 
nation language.  Officers assigned as brigade or battalion commanders must 
take 120 hours of language instruction.  Instruction in German special military 
terminology has been added recently. 

Attack Helicopter Gunnery Ranges. A program is being developed to allow 
the exchange use by the UK and the US of each other's attack helicopter gunnery 
ranges.  The US would use the Larkhill and Otterburn ranges in the UK in 
exchange for UK use of the US range at Grafenwoehr, Germany. A successful 
pilot program for US helicopter units was conducted at Larkhill in November 1978. 

Communications Training.  The UK has reported that it was developing a 
new course starting in July 1979 which would better prepare qualified officers 
for communications positions on NATO command and headquarters staffs by broadening 
their knowledge of NATO communications plans, procedures and organizations. 
The UK will provide details as to syllabus and course cost at the Spring 1979 
meeting of the Euro NATO Naval Subgroup.  The US is considering using this 
course as a refresher for officers reporting to NATO communications billets 
in Europe and will participate in curriculum review and monitor progress. 
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Maritime Tactical Schools (HTS) Conference.  The purpose of this 
annual conference is to provide a forum for the exchange of ideas and to 
discuss the possibility of establishing a course in Coastal Water Maritime 
Warfare.  Representatives at annual meetings are normally the directors of 
national tactical schools.  Germany hosted the first meeting in February 1978. 

Simulator Training Catalog.  This catalog lists the simulators available 
to visiting NATO ships in the various NATO ports.  Denmark has the lead in 
this project and will provide an annual update based on inputs from other 
countries.  Next update will be presented at the Spring 1979 meeting of the 
Euro NATO Naval Subgroup. 

NATO Air-Ground Operations School (AGOS).  This project has been under 
study by a Euro NATO Training Working Group.  A report of the Air Force 
Subgroup was transmitted to the Supreme Headquarters Allied Powers Europe 
(SHAPE) in the spring of 1978 recommending Oberammergau, Germany as the 
preferable location for the NATO AGOS with the Joint Warfare Establishment 
in the UK an acceptable alternate solution.  Final site selection awaits 
the results of a costing study..The school would provide instruction in 
coordination of air-ground operations to 300 NATO students per year, would 
be staffed by instructors and staff members from the NATO nations, and 
would operate under the direction of SHAPE.  The school would make a major 
contribution to better coordination of air-ground operations among the 
NATO nations. 

Tactical Leadership Program (TIP).  Establishment of a Tactical Leader- 
ship Course for the Central Region was approved by a Memorandum of Under- 
standing (MOU) signed on 29 September 1977-  Phase I of the program, which 
was initiated by Allied Air Forces Central Europe (AAFCE) at Furstenfeldbruck 
Air Base, Germany, on 10 January 1978, consists of seminar training covering 

weapons system descriptions, basic tactical doctrine from national vlewooints. 
and leadership development for the employment of tactical air forces.  Eight 
seminars, with 1M graduates from six AAFCE nations plus two French graduates, 
have been conducted.  Phase II will include flying training structured 
toward application of tactics, enhancement of tactical leadership skills, 
and development of aircrew confidence In multinational tactical employment. 
The total program combining Phase I (seminar) and Phase II (flying) Is to 
be established In June 1979 at a permanent location yet to be selected. 

Fighter Weapons Instructor Course (FWIC).  Currently, NATO's require- 
ments for fighter weapons Instruction are being met In part by TIP and 
mobile training teams (MTTS) from the US and German Air Forces.  Because 
of NATO's requirements for fighter weapons Instructors and the escalating 
costs of training, we need to develop a FWIC in NATO. 

_ Aircrew Combat Training.  Because NATO does not have an adequate 
facility, other NATO nations have been participating in aircrew 
combat training exercises in the US.  The a 11iance needs a facility 
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in Europe that would offset some of the costs associated with conducting 
this training in the US and which would provide the added benefit of a NATO 
environment for training.  This facility, cooperatively managed, financed, 
and manned by the Alliance, could effectively add to combat readiness and 
rationalization, standardization, and interoperabi1ity within NATO. 

NATO Air Defense Ground Environment (NADGE) Training.  NADGE training, 
conducted at Erndtebruck, Germany, provides realistic air Intercept and joint 
maintenance training for military personnel of the NATO nations.  Denmark, 
the FRG, Greece, Italy and the US have participated in courses which are 
taught in both German and English.  This training enhances controller 
crossfeed and standardization of techniques and procedures and, coupled 
with early implementation of AT-^tO, will help ensure common airspace control 
procedures and management throughout NATO.  Eleven courses are planned for 
1979- 

NATO Flight Safety Officer Training.  The purpose of this training is 
to exchange and disseminate flying safety techniques, procedures and 
philosophy.  The Euro NATO Training Air Force Subgroup has requested that 
the Air Staff of the FRG Ministry of Defense set up a model Flight Safety 
Officer Training Course at the earliest possible time.  Current plans call 
for training 80 flight safety officers per year at a series of four-week 
courses at Furstenfeldbruck, Germany.  After finalizing course development 
during the first half of 1979, the FRG will request that each Ally submit 
its respective requirements. 

Euro NATO Flight Supervisors Course.  The Euro NATO Training Air Force 
Subgroup accepted a UK offer to conduct two one-week courses per year for 
up to \k   flight supervisors from interested NATO nations.  The instruction 
focuses on flight management and supervisory techniques, procedures and 
doctrine, with the course serving as a forum for exchange of views on 
these subjects among the NATO nations.  Two courses were held in 1978. 
NATO nations have indicated interest in future courses and have been asked 
to consider sending representatives who will, in the near future, take up 
executive flying appointments. 

Dissimilar Air Combat Tactics (DACT) Exercises.  The objective of DACT 
exercises is to allow Allied and US Air Forces Europe tactical fighter aircrews 
to exercise in the air-to-air role against aircraft of dissimilar characteristics 
and performance capabilities using common rules of engagement.  Arrangements are 
now in effect for DACT exercises between specific US Air Force tactical fighter 
units and the air forces of The Netherlands and the United Kingdom.  Additional 
DACT exercises have been conducted with Denmark and Germany during NATO exer- 
ci ses. 
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Electronic Warfare Training.  The US-UK electronic warfare training 
facility, located In the United Kingdom, began electronic warfare training 
for US/UK aircrews In 1977.  The NATO Electronic Warfare Training Course 
at Florence, Italy has been expanded to Include aircrew training.  How- 
ever, the Alliance needs a NATO aircrew electronic warfare tactics facility 
In Central Europe to provide training similar to that provided by the 
US-UK facility.  As an interim solution, current plans call for an approach 
using multiple ground sites.  The Conference of NATO Armaments Directors 
(CNAD) has established a project group which Is continuing development of 
agreements to site the threat simulators. 

The project group is .finalIzing a memorandum of understanding between 
the FRG, France and the US which will establish a multi-site facility in 
Germany and France.  Belgium, The Netherlands and the United Kingdom are 
also Investigating the possibility of a similar facility in Belgium.  The 
long term solution would appear to be dependent upon a Central European 
nation providing land area large enough to accommodate a range. 

The USAF will continue to conduct the EW Operations Staff Officer 
Course for NATO students at Mather AFB, California.  The USAF provides 
course materials and Instructional staff for five annual courses, each 
consisting of 10-15 students, covering fundamental EW concepts, air defense 
system operations, EW attack system operations, and EW planning and resource 
management.  The student enrollment Is approximately 50^ German, with the 
remainder equally distributed among Belgium, Canada, Denmark, France, 
Greece, Italy, The Netherlands, Norway, and the United Kingdom. 

The US plans to establish three new EW courses at Corry Station, 
Pensacola, Florida, administered by the US Navy with instructors provided 
from civilian contractor sources.  Germany, Greece and Portugal are interested. 
Courses planned are Enlisted Operator/Maintenance, EW Staff Officer and EW 
Watch Officer.  Present plans call for beginning the Operator/Maintenance 
course In April-June 1979 with officer courses planned for January-March 
1980, dependent on Allied interest. 

A Joint Service Advanced Electronic Warfare Course will be conducted 
at the NATO School In Oberammergau, Germany in 1979-  The US is providing 
part of the instructional staff and course materials.  The NATO Electronic 
Warfare Advisory Committee (NEWAC) Is defining the overall requirements for 
EW training and examining whether the EW training function at Oberammergau 
could be expanded to include evaluation and analysis facilities and thereby 
establish the NATO school as the center of NATO EW expertise.  In addition, 
NEWAC has identified a need for senior officers assigned to NATO command 
appointments to attend the NATO Joint Senior EW Course at RAF Cranwell in 
the UK as a prerequisite to assumption of duties.  Once requirements are 
identified by the MNCs, It is anticipated that the Military Committee will 
Include this requirement as a prerequisite for assignment to certain posi- 
tions. 

Common funded EW services are now regularly employed to provide a more 
realistic EW environment during NATO exercises. 
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Air Combat Maneuvering Instrumentation (ACMI). ACM I is a system of 
ground-based tracking stations, computers, aircraft pods and a ground control 
display and debriefing subsystem.  It monitors aircraft engaged in simulated 
air-to-air combat and depicts the Information on the ground subsystem.  The 
simulated air battle Is recorded so that participating aircrews can be 
debriefed on its course and outcome.  Headquarters, US Air Forces in Europe 
(USAFE) has conducted negotiations with the Italian, German and UK Air Forces 
to obtain support facilities and prefinancing In return for shared use of 
the system.  Installation of the system at Declmomannu, Sardinia, has begun 
and Is expected to be operational by July 1979. 

Selection of Undergraduate Aircrew Students.  During the past year, new 
national methods of preselection and prediction of success rates for air- 
crews prior to their commencement of flying training and during training 
were presented to the ENT Air Force Subgroup (AFSG) In order that all Allies 
could benefit from the reduced wastage rates and economies in training 
resources which result from these methods.  The ENT-AFSG agreed that exchange 
of Information as well as visits between national specialists should continue 
to encourage similar future Initiatives.  The US supports the ENT-AFSG 
Initiative to hold a yearly seminar on the selection of undergraduate air- 
crew students, particularly in view of the positive effect on the proposed 
Euro NATO Joint Jet Pilot Training Program. 

Euro NATO Joint Jet Pilot Training.  Because of the high cost per student 
involved in training Jet pilots, the Alliance would benefit from the cost- 
effectiveness and increased military effectiveness and readiness of a 
cooperative pilot training program.  In 1978 the Euro NATO Training Group 
approved Initiation of a joint jet pilot training (JJPT) project, which would 
use a NATO-developed syllabus, a joint NATO faculty and US facilities dedi- 
cated to NATO.  The program, consisting of both undergraduate pilot and 
fighter lead-in training would be \ki  months in duration.  If all Euro NATO 
nations choose to participate, JJPT initially could graduate 320 students 
(Including 110 US students) per year with as many as 7^0 students per year 
In the long term. 

After Its working group studied alternative proposals and sites In the 
United States, Canada and Europe, the Euro NATO Training Group concluded In 
1976 that, for the short term (10 years), the JJPT project could be conducted 
most effectively and economically in the US because of a combination of 
adequate facilities, favorable weather, relatively uncongested air space and 
significantly lower costs.  The European Allies requested additional cost 
comparisons of US sites with those In Turkey and Italy. After additional 
study the Euro NATO Training Group confirmed the savings available through 
the US option, and In late 1977 the Euro NATO Training Chairman again recommended 
to the Eurogroup and NATO Defense Ministers that the US option be adopted. 
At their December 1977 meeting, however, the Eurogroup Ministers again agreed 
to a Turkish request for additional time to further consider cost data. At 
the request of the Chairman, Euro NATO Training, the US reviewed Its offer 
to determine whether It remained valid In view of Inflation and base closings 
and. If so, for how long. 

6-105 



In March 1978 the DoD informed the Euro NATO Training Group Chairman 
that the offer was valid through 1 June 1978 but emphasized that the cost 
estimates would require recomputatIon because of Inflation and changes in 
the agreed syllabus and maintenance concept.  The Eurogroup Ministers 
agreed In May 1978 to Implement the program with the United States hosting 
the short-term program for a ten-year-period.  In response to a US invi- 
tation In July 1978, twelve countries (all NATO countries except France, 
Iceland, and Luxembourg) Indicated an initial first-year requirement to 
train 295 pilots with an Increase to 320 In subsequent years.  The Air 
Force Is developing an Implementation plan which will be presented to 
Al1ies early In 1979. 

In a related action the Euro NATO Training Air Force Subgroup (ENT- 
AFSG) has Identified a requirement for a future training aircraft to 
support the Euro NATO Joint Jet Pilot Training (ENJJPT) long-term solution. 
The ENT-AFSG has tasked the ENJJPT Working Group (ENJJPTWG) to develop an 
operational objective for the future training aircraft in parallel with 
their study and review of a possible European solution for the ENJJPT long- 
term requirement.  Presently the milestones for this requirement call for 
an outline of operational objective (000) to be developed by 1982, for 
negotiations for cooperative NATO development to be undertaken by Conference 
of NATO Armaments Directors (CNAD) In I983, and for production of training 
aircraft to begin In the early 1990s for eventual phasing Into the long-term 
ENJJPT solution.  The US supports this Initiative. 

TRAINING COSTS 

The costs charged by one Euro NATO nation for training personnel of 
other Euro NATO nations are determined by principles established in NATO 
Standardization Agreement (STANAG) 6002 which has been ratified by all 
Euro NATO nations.  STANAG 6002, "Principles and Procedures for the Conduct 
and Financing of Common Training," deals with the training of individual 
students using existing national facilities, normally excess, and directs 
that training will be provided on an incremental cost basis.  Because of 
restrictions Included In the Arms Export Control Act of June 1976, US 
ratification of STANAG 6002 included a reservation that the US must charge 
direct costs but could waive Indirect costs and administrative surcharges 
on a reciprocal basis.  The UK Included a similar reservation in their 
ratification. 

The majority of the Euro NATO countries are concerned with the US and UK 
reservations and are pressing. In some cases at Ministerial level, for the use 
of Incremental costs for all training under STANAG 6002.  For many years our 
Allies have followed the concept of incremental costing in assessing charges 
for training conducted for other NATO countries arid are asking the US and the 
UK to do the same.  The Euro NATO Training Financial Subgroup met twice in 1978 
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to attempt to rewrite STANAG 6002 to permit withdrawal of US and UK 
reservations.  However, new US legislation is required.  Therefore, the 
DoD is considering proposing legislation that would permit the charging 
of incremental costs, on a reciprocal basis, for training the US performs 
for other Euro NATO nations.  We believe that this action would be more than 
justified by the increased military and cost effectiveness which would result 
from the rationalization/standardization/interoperability benefits that would 
accrue to the US, its Allies and NATO from-enhanced commonality of tactics, 
technique and procedures, and from improved capability of NATO forces to 
operate together in combat 

A related matter that has caused the FRG dissatisfaction is the agreement 
between DoD and the staffs of the Congressional Appropriations Committees that 
the dedicated programs for training German jet pilots in the US would not come 
under STANAG 6002 but would be full-costed.  We are considering FRG requests 
to price these programs under STANAG 6002 as we do for all other training 
conducted by the US for Euro NATO Allies. 

STANAG 6003, "Principles and Procedures for the Financing of the 
Establishment and Operation of Common Training Facilities," deals with the 
establishment and operation of new training facilities for joint use by NATO 
countries.  Although several countries have ratified a draft copy of STANAG 
6003, the document has not been completely staffed and coordinated by the Euro 
NATO Training Group.  At its meetings in January and September 1978 the Financial 
Subgroup rewrote this STANAG to clarify the wording.  The document will be 
finalized at a meeting of the Financial Subgroup early in 1979 and submitted 
for formal staffing and ratification.  A draft of this document is being used 
as the pricing guidance in developing the implementation plan for the Euro NATO 
Joint Jet Pilot Program, 

Congressional support for US participation in Alliance training programs 
can pay large dividends in improved combat capability.  Cooperative Alliance 
training helps NATO achieve standardized procedures, tactics and operational 
doctrine as well as improved interoperability on the battlefield.  Perhaps most 
important, common training nurtures the military rapport and common bonds that 
are so essential to an effective Alliance. 
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VIM.  MILITARY DOCTRINE, EXERCISES, FORCE STRUCTURE, 
AND INTELLIGENCE 

Although not a part of the Long-Term Defense Program, a 
number of other rationalization/standardization efforts currently under way 
in NATO also contribute significantly to rationalization of NATO defenses. 
During the past year steady progress has been made within' the Alliance in 
adoption of common military doctrine which is the key to successful multi- 
national force integration.  In order to assess the effectiveness of these 
and other rationalization efforts, Allied military commands have continued 
to conduct both bilateral and multilateral exercises using various 
scenarios.  Alliance force structure improvements, particularly qualitative 
improvements of deployed and NATO earmarked forces, have continued through 
1978. 

COMMON MILITARY DOCTRINE 

Essentially, military doctrine encompasses all the various guidelines 
which the military forces use in their operations.  Tactical doctrine is 
generally divided into three levels, starting with basic doctrine which 
provides the broad principles for warfare in a specific environment, e.g., 
land warfare.  Operational doctrine supports basic doctrine in specific 
functional areas, for example, antisubmarine warfare.  Finally, operational 
tactics deal with the execution of specific tasks such as close air support 
procedures. 

Land Warfare Doctrine.  The Allied Tactical Publication 35, "Land 
Force Tactical Doctrine," first issued in draft in February 1975, has been 
published and issued to units in the field.  This publication provides a 
modernized doctrinal foundation for all succeeding NATO land forces 
doctrine and procedures manuals.  Broad areas covered include offense, 
defense and nuclear operations.  Specific areas covered include, among 
others, tactical aspects of nipht operations, airmobile operations, the 
land-air battle, electronic, warfare , and airborne operations. 

The USAREUR Handbook for NATO Operations identifies differences between 
the doctrine, operational procedures, priorities and terminology of the 
US forces and those of the other NATO forces positioned in Central Europe. 
It is an unclassified description of those factors which could jeopardize 
smooth interoperations if a CONUS-based division were assigned to an Allied 
corps in AFCENT.  The initial draft was distributed for review during the 
summer and used by US units participating in the 1978 NATO Autumn Forge 
exercises.  An updated draft is being edited for publication in early 1979. 

To date, US/FRG Army staff talks have resulted in a total of nine concept 
papers that have been formally approved and signed by the Chiefs of Staff 
of the US and the FRG Armies.  They address the Threat, Anti-Armor, Air 
Defense, Airmobile Qperations, Mobi1ity/Countermobi1ity, Fire Support, 
Military Operations in Built-Up Areas, Terrain Analysis, and Reconnaissance. 
During the past year Joint US/FRG efforts have culminated ^ a" freement 
in principle on two additional concepts. Night Operations and NBC Defense. 
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It Is anticipated that these two concept papers will be presented formally 
for ra',.. ication and signature by the Chiefs of Staff of both armies in 
Spring iy79. 

As a follow-on to agreement on joint tactical concepts, the two armies 
formalized methodology by which a joint definition of weapons systems 
requirements can be derived.  The Military Equipment Characteristics Docu- 
ment (MECD) is used for this definition.  This document facilitates 
establishment of a joint US/FRG Army user position on the requirement for, 
and the nature and characteristics of, a weapons system in order to promote 
mutual cooperation.  Procedures for cooperation on both major and non-major 
items of equipment also have been formalized and agreed. 

In June 1978 the Commander in Chief, US Army Europe, and the Chief of 
Staff of the German Army reached agreement in principle on a German Army 
Draft Interoperability Concept.  The theme of the concept is operational 
cooperation (operational interoperability) among all allied forces in the 
FRG.  The concept outlines five areas of cooperation:  personnel, operational 
command, liaison system, logistics assistance and exercises.  The objectives 
of the initiative are to insure that every corps can command a division or 
a brigade of another nation, every division and brigade is prepared to be 
subordinated to a higher headquarters of another nation, and divisions and 
brigades of different nations can accommodate brigades of other nations 
operating in their combat sector.  The German Army has staffed the draft 
concept and is in the process of finalizing it as a plan.  Upon final 
agreement the plan will be presented to the Commander-in-Chief, Allied 
Forces Central Europe, as a joint US/FRG interoperability plan, with the 
recommendation that it be implemented AFCENT-wide. 

US Army bilateral staff talks with the UK Army also are progressing and 
efforts are under way to establish bilateral staff talks between the US and 
the French Armies.  The second meeting, held in England in September 1978, 
resulted in agreement in principle on a joint threat paper and agreement to 
develop four other concept papers.  Bilateral agreements such as these will 
improve the ability of US and Allied armies to meet the Warsaw Pact threat. 

Naval Warfare Doctrine.  During the past year NATO navies have 
continued to devise, review, and refine a variety of doctrinal guidance. 
At present there are 52 Alliance-wide maritime publications.  These 
publications, which are under the auspices of the NATO Military Committee and 
the Military Agency for Standardization, address virtually every aspect of 
naval warfare. 

In 1978 three tactical doctrine publications were produced or rewritten 
These works were concerned with mine countermeasures, amphibious embarkation, 
and doctrine/tactical instructions.  As custodian for one of these documents, 
the US had the major responsibility for shaping the final product.  Three 
otherpublication^were cancelled because of obsolescence or inutility.  The US 
contributed to the development of \k  changes to various tactical publications 
of which the US is custodian of seven.  Six new NATO Standardization Agree- 
ments (STANAGS) were ratified, and ten were revised. These STANAGS covered 
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such subjects as replenisKment at sea, shipboard helicopter facility 
designations, and minimal training requirements and qualification for 
diving medical officers. 

in  addition to review and development of publications and agreements, 
the US is participating with its NATO Allies in the development of a series 
of standard concepts of operations which are under the auspices of the three 
Major NATO Commanders (TRI-MNC).  Some of these concepts which involve 
maritime matters include the TRt-MNC Concept of Maritime Operations, the 
TRI-MNC Operational Concept for Air Defense, the TRI-MNC Military Concept 
of Operations for the NATO Airborne Early Warning Mixed Force, and the Concept 
for NATO Maritime Mining. 

Alliance and national exercises provide the opportunity to test these 
new concepts and to practice establishd procedures and doctrine.  Multi- 
national forces such as the Standing Naval Force, Atlantic, the Standing 
Naval Force, Channel, and the Naval On-Call Force, Mediterranean continuously 
employ and participate in the development of naval tactical concepts and 
doctrine.  Through post exercise discussions the Permanent Maritime 
Exercise Analysis Team provides an assessment on the adherence to NATO 
doctrine during exercises and identifies areas in which improvements could 
be made. 

Air Warfare Doctrine.  Allied Tactical Publication (ATP) 33, "NATO 
Tactical Air Doctrine," effective on 1 October 1976, is the doctrinal 
cornerstone for employment of airpower by NATO air commanders, using 
centralized control of air resources as its key principle.  A complete 
review of the publication is underway with a view toward establishing a 
family of tactical air doctrine under the umbrella of ATP-33.  Also, Allied 
Tactical Publication kO,   "Doctrine and Procedures for Airspace Control in a 
Combat Zone," became effective September 1977-  It has proven invaluable 
in establishing regional air space control systems which can promote the 
safe, efficient, and flexible use of airspace in a combat zone.  Other NATO 
tactical air doctrines are currently being revised and updated.  ATP-27(A), 
"Offensive Air Support Operations," will be broadened in scope to include 
such operations as defense suppression.  A complete revision of ATP-27 
has been initiated.  The draft of ATP-27 is currently being circulated for 
national comment and ratification is expected in 1980.  Additionally, a 
new doctrinal publication, ATP-^2, "Counter Air Operations," is being 
circulated for ratification, which is expected in I98O.  US leadership in 
this field continues to drive NATO doctrine development programs. 

Chemical Warfare Defense Procedures.  The US Air Force has initiated 
an extensive program to attain a sustained operational capability under 
toxic conditions.  The program applies to all forces stationed in Europe and 
all who are designated for possible mobilization into Europe.  This program is 
being developed in close coordination with the UK and the FRG, and other NATO 
countries are being encouraged to participate to the maximum extent. 
Personal protective equipment is being delivered to USAFE in quantity, and 
aircrew and ground support personnel have begun an intensive training program 
on the equipment.  US Air Forces in Europe (USAFE) developed design criteria 
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for CW protection in semi-hardened facilities (command operations centers, 
squadron operations and ready crew), and some construction is in progress. 
The US Air Force Civil Engineering Center is developing design criteria to 
modify existing facilities for support personnel.  Major future tasks are to 
provide improved aircrew equipment items; to develop large-capacity decontamina- 
tion equipment to rapidly decontaminate aircraft, support equipment and 
facilities; and to develop improved detection capabilities. 

Emphasis placed on acquisition of protective equipment, integrated 
NBC defense training, and organizational changes required to assure an 
effective NBC defense capability has significantly improved the readiness 
of US forces in Europe.  NBC individual protective equipment has been 
delivered to US Army Europe (USAREUR) units in quantities sufficient for 
immediate defensive operations.  Unit training with the automatic chemical 
agent alarm is under way.  NBC defense programs for unit training in USAREUR 
have improved significantly, and more realistic NBC play has been integrated 
into operational exercises.  NBC defense teams organized in 1978 to support 
each combat division in USAREUR will be upgraded and reorganized into company 
size units during 1979. 

The US Army and the FRG have completed a joint concept paper on NBC 
defense which is to be signed early in 1979-  The paper develops broad 
concepts for NBC defense which will meet specific US and FRG requirements, 
lead to commonality in NBC defense doctrine and promote cooperative RDTE 
programs in NBC defense. 

Action is being taken to improve the condition and capability of 
retaliatory chemical stocks in the face of a major Warsaw Pact chemical 
threat.  The improvement effort will provide the highest degree of readiness 
possible within the constraints of policy directives, public laws and the 
capability of the existing stockpile. 

THE NATO EXERCISE PROGRAM 

The NATO Military Exercise Program is designed to improve the 
capability of NATO and national forces, headquarters, and agencies to 
implement NATO contingency and general defense plans, all of which require 
close cooperation among forces of different nationalities.  Major NATO 
Commanders have the responsibility to develop the military exercise process 
which involves exercising forces in NATO military exercises. 

AUTUMN FORGE.  The central feature of the NATO exercise program within 
the Allied Command Europe (ACE) is the AUTUMN FORGE exercise series created 
in 1975.  The intent was not to establish a single large centrally controlled 
exercise but, within the existing exercise structure, to strengthen the 
capabilities of our diverse national forces and the land, sea, and air 
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components of those forces to work together.  It should be emphasized 
that In no way are these Integrated exercises; they are still planned and 
conducted by the sponsoring nations to meet diverse national training 
objectives.  However, the common Intelligence scenario of AUTUMN FORGE 
has permitted NATO Influence In Its conduct to a degree never before 
achieved.  This, In turn, has helped to align national exercise activities 
to meet more effectively integrated Alliance needs. 

The AUTUMN FORGE exercise series has been the key ingredient of the 
NATO Improvement program, enabling validation of doctrine and procedures, 
checks of equipment, training of soldiers and leaders, and testing and 
Improvement of the myriad tasks that must be performed in time of war.  In 
particular, this exercise series has provided unique opportunities to 
comprehensively assess the effects of the Innovations instituted individually 
and to redirect efforts and priorities In order to further enhance overall 
military effectiveness. 

In AUTUMN FORGE 78 a NATO headquarters (Allied Forces, Central Europe) 
was involved for the first time in the process of coordinating reinforce- 
ment movements from the United States.  Intratheater reinforcement was expanded 
to include airborne reinforcement of the Northern Region; and, for the first 
time, a US-based air defense unit, a HAWK battery, was deployed to Europe. 
At the same time, increased use of complicated intermodal connections was 
made along with increased use of Luxembourg air lines of communications. 

US forces participated In 17 of the 31 exercises in the AUTUMN FORGE 
78 series and conducted successful operations with Belgian, Dutch, French, 
German, Italian, Luxembourg, and UK forces.  Air and ground tactical and 
support operations reflected compatible doctrines and readiness. 

REFORGER and CRESTED CAP.  In the US REFORGER and CRESTED CAP exercises 
conducted In conjunction with the AUTUMN FORGE series for 1978, over 13,000 
troops, 34,000 tons of equipment (Including 1,035 vehicles and 117 helicopters) 
and 96 F-^E aircraft were deployed from the continental US to Europe In a 
timely, safe and highly professional manner.  Facilities and procedures 
from the US through lines of communications to major assembly areas were 
val I dated. 

The performance of our military personnel working together with US 
and Allied civilians was especially gratifying as was the quality of an 
unprecedented amount of host nation support.  While variations in doctrine 
continue, the exercises revealed higher levels of compatibility throughout 
all operations.  The exercises included several firsts:  non-stop deploy- 
ment of troops from the west coast of the US to Europe using C-5 aircraft 
and aerial refueling; special routing and procedures for semi-secure 
deployment; and surge through Goose Bay, Labrador, using Military Airlift 
Command (MAC) and civilian personnel.  Most battalions took less than the 
anticipated time to draw P0MCUS stocks, and the issue of equipment and 
ammunition at night was accomplished without difficulty.  GOLDEN THUNDER 
was the first exercise to deploy a battalion on a no-notice basis to draw 
prepositioned unit sets of equipment and participate in a follow-on field 

training exercise.  The 2nd Battalion, 37th Field Artillery, was 
deployed from Fort Sill, Oklahoma. 
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The REFORGER exercfse for 1979 will not be conducted In conjunction 
with the AUTUMN FORGE series but Is being held during the period 3 January 
to 28 February 1979 to take advantage of winter training conditions In 
Europe.  Two brigades of the 1st Infantry Division (Mech) from Ft. Riley, 
Kansas, and one brigade of the 2nd Armored Division from Ft. Hood, Texas, 
will deploy with selected support units to the FRG.  These CONUS-based 
units will participate In the VII (US) Corps field training exercise 
CERTAIN SENTINEL.  A battalIon-size no-notice deployment with an issue 
of POMCUS equipment will also be conducted during REFORGER 79- 

NORTHERN WEDDING 78.  This exercise, was conducted during the period 
^-19 September 1978 In the eastern Atlantic, North Sea, and English Channel. 
More than 'tO.OOO men, 172 ships and 800 fixed and rotary wing aircraft from 
nine NATO nations participated in this exercise.  Combined amphibious 
landings were conducted in the Shetland Islands, southern Norway and Denmark. 
After landing In Denmark,the US Marine Corps ^th Amphibious Brigade part'- 
cipated In the additional Exercise BOLD GUARD In Denmark and Germany. 

DISPLAY DETERMINATION 78.  This major NATO exercise. Involving the 
forces of six nations, was conducted in the Southern Region of the Allied 
Command Europe, from 28 September to 13 October 1978.  Amphibious landings 
were conducted at Vatika and Strymonikos, Greece.  The amphibious landing 
force was comprised of United States Marines, United Kingdom Royal Marines, 
Italian Marines, and Greek Naval Infantry.  Naval operations during DISPLAY 
DETERMINATION 78 provided important training for participating naval and air 
forces In coordinating their respective efforts in a multinational environ- 
ment to defend the sea lines of communication from the Eastern Atlantic to 
the Eastern Mediterranean.  The overriding theme of DISPLAY DETERMINATION 
was to exercise NATO's ability to defend Allied territory against aggression 
along Its southern flank with the rapid employment of external reinforce- 
ments. 

WINTEX/CIMEX 79-  In the area of major command post exercises this 
exercise (planning for which is currently underway) Is of particular Interest. 
WINTEX/CIMEX 79 is the latest In the WINTEX series of major NATO-wide command 
post exercises conducted biennially In the spring.  CIMEX Is the NATO civilian 
participation In WINTEX 79.  WINTEX/CIMEX 79 Is unique among WINTEX exercises 
because of the extensive NATO civilian participation.  The exercise for 1979 
is sponsored by the NATO Secretary General and will be conducted In coordination 
with all the major NATO commands. 

WINTEX/CIMEX 79 Is designed to test procedures for the movement, protec- 
tion and supply of all reinforcements, reserves, supplies and equipment 
necessary to provide the. military with the manpower and material needed for 
the defense of Europe.  It will test the coordination procedures of civil 
and military authorities in crisis management and control of transport 
essential to moving troops, equipment, supplies and refugees.  WINTEX/ 
CIMES 79 will also exercise civil and military authorities in the use of 
operational and logistic plans, procedures and communications throughout 
NATO in order to evaluate and improve NATO's readiness and effectiveness 
to function in a period of crisis and war. 
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POWER PLAY 79.  In conjunction with and in support of the NATO 
WINTEX/CIMEX exercise, the United States will conduct Exercise POWER PLAY 
79, a Joint Chiefs of Staff-sponsored worl-dwide command post exercise 
designed to maximize interplay among military, civilian, and political 
participants. 

US Service Participation in Exercises.  The US Army Europe (USAREUR) 
has developed a number of exercise-related initiatives which are included 
in the USAREUR Five-Year Exercise Master Plan.  This plan provides not only 
a coordinated and systemized approach for the participation of USAREUR 
forces in future US, NATO, and other national exercises but also for the 
participation of selected CONUS-based units in European exercises other 
than REFORGER and for numerous small scale aviation/helicopter exercises 
on a bilateral or multilateral basis. 

US Naval Forces Europe units in the Mediterranean and European waters 
have been directly involved in 15 significant exercises during 1978.  The 
objective of these exercises was improved coordination of Allied maritime 
forces through exercises of varying complexity using standard operational 
and tactical doctrine, communications, and reporting procedures. 

The US Air Forces in Europe (USAFE) participate in an extensive exercise 
program in order to cultivate cooperation with other nations and commands. 
These exercises encompass all facets of airpower in Europe and measurably 
improve the readiness of NATO.  Additionally, the Tactical Deployment to 
Europe Program, which exercises augmentation forces at collocated operating 
bases, has produced marked advances in interoperability among participating 
forces. 

FORCE STRUCTURE 

Stationing a US Brigade in Northern Germany.  In 1975 SACEUR proposed 
stationing a US brigade in NORTHAG.  This provides at least a partial solution 
to the strategic maldeployment of forces in West Germany, where NATO's 
defense is centered in the Central Army Group (CENTAG) although a Warsaw 
Pact main attack is possible in the area of the Northern Army Group (NORTHAG). 
Garlstedt, in northern Germany, was selected as the site for the US brigade 
to be restationed from CENTAG to NORTHAG.  In addition to partially alleviating 
force inadequacies in NORTHAG, this restationing will provide increased 
opportunities for interoperability with NATO Allies, an important aspect 
of coalition warfare. 

The Federal Republic of Germany agreed to share the relocation costs 
for the US brigade and pay about $68.5 million, roughly half the cost. 
Construction for the project is proceeding on schedule, with dining facili- 
ties and barracks rehabilitation in the Bremerhaven area essentially complete. 
Approximately 95 percent of the essential troop facilities in the Garlstedt 
area are completed, and construction of the community support facilities is 

6-114 



scheduled for completion In mid-1979. Ammunition storage facilities for 
basic load and trainings ammunition have been completed, and those for war 
reserve stocks are scheduled for completion in early 1979-  The movement of 
all brigade troop units Into Garlstedt should be completed by 1 February 

1979. 

Multinational Corps.  The requirement for placing a German division 
under command of a US corps In wartime has led to the initiation of this 
program.  Project objectives are the refinement of US/German capabilities 
to provide International command, control and support functions.  The project 
involves not only US and German unit staffs but also the staff of the Central 
Army Group.  Problems of Interoperability surfaced in this project are being 
addressed through staff planning and coordination.  Procedures developed will 
be tested In future exercises. 

Peacetime Basing of US Aircraft on Non-US NATO Bases.  The US has begun 
deployment of A-10 aircraft to Europe and is in the process of instituting 
the concept of rearward maintenance of A-lOs at a Main Operating Base <M0B) 
in the United Kingdom and forward employment primarily from operating loca- 
tions In the Central Region. Allied bases, already identified as collocated 
operating bases (COB), have been identified as forward operating locations 
(FOL) for the A-10 in peace and war.  The FRG has approved the first base 

for this concept.  Rearward mafntenance and forward employment in peacetime 
will permit us to establTsh a centralized maintenance capability to support 
all A-lOs in the Region while training European A-10 crews over the territory 
where they will be expected to fight and can contribute the most. 

This concept will be exercised and refined on a continuing basis to 
Improve support for CONUS-based A-lOs which will deploy In support of Europe. 
The forward employment concept Improves the flexibility of A-10 units to 
respond to the Allied ground forces they will support, and enhances Inter- 
operability with Alliance air forces by providing mutual support and facilities 
on a routine basis.  Peacetime basing of US aircraft on Allied bases Is not 
a new concept.  An F-15 squadron Is stationed at Camp New Amsterdam, The 
Netherlands, and provides a significant Improvement to air defense capabili- 
ties In the Second Allied Tactical Air Force (2ATAF) area. 
squadron will be augmented by an additional F-15 squadron In wartime.  Under 
the COB program the Royal Netherlands Air Force will provide support to the 
augmenting squadron. 

INTELLIGENCE 

■ 
During 1978 considerable progress was achieved in improving the overall 

intelligence interoperability of the Alliance.  Although not a separate 
functional area of the NATO Long-Term Defense Program (LTDP), spedfic 
initiatives were set in motion which will have a significant impact on full 
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implementation of many of the LTDP activities.  Major emphasis was given to 
intelligence problems identified by the task forces for Communications, 
Command and Control (C-5) and Electronic Warfare (EW) . 

The Alliance as a whole and the individual member nations initiated 
comprehensive reviews of policies governing both intelligence sharing 
and intelligence dissemination. 

NATO Requirements.  One key initiative was the conduct of a compre- 
hensive NATO Commanders' Operational Intelligence Requirements (COIR) Study. 
The objective of the study is to achieve a systematic articulation and val- 
idation of intelligence requirements based on NATO military missions, 
functions and command and control (C ) processes, as defined by each level 
of command and each operational decision-making point. 

Battlefield Exploitation and Target Acquisition (BETA) Project.  BETA 
is a test bed which is being developed to demonstrate the utility of a system 
for the automated correlation of sensor inputs to support near-real-time 
target nominations and battle management.  The system may be demonstrated 
in Europe during an FY 80 Field Training Exercise (FIX),  All NATO countries 
have been informed of the project and will be invited to observe the European 
demonstration, which will involve NATO units in the Central Region. 

Exerci ses.  Additional emphasis was placed on improving the overall Intel 
ligence play in exercises and arrangements were initiated to achieve a more 
definitive sizing of intelligence support requirements under a variety of 
conditions.  Considerable expansion of this effort is forecast for 1979- 

Enhanced Reporting.  The US initiated an enhanced military intelligence 
reporting program aimed at promoting the necessary common threat perception 
at all levels of command.  This program is being orchestrated by the Defense 
Intelligence Agency (DIA) and includes intensified efforts by the US European 
and Atlantic Commands (USEUCOM and LANTCOM), their component commands, and 
the separate Military Services.  This effort is closely tied to the NATO 
Commanders' Operational Intelligence Requirements Study. 
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Appendix A 

DEFINITIONS   OF  TERMS   RELATED  TO 
RATIONALIZATION/STANDARDIZATION WITHIN  NATO 

The  Department of  Defense  Steering  Group on   Rationalization/Standardi- 
zation within  NATO  agreed  that   the  following  definitions will   apply   in 
DoD  actions   concerning  NATO   rationalization/standardization.     Those 
marked by   an  asterisk  are   DoD  and  NATO  approved  definitions.     The others 
were   forwarded  to  the   Chairman,   Joint  Military Terminology   Group,   and 
have  been  approved  as   DoD   terms   for   inclusion   in  JCS  Pub   1   --   DoD 
•Dictionary  of  Military   and  Associated Terms.     They  also have been   recom- 
mended  to  NATO   for   incorporation   into   the NATO  Glossary of Terms   and 
Definitions   For  Military  Use. 

Term 

Collocation  (Co-location) 

Commonali ty 

*Compatibi1ity 

Conso!idat ion 

Harmonizat ion 

*lnterchangeabi 1 i ty 

Definition 

The physical placement of two or more 
detachments, units, organizations, or 
-facilities at a specifically defined 
location. 

A quality which applies to materiel or 
systems possessing like and interchangeable 
characteristics enabling each to be 
utilized or operated and maintained by 
personnel trained on the others without 
additional specialized training; and/or 
having interchangeable repair parts and/or 
components; and applying to consumable 
items interchangeably equivalent without 
adjustment. 

Capability of two or more items or components 
of equipment or materiel to exist or func- 
tion in the same system or environment 
without mutual interference. 

The combining or merging of elements to 
perform a common or related function. 

The process and/or results of adjusting 
differences or inconsistencies to bring sig- 
nificant features into agreement. 

A condition which exists when two or more 
items possess such functional and physical 
characteristics as to be equivalent in 
performance and durability, and are capable 
of being exchanged one for the other without 
alteration of the items themselves or of 
adjoining items, except for adjustment, and 
without selection for fit and performance. 
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Term Definition 

Interconnection The linking together of interoperable 
systems. 

-Interoperability The ability of systems, units, or forces 
to provide services to and accept services 
from other systems, units, or forces and 
to use the services so exchanged to enable 
them to operate effectively together. 

Interoperation The use of interoperable systems, units, 
or forces. 

Rationalization Any action that increases the effective- 
ness of Allied forces through more effi- 
cient or effective use of defense 
resources committed to the Alliance. 
Rationalization includes consolidation, 
reassignment of national priorities to 
higher Alliance needs, standardization, 
specialization, mutual support, improved 
interoperability or greater cooperation. 
Rationalization applies to both weapons/ 
materiel resources and nonweapons mili- 
tary matters. 

Specialization An arrangement within an alliance wherein 
a member or group of members most suited by 
virtue of technical skills, location, or 
other qualifications assume(s) greater 
responsibility for a specific task or sig- 
nificant portion thereof for one or more 
members. 

-Standardization The process by which member nations achieve 
the closest practicable cooperation among 
forces; the most efficient use of research, 
development, and production resources; and 
agree to adopt on the broadest possible basis 
the use of (a) common or compatible opera- 
tional, administrative, and logistics pro- 
cedures; (b) common or compatible technical 
procedures and criteria; (c) common, 
compatible, or interchangeable supplies, 
components, weapons, or equipment; and 
(d) common or compatible tactical doctrine 
with corresponding organizational compatt- 
bi1ity. 
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Appendix B 

SELECTED SYSTEMS DEPLOYED OR PLANNED BY THE ALLIANCE 

Main Battle Tanks 
Infantry Combat Vehicles 
Uti11ty Helicopters 
Scout Helicopters 
Attack Helicopters 
Short-Range Surface-to-Air Missiles 
Medium-and High-Altitude Surface-to-Air Missiles 
Light Antitank Guided Missiles 
Medium Antitank Guided Missiles 
Heavy Antitank Guided Missiles 
Tactical Combat Aircraft 
Air-to-Air Missiles 
Air-to-Surface Weapons Guided 
Air-to-Surface Weapons Unguided 
Large Patrol Combatants (Gun and Missile) 
Naval Mines 
Lightweight ASW Torpedoes 
Sonobuoys 
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SELECTED SYSTEMS DEPLOYED OR PLANNED BY THE ALLIANCE 

MAIN BATTLE TANKS 

COUNTRY SYSTEMS IN SERVICE REMARKS 
1975    1980    1985    1990    1995 

BELGIUM LEOPARD       "-^      ? 

CANADA :ENTURIONSV        LEOPARD Cl       V^ , ' 

DENMARK 
-pKjjiiRinMq    \ 

\            LEOPARD 1 

FRANCE 
AMX 30            "^^ ^         m w 

^>^           EPC-I 
" 

GERMANY 

M /.8 \ 
\           LEOPARD 11 

LLUHAKU I        V^ '    ' ■■■ 
\   KPZ 80 

GREECE H 1.8  V 
AMX 30 

ITALY 
Ml,7  S. 

H bu      v^ 
LEOPARD 1 

NETHERLANDS 
CENTURIONS         \ 

LEOPARD 1     V   '"1  

NORWAY Fnre    \ 
LEOPARD  1 

PORTUGAL 

M«l      \                 7 
?i,     ^            1 H                  v       ' Mfoa         V -r- 

TURKEY 1 mti  ^mb> V LLUHAKU 1  N 2  * 

UNITED KINGDOM 
CHIEFTAIN        S^ 

"N^   FMBT 

UNITED STATES 

M A8SERIES X 
fl Ml                     V 

\  X       XM-I 
1  
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SELECTED SYSTEMS DEPLOYED OR PLANNED BY THE ALLIANCE 

COUNTRY 

BELGIUM 

CANADA 

DENMARK 

FRANCE 

GERMANY 

GREECE 

ITALY 

NETHERLANDS 

NORWAY 

PORTUGAL 

TURKEY 

UNITED KINGPOM 

UNITED STATES 

INFANTRY FIGHTING VFHiriFf; 
SYSTEMS IN SERVICE 

1975 1980    19B5     1990    1995 

AMX 13 

H-75^" 
AIFU fTRH^ 

M I I3AI ^: 

M m   S 
H I I3AI 

X x: 
VTT /AMX 13    \ 

AMX 10 P and PC 

M 113 X 
MARDER 

HOTCHKISS S 
X 

SPZ 80 
LUX 8x8 RECCE  N^ 

M 113 "37 

AMX 12    Ny 
M I 13 X 

vcc 

AMX    v. —- 
DAF YP ^08  X 

Ml 13 llPGRAnF^ ..X ^  • wu /^ 

X 
Hin A! 

r.HAIMITF 
EBR SI 

M 113 
M 113 
M 113A1 5 

FV^32 
V     HICF 

RTH A! 
\ IFV 

X 

REMARKS 
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SELECTED SYSTEMS DEPLOYED OR PLANNED BY THE ALLIANCE 

COUNTRY 

BELGIUM 

bYbTEMS IN SERVICE 
1975     1980     1985     1990 1995 

REMARKS 

\              7 

CANADA 
CH 135   v   ^r  

DENMARK 

FRANCE PUMA  \          EURO UTTAS 

GERMANY 
UH1D            V     9 

GREECE 

ITALY 
AH 204/20?         \      ? 

NETHERLANDS 
V         ? —A 

NORWAY 

PORTUGAL 

TURKEY * OH-35 
OH 58A 

*   X              ?          A 

UNITED KINGDOM | 

UH 1H 

UNITED STATES UH-1             \         MH.^ — 

1 
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SELECTED SYSTEMS DEPLOYED OR PLANNED BY THE ALLIANCE 

SCOUT HELICOPTERS 
COUNTRY 

BELGIUM 

CANADA 

DENMARK 

FRANCE 

GERMANY 

GREECE 

ITALY 

NETHERLANDS 

NORWAY 

PORTUGAL 

TURKEY 

UNITED KINGDOM 

UNITED STATES 

ALOUbl"!^   M     V 

^LOUETTE   I I 

SYSTEMS   IN  SERVICE 

1975 1980 19^5 1990 1995 

OH  5BA        "X~ 

X 

ALOUETTE   I I      \ 

UH   1JV135 \ OH   5§B 

ALOUETTE I X 
UHIB X 

Y 

GAZELLE X 
OH 58C 

REMARKS 
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SELECTED SYSTEMS DEPLOYED OR PLANNED BY mt MLLIANCE 

ATTACK HELICOPTERS 

COUNTRY SYSTEMS IN SERVICE REMARKS 
1975    1980    1985    1990    1995 

BELGIUM ^           ? 

CANADA 

DENMARK 

FRANCE ALOUETTE II     \        ? 

GERMANY \             DAH-1 

GREECE 

ITALY \"       A 129 

NETHERLANDS \         BO 105 

NORWAY 

PORTUGAL 

TURKEY \             ? 

UNITED KINGDOM SCOUT   \            LYNX 

UNITED STATES 

JL 

AAH 
LAH 

AH! i_ 
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SELECTED SYSTEMS DEPLOYED OR PLANNED BY THE ALLIANCE 

COUNTRY 

BELGIUM 

CANADA 

DENMARK 

FRANCE 

GERMANY 

GREECE 

ITALY 

NETHERLANDS 

NORWAY 

PORTUGAL 

TURKEY 

UNITED KINGDOM 

UNITED STATES 

SHORT RANGE AIR DEFENSE GUN AND MISSILE SYSTEMS 

1975 
HSS 60H \ 

SYSTEMS IN SERVICE 
Tf^O IW 1990 1995 

GEPARD   35n¥n 

TYPE 

L  60 X ̂
 

GEPARD 
ROLAND TYPE 

L  60 
L  70 X s: 

RQIAND   I ROlAND   I I 

x J^Jfl 

RH 202 and GEPARD 

:    \ 

ROLAND I is a 
clear weather 
system; ROLAND 

is an all- 
«/eather system 

ROLAND   I I 

L   70 -X 

L 70 s: x 
r^FPARn 

L  60/L  70     N 

X 
RH  202 

ROLANC) I 

L  60/L  70 X 
T-TTT 

BLOODHOUND 
s s; 

VULCAN 

^FriFYF x 
PIFR 

DIVAD 

CHAPARRAL 

^ llMfnl-R 

REMARKS 

HSS 80A 
is a 
20mm gun 

L60 is a 
^Omm daylight 
only system 
L70 is a 
'(Omm al 1 
Ligat-hor    cycl-om 

RH 202 is a 
20mm system 

ROLArlD   I I 

P 

6-125 



SELECTED SYSTEMS DEPLOYED OR PLANNED BY THt ALLIANCE 

MEDIUM AND HIGH ALTITUDE AIR DEFENSE 

COUNTRY SYSTEMS IN SERVICE i REMARKS 
1975    1980    1985 1990    1995 1 

BELGIUM 
HAWK \       7   1 

i 

NIKE HERCULES   \ ?          1 
CANADA 

DENMARK 1 HAWK V v 
1 

N1KF HFRCULES        \ ?            1 

FRANCE 1 HAWK Sv v 

GERMANY 1 HAWK V ? 

NIKF HFRCUIFS \ PATRIOT 

GREECE 

ITALY 
1               1 HAWK N. 7 
i 

NIKE HERCULES       \ 7 

NETHERLANDS 
1 

1 HAWK V? 
NIKE HERCULES \ ? 

NORWAY 
i 

NIKE HERCULES \ ? 

PORTUGAL 

TURKEY NIKE HERCULES x ? 

UNITED KINGDOM 

UNITED STATES 

1 HAWK       "V^ 7 

1    NIKE HERCULES ""^ PATRIOT 
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SELECTED SYSTEMS DEPLOYED OR PLANNED BY THE ALLIANCE 

LIGHT ANTITANK GUIDED MISSILE 

COUNTRY SYSTEMS IN SERVICE REMARKS 
1975     1980     1985     1990 1995 

BELGIUM "B1indicide *  \       LAW        \       ? 

CANADA 

DENMARK 

FRANCE STRIM        \      ? 

GERMANY LANZE  X           ? 

GREECE 

ITALY 

NETHERLANDS 

NORWAY 

PORTUGAL 

TURKEY 

UNITED KINGDOM LAW         \         V 

UNITED STATES 
LAW    X          VIPER 

1 

6-127 



SELECTED SYSTEMS DEPLOYED OR PLANNED BY THE ALLIANCE 

MEDIUM ANTITANK GUIDED MISSILE 

COUNTRY SYSTEMS IN SERVICE REMARKS 
1975     1980 1985    1990    19951 

BELGIUM 
1 * fNTAC 6 

SS-10 .    V MILAN           /   ?   1 

CANADA 

DENMARK COBRA   \ 

FRANCE * ANTI-TANK 
EUROMISSILE 

ENTAC\ MM AN             \ATFM*| 

GERMANY 
COBRA \ MILAN           \ATEM 

GREECE *  COBRA & 
SS-10 *   \ M1 LAN          \  ? 

ITALY 
* COBRA £ 
MOSQUITO *    \ 

NETHERLANDS 

NORWAY I  ENTAC \ MILAN           \  ? 

PORTUGAL 

TURKEY *  COBRA £ 
SS-10 

1   *     \ M1 LAN         \  ? 

UNITED KINGDOM 
1 

\ MILAN        / ATEM 

UNITED STATES 

1 
DRAGON \    AMAMS 

1 
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SELECTED SYSTEMS DEPLOYED OR PLANNED BY THE ALLIANCE 

HEAVY ANTITANK GUIDED MISSILE 

COUNTRY SYSTEMS IN SERVICE REMARKS 
1975     1980    1985     1990     1995 

BELGIUM 
5WINGFIRE       ^ 

^   TOW OR HOT    (       ? 

CANADA SS-11   X        TpW            \ ? 

DENMARK TOW              N^   ? 

FRANCE * ANTI-TANK 
EUROMISSILE 

SS-11/12  \            HOT          \ flTFM>V 

GERMANY SS-11   S^       TOW         \ATEM 
\         HOT          \ 

GREECE q«i_ll   X         TOW          \  ? 

ITALY SS-11 \.            rnu 
N^       SPARVIERO 

NETHERLANDS TOW                 X ? 

NORWAY SS-11   \                    TOW                           Ny? 

PORTUGAL 

TURKEY X       HOT          N^ ? 

UNITED KINGDOM * ATEM OR 
UK SYS 

SWINGFIRE                \ATFM 
SS-1UAIRB0RNE)\      TOW OR HOT      V_^ 

UNITED STATES 
TOW           X    LCAS 
\      IMPROVED TOW 

I 
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SELECTED SYSTEMS DEPLOYED OR PLANNED BY THt ALLIANCE 

TACTICAL COMBAT AIRCRAFT 

COUNTRY SYSTEMS IN SERVICE 
T955" 

REMARKS 
1975 1980 1990 1995 

BELGIUM 

CANADA 

DENMARK 

FRANCE 

GERMANY 

GREECE 

ITALY 

NETHERLANDS 

NORWAY 

PORTUGAL 

TURKEY 

UNITED KINGDOM 

UNITED STATES 

F-IOi* :s: 
FOUGA 

MIRAGE 5B 

S S LiLi. F-16 
ALPHA JET 

JEM. 
Esiaa 

3: 

F-10^ 
Zzs: 

x: 
F-100 

F-35 
5 x 

F-16 
TTT- 

ETENDARD 
MIRAGE I I I MIRARF pnnn 

MIRAGE IV. V. F-1 

S 
* MYSTERE, 
VAUTOUR AND 
F-100 

■ JARIiAR, 
A .    HuHHrt Jh I 

F-IOi* 
G-91 Sk 

TORNADO 

rr ALPHA  JET 

T^T 
F-10^              ^^                     'r 

\-k,  h-l,  HTkALlt  I--1  
F-lOA 

G-91 

F-IO^tG 
MB-338 s X 

X 
TORNADO 

SESI 
F-IO't F-16 
F-5 

F-1 04 
F-5 

S S 
F-16 

F-Sfi 
G-91 5 F-SE ? 

F-5E  ? 

I--102.  ES 
F-10n,   F-lfH 

ZEE 
i^L 

maeffittManasa 
S ISSS5B5 

HUNTER LIGHTNIN 

RNADO 

li?KNADU 
HAWK.   SEA  HARRIER 

4 an IE s. S F-is, E30S: 

h-15. ATF 
" A-10 

XTE 

A-37 ^ A-10 
F-105 \ V-k.   F-16 
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SELECTED SYSTEMS DEPLOYED OR PLANNED BY IHt MLLIANCE 

AIR-TO-AIR MISSILES 

COUNTRY SYSTEMS   IN  SERVICE REMARKS 
1975             1980            1985             1990            1995 

BELGIUM Am-yj            V^             AIM-yL 

CANADA 

DENMARK AIM-9B      N^                   AIM-9J 

FRANCE 

MAG 1C   1                          \          MAG 1C   II 
MAIKA  biO          ^               SupER  530 

MATRA  550 

GERMANY AIM-9B                   X^                AIM-9L 

^^     AMRAAM 

GREECE AiM-q.i 

AIM-7E 

ITALY A1M-9B                           ^              ^M.O. 
AIM-7E                        V^         A^|DE 

NETHERLANDS AIM-9B                       "^^          AIM-9J 

NORWAY AIM-qR TN.                         AIM-^J 
AIM-9B                 ^v                     AIM-9L 

PORTUGAL 7 

TURKEY AIM-9B               X             AIM-9J 

UNITED   KINGDOM AIM-qG                   ^^                AIM-9L 
AIM-7E-2/3             "V^             SKYFLASH 

UNITED  STATES 
AIM-9D/E/J/H         N^         AiM-9L           \ASRAAM 
AIM-7E       \lM-7E \ AIM-7M       ^-*^^AMRAAM 

1 
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SELECTED SYSTEMS DEPLOYED OR PLANNED BY THE ALLIANCE 

AIR-TO-SURFACE WEAPONS GUIDED 

COUNTRY SYSTEMS IN SERVICE REMARKS 
1975    1980    19B5    1990    1995 

BELGIUM N^ MAVERICK TYPE PGM 

CANADA 

DENMARK 

FRANCE N.    AS-30 LASER 

GERMANY X MRASM 

GREECE 

ITALY \        ALAGH 

NETHERLANDS VlAVERICK TYPE PGM 

NORWAY BULLPUP               \ PENGUIN 

PORTUGAL 

TURKEY \  MAVERICK TYPE PGM 

UNITED KINGDOM VASR 1227 LASER \    ? . 

UNITED STATES 

*            \     ** *GBU-10/12, 
AGM-i»5/78,AGM- GBU-8,io.l2\       GBU-15. LLLGB 

AGM 45,7«  \  AGM S^.SPW ADSW 65A,B(TV MAVE- 
AGM- 65A.B   \ AGM A^n, f:R]]-i 7 lfUr1K)*,*LLLG&.- 

AGM-88,AGH-650 
(WK  MAVERICK) 

6-132 



SELECTED SYSTEMS DEPLOYED OR PLANNED BY THE ALLIANCE 

AIR-TO-SURFACE WEAPONS UNGUIDED 

COUNTRY SYSTEMS IN SERVICE REMARKS 
1975    1980    19B5    1990    1995 

BELGIUM 
20-30mm. BL-735 

MK-82 
2.75 RKT 

CANADA 
20mm, BL-755 
MK-82 
2.7^ RKT 

DENMARK 

FRANCE 

MATRA 250 
MATRA WO                  \   ,000 KG BOMB 

^  PLG M 

GERMANY 

BL-755       \  MW-1 STREBO 
20-30mm 
MK-a?JMK-83 

2.75 RKT 
MATRA JKOR 

GREECE 

ITALY 

BL-755 
MK-82r MK-83 
M-117. M-64 

H-8k                       N^       ? 

NETHERLANDS 
20mmJ BL-755 
MK-82 
2.7^ RKT 

NORWAY 2.75 RKT    \       CRV-7 

PORTUGAL 

TURKEY 
20mm       Ny        7 

M-39,2.75 RKT 
'H-61       \ CLUSTER TYPt WPN 

UNITED KINGDOM 
BL-/55      \    AbK-i2Z/ 
MK-13             JP-233 
MK-82     \   LGB KITS 

UNITED STATES 

20-30-40-105mm. CBU-38, CBU-71 
CBU-52/58 ROCKEYE        CEB 
MK-82. MK-84          BLU-95, BLU-96 

MK-117 
MK-3d           \    GATOR 

1            \    JP-??3 
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SELECTED  SYSTEMS   DEPLOYED  OR  PLANNED  BY  THE  ALLIANCE 
LARGE   PATROL  COMBATANTS(Gun   and Missile) 

COUNTRY SYSTEMS 
1980 

IN SERVICE 
19^5 

REMARKS 
1975 1990 1995 

BELGIUM 

CANADA 

NONE 

NONE 

DENMARK 

FRANCE 

GERMANY 

HVTDR.TORNENfPF) £1 
DAPHNE(PG) 
WILLEMOES(PTG) 

s 
TYPE  A69(PF) 
LA  COMBATTANTE(PGMG)/New   Class   PGMG 
PATRA(PGMG)  

TYPE   143(PGG^ 
TYPE   148(PTG) 
THETIS(PF^ 

GREECE 
BOSTWICK(PF)  
LA  COMBATTANTE(PGMG) 
ASHEVILLE(PG) 

v? 

5? 
BfiMaa  rT*** 3- 

EX-US 
French 
EX-US 
EXaBS 

ITALY 
SPARVIERO   (PGMH 
BERGAMINI(PF) 
CENTAURO(PF) 

fc 

DE CRISTOFARO(PF S 
LUPO(FF) 

NETHERLANDS 
BALDER(PF) 

NORV;AY 
SLEIPNER(PF) Norway has 

many amall 
pr,Mr,/PTr,. 

PORTUGAL 
HA    .qTTA/arPF) 

COUTINHO(PF) 
X TYPE   21FFH 

TACTNE    (PGM) 

EX-US 
Spanish 

TURKEY 

UNITED KINGDOM 

UNITED STATES 

BERK(PF) 

BsaniaMgigsi 
XNew Class PE 

tMBSSmSfifiJ 
ISLAND(PFl 

Turkey is 
increasing 
its number 

BIRD(PGM) 
TKNAfTTYfPr^ 

EEaaaaaieati]  s 
ASHEVILLE(PG)\ None 

USCQ.Operates 
many units 
of PF size. 
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SELECTED SYSTEMS DEPLOYED OR PLANNED BY THE ALLIANCE 

NAVAL MINES 

COUNTRY SYSTEMS   IN  SERVICE REMARKS 
1975            1980            1985            1990            1995 

BELGIUM NO   KNOWN   STOCKPILE. 

CANADA 
NONE.      CANADIAN   FORCES   DO  NOT   HAVE 
MINES.      HOWEVER,   SS   DO  HAVE   AND  MPA 
WTT.T,   HAVE   CAPABILITY   TO   LAY   MINES. 

DENMARK 
MK   6/25/49/52/55                       ? US 
TYPE   15                                           V^EW  TYPE 
TYPE   17/18 

FRANCE 

H-5                                     \              ? 
BOTTOM  Mi;NE                              V        NEW   TYPE 

GERMANY 

MK  25/36/52/55                            ? US 
DM   11                                                     ? 

VNEW   BOTTOM  MINE 
\ NEW   BOTTOM  MINE 

GREECE 

MK   6/18/2 3                   \                V US 

ITALY 

MK   13/16/18                \                  .-' US 
P2tl0                                 \                   «■ 

/NEW  BOTTOM  MINE 

NETHERLANDS 
NETHERLANDS   NAVY   DOES   NOT   PRESENTLY 
HAVE   A  MINELAYING   CAPABILITY. 

\.'BOTTOM MINE 

NORWAY 
MK   6/17/51/L  MK   II/IIl\     ? US 
N46/49                                           \    ? 

PORTUGAL NO   KNOWN   STOCKPILE. 

TURKEY 
MK   6/18/23/25/36/49/51 \    ? us 

UNITED  KINGDOM 
■ 

M  MK   5/A  MK   12/MK   17/28\ ? 
Il4£7/4fi9/r,7739           \                ? 

UNITED  STATES 

MX    ^fi/^7                                                                        /? 

m 2^/^2/^,5     ,.                   /? 
MK   ^/4n/41                                                            /? 

/SHALLOW  WATER  MINE 
/DEEP   WATER   MINE 

/TWD 
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SELECTED SYSTEMS  DEPLOYED  OR  PLANNED  BY  THE  ALLIANCE 

LIGHTWEIGHT   ASW  TORPEDOES 

COUNTRY SYSTEMS   IN  SERVICE REMARKS 
1975            1980            1985            1990            1995 

BELGIUM 
MK  L5         \         ? France 

CANADA 
MK  NC   44                   /MK   46   NEARTIP-UK   7511 

US MK   46                     /MK   46   NEARTIP 

DENMARK 
?                   /A/S  torp  for  KV-72cla£ s 

FRANCE 

MK  L3/L4/L5                                    /? 

GERMANY 

MK   44/MK   46   Mod2 US 
UK /UK   7511 

Mil                       V 

GREECE 
MK   44          \             ? US 

US MK   46         \           ? 

ITALY 

MK   44                         /? US 
us MK   46                                                                /? 

A244 

NEtHERLANDS 
MK  NC   44           /? CANADA 

us 
US 

MK   44                  /? 
MK   id                                                       /? 

NORWAY 
MK   44           /MK   46   NEARTIP-UK   7511 US 

PORTUGAL 
MK   L3          \        ? France 

US MK   44         \          ? 

TURKEY 
MK   44       \           ? US 

UNITED  KINGDOM 
MK   44                    /HK  7511 US 

US MK   46                                              /OR   7511 

UNITED  STATES 

MK   46           /MK   46   NEARTIP 
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SELECTED  SYSTEMS  DEPLOYED OR  PLANNED  BY  THE  ALLIANCE 

SONOBUOYS 

COUNTRY 

BELGIUM 

CANADA 

DENMARK 

FRANCE 

GERMANY 

GREECE 

ITALY 

NETHERLANDS 

NO.WAY 

PORTUGAL 

TURKEY 

UNITED   KINGDOM 

UNITED  STATES 

SYSTEMS   IN   SERVICE 

1975 1980 1985 1990 1993 

UNKNOWN 

SSQ-512A       /SSQ-41 
SSO-517A/b/C 
SSQ-47 /SSQ-522/SSQ-523 

BaflaSaaaatf 
UNKNOWN 

DSTV-30/4L/3L 
DSTA-3S/3B    (Follow   on   is   DSTA   *,/6) 

SSQ-41 
SSQ-47 

REMARKS 

TT 

SSQ-2 3/47 

BI-168/BIT-3/8/BIR 
SSO-41 IZ 
SSQ-47 JJL 
SSQ-57 

SSQ-41 12. 
SSQ-47 JZ 

SSQ-41/47 
SSQ-5 3     TT 

UNKNOWN 

SSQ-47 

Jezebel   /BARRA 
MK 1C /CAMBS 

SSO-41 Jj 
SSO-47  /SSO-50/SS9-62  /? 
SSQ-53 

SSQ-77 

Jl 
/? 

7550=75' I—MMiW—Mti 
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Appendix C 

NEW PROCUREMENT ACTIONS FOR MAJOR WEAPON SYSTEMS DURING 1978 

Public Law 3k-3(>],   Section 802, requires, "In any case In which the 
Secretary of Defense Initiates procurement action on a new major system 
which Is not standardized or Interoperable with equipment of other members 
of the North Atlantic Treaty Organization, he shall report that fact to 
the Congress In the annual report required under Section 302(C) of Public 
Law 93"365 as amended. Including a description of the system to be procured 
and the reasons for that choice." This legislation Is often referred to 
as the Culver-Nunn Amendment. 

The following lists the results of Secretary of Defense decisions to 
Initiate new major weapon system programs or to enter full-scale development 
or production for major weapon systems.  In addition, the narrative briefly 
describes each system and states the reasons for the choice.  In the DoD 
view these decisions are in concert with the policy as stated In PL Sh-lG] , 
Section 802. 

DIVAD (Divisional Air Defense) Gun.  The DIVAD Gun, which will be the 
replacement for the VULCAN Gun, will be an all-weather, radar-directed gun 
system employing either 35mm or ^Omm cannons In an armored turret mounted 
on a M'tSAS tank chassis.  It will be designed to provide air defense protec- 
tion for forward combat forces.  Either of these cannon choices will permit 
Interchangeability of ammunition with several NATO Allies.  The FRG GEPARD 
System, currently In production, was evaluated as an alternative and as an 
Interim option to meet the operational need before DIVAD Is available.  The 
GEPARD was ruled out primarily on the basis of cost. 

As a result of the recent Defense Systems Acquisition Research Council 
(DSARC) action on the DIVAD Gun, the DepSecDef has approved the Army 
request to proceed with the development of competitive DIVAD gun prototypes. 
The DepSecDef required the Army to explore providing US ammunition to NATO 
Allies under present licensing agreements, to obtain full license rights 
on the competitive fire control system to allow it to be provided to NATO 
Allies, and to explore other methods of enhancing Rationalization/Standardi- 
zation and Interoperability (RSI) within NATO utilizing this capability. 

AEGIS Weapon System and DDG-^7 Missile Destroyer.  As a result of the 
DSARC review of the AEGIS/DDG-'i?, the DepSecDef authorized the Navy to 
proceed with appropriate action for production of these systems.  Since this 
program involves merely a small number of systems and was initiated several 
years before the Culver-Nunn Amendment requirement to address RSI, there 
was no consideration of standardization/interoperability within this program. 
However, other configurations of the DDG-^7 class will be equipped with the 
HARPOON and LAMPS which will be NATO systems. 
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CH-53E Helicopter.  The Navy request to Initiate production of six 
CH-53E heavy-lift helicopters was approved as a result of the DSARC.  Since 
the CH-53E has approximately 60% component commonality with the previous 
CH-53 series helicopters (which other NATO Allies have procured), there is 
Inherent NATO RSI within this program.  Additionally, the FRG and other 
Allies have indicated recently an interest In possible procurement of the 
CH-53E, because of Its significantly Increased lift capability over the 
previous helicopters. 

High Speed Anti-Radiation Missile (HARM).  The Navy, during the past 
year, have achieved a HARM desigh which Includes an expanded capability. 
However, there Is continued attention toward achieving both the cost and 
schedule milestones defined for the remainder of the HARM acquisition 
program.  No Allied equipment Is available to meet this requirement.  A 
plan has been developed for Rationalization/Standardization/lnteroperabi1ity 
(RSI) of HARM with NATO.  This plan provides for identification of releasable 
information, technologies and proper Interface points for the calendar date 
to Introduce HARM as a candidate for satisfying NATO's defense suppression 
needs.  HARM is currently being considered as a member of a NATO air-to- 
ground weapons family. 

LAMPS MARK I I I Program.  As a result of the Milestone MC DSARC review 
of the LAMPS MARK III program, the DepSecDef authorized the Navy to continue 
Into full scale development of the helicopter air frame and the engine; and, 
as a part of this decision, the Navy was asked to submit a NATO RSI plan. 
It Is expected that the LAMPS MARK III will have a high degree of commonality 
with the Army's BLACKHAWK helicopter. 

NATO JTIDS (Joint Tactical Information Distribution System). The 
JTIDS Is a Joint Service Integrated Communications Navigation and Identifi- 
cation (CNI) program to develop digital data link terminals (with significant 
ECM-resistance and crypto-securlty provisions) for the E-3A NATO AWACS, 
fighters, ships, ground command and control centers, tanks, vehicles, RPVs, 
missiles and manpack applications.  During 1978, development and initial 
operational test and evaluation of the JTIDS terminal for use on the E-3A 
was completed.  Long-lead items production of JTIDS for E-3A was approved 
as the result of the recent DSARC.  The primary objective Is to achieve full 
NATO Interoperability of jam-resistant CNI capabilities.  See Section VI for 
status of this Initiative. 

SPARROW Advanced Monopulse Missile (AMM).  The SPARROW AMM Is a joint 
Air Force/Navy program Intended to provide the Services with a medium-range, 
all-weather air-to-air missile.  The AIM/RIM-7 SPARROW AMM DSARC resulted 
in DepSecDef approval of the SPARROW AMM to proceed Into Full-Scale Engineering 
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Development (FSED).  The SPARROW AIM-7M will be Interoperable with all 
NATO aircraft which now carry the AM-7F missiles. 

ROLAND.  The ROLAND short-range air defense system Is the first major 
system developed by NATO countries (France and the FRG) and procured by 
the US for Army use.  As a result of the ROLAND Program Review held In 
June 1978, the USDR&E approved the Army plan for obligation of FY 78 Initial 
Production Facilities and Engineering Services funds and directed the Army 
to proceed with the program as expeditlously as possible.  See Section VI 
for International/RSI status. 

SOTAS.  The Army Stand-Off Target Acquisition System (SOTAS) Program 
has been authorized to initiate Full-Scale Engineering Development (FSED). 
No Allied system meets the US Army SOTAS requirement.  As a part of the 
DSARC approval, the Army was asked to prepare a RSI plan to seek Allied 
consideration of the use of the SOTAS capability to the maximum extent 
possible.  This plan Is now under DoD review. 

GBU-15.  As a result of the Sep 78 DSARC, the SecDef supported the 
Air Force request to allow the GBU-15 (Cruciform Wing Weapon) TV equipped 
air-to-surface weapon to proceed into production and, subject to Congressional 
approval for the ^Y 78 reprogramming action which was requested, approved 
the expenditure of FY 78 dollars for the first production increment.  As 
a part of the DSARC approvafl , the Air Force was tasked to generate a NATO 
coproduction plan.  The GBU-15 Is currently being considered as a member 
of the NATO air-to-ground family of weapons. 

KC-10A.  The primary mission of the Air Force KC-10A Advanced Tanker 
Cargo Aircraft (ATCA) Is to provide air refueling support to deploying 
tactical forces and supporting airlift forces during a large-scale conven- 
tional conflict.  This aircraft is a derivation of the DC-10-30CF which Is 
modified to conduct the aerial refueling mission, and It will be In conso- 
nance with the NATO Standardization Agreement (STANAG) which governs design 
standards for aircraft refueling systems. 
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OFFICE OF THE UNDER SECRETARY OF DEFENSE 
WASHINGTON, D.C.  20301 

RESEARCH AND 
ENGINEERING 

9 January  1979 

Honorable William J.   Perry 
Under Secretary of Defense for 

Research and Engineering 
Room 3E1006,   The Pentagon 
Washington,   D.C.   20301 

Dear Bill: 

I am enclosing the summary of the Defense Science Board 1978 Summer 
Study on "Achieving Improved NATO Effectiveness Through Armaments 
Collaboration." 

In view of the major involvement of your office and yourself,   I believe 
that the usual procedure of sending the  report to SecDef may not be 
applicable to this case.     I will leave the choice to  you. 

I am also convinced that you are,   as I am,   very well impressed by the 
way Walter handled this problem and I am attaching a copy of notes to 
Walter and Ollie thanking them.    Recommend your  signing them out. 

The conclusions and recommendations of the Study Group are outlined on 
pages 3-7 of the enclosed report.     The members of the Defense Science 
Board Study Group believe that all of the recommendations merit careful 
consideration and we have structured them in such a way to permit ready 
implementation into specific actions.     Many of the recommendations are 
already being acted upon within the Department of Defense. 

In this regard,   I am pleased to note that you have given weight to the 
second recommendation which would put into effect a plan for implementing 
the "family of weapons" concept in accordance with a program for co- 
development and co-production among the Four Powers.     The DSB 
sponsored Study Group which is now completing follow-on work addressing 
this recommendation,  under the chairmanship of Dick DeLauer,  will 
forward their report to you in mid-January. 

In particular, I would like to call your attention to the third recommen- 
dation of the attached report,  which includes six proposed actions to place 
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increased  emphasis on interoperability within the DoD and the NATO 
Alliance.     In my judgment,   shared by the Study Group,   and,   I believe,  by 
most of the participants and advisors involved in our deliberations,   the 
focus on interoperability provides the best opportunity for early achieve- 
ment of the basic goal which you charged us to address last Summer. 
Interoperability appears to offer the highest practical immediate payoff 
in improved NATO effectiveness for the investment in resources the 
Alliance now puts into  research and development. 

I believe that this project has been a most useful undertaking and I am 
sure that all of the participants  share with me our pleasure in having 
contributed to your  significant efforts in this particular area. 

I am taking the liberty of sending copies of this letter and the report to the 
Under Secretary of Defense for Policy and to the Chairman of the Joint 
Chiefs of Staff. 

Sincerely, 

l. ^ 

Eugene G.   Fubini 
Chairman 
Defense Science  Board 

Attachments: 
Letters to W.   LaBerge & O. C.   Boileau 
Summary of DSB Summer Study on NATO 

cc:    USDP 
Chmn,   JCS 

B 
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INTRODUCTION 

Between 31 July and 11 August 1978, nine members of the Defense 

Science Board (DSB) met at the Naval War College in Newport, Rhode 

Island for a Summer Study on "Achieving Improved NATO Effectiveness 

Through Armaments Collaboration."  The Summer Study was chaired by 

Dr. Walter B. LaBerge, Under Secretary of the Army, with Mr. Oliver C. 

Boileau, President of Boeing Aerospace Company, as Vice Chairman. 

Study Objectives 

The terms of reference for the Study stated two basic tasks or 

objectives: 

• To review the goals and objectives underpinning NATO 
interoperability and standardization policies and 
programs; and 

• To determine specific actions that the US Government 
and US industry could take to better achieve stated 
goals and objectives. 

In a plenary meeting of the DSB as a whole on the opening day of 

the Summer Study, Dr. William Perry, Under Secretary of Defense for 

Research and Engineering (USDR&E), provided further guidance to the 

study.  In brief, he stated that the problem of achieving improved NATO 

effectiveness through armaments collaboration is fundamentally one of 

getting compatible and better equipment into NATO forces more quickly 

for the combined resources the Alliance now spends on research and 

development.  Dr. Perry asked the DSB specifically: 

• To review and critique OSD's current three-part approach 
to getting more out of the $16 billion worth of Alliance 
R&D - $4 billion by the European NATO members and 
$12 billion by the US; and 

«  To provide imaginative and realistic ideas as to how 
the problem could be better addressed and solved. 

Method of Approach 

Under the direction of the Chairman and Vice Chairman of the Study, 

an intensive schedule of briefings and discussions had been laid out in 
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advance to cover crucial aspects of the problem.  In brief, the study 

schedule provided for: 

(1) Reviewing current US and NATO procedures, policies, and 

perspectives on armaments collaboration and NATO rationalization, stan- 

dardization, and interoperability (RSI).  This was accomplished in two 

full days of briefings by fifteen experts and managers from the Joint 

Chiefs of Staff and the three Services, from the Departments of Defense 

and State, from NATO, and from industry and research organizations. 

(2) Assessing US industry interests, perceptions, experience, 

and problems associated with armaments collaboration within NATO.  This 

was accomplished in two full days of candid discussion with top manage- 

ment personnel of ten key companies representative of US aerospace, 

electronic, automotive and other defense industries.  In addition to 

the DSB Study Group members, eight senior officials from the US Govern- 

ment also participated in these discussions with industry representatives. 

(3) Analyzing the implications of technology sharing and 

technology transfer as a central aspect of armaments collaboration. 

Twelve experts on technology and technology transfer from US industry 

were invited for a special one-day session devoted entirely to discussion 

with the DSB Study Group of problems, policies, and procedures for 

technology sharing and transfer.  The experts included technical direc- 

tors and managers from aerospace, electronic, propulsion and automotive 

industries and included several with prior government experience. 

(4) Researching, discussing, and developing a consensus on 

the critical factors and issues affecting US approaches to armaments 

collaboration.  The two weeks of the Summer Study provided, in addi- 

tion to the above, for four full days for discussion and individual 

research by members of the DSB Study Group. 

Study Group members, industry representatives, and US Government 

and other experts who took part in the study are listed in Appendix A. 
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CONCLUSIONS AND RECOMMENDATIONS 

Conclusions 

(1) US policy on armaments collaboration should give at 
least comparable weight and emphasis to interoperability 
as to standardization of complete systems, 

(2) The present DoD program of armaments collaboration - 
based on bilateral defense procurement MOUs, dual 
production, and the family of weapons concept - is a 
beginning that should be broadened to give emphasis 
to co-development and co-production. 

(3) An approach based on co-development and co-production 
affords the best opportunity to build strong industrial 
and national incentives into collaboration and to 
maintain healthy competition. 

(4) Both the US and European NATO states are in formative 
periods with respect to armaments collaboration and 
the US should remain open and flexible and consider 
a range of approaches to standardization and inter- 
operability and learn from experience. 

(5) Certain US governmental procedures and regulations 
should be reviewed and revised to facilitate armaments 
collaboration and give focus to priority issues 
pertaining to standardization and interoperability. 
Major areas needing improvement are: 

a. Rules and guidance to industry on acceptable 
trans-Atlantic teaming arrangements. 

b. Incorporation into system acquisition documentation 
and contracts of requirements for and criteria 
of standardization and interoperability. 

c. Information release procedures especially for 
performance data and EW vulnerability data. 

d. Provisions for protecting intellectual property 
and enabling transfer of technology and data 
rights as required and for value received. 

e. Accommodation to system acquisition procedures 
and regulations of other countries in international 
procurement contracts. 
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(6)  Several national policy issues, which go beyond the 
interests and jurisdiction of DoD, significantly affect 
NATO armaments collaboration and need resolution. 
These include: 

a. The principal political forum(s) through which 
the DoD should pursue armaments collaboration 
within NATO - e.g. bilateral. Four Power, 
IEPG, NATO agencies, 

b. The relation between US arms export policy and 
NATO armaments collaboration policies as they 
affect third country sales. 

c. The basis on which the US can make more formal 
or legal, multi-year commitments to NATO allies 
on specific armaments collaboration projects. 

d. The impact on the US economy of military technology 
transfer and the relation of military technology 
transfer to other technology transfer policies. 

Recommendations 

(1)  Prepare for signature by the Secretary of Defense armaments 
collaboration policy statements or directives, including 
the following points: 

a. The strong US commitment to interoperability with the 
forces of the NATO Alliance, and that efforts in DoD 
to achieve interoperability are of equal importance 
to those for standardization of complete weapons systems. 

b. Programs of international co-development and co-production 
should be one of the principal long-term methods of 
achieving Alliance equipment standardization supplementing 
Memorandums of Understanding which facilitate mutual trade 
and dual or joint production of currently available Alliance 
hardware. 

c. To the degree possible, industrial competition, will be the 
basis for international cooperation, and that primary 
technology transfer will be by holder industry company 
rather than by governmental exchange of data packages. 

d. The Department of Defense will consider the potential impact 
on the US economy (military and commercial trade) when 
authorizing technology transfers in the military interest 
of the Alliance. 

Action Office:  USD(P) 
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(2) Initiate implementation of a plan, with SecDef and NSC 
approval, which puts into effect the DSB recommended program 
for co-development and co-production.  This would include: 

a. The selection of initial pilot programs from PAPS. 

b. The preparation of draft MOUs including the specification 
of 

• the conduct of source selection 

• the conduct of development 

• guidelines for initiation of production 

• guidelines for logistic support 

Action Office:  USDRE with 
CJCS 

(3) Put into effect a specific set of actions to increase emphasis 
on Interoperability for approval of the Secretary of Defense 
which will: 

a. Provide for achieving increased Alliance agreement on 
common military tactics and doctrine. 

b. Provide for obtaining a military judgment of priorities 
for interoperability in order to emphasize programs of 
greater benefit. 

c. Provide for developing within NATO, criteria for hard- 
ware interoperability and how NATO should monitor 
individual national programs for compliance to these 
criteria. 

d. Establish procedures to ensure that appropriate NATO-wide 
interoperability criteria are included in US requirements 
documentation, mission element needs statements, RFP's 
and implementing contracts. 

e. Establish procedures to ensure formal review of inter- 
operability requirements as part of Service System 
Acquisition Review Councils (SSARC's) and OSD DSARC's. 

f. Establish procedures for appropriate interoperability 
demonstration/certification as part of operational 
testing of new weapons systems. 

Action Office:  USDRE with 
USD(P) & JCS 
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(4) Implement a program to improve US Industry participation 
in armaments collaboration including the following: 

a. Establish a mechanism for industry and labor communication 
with the USG on issues of armaments cooperation. 

b. Establish incentives for US industry to seek cooperative 
programs which make US technology available to the Alliance, 
and Alliance technology available to US industry. 

Action Office:  USDRE 

(5) Draft and submit to the NSC a Presidential Decision Memorandum 
on NATO Armaments Collaboration including the following: 

a. Specify the forum or fora through which the US will deal 
with its NATO Allies on armaments collaboration. 

b. Provisions for minimizing, on a case-by-case basis, 
restraints on our Allies, in programs of mutual co- 
operation, of the US policy on limitation of arms sales 
directed by the President and Congress. 

c. Provisions by which the US, through the DoD and Congress, 
can make long-term program commitments which are credible 
to our Allies; and which seek improvements in Allied 
commitments. 

Action Office:  USD(P) 

(6) Prepare a plan and draft implementing directives for the 
approval of the Secretary of Defense to enhance armaments 
collaboration.  These will provide: 

a. Prior to attempts at collaboration, military assessments 
of what aspects of a system can be designed against a US 
worldwide requirement, and what aspects of a system may 
be designed to a less encompassing NATO specification. 

b. Explicit definition of staff authority and responsibility 
within OSD and DoD related to international armaments 
collaboration. 

c. Improvement of the information release process to ensure: 

• The timeliness of information release authorization. 

• The appropriateness of application of exisitng release 
criteria especially in the areas of performance data 
and EW vulnerability data. 

Action Office:  USDRE 
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(7) Prepare a report to the Secretary of Defense on the utility 
of the several hundred established NATO organizations and 
agencies operating in support of armaments collaboration, 
including recommendations for agencies to be abolished, 
consolidated, or reorganized, and where appropriate, revised 
terms of reference. 

Action Office:  USDRE 

(8) Establish responsibility for establishing and maintaining 
information and data bases in OUSDRE, but with the support 
of the Intelligence Community in the following areas: 

a. Foreign Allied weapons and technology, 

b. Foreign trade statistics and projections on military 
and nonmilitary high technology products and exports. 

Action Office:  USDRE 

BACKGROUND 

Criticality of the Issue Today 

Achieving improved NATO effectiveness through armaments collabora- 

tion is a critical issue today for at least five reasons.  These are: 

(1) The rate and quality of Soviet-Warsaw Pact conventional 

forces buildup. 

(2) The increased dependence of NATO on conventional forces 

for deterrence and defense. 

(3)  Political and economic constraints on NATO defense 

budgets, 

(4) The "input/output" efficiency of Alliance resource use. 

(5) An increased desire of member states of the Alliance 

for self sufficiency in high technology armaments. 

Each of these is discussed briefly below. 

Rate and Quality of Soviet-Warsaw Pact Conventional Buildup.  The 

rate and quality of Soviet-Warsaw Pact conventional forces buildup has 

been a subject of considerable discussion and debate during the last 

four or five years.  There now appears to be widespread agreement among 
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Western officials and analysts, however, that the Soviet Union and the 

Warsaw Pact have been embarked on a long term force modernization and 

improvement program that clearly exceeds any defensive requirements. 

Increased Dependence on Conventional Forces.  Without diminishing 

NATO's reliance on US strategic nuclear forces as the ultimate deter- 

rent or in any way reducing the US commitment to the defense of Western 

Europe, the Soviet-Warsaw Pact conventional forces buildup combined with 

rough parity in nuclear forces has resulted in an increased dependence 

of NATO on conventional forces for deterrence and defense.  Recent 

emphasis on the dangers of a short war with little warning soberly 

signal not only an increased dependence of NATO on overall conventional 

capabilities but on the immediate availability and readiness of those 

capabilities for coordinated response. 

Political and Economic Constraints on NATO Defense Budgets.  While 

the Soviet Union has been steadily committing 11 to 14 percent of its 

gross national product to its defense budget, NATO states have been 

committing proportionately only about one-fourth to one-half that 

amount.  Consumer demands and national priorities affecting the quality 

of life in the West place severe, if imprecise, limits on what levels 

of national resources Western governments and parliaments are willing 

or able to commit to defense.  Such political and economic constraints 

on defense spending have been worsened in their impact in the West by 

recent inflationary pressures, energy shortages, and rising military 

manpower costs in most countries.  Even the recent commitment of the 

NATO Allies to effect an annual increase of 3 percent in real terms in 

defense spending will not close the gap between increases in defense 

spending that the Soviet Union has been undertaking for years and 

Western decreases, nor will it increase the proportion of gross national 

products that NATO Allies commit to defense. 

The Input/Output Efficiency of Alliance Resource Use.  Former 

SACEUR Andrew J. Goodpaster is frequently quoted for estimating that 
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NATO combat effectiveness is diminished by as much as 30 to 50 percent 

in some cases by lack of standardization of equipment between national 

forces that may be expected to fight side by side.  Thomas Callaghan 

in his now famous report on "US/European Economic Cooperation in Military 

and Civil Technology" has claimed that the Alliance wastes as much as 

$10 billion annually by duplicative RfcD and by failure to achieve 

economies of volume production of military equipment.  Both claims 

are controversial and difficult to substantiate, but they indicate a 

fundamental problem that is addressed in more detail below. 

Increased Desire of Members of the Alliance for Self Sufficiency 

in High Technology Armaments.  A final reason the problem of armaments 

collaboration is critical today is that the principal industrial econo- 

mies within the NATO Alliance share a set of convictions — with impor- 

tant variations in degree — that:  (a) technological superiority in 

weapons is vital to national security and independence; (b) technology 

cannot be left entirely to someone else to develop; (c) military R&D 

underwrites a cutting edge of the evolution of high technology; and 

Cd) high technology developed for military purposes has unpredictable 

but significant spinoff benefits for the civilian economy. 

For such convictions (reasons), the United Kingdom, the Federal 

Republic of Germany, and France especially — as well as the US — wish 

to maintain, whenever feasible, self sufficiency in high technology areas 

of military R&D.  For other, smaller or less developed states, self 

sufficiency across a wide spectrum is not feasible and, by national 

policy, may not be regarded as so desirable.   Nonetheless, for states 

such as Italy, Canada, the Netherlands, Belgium, Norway, and Denmark 

self sufficiency in selected high technology areas is a vital national 

interest also. 

Efficiency of the Current Input/Output Process 

In general, the Study Group agrees that the current "input/output" 

process is probably not efficient.  At least in comparison to the Soviet 
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Union and the Warsaw Pact, what NATO gets out in terms of deployed force 

effectiveness of the resources it puts into research, development and 

materiel acquisition is not without room for significant improvement. 

There are several classical arguments about why the current process is 

probably not efficient. 

One argument concerns Alliance-wide allocation of military R&D 

funds.  The roughly $12 billion the US spends annually on military R&D 

contains many projects that are duplicative with or near equivalents 

of many projects funded by about $A billion in NATO European military 

R&D budgets.  Even the $4 billion spent annually in Europe contains 

some redundancies since European states also prefer to maintain self 

sufficiency in high technology armament areas and generally prefer to 

meet their military requirements from national resources when possible 

rather than becoming dependent on armaments imports.  Additionally, the 

output to fielded forces from separate national selection and procurement 

decisions too often yields equipments that are incompatible with one 

another.  For allied national forces mutually to support one another 

then requires a belated fix to make them interoperable. 

A second argument concerning the efficiency of the input/output 

process concerns the failure to achieve economies of volume production. 

With a preference for procurement fron national domestic sources, pro- 

duction runs, particularly within NATO European states, are typically 

small yielding higher unit costs than is believed to be the case if 

benefits of the "learning curve" could be achieved by larger production 

runs.  Failure to specialize production and satisfy more NATO national 

requirements by trade — so the argument runs — contributes to ineffi- 

ciency in the overall Alliance input/output process.  Whereas duplica- 

tive R&D is driven principally by national desires for self sufficiency 

in high technology armament areas, the existence of multiple small pro- 

duction runs is more a function of national requirements to maintain 

stability of employment and a production base in many sectors. 

A related argument holds that within the Alliance as a whole there 

is an excessive production base for armaments due to national desires 
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for self sufficiency and employment.  Without restructuring to rational- 

ize this overall Alliance production base — a process that could require 

painful local, sectoral and national economic dislocations — the over- 

head cost for individual weapon systems will be inordinately high.  One 

way to bring overhead costs into more reasonable proportion and to 

reduce unit costs has been to seek or respond to export markets in 

extra-NATO or Third World areas. 

This economic problem, which when dealt with by extra-NATO exports, 

complicates both the politics and the Alliance-wide economics of armaments 

collaboration. 

Desires for high technology self-sufficiency, preferences for domes- 

tic procurement over trade within NATO, some competition for extra-NATO 

sales, and concerns for protection of non-military, commercial interests 

all contribute to restraints on technology sharing among Allies.  That 

advanced, military technology is shared among NATO states on only a 

limited basis — so a fourth argument goes — means that Alliance-wide 

NATO national forces do not receive uniformly the highest quality of 

equipment that the combined Alliance resources could develop. 

Finally, for the evidence that is adduced to indicate that the 

current input/output process is not efficient for the Alliance, it is 

argued that the many voices and negotiating forums by which NATO states 

try to coordinate armaments programs and policies lead to confusion, 

especially for industry, and inefficiency in the way that armaments are 

developed and produced.  There is a profusion of voices and forums, both 

inside of and outside of the formal NATO structure, which makes it 

difficult, especially for competitive US companies, to know which voices 

and forums to heed. 

However inefficient the current input/output process appears to 

be, the DSB Study Group cautions that this is a process that has evolved 

naturally to satisfy or adjudicate a wide variety of industrial and 

economic as well as military interests of the free nations of NATO.  In 

particular, the*DSB Study Group cautions that immediate inefficiencies 
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of a competitive process should not be replaced by longer term ineffi- 

ciencies of an apparently more rational and efficient process that 

undercuts competitive incentives. 

US Goals Related to Armaments Collaboration 

Four key goals of armaments collaboration for the US can be 

distinguished.  These are: 

(1) To improve NATO operational effectiveness 

(2) To increase efficiency in the allocation of Alliance- 

wide resources for research, development, and acquisition 

(3) To strengthen NATO cohesiveness 

(4) To encourage a politically stable and economically strong 

Western Europe and European defense industry. 

These goals are closely interrelated and tend to be mutually reinforcing 

in the long run.  The DSB Study Group accepts and endorses these goals, 

each of which is discussed briefly in the following paragraphs. 

To Improve NATO Operational Effectiveness.  This is and should be 

the overriding and immediate goal of armaments collaboration.  The 

Study terms of reference and title indicate the predominance of this 

goal.  Dr. Perry and Dr. Eugene Fubini, Chairman of the DSB, stressed 

this as the primary goal in their meetings with the DSB Study Group. 

The rate and growth of the Soviet-Warsaw Pact conventional forces 

buildup establishes the importance of this goal. 

The whole NATO RSI program is aimed at achieving improved NATO 

operational effectiveness.  Armaments collaboration is a crucial part 

of the omnibus term, "rationalization," — that is, "any action that 

increases the effectiveness of Alliance forces through more efficient 

or effective use of defense resources committed to the alliance. 

"Standardization," defined by NATO and the US as "the process by which 

nations achieve the closest practicable cooperation among forces, the 

most efficient use of research, development, and production resources, 
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and agree to adopt on the broadest possible basis the use of common or 

compatible" procedures, equipment and tactical doctrine, depends directly 

on armaments collaboration.  "Interoperability," or "the ability of 

systems, units, or forces to provide services to and accept services 

from other systems, units, or forces and to use the services so exchanged 

to enable them to operate effectively together" is the military end-in- 

itself and also clearly depends on forms of armaments collaboration to 

ensure interoperability. 

To Increase Efficiency in the Allocation of Alliance-Wide Resources 

for Research, Development, and Acquisition.  In one sense this goal is 

the obverse of the first.  As the previous comments on the efficiency 

of the current input/output process of the Alliance indicated, the 

primary problem is to get more output in NATO operational effectiveness 

from the defense resources committed on an Alliance-wide basis. 

The evidence that was presented to the DSB Study Group concerning 

potential "cost savings" or benefits of NATO standardization and inter- 

operability with respect to reductions in duplicative R&D expenditures 

and unit acquisition costs is ambiguous at best, especially concerning 

the latter.  In some cases, states may in fact end up paying slightly 

higher unit acquisition costs for particular systems in order to ensure 

that they are standardized or fully interoperable with those of another 

state so that their forces can fight effectively together.  With respect 

to Alliance-wide R&D expenditures, there is more hope that cooperative 

reallocations could be effected that could reduce costly duplications 

of effort.  Even here, however, this can be difficult to achieve since 

sovereign states only very reluctantly forego particular areas of 

military R&D in which they have either a national security stake or a 

spinoff stake for their civilian economies. 

In either case, the goal of armaments collaboration as the Study 

terms of reference and Dr. Perry's and Dr. Fubini's discussion make 

clear is to produce more effectiveness for the Alliance resources 

committed and not to spend less.  The two NATO Summit Meetings, with 
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President Carter in a leadership role, coranitted the member states to 

twin goals of committing more resources to NATO's defense needs and of 

getting more out of the resources committed.  It is particularly the 

latter of these that armaments collaboration can help achieve. 

To Strengthen NATO Cohesiveness.  At the London Summit Meeting in 

May 1977, President Carter, stressing the need for a new major effort 

"to meet the military and political challenges of the 1980s," declared: 

At the center of this effort must be strong ties 
between Europe and North America.  In maintaining 
and strengthening these ties my Administration 
will be guided by certain principles.  Simply 
stated: 

- We will continue to make the Alliance 
the heart of our foreign policy. 

- We will remain a reliable and faithful ally. 

- We will join with you to strengthen the 
Alliance — politically, economically and 
militarily. 

- We will ask for and listen to the advice 
of our Allies.  And we will give our views 
in return, candidly and as friends. 

After proposing that the defense ministers "begin developing a 

long term defense program to strengthen the Alliance's deterrence and 

defense in the 1980s," President Carter stressed that: 

As we strengthen our forces, we should also improve 
cooperation in development, production and procurement 
of Alliance defense equipment.  The Alliance should 
not be weakened militarily by waste and overlapping. 
Nor should it be weakened politically by disputes 
over where to buy defense equipment.  (underlining 
in original) 

Specifically, the President promised efforts "to seek increased 

opportunities to buy European defense equipment," endorsed European 

efforts to cooperate more fully among themselves in defense production 

including creation of the Independent European Program Group (IEPG), and 

invited a trans-Atlantic dialogue "to explore ways to improve coopera- 

tion in the development, production and procurement of defense equipments. 
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To Encourage a Politically Stable and Economically Strong Western 

Europe and European Defense Industry.  In a sense, this goal — like the 

goal of strengthening NATO cohesiveness — could be regarded as instru- 

mental to the first two goals of improving operational effectiveness 

and of increasing efficiency in the allocation of resources.  But 

because there exists some apprehension in Europe that the US might 

intend a domination of European defense industry by "armaments collabo- 

ration," it has appeared important to state explicitly that the US 

intends a genuine partnership in which political cohesiveness rests on 

the basis of and is coexistent with a stable and economically strong 

Western Europe. 

In the Culver-Nunn Amendments to the Defense Appropriation Authoriza- 

tion Act (1977), the Congress stated this goal by writing, inter alia: 

It is the sense of the Congress that standardization 
of weapons and equipment within the North Atlantic 
Alliance on the basis of a 'two-way street1 concept 
of cooperation in defense procurement between Europe 
and North America could only work in a realistic 
sense if the European nations operated on a united 
and collective basis.  Accordingly, the Congress 
encourages the governments of Europe to accelerate 
their present efforts to achieve European armaments 
collaboration among all European members of the 
Alliance. 

DSB Study Group Observations.  The DSB Study Group notes that there 

are no stated US goals to strengthen the US economy, to provide jobs 

for US industry, or to consider commercial trade.  Insofar as such goals 

are explicit or implicit goals of NATO Allies, potential conflicts of 

goals are likely to exist within the Alliance. 

The DSB Study Group has no  general recommendation to resolve or 

reduce the areas of potential conflict in stated or implied goals of 

armaments collaboration.  It merely calls attention to the possibility 

of potential conflict and urges caution and clarity in recognizing and 

dealing with this possibility. 
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Current NATO/European Activities in Support of Armaments Collaboration 

In its briefings and deliberations, the DSB Study Group conducted 

a broad review of some of the principal activities now underway in NATO 

and in Europe to support armaments collaboration and its goals.  This 

review covered: 

(1) The principal NATO agencies concerned with armaments 

collaboration, 

(2) Recent NATO emphases affecting armaments collaboration, 

and 

(3) Some key extra-NATO activities in the area of armaments 

collaboration. 

Principal NATO Agencies.  Since the mid 1960s the principal NATO 

agency dealing directly with armaments collaboration is the Conference 

of National Armaments Directors (CNAD) and its many sub-groups and work- 

ing committees and panels.  It is chaired by the Assistant Secretary 

General of NATO for Defense Support and supported in its committee work 

by members of his Division of Defense Support on the NATO International 

Staff.  The primary groups reporting directly to the CNAD are: 

The NATO Army Armament Group (NAAG) 

The NATO Air Force Armament Group (NAFAG) 

The NATO Navy Armament Group (NNAG) 

The Defense Research Group 

The Tri-Service Group on Air Defense 

The Tri-Service Group on Communications and Electronic 
Equipment 

The NATO Industrial Advisory Group (NIAG) consisting 
of industrial representatives appointed by their 
governments 

The Cadre Groups on specialized aspects of 
standardization of equipment. 

On the military side of the Alliance, the Military Agency for 

Standardization, reporting to the Military Committee, has played a 
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primary role in focusing discussions and negotiations within NATO aiming 

at standardization and interoperability of equipment as well as standardi- 

zation of doctrine and training for national forces committed to NATO. 

In existence since 1951, one of the principal activities of the MAS is 

to coordinate many and publish all of the agreed NATO standardization 

agreements (STANAGs). 

Recent NATO Emphases.  Note has already been taken of NATO's Long 

Term Defense Program (LTDP) that was initiated at the London NATO Summit 

Meeting of May 1977 and reported on and endorsed at the Washington NATO 

Summit Meeting of May 1978. 

The LTDP is especially significant in several respects.  First, it 

represents, essentially for the first time in NATO's history, a strong 

public and mutual commitment at the highest political and military levels 

of the Alliance to plan realistically against a set of defined priorities 

over about a ten-year period.  Second, it resulted from clear initiatives 

of the Carter Administration to reaffirm the US commitment to NATO on 

the basis of planning and identification of priority requirements that 

had already been underway on the military side of the Alliance.  Third, 

the LTDP implies a stronger commitment to armaments collaboration by 

all members of the Alliance than any previous undertaking to establish 

and achieve NATO force effectiveness goals. 

Besides the LTDP, two other recent NATO emphases are important to 

armaments collaboration.  These are the existing NATO Armaments Planning 

Review (NAPR) and the proposed Periodic Armaments Planning System (PAPS). 

It has long been recognized that in order to enhance the possibilities 

for agreements to collaborate, information exchanges about requirements, 

replacement schedules, and R&D plans are desirable.  Information 

exchanges do take place on an ad hoc basis in the CNAD's armament groups 

and subgroups.  The existing NAPR, also under the CNAD, attempts to put 

such information exchanges on a broader and more systematic basis to 

facilitate armaments collaboration.  The NAPR, however, in its present 

form is only an information system and not a planning system.  A planning 
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system, namely PAPS, has been under consideration and study under the 

CNAD for about two years now.  The PAPS study group is under US chair- 

manship.  PAPS presumably would tie in very closely with the LTDP, and 

the acceptance of the LTDP by NATO Heads of State and Governments has 

given new impetus to achieving progress in developing PAPS. 

Extra-NATO Activities.  NATO has generally accepted the collabora- 

tion between two or three NATO states which have not emerged from formal 

NATO decisions, but which have been formed on an ad hoc, individual 

project basis.  NATO steering groups have frequently been established 

for assisting and guiding these collaborative ventures between states 

which have similar requirements occuring in the same time and mutually 

supporting technological and industrial capabilities to meet these 

requirements. 

To give more structure to opportunities for ad hoc or more systema- 

tic armaments collaborations, two locuses  of relations within the 

Alliance yet outside its formal structures have emerged.  These are: 

(a) the so-called Four Power CNAD, consisting of the National Armaments 

Directors of the UK, France, the FRG, and the US; and (b) the Independent 

European Program Group (IEPG). 

The Four Power CNAD is a natural grouping, reflecting the over- 

whelming majority of the resources committed to Alliance deterrence and 

defense capabilities.  Close collaboration in this forum, however, 

creates some resentment among the more industrialized of the smaller 

states who feel their relative stake in armaments collaboration is as 

large while their power to influence collaborations is diminished. 

The more natural forum for the smaller industrial states of Europe 

would be an intra-European one. With strong encouragement from the US, 

the Eurogroup was formed in 1968 within NATO as an instrument for 

coordinating the European portion of NATO's defense effort. Eurogroup, 

in effect, constitutes a subgroup within NATO representing all European 

members of NATO except France, Portugal and Iceland. By 1975 Eurogroup 

had become the principal forum for reconciling intra-European interests 
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with trans-Atlantic interests in armaments collaboration.  By the end 

of 1975, however, when the absence of France in Eurogroup was felt and 

France indicated greater willingness to participate actively in some 

intra-European forum outside the formal structure of NATO, the Eurogroup 

Ministers called for the creation of such a forum that could include 

France.  The IEPG was thus created in February 1976, with the blessing 

of Eurogroup.  As the now dominant intra-European forum for armaments 

collaboration, the IEPG appears to be committed to a flexible and evolu- 

tionary, pragmatic and inclusive approach to armaments collaboration 

within Europe.  Principal activities are carried out under three panels: 

an Equipment Planning Panel, chaired by the UK; a Specific Projects 

Coordinating Panel with eleven equipment study groups, chaired by 

Belgium; and a Defense Economics and Procedures Panel with five sub- 

groups, chaired by the FRO.  The IEPG itself is chaired by Italy.  The 

IEPG is now engaged in a trans-Atlantic dialogue on armaments collabora- 

tion with the US and Canada. 

DSB Study Group Observation.  It is not for lack of organization 

that cooperation fails.  The problem of finding the basis for collabora- 

tion lies deeper than finding the right form of organization, however 

important the organization of armaments collaboration efforts is. 

Constraints on Armaments Collaboration 

In view of the background of armaments collaboration within NATO, 

the DSB Study Group cautions that US programs of armaments collaboration: 

(1) Should provide for US self interests as well as Alliance- 

wide interests, and 

(2) Must provide for a realistic and equitable distribution 

of burdens and benefits of defense spending among all the Allies. 

With respect to t:he first point, the DSB Study Group acknowledges 

that some US policies and programs in the past have amounted more to 

obstacles t;o  armaments collaboration than to solutions and that Europeans 
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have many sensitivities, suspicions, and complaints about US technologi- 

cal and industrial assertiveness or domination with respect to Alliance- 

wide defense markets and requirements. 

However, just as Europeans are more strongly asserting and the US is 

acknowledging that armaments collaboration must rest on a firm foundation 

of maintaining the economic and industrial health of their states, so 

too must the US - the largest and the strongest of the Allies - maintain 

its economic and industrial health not only for its own sake, but for 

the sake of the overall strength of the Alliance. 

Secondly, armaments collaboration will be successful in achieving, 

its goals only to the extent that collaborating allies are assured that 

both the burdens and the benefits of defense spending are realistically 

and equitably distributed among them.  This is, of course, more easily 

stated in theory than applied in practice among allies who have: 

(1) Conflicting national interests and priorities, ranging 

from a desire for technological and arms independence on one end of the 

spectrum to desires to acquire technology for development and to willing- 

ness to accept or embrace arms dependence or interdependence on the 

other end of the spectrum. 

(2) A variety of national and functional motivations to 

collaborate.  These vary widely in the degree and priority of importance 

that attach to economic, Industrial, political, and military motivations. 

(3) Wide disparity in technological and manufacturing capa- 

bilities and aspirations.   Within Europe, at least three distinct tiers 

or levels are distinguishable among (a) the UK, France, and Germany with 

a full range of capabilities; (b) Italy, the Netherlands, Belgium, 

Norway and Denmark, with clear capabilities in limited areas; and (c) 

other European NATO states with very limited technological and manufac- 

turing capabilities to develop and produce armaments. 

(4) A ten7year history of collaboration within Europe and an 

imbalance of military trade with the US. 
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CRITIQUE OF THE PRESENT DOD PROGRAM OF ARMAMENTS COLLABORATION 

In its review and analysis of the present and proposed DoD program 

for armaments collaboration, the DSB Study Group took special note of 

the evolution of the main elements of that program, and further noted 

the principal arguments in favor of and against each element in the 

present program.  Against this background, the DSB Study Group then 

examined concrete ways to improve the present program, taking into 

account suggestions made by management and technology representatives 

of US industry particularly with respect to the newest and leading edge 

of the present DoD program — the "family of weapons" concept.  Finally, 

the DSB Study Group examined the principal advantages of a revised 

approach to the family of weapons and some of its remaining difficulties. 

Main Elements of Present DoD Program 

Overview.  As outlined by Dr. Perry, the main elements of the present 

program of armaments collaboration being followed by OUSDR&E are: 

(1) A series of bilateral defense procurement Memorandums 

of Understanding (MOUs). 

(2) A series of dual production agreements for systems in 

the US and in Europe. 

(3) A proposed "family of weapons" concept for allocating and 

specializing development of new requirements on an Alliance-wide basis. 

Table 1 depicts the principal objectives, approach to implementation, 

and status and characteristics of each of these elements. 

Defense Procurement MOUs. Since US defense industries have more 

experience in selling in Europe than do European defense industries in 

selling in the US, the principal expectation of bilateral defense pro- 

curement MOUs, such as the one which was signed between the UK and the 

US in September 1975, is to give European industries a better chance to 

bid and succeed in selling in the US defense market. Under the UK-US 

MOU, one British firm, Marconi Communications Systems, Ltd., has recently 
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been awarded a major subcontract on a US Army development — namely, the 

Single Channel Ground Air Radio System (SINCGARS).  It is not likely 

that such defense procurement MOUs will significantly, in and of them- 

selves, alter the balance of military trade between North America and 

Europe, but they could stimulate more trade and better reciprocal 

opportunities to select the best systems or subsystems development and 

production capabilities.  While there was some initial criticism of 

the UK-US MOU as establishing a special relationship, the US has offered 

to negotiate similar MOUs with all NATO partners and has signed one with 

Norway.  Criticism still remains, however, that this approach perpetuates 

a pattern of many unbalanced streets of trade between the US and European 

NATO states and hampers intra-European rationalization of armaments 

policies and defense industries. 

Dual Production 

Almost since the beginning of the Alliance, individual states have 

satisfied immediate requirements, averted development costs, or acquired 

particular technologies by arranging the negotiation of rights to pro- 

duce an ally's proven system under license to their domestic industries. 

During the early years of the Alliance many licenses flowed from the US 

to Europe to provide for European (or dual with American) production of 

thousands of such systems as Hawk air defense missiles. Sidewinder air- 

to-air missiles, and Bullpup air-to-surface missiles.  Licenses have 

also flowed for a long time in the other direction — perhaps, most 

successfully for the British 105mm tank gun, but also less successfully 

for higher technology systems such as the British B-57 Canberra aircraft, 

the French AN/TPS-58 radar, the Dutch MK-87 fire control system, and 

most recently the French-German Roland air defense missile system. 

As a specific element of armaments collaboration to achieve stan- 

dardization or interoperability, dual production — or licensed pro- 

duction — was proposed as a principal approach in the second annual 

report of the Secretary of Defense to the Congress on NATO rationaliza- 

tion/standardization in January 1976 and endorsed by the Congress in the 
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Culver-Nunn Amendments to the Defense Appropriation Authorization Act, 

1977 passed later that year. 

Dual or licensed production maintains some clear-cut advantages 

over direct military purchase from the industry of the developing state: 

(1) It does achieve a degree of standardization among partici- 

pating states so long as reasonable configuration control is maintained. 

(2) Licensee states do not have to fund separate development 

and economies are effected. 

(3) The approach minimizes potential hardship to the economy 

of the non-developing state by 

a. Minimizing outflow of funds for direct purchase. 

b. Providing employment in domestic industries licensed 

to produce. 

(4) It increases the survivability of the Alliance production 
base with lines on both sides of the Atlantic. 

(5) It does not depend on mutual agreement on and coordination 

of the timing of requirements, and the need for a particular system is 

determined nationally, thus minimizing complicated negotiations. 

Family'of Weapons Concept.   The family of weapons concept is new 

and represents the leading edge of the present DoD program of armaments 

collaboration.  As described by Dr. Perry to the DSB Study Group, the 

concept has three distinctive features: 

(1) It specifically aims at rationalizing the use of collec- 

tive Alliance R&D resources by proposing and agreeing on a distribution 

of responsibility for development (and possibly for production) for 

a set of common weapon system requirements. 

(2) By thus specializing development - and later sharing 

technology - it should enable the Alliance to develop and produce 

better and more, as well as standardized, weapons for Alliance forces 

at a given level of resources expended without serious penalty to 

individual national interests. 
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(3)  It represents a longer term solution than the two previous 

elements of the present DoD program and depends critically on early 

agreement among collaborating allies on doctrine and common requirements 

and, implicitly, on assigning functional segments of a market. 

Central to the family of weapons concept is that some of the short- 

comings of individual weapon system collaborations can be eased or over- 

come by a collaboration that encompasses several systems in a specified 

functional or technological "family."  The concept attempts to optimize 

the advantages of single source developments and of individual collabora- 

tions.  It requires collaborating allies to agree that one will assume 

responsibility for developing one weapon in a family while the others 

assume responsibility for other weapons in the same family and that they 

also agree in advance to share the results of their separate developments, 

They must also mutually agree not to conduct competing developments for 

the systems assigned to the others.  Depending on the circumstances, 

production could be single source, dual production, or joint production 

for each developed system. 

Possible examples of application of the family of weapons concept 

have been suggested for the next generation of antitank weapons or of 

air-to-air missiles. 

There are acknowledged difficulties with the concept which is still 

in embrionic stages: 

(1) Should a "family" be defined primarily by function (e.g., 

antitank vs air-to-air) or by its technology (e.g., type of guidance or 

propulsion)? 

(2) Is it possible to coordinate replacement schedules suf- 

ficiently for a family of weapons when this is difficult already on an 

individual weapon system basis? 

(3) While in some ways the specialized single-source develop- 

ment seems to imply a corresponding division of an extra-NATO market 

and thereby ease or finesse difficult negotiations on this issue, are 

functional segments of that market similar enough or predictable enough 
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to the corresponding segments of the NATO market to facilitate accep- 

tance of specialization? 

(4)  Can different political interests in possible Third World 

markets be accommodated under this concept? 

DSB Study Group Appraisal of Present DoD Program 

Table 2 presents a summary of the DSB Study Group's appraisal of 

the present DoD program of armaments collaboration.  The following para- 

graphs briefly elaborate the comments contained therein. 

Defense Procurement MOUs.  One of the principal arguments in favor 

of continuing this element of the present program is that it is already 

underway and represents a beginning for armaments collaboration.  It is 

an approach that aims directly at minimizing or removing barriers to 

military trade.  The UK-US MOU was strongly desired by the British for 

this reason.  Being bilateral, MOUs are relatively easy to negotiate 

and can be developed without engaging the complex international machinery 

of NATO or the IEPG. Besides offering equal and reciprocal opportunities 

for participation in each other's defense markets, defense procurement 

MOUs facilitate opportunities for industrial cooperation among the 

defense industries of participating states. 

On the other hand, bilateral defense procurement MOUs are potentially 

divisive from the point of view of the Alliance as a whole.  There was 

some feeling in Europe that the UK-US MOU was establishing or confirming 

a special relationship to the relative disadvantage of other Europeans. 

Also, on the negative side, bilateral defense procurement MOUs aimed 

principally at removing formal legal and regulatory barriers and allowing 

allied industries to compete in the US market may not really change very 

much except expectations. 

In sum, the DSB Study Group concludes that defense procurement MOUs 

can be a helpful tool in a much broader approach to armaments collabora- 

tion if they are carefully used.  Using them carefully includes, at 

least, ensuring that other NATO allies to whom they would be attractive 
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have the chance to negotiate MOUs with the US comparable to those for 

the UK and Norway and not allowing them to impede the emergence of 

other forms of armaments collaboration congenial to industry and to 

European integration as well as to the strength of the Alliance as a 

whole. 

Dual Production.  As noted previously, one of the principal argu- 

ments for dual production is that it enhances the security of the pro- 

duction base.  Furthermore, a nation that acquires a weapon developed 

within another nation by licensed production rather than by direct 

purchase also decreases its cash outflow and protects domestic employ- 

ment.  At the level of achieving improved NATO force effectiveness, 

dual production of proven systems has the distinct advantage of stan- 

dardizing important elements of the operational capabilities of partici- 

pating nations.  They may require strong international project manage- 

ment or firm national commitments to maintain configuration control, 

but when successful it is clearly one of the most attractive features of 

dual production. 

Despite such benefits, there are, however, some significant draw- 

backs to dual production.  As their own military technological capa- 

bilities have progressed, European industries do not wish to be merely 

licensees for US developed weapon systems.  The principal industrial 

partners on both sides of the Atlantic do prefer to maintain strong 

development capabilities, especially in the advanced or high technology 

areas where spinoff benefits to civilian economies are believed to be 

greatest. 

Again, principally from a European point of view, a major economic 

argument for standardization is that it should enlarge the market for 

any given system thereby affording economies of volume production.  Dual 

production splits this larger market, thereby perpetuating redundant 

investment in production capabilities and failing to achieve the hoped- 

for acquisition costs savings that should be realized from a single 

source production.  Living with a present fragmented NATO market, major 

weapons producers (especially in Europe, but to some extent also in the 
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US) have sought the unit cost relief of extra-NATO sales markets.  Dual 

prcduction — while continuing the multiplicity of production sources 

within NATO — severely complicates the extra-NATO or "third country" 

sales issues. 

A final objection to dual production — one more often voiced by 

US industry — is that it involves not only the transfer of specific 

system technology of how the weapon works, but, more importantly from 

industry's point of view, vital production and manufacturing technology, 

which is the lifeblood of a firm's competitive capability. 

The DSB Study Group sees little chance that dual production will 

provide much of a long term solution.  Objections such as those noted 

based on long term technological, commercial and other national interests 

will make it an increasingly difficult approach to apply successfully. 

Family of Weapons Concept.  In its simplest form the family of 

weapons concept, by dividing responsibility for each weapon in a family 

among participating states and their industries, would make it feasible 

to achieve some of the economies of longer production runs for each 

project.  This would be a clear advantage of the concept in comparison 

to dual production.  Of course, this would be at the expense of fore- 

going one of the main advantages of the dual production approach, namely 

enhancing security of supply by providing at least two separate sources 

of production. 

One of the strongest arguments in favor of the family of weapons 

concept is that it appears to satisfy European demands for a better 

balance on the two-way street.  The US, under this concept, would agree 

in advance not to try to meet each requirement for the family of weapons 

concerned from US national industrial resources alone, but to accept 

European solutions for some.  Within this concept, part of the US market 

would also be ensured to the European industries that developed and 

produced a member of the family, as part of the European market would 

be ensured to US developers and producers for their member(s) of the 

family. 
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The major operational effectiveness argument for the concept is 

that it would provide standardization of the weapons developed and pro- 

duced to meet agreed on requirements.  Both defense procurement MOUs 

and dual production achieve degrees of standardization also, but the 

standardization achieved by those approaches is on an ad hoc basis 

and almost incidental to achieving other objectives of the concepts, 

particularly in the case of the defense procurement MOUs.  The principal 

resource-allocation argument for the concept and its essential aim is 

to provide a rational means of saving on the Alliance-wide expenditure 

of development funds.  Application of the family of weapons concept with 

single-source producers as well as developers would also appear to mini- 

mize or at least finesse the issue of third country sales.  The issue 

would by no means be eliminated, but agreement on a division of responsi- 

bility for developing and producing systems for NATO would tacitly or 

explicitly also involve early agreement in handling competition in this 

area. 

The DSB Study Group finds that one obvious argument against the 

concept is that it could, by making assignments on a division of responsi- 

bility for weapons in a family, lead to the development of second best 

systems or subsystems.  The limitation on competition could also lead 

to higher costs for individual systems.  And finally, the lack of com- 

petition implied by the concept could lead not only to second best 

systems at higher costs but even to no acceptable system in some cases. 

The lack of US participation in the development and production of 

a system may either imply or tend to cause a reduced US commitment to 

the program.  Especially for systems, the development of which may take 

several years stretching across the tenure of two or more Congresses 

and even two Administrations, this is likely to be a problem. 

Finally, there is the problem of the national technology base. 

If R&D funds are not committed to a specific development area, the 

technology base may well dry up.  It is generally not adequate simply 

to commit research funds for the technology base since the real driving 

function even here is the prospect and the necessity eventually to 
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to produce an operational system at affordable cost that will meet 

specific requirements.  There is a synergism between pure research and 

development that makes each essential to the other.  If the technology 

base in a given technological area does dry up due to lack of develop- 

ment incentive and funding, it is extremely difficult to reenter the 

field. 

All things considered, the DSB does not believe the family of 

weapons concept in its present form to be particularly feasible or 

desirable.   The DSB Study Group does, however, believe that there is 

merit in trying to work out an arrangement across a family of weapons 

(as compared to on an individual weapon system basis) for a type of 

collaboration that will share rather than divide responsibilities on 

a more nearly optimum basis than at present within the Alliance.  The 

essence of such an approach, the DSB Study Group concludes, must be an 

arrangement for co-development and co-production. 

Emphasis on Co-Development and Co-Production 

Reasons for Emphasizing Co-Development and Co-Production.  Not- 

withstanding the difficulties in any armaments collaboration, the DSB 

Study Group affirms that standardization can be militarily very impor- 

tant.  Standardization among a family of weapons should be relatively 

easier to achieve than on an individual weapon system basis.  The 

various national, economic, technological and commercial interests 

involved can be accommmodated in a larger framework than when these are 

handled only in a case-by-case approach.  On the other hand, no grand 

solution to weapons standardization can be provided or imposed on the 

sovereign states of NATO.  Between the scylla of negotiating everything 

case-by-case and the charybdis of seeking a grand solution, a family of 

weapons concept that stresses co-development and co-production is worth 

a good hard try. 

By stressing co-development and co-production, the DSB Study Group 

intends that any approach using a family of weapons concept should give 

each participating state and its industries with the technological 
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capabilities a chance to participate in aspects of system or subsystem 

development and production.  Any new weapon development requires a 

certain amount of "advocacy" in the competition for national resource 

allocations.  Industrial participation in co-development and co-produc- 

tion helps establish the necessary in-country advocacy that can open 

domestic markets - US as well as European - to the longer production 

runs that can make the approach more economically acceptable. 

Division of responsibility for development along national or even 

continental lines may foreclose opportunities for using the best tech- 

nological capabilities available to the Alliance as a whole.  An approach 

that provides for co-development of any system provides the greatest 

opportunity and assurance that the best Alliance technology will be 

employed at both systems integration and subsystems and component levels. 

Co-development and co-production with trans-Atlantic teaming and sub- 

contracting would also permit some control of country by country trade 

balances.  Traffic on the two-way street would be adjusted by subsystems 

and components more than by total systems or military end items. 

With respect to one always troublesome aspect of armaments collabo- 

ration — namely technology sharing, prime contractors and international 

subcontractors in a co-development and co-production program are likely 

to be in a better position than their governments to assess the value 

and fair price for the complementary technologies that must be used, 

shared, or licensed.  Where technology needs to be transferred or would 

appear to be desirable to transfer could be more equitably determined 

under a co-development and co-production arrangement than under a single 

development and dual production arrangement.  With co-development and 

co-production it is less necessary to transfer either highly sensitive 

system technology or critical production technology. 

The other major troublesome issue of all armaments collaboration — 

that is, third country sales — would not be uniquely solved by co- 

development and co-production.  However, co-development would allow, 

or even require, that this issue be confronted very early in a collabora- 

tion and a solution worked out before too many commitments and expectations 

are established. 
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A Model of Co-Development and Co-Production.  The DSB Study Group 

queried US industry representatives for ideas or models as to how a 

co-development and co-production approach to the family of weapons con- 

cept could be implemented.  Figure 1 presents such a model, which is 

commended to OUSDR&E for further critical attention and possible early 

application. 

The model shown in Figure 1 shows only the case in which the 

development of a particular weapon in a family is funded by the US.  A 

mirror-image picture would be drawn for each weapon whose development is 

funded by a NATO European state or group of states. 

Listed in the lower half of the figure are some of the essential 

features of this model.  First of all, the model requires that there be 

clear and firm trans-Atlantic agreement on (a) the requirements for 

and the interoperability criteria for the weapons in the family; (b) 

the expected sizes of the US and European national buys of each weapon 

so that planning can be reasonably and fairly accomplished; and (c) 

which government will be the sponsoring government for each development 

and which shares or types of shares of the co-development may be expected 

to be assigned to industries within other participating states.  Agree- 

ment on each of these points is regarded by the DSB Study Group as 

essential.  The last of these three points requires further elaboration 

by reference to the block diagram shown. 

A second feature of the proposed approach is that the sponsoring 

government will provide 100 percent of the funding of the development. 

The DSB Study Group believes that even though co-development is proposed 

rather than a development carried out within one country alone, the 

principle should be maintained that the sponsoring government provides 

all of the development funds.  Besides reducing redundancies in develop- 

ment, this would provide for firmer and simpler project control. 

The prime industrial contractor would be an industrial company in 

the sponsoring country.  The prime contractor would be fully responsible 

for the development to the sponsoring government, but would be required 

to select principal subcontractors from within the other participating 
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states in accordance with agreed on shares of co-development that are 

to go to those states.  As much as possible, selection of subcontractors 

should be through competition to ensure use of the best available tech- 

nological capability. 

Finally, each of the states participating in the funding of 

individual weapons in the family would agree not to fund parallel or 

competing developments of systems or designs being sponsored by other 

participants. 

For the case of a US sponsored development, the block diagram is 

intended to display some of these features and to indicate others. 

Since as assembly line on both sides of the Atlantic is likely to be 

desirable even if individual subsystems or components are not manu- 

factured on both sides (as they would be in complete dual production), 

a European prime for the European production and assembly should be 

selected early in the process to assist and coordinate with the US 

prime developer/producer.  The US prime developer, however, would have 

final responsibility for selecting the European subsystem and component 

developers who would later participate in the European production.  Both 

US and European development subcontractors would assist the US prime 

developer in selecting counterparts on the other side of the Atlantic 

who could be the principal subcontractors for production and perhaps 

assist in development, if the subcontractors so chosen needed to acquire 

some technology abroad.  These linkages should help to make the best 

technologies available for the given system since the contracting 

industries would both be assured a share in production.  Subcontractors 

on both sides of the Atlantic would thus have high incentives to make 

the development a success by collaborative involvement of companies on 

the other side of the Atlantic that might otherwise seem principally 

to be competitors. 

Since, in some.cases, highly specialized or unique capabilities 

exist on either side of the Atlantic, the block diagram shows some 

subcontractors that would be subcontractors to either the US prime 

contractor for production or the European prime contractor for production. 
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Tht;   DSli   Study   Group   be L IUVL'S   LhaL,   liuwevei   complux   LlilM   uutiiel   may 

at first appear, it has certain attractive aspects.  In particular, 'it 

attempts to offer the most realistic incentives to industries to coop- 

erate across the Atlantic and to leave to cooperating industries the 

principal roles in negotiating the terms of the technology transfers 

that must take place. 

Implementing the Model: A First Step.  Figure 2 presents a flow 

diagram for implementing the modified approach to the family of weapons 

concept as proposed by the DSB Study Group.  This is labeled a "first 

step" to emphasize that the DSB Study Group believes that DoD should 

go slowly and learn while doing in implementing this modified approach. 

The diagram is intended to be self-explanatory and will not be 

commented on in detail.  However, it does contain within each of the 

stages in the process a few points that may not be self-evident from 

the previous discussion of the DSB Study Group model.  The following 

brief paragraphs highlight some of these points. 

Select Four Programs.  Since the selection of the mebers of the 

family should reflect national choices to fund entire developments as 

much as possible, and not a toughly bargained assignment of responsi- 

bilities or arbitrary deal of the cards from a narrowly defined area, 

it is critical that each weapon or system chosen for collaboration 

represents on agreed-on common requirement for the participating states, 

and that it is of interest to the industries of the sponsoring states. 

The "family" may be chosen from any set of common requirements. 

Prepare MOU. The basic agreement on the selection of programs to 

be developed under the family concept and the broad terms of the collab- 

oration on each should be outlined in a Memorandum of Understanding or 

a series of MOUs. Since the sponsoring country in each case is likely 

to be one of the Big Four (UK, FRG, France, US), special attention must 

be given to providing opportunities for smaller states to share in the 

development, as they are able and willing to do so, as well as in the 
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later production.  Probably the best way to handle the third country 

sales issue is to grant each producing country or consortium non- 

exclusive production rights for sales to extra-NATO third countries; 

exclusive production rights for sales to NATO countries not participat- 

ing in production should probably be reserved to the developing country 

and its production consortium. 

Conduct Source Selection.  As discussed previously, the develop- 

ment source selection would be the responsibility of the sponsoring 

country and its Source Selection Agency (SSA).  However, a voluntary 

joint Source Selection Evaluation Board (SSEB) should be set up con- 

sisting of representatives from all participating states to advise and 

assist the sponsoring country SSA.  In each case, the sponsor's pro- 

curement rules should be used in source selection. 

Conduct Development.  As in the source selection process, the 

sponsoring country's procurement rules should be used to manage the 

development. 

Initiate Production.  A key point of this approach is to provide 

multiple production options while rationalizing the Alliance use of 

development resources.  Under this concept, any participating country 

would have rights to dual produce for its own procurement at its option. 

If secondary production sources are established, they should be required 

to pay R&D recoupment costs and royalties to the sponsoring country 

and its industries.  A liberal policy on the use of industrial offsets 

to facilitate co-production should be followed. 

Logistic Support.  At the present, logistic support for weapons 

systems remains principally the responsibility of using nations in 

NATO. 
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Summary of DSB Study Group Proposal for a Family of Weapons Concept 

The particular advantages of the model of a co-development and 

co-production approach to the family of weapons concept as proposed 

by the DSB Study Group are: 

• It involves commitment to a common program (or set 
of programs) by the participation of many nations, 
yet assigns leadership of each program to a single 
leader. 

• Although control and responsibility for the development 
are vested in the funding nation, that nation is given 
both reason to and the means to consider the interest 
of other participating nations. 

• Since co-development and co-production are involved 
in each program, there is no necessary reason to 
make a commitment in advance on production; all 
can wait and see if the development is successful. 

• The co-development approach outlined makes high 
technology available to all the participating 
members of the Alliance, but it is transferred 
industrially for acceptable value received. 

• The model provides ample opportunity for learning 
from the process without need to finalize the 
approach at the initiation of the programs. 

Difficulties still remain with the family of weapons concept, even 

if modified as proposed by the DSB Study Group.  Two critical ones are: 

• The initial arrangements, which must include several 
weapons and systems and as many nations as wish to 
participate, will be difficult to establish. 

e 
Although the modified concept attempts to provide 
enlarged opportunities for high technology to b 
made available, by restricting development (or, 
better, co-development) to one funded program 
it does not guarantee that the best technology 
will be used. 
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OTHER DSB STUDY GROUP RECOMMENDATIONS FOR IMPROVING EFFECTIVENESS 

In making the recommendation that DoD emphasize co-development and 

co-production in its approach(es) to armaments collaboration, the DSB 

Study Group believes that: 

(1) The present DoD program is a start in the direction of 

better armaments collaboration in NATO that should be built on. 

(2) The present DoD program has serious limitations and 

weaknesses in providing inadequate incentives to both NATO governments 

and industries to collaborate. 

(3) Both Europe and the US are in the midst of a formulative 

period of re-thinking and reorienting the application of their defense 

industrial capabilities toward meeting common NATO goals and individual 

national goals. 

(A)  In this formulative period, the US and NATO European 

states should remain open to creative approaches — particularly those 

proposed by their industries — and not prematurely commit themselves 

to any one approach that may become doctrinaire. 

(5) There are some broad areas of government policies and 

procedures where immediate changes or improvements can be made to 

facilitate flexible and adaptable armaments collaboration as a means 

to improving NATO effectiveness. 

(6) There are some critical unresolved issues impeding arma- 

ments collaboration, which require the highest policy attention to 

resolve before armaments collaboration can move very far in new 

directions. 

In regard to the fifth item above, the DSB has provided analyses and 

recommendations to resolve these issues in the following areas: 

• Common defense planning 

• Increased emphasis on interoperability 

• Improved/modified US procedures and regulations 
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• Industry involvement in a strategy for co-development 
and co-production 

• Improved approaches to collaboration 

Common Defense Planning 

Joint Requirements.  Ideally, armaments collaboration should pro- 

ceed from the formulation of joint requirements.  Virtually every attempt 

to adopt another country's development to meet one's own requirement, 

or adapt one's own development to meet another country's requirement 

contains difficulties and increases the cost of collaboration.  Once 

requirements have been formulated and accepted on a separate national 

basis, it is almost too late to begin efficient armaments collaboration. 

To facilitate formulation of joint requirements as the basis for future 

armaments collaboration, the DSB Study Group recommends that military 

staff talks on common doctrine and tactics be strongly supported and 

endorsed by DoD. 

Interoperability.  The formulation of joint requirements will have 

its impact on future capabilities.  Improvement in existing capabilities 

depends on immediate attention to interoperability in NATO as a whole 

and in the US.  From a military point of view, interoperability of fielded 

forces and equipments could be regarded as an end in itself and standardi- 

zation, as a means to that end.  The DSB Study Group supports and commends 

the attention that SHAPE and the JCS have given to establishing priorities 

for interoperability and recommends that DoD give immedaite programmatic 

emphasis to them in its program of armaments collaboration. 

Standardization Agreements (STANAGs).  The Military Agency for 

Standardization (MAS) of the Military Committee has published and promul- 

gated some 600 STANAGs over the years, which have been developed and 

negotiated through many working groups and committees on both the military 

and the civilian sides of NATO.  The materiel STANAGs (about half of the 

total) form an important basis for achieving degrees of both standardiza- 

tion and interoperability of NATO equipments.  The DSB Study Group 
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believes that, if STANAGs are worth the trouble to negotiate, there 

should be greater provision for stressing their importance in common 

defense planning.  In particular, reasonable schedules for their imple- 

mentation should be agreed to as part of their negotiation and means 

should be established to monitor compliance with them. 

Equipment Replacement Schedules.  Efficient armaments collaboration 

on specific programs, especially if any joint funding of co-development 

is contemplated therein, and the formulation of joint requirements depend 

on the reasonable coordination of equipment replacement schedules.  There 

are, of course, many difficulties in coordinating equipment replacement 

schedules as there are in formulating joint requirements.  However, 

planned  inventory lives of specific systems and planned initial opera- 

tional capabilities (XOCs) for new systems are frequently changed for 

purely national reasons.  The DSB Study Group believes that in some 

circumstances it is worth the effort or cost to adjust both of these 

for the sake of improved NATO effectiveness through armaments collabora- 

tion.  The DSB Study Group therefore recommends that DoD give increased 

support to the development of PAPS within NATO to facilitate coordination 

of equipment replacement schedules.  It should be recognized, however, 

that while PAPS is necessary, it is not sufficient.  As with the formu- 

lation of joint requirements, bilateral talks and negotiations with 

allies with whom armaments compatibility is most important for NATO 

effectiveness will also be necessary. 

Increased US Emphasis on Interoperability 

The DSB Study Group does not accept a sharp dichotomy between stan- 

dardization and interoperability.  Interoperability requires a degree 

of standardization and is sometimes described as standardization from 

the bottom up.  Standardization (even from the top down) aims at and 

implies interoperability of equipments and forces.  Nonetheless, there 

has been some tendency to see standardization and interoperability as 

differences of kind more than differences of degree and to regard the 

US as pressing for NATO-wide standardization to the neglect of 
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interoperability or to the potential disadvantage of European NATO 

allies and their industries. 

The DSB Study Group believes that a US program of armaments col- 

laboration to improve NATO effectiveness should give at least equal 

weight to interoperability as to standardization as these terms are 

formally defined in NATO.  This would require increasing the emphasis 

on interoperability in present US policy statements and in the systems 

acquisition process. 

Policy on Established NATO and JCS Priority Areas.  As a policy 

matter, DoD should make clear that it accepts and emphasizes the 

established NATO and JCS priority areas for interoperability.  These 

are: 

• Command, control, communications 

• Cross-servicing of aircraft 

• Ammunition 

• Battlefield surveillance and target acquisition 
and designation 

• Components and spare parts 

Implications for Systems Acquisition Process.   To give meaning 

and force to this emphasis in policy, interoperability must also 

receive increased emphasis in the systems acquisition process.  It is 

necessary, that the specific requirement for interoperability be written 

into required operational capability (ROC) statements and requests for 

proposal (RFPs) as well as into development contracts.  The concern 

for NATO-wide interoperability should also be made more explicit and 

focused in all Service System Acquisition Review Council (SSARC) an 

Defense System Acquisition Review Council (DSARC) milestones and reviews. 

Finally, operational tests and evaluations of systems under development 

should be required to include a demonstration or certification of NATO 

interoperability. 

7-50 



An Interoperability Action Plan.  Further to give concreteness 

and emphasis on interoperability along the lines of the established 

NATO and JCS priority areas, DoD should develop an action plan to 

implement this interoperability emphasis. 

Improved/Modified US Procedures and Regulations 

In addition to the specific suggestions made above for improving 

common defense planning and increasing the emphasis on interoperability, 

the DSB Study Group recommends that certain general US procedures and 

regulations be improved or modified to facilitate armaments collaboration. 

Guidelines and Rules for Teaming.  Although US industry does not 

wish to be encumbered or hampered in its negotiations with European 

industry by complex and restrictive rules, some minimum and consistent 

guidelines and rules are necessary to give industry a framework for 

negotiating with confidence that teaming arrangements entered into will 

be acceptable and supported by the US Government. 

Information Release Cycle.  Efforts need to be undertaken to 

review the categories of information that can be released under differ- 

ent stages of collaboration and to shorten the approval cycles at each 

stage.  Opportunities for transatlantic collaboration, in particular, 

will be lost without significant improvement in these procedures. 

Release of Performance Data. To facilitate armaments collaboration 

on systems currently under development, much more forthcoming procedures 

for release of performance data rpust be developed. 

Release of EW Vulnerability Data.  Armaments collaboration among 

NATO Allies is exceedingly difficult without shared knowledge of and 

agreement on EW vulnerability.  Clearly a tradeoff of military signifi- 

cance is involved here more than in the general area of performance data. 

DoD must give increased attention to this tradeoff and make better 

I 
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provision for timely release of EW vulnerability data in those areas 

where standardization and interoperability are deemed most important. 

Contract Terms and Conditions in International Procurement.  The 

Armed Service Procurement Regulations (ASPRs) should be reviewed and 

modified to provide waivers of peculiarly US terms and conditions or 

the substitution of European terms and conditions in US procurement 

contracts.  As much as possible, international procurements should 

respect and use the regulations of the collaborating governments. 

Focused Guidance in RFPs, Including Data Rights.  Virtually any 

development conducted by industry involves background data, which are 

company owned and regarded as what makes the company competitive, as 

well as foreground data, which are paid for directly by the development 

contract.  Most European governments allow their contractors to own 

foreground rights also.  To ask US industries to be prepared in advance 

to surrender or to sell all data rights appears to be unnecessary and 

unreasonable.  More focused guidance on all collaborative issues in 

RFPs is needed, but especially on the question of data rights. 

Interpretation of Anti-Trust Laws.  Before international agreements 

on defense market sharing are entered into and industrial firms are 

committed to their provisions, DoD should seek Justice Department inter- 

pretations of anti-trust laws to ensure that the agreements are accept- 

able under them. 

OMB Circular A-1Q9.  Circular A-109 recently issued by the Office 

of Management and Budget essentially provides for an acquisition system 

that postpones commitment on procurement until development has been 

completely worked out and judged successful and to be the best available 

in meeting the mission element need statement (MENS).  Since A-109 is 

less appropriate for a European environment and for an environment of 

armaments collaboration that depends on early and long term commitment 
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to agreed requirements and procurement of the systems under development, 

the DSB Study Group recommends that A-109 be reviewed and modified to 

allow for earlier decision making with NATO Allies on armaments collabo- 

ration programs. 

Other Ways to Provide Long Term Commitments.  Europeans, with a 

long history of intra-European collaboration on development as well as 

production of armaments, have come to count on long term commitments to 

joint programs.  Formally, with annual budget cycles and Congressional 

authorizations and appropriations, the US system does not provide for 

long term commitments to (as distinct from planning for) any acquisitions. 

Acquisitions are legally determined on an annual cycle.  Europeans are 

sensitive to this issue and wary of entering into apparently long term 

commitments that could be cancelled or unfulfilled.  DoD should study 

and discuss with the Congress ways to provide longer term formal commit- 

ments on armaments collaboration to NATO allies. 

Industry Involvement in a Strategy for Co-Development and Co-Production 

From its discussions with management and technology representatives 

of US industry, the DSB Study Group believes that there must be a more 

sustained and systematic dialogue between the US Government and industry 

that yields a better industry involvement in a strategy for co-develop- 

ment and co-production as the thrust of armaments collaboration to achieve 

standardization. 

Some of the things that could improve industry motivation and 

sustain industry involvement are: 

• Structuring incentives into RFPs and evaluation criteria 

• Ensuring profitability in technology transfer 

• Allowing partial recovery of costs of exploring 
opportunities for cooperation 

• Communicating policy and program effectively and 
unambiguously to industry 

■ 
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Improved Approaches to Collaboration 

Armaments collaboration, like military trade between the US and 

Europe, has to become more of a two-way street if it is to function 

across the Atlantic.  The following comments and suggestions are oriented 

principally to the need for progressing responsively to evolutionary 

European policies, programs and interests in armaments collaboration. 

Avoid Commitments to a Single Overall Approach. No one overall 

US approach to armaments collaboration can be developed to encompass 

all cases because: 

• The needs and capabilities of European NATO allies 
vary greatly with respect to armaments collaboration 

• Many European industries remain fearful and suspicious 
of US industrial domination 

• Europeans are not unanimous in their approaches to 
armaments collaboration 

• European states have strong technological and development 
capabilities in particular areas which match or exceed 
US capabilities 

Define Objectives of Armaments Collaboration and Develop a Concept 
for Achieving Theirf. 

Consider a Variety of Approaches.  In any particular case, the 

approach to be followed should take account especially of: 

• The realities of domestic and export markets and 
export market needs of the participants 

• The specialized or unique technological capabilities 
available or required 

• Differing national policies and economic-industrial 
needs and priorities 

Start with Specific Programs.  If armaments collaboration is to 

achieve the goal of improving NATO effectiveness, it is important to 

get the process started with a few realistic programs with a high 

prospect of success.  In the long run, better armaments collaboration 
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will come about as an evolutionary and not a revolutionary process. 

The proper institutional and governmental framework and guidance for 

this process will come best from experience. 

KEY ISSUES 

The DSB Study Group identified several key issues of armaments 

collaboration that pose policy problems involving other agencies of the 

US Government besides the Department of Defense.  Most of the issues 

concern other US interests and policies that complicate and constrain 

armaments collaboration within NATO or would themselves be complicated or 

constrained by a major push for increased armaments collaboration. 

Such issues fall broadly into three areas:  military, political, and 

economic.  The DSB Study Group strongly recommends that these issues 

be addressed and resolved at the appropriate levels of the US Government 

so that DoD policies and programs for NATO armaments collaboration may 

be developed smoothly and consistently with the national interest. 

Military 

The principal military issue that needs resolution concerns the 

potential conflict between worldwide US commitments and US NATO commit- 

ments. 

Differences in Systems Requirements.  US general purpose forces are 

generally structured and equipped to meet either type of commitment, and 

the US system acquisition process for these forces is geared to this 

double commitment.  However, if and where US requirements for specific 

types of systems for NATO use of for worldwide use cannot be reconciled, 

the US may be confronted with the choice of standardizing within NATO 

and destandardizing within its own general purpose forces or standardizing 

within US general purpose forces and destandardizing within NATO. 
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Differences in Equipment Specifications.  The physical environment 

of the Middle East and Central Europe differ radically as well as the 

tactics and doctrine that may be employed in them.  Hence, US equipment 

specifications for helicopters, for example, provide for different 

climb rates, operating temperature ranges, safety and survivability 

parameters than do NATO European equipment specifications. 

Vulnerability of Production Base.  The use of non-US suppliers for 

components or subsystems in co-production programs or of non-US suppliers 

in military trade poses a potential problem for US worldwide commitments. 

Clearly a European production base on which the US was solely dependent 

for some of its procurement would be highly vulnerable in wartime to 

disruption or attack and in peacetime to political constraints. 

Political 

Forum(s) for Armaments Collaboration.  The multiplicity of forums 

for armaments collaboration within the formal NATO structure and outside 

it has been commented on above.  For realistic and near term armaments 

collaboration, the US tends principally to use bilateral negotiations 

and the Four Power forum.  It is unclear to the DSB Study Group 

whether this helps or hinders the stated, longer term desire for a 

stronger Western Europe and European industrial base.  To encourage 

the latter, there was some sentiment in the DSB Study Group for dealing 

only with the IEPG.  But it is far from clear whether this would be 

effective or put far too much strain on an embrionic institution. 

Extra-NATO Arms Sales.  US arms export policy as currently stated 

and interpreted is likely to make European defense industries and states 

more reluctant to enter into trans-Atlantic armaments collaborations in 

the future unless some relief can be found from the third-party 

restrictions.  The DSB'Study Group recommends that steps be taken to 

seek such relief and to clarify and minimize the restraint imposed on 

NATO Allies by US self restraint. 
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Long Term Program CommitmenLs.  With smaller total R&U funds 

allocated and sometimes higher development costs for co-development, 

European governments and parliaments feel they.can afford to make only 

very few false starts.  Unless the Congress and the President can find 

ways to provide more credible long term program commitments, trans- 

Atlantic armaments collaboration will tend to be second best choices for 

many European governments in comparison to intra-European collaborations. 

Economic 

There are no stated US goals related to armaments collaboration 

pertaining to the strength of the US economy, jobs for US industry, or 

commercial trade.  Armaments collaboration is likely to have an impact, 

which is neither very well understood nor predictable, in such economic 

areas.  The possible impact of armaments collaboration on the US economy 

is particularly hard to decipher because it is extremely difficult to 

determine what circumstances to compare the economics of collaboration 

against.  The DSB Study Group believes that this subject requires con- 

tinuing and critical review. 

The DSB Study Group calls attention, in particular, to one fre- 

quently overlooked aspect of this problem.  That is the possible signi- 

ficance of military technology transfer.  Within the DSB Study Group, 

there were widely varied judgments on this issue:  some fearing that a 

liberal military technology transfer policy in armaments collaboration 

would lead to a progressive weakening of the competitive position and, 

therefore, health of the US economy in the world and eventually be 

counterproductive to the military strength of the US and thus of NATO; 

others feeling that only by a more liberal sharing of US military tech- 

nology with NATO Europe could Europe and the US be mutually strengthened 

and that to withhold military technology would be  counterproductive to 

the US by failing to secure US technological superiority (European 

technology is as energetic and sophisticated as and even superior to US 

technology in many respects) and by stimulating a protectionist atmosphere, 
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The DSB Study Group was agreed, however, in regarding technology as 

playing a crucial role in the health of the US economy.  Varied evidence 

from a Department of Commerce study was adduced to support this point. 

For example, in an 18 year period from 1957 to 1975, US technology 

intensive industries showed annual rates of growth almost 1.5 times 

higher in real output, almost twice as high in employment, and almost 

40 percent higher in productivity.  Moreover, technology intensive 

industries contributed to inflation at an annual rate that was only 

about 60 percent as fast as for all other industries.  Finally, the 

technology intensive industries  averaged over $8 billion in net exports 

compared to an average of $4 billion in net imports in all other 

industries. 

Other statistics tend to indicate that the US may be losing some 

of the technological drive it enjoyed in previous years.  Statistics on 

patents issued to US and other nationals are an example.  While US 

nationals were issued 4 percent fewer patents worldwide in 1975 than in 

1963, other nationals obtained 37 percent more patents in the later 

year.  Other nationals were issued 106 percent more patents in 1975 by 

the US Patent Office than in 1963, while patents obtained within the US 

by US nationals increased by only 10 percent.  Within the US, less than 

20 percent of all patents were obtained by foreign nationals in 1963. 

By 1975 this proportion had grown to over 30 percent. 

Statistics also show that only technology intensive and agricultural 

products have consistently contributed to the favorable side of the 

balance of trade from 1971 to the present, while non-technology intensive 

products and raw materials have consistently shown negative balances. 

In illustrating specific characteristics of the US/West European balance 

of trade, figures show that while the US has consistently maintained a 

favorable balance of trade with Western Europe in both military hardware 

and In all technology-intensive products ($4 billion in 1976) , the 

unfavorable balance of trade in non-technology intensive products with 

Europe (-$3 billion in 1976) has brought the total balance close to zero. 

Although US military trade with Western Europe is imbalanced 
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strongly in the US favor, it is useful to consider US military sales in 

comparison to all US direct defense expenditures in Europe, most of 

which derive from stationing US forces there.  For example, in 1977, 

the US direct defense expenditures in Europe were approximately $3 

billion, while Foreign Military Sales to Europe amounted to about 

$1 billion.  Hence, because of this disparity, the US could be said 

to have a deficit of close to $2 billion. 

To sum up this aspect of the economic issue, the DSB Study Group 

is concerned that armaments collaboration not contribute to an erosion 

jf the US technology lead and thus to a weakened US economic posture. 

Technology transfer in armaments collaboration needs to be handled very 

carefully.  Dual production means total transfer of technology including 

production technology and, generally, technological improvement.  Military 

technology is used in civilian products to a degree that is not well 

understood, and production technology for military products can improve 

commerical production capability.  Military technology transfer there- 

fore could weaken the US competitive edge in some segments of the 

commercial market and contribute to a further weakening of the dollar 

and the US economy.  The DSB Study Group believes that this economic 

issue merits continuing intense study in an inter-agency context and that 

the issue should be addressed on a program-by-program basis in DSARC 

reviews for all armaments collaborations. 

In the absence of further evidence about the impact on the economy 

of military technology transfer, the DSB Study Group supports technology 

transfer only if the tradeoffs are balanced and: 

• It is implemented directly by industry-to-industry 
negotiations and not primarily by government trans- 
fer of data packages. 

• It is appropriately compensated in the light of 
immediate and long-term economic value. 

• Industry is consulted in the selection of what is 
to be traded. 

• Government regulations are simplified and the time 
required for approval is reduced. 
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Appendix A 

STUDY PARTICIPANTS 

DSB STUDY GROUP 

The DSB members who constituted the Study Group on "Achieving 

Improved NATO Effectiveness Through Armaments Collaboration" were the 

following: 

Dr. Walter B. LaBerge, Chairman of the Study 
Under Secretary of the Army     ' 

Mr. Oliver C. Boileau, Vice Chairman of the Study 
President 
Boeing Aerospace 

Dr. Betsy Ancker-Johnson 
Associate Director 
Argonne National Laboratory 

Mr. Norman Augustine 
Vice President 
Martin Marietta Aerospace 

Dr. John Baldeschwieler 
Division of Chemistry and Chemical Engineering 
California Institute of Technology 

Dr. Richard DeLauer 
Executive Vice President 
TRW 

Dr. Charles Herzfeld 
Technical Director 
ITT Telecommunications and Electronics 

Dr. Robert Noyce 
Chairman of the Board 
Intel Corporation 
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Dr. George Sebestyen 
President 
Defense Systems, Inc. 

MANAGEMENT REPRESENTATIVES FROM INDUSTRY 

The following invited guests from industry spent two or three 

days each in discussions with DSB members: 

Mr. W. Crawford 
General Manager 
General Electric 

Mr. P. Devirian 
Vice President 
FMC 

Mr. W. Hawkins 
President 
Lockheed-California 

Mr. L. Heilig 
Vice President 
Ford Aerospace 

Mr. B. Holmes 
President 
Raytheon 

Mr. R. Johnson 
President 
McDonnell Douglas Astronautics 

Mr. J. Richardson 
Executive Vice President 
Hughes Aircraft 

Dr. J. Shea 
Senior Vice President 
Raytheon 

Mr. T. Stuelpnagel 
President 
Hughes Helicopter- 

Mr. J. Stuntz 
Vice President, Science and Technology 
Westinghouse 
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Mr. G. Tobias 
President 
Sikorsky Aircraft 

TECHNOLOGY REPRESENTATIVES FROM INDUSTRY 

The following invited guests from industry spent one to three 

days each in discussions with DSB members on problems and prospects 

for technology sharing and transfer: 

Dr. F. Bagby 
Director, Advanced Systems Laboratory 
Battelle Institute 

Mr. F. Cleveland 
Vice President for Engineering 
Lockheed 

Mr. M. Fossier 
Vice President and Assistant General Manager (Technical) 
Raytheon Missiles System Division 

Dr. D. Hicks 
Senior Vice President, Technical 
Northrop 

Dr. P. McManigal 
Director, Planning 
Ford Aerospace 

Mr. R. Race 
Ordnance Systems 
General Electric 

Dr. K. Rosen 
Sikorsky Aircraft Division 

Dr. J. Sternberg 
Director, Advanced Systems 
Martin Marietta Aerospace 

RAdm K. Wallace (Ret.) 
McDonnell Douglas Astronautics 

Mr. T. Wilson 
President 
Teledyne Ryan Aeronautical 
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Mr. P. Wright 
Division Vice President, Engineering 
RCA Government Systems Division 

Dr. R. Ying 
Hughes Aircraft Company 

US GOVtRNMENT AND OTHER EXPERTS 

The following persons briefed the DSB Study Group members on 

selected aspects of NATO RSI and armaments collaboration. 

MG T. Ahern 
Assistant Deputy Chief of Staff for Research, 

Development, and Acquisition, USAF 

LTG R. Baer 
Deputy Commander for Materiel Development 
US Army Materiel Development and Readiness Command 

Mr. M. Boretsky 
Department of Commerce 

BG R. Boverie 
Assistant Deputy Director of Plans, USAF 

MG R. Bowman 
Director, NATO Affairs 
Office of the Assistant Secretary of Defense/ 

International Security Affairs 

Mr. R. Calaway 
Assistant for Program Planning 
Office of the Under Secretary of Defense for 

Research and Engineering 

Mr. T. Callaghan 
Center for Strategic and International Studies 
Georgetown University 

Mr. D. Church 
Deputy Under Secretary of Defense for Research and 

Engineering/Acquisition Policy 

Ms. E. Frost 
Deputy Assistant Secretary of Defense for 

International Economic Affairs 
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Dr. V. Garber 
Director, International Programs 
Office of the Under Secretary of Defense for 

Research and Engineering 

Mr. R. Gessert 
Principal Scientist 
General Research Corporation 

Mr. J. Goodby 

Deputy Assistant Secretary of State/Europe 

Dr. R. Hermann 

Deputy Under Secretary of Defense for Research 
and Engineering/C I 

RAdmR. Hilton 
Director, Strategy, Plans and Policy, USN 

RAdm F. Johnson 
Director, Undersea and Strategic Warfare and 
Nuclear Energy Development, USN 

Ambassador R. Komer 

Advisor to the Secretary of Defense/NATO Affairs 

RAdm J. Lyons 
Office of the Joint Chiefs of Staff 

Dr. J. Martin 

Assistant Secretary of the Air Force/Research, 
Development and Logistics 

GEN D. Starry 
Commanding General 
US Army Training and Doctrine Command 

Dr. J. Walsh 

Assistant Secretary General for Defense Support 
NATO 
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THE UNDER SECRETARY OF DEFENSE 
WASHINGTON. D.C.  20301 

RESEARCH AND 
ENGINEERING 

3 1 MAY 1379 

MEMORANDUM FOR CHAIRMAN, DEFENSE SCIENCE BOARD 

SUBJECT:  DSB Summer Study on RSI, Implementation of 
Recommendations 

During the Defense Science Board session on 4 November 1978, 
it was agreed that my office would prepare a coordinated 
DoD response on the recommendations contained in the DSB 
report "Achieving Improved NATO Effectiveness Through 
Armaments Collaboration," December 1978. 

Attachment 1 contains the statements of DoD positions with 
respect to each of the recommendations.  These recommendations 
provided an excellent forum for in-depth examination of con- 
troversial RSI related issues throughout the DoD community, 
several iterations on the proposed response were necessary 
to reconcile differing.views and propose what we consider 
the optimum course of action.  Where appropriate, an outline 
of implementation actions has also been included.  Most of 
these actions are already well under way. 

In sum, the report of the subject Summer Study has been 
extremely well received throughout DoD,  It has stimulated 
constructive discussions and new management initiatives. 
Please convey my compliments to all participants on the 
DSB Study task force for a very fine effort. 

Attachment 
a/s 
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DSD Rec-ommendat ion ^1 

Prepare for signature by the Secretary of Defense armaments collaboration 
policy statements or directives, including the following points: 

a. The strong US commitment to interoperability with the forces 
of the NATO Alliance, and that efforts in DoD to achieve 
Interoperability are of equal importance to those for 
standardization of complete weapons systems. 

b. Programs of international co-development and co-production 
should be one of the principal long-term methods of achieving 
Alliance equipment standardization supplementing Memorandums 
of Understanding which facilitate mutual trade and dual or 
joint production of currently available Alliance hardware. 

c. To the degree possible, industrial competition, will be 
the basis for international cooperation and that primary 
technology transfer will be by holder industry company 
rather than by governmental exchange of data packages. 

d. The Department of Defense will consider the potential impact 
on the US economy (military and commercialtrade) when 
authorizing technology transfers in the military interest 
of the AlIiance. 

Action Office:  USD(P) 

DoD Response: 

a.  Acceptance in Principle.  DoD agrees that policy statements 

should be developed for armaments cooperation.  DoD comments 

on specific DSB policy recommendations are as follows: 

la.  DoD agrees with the need to achieve interoperafaTlity 

as a primary means of enhancing military effectiveness. 

DoD also believes standardization of entire weapons 

systems insures interoperability as well as reduces in- 

efficient and redundant expenditure of scarce resources. 

Interoperability and standardization both deserve the best 
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efforts of all concerned, 

lb.  DoD concurs with the emphasis on codevelopment and 

coproduction.  The original Defense approach to long 

term armaments cooperation was revised in accordance 

with the DSB recommendation that codevelopment and 

coproduction be used as implementing techniques with 

the family of weapons concept. 

1c.  Competition based on both price and technical excellence 

is a cornerstone of DoD acquisition policy.  DoD objective 

is to maintain the competitive environment in international 

cooperative programs. 

The concept of firm-to-firm licensing and technology 

transfer has advantages to Government as well as to 

industry.  On the other hand, when cooperative programs 

are initiated by Government — not industry,  technical 

data Is a working tool in the hands of Governments in 

shaping those programs.  Thus Government must have the 

necessary ricjhts to perform the legitimate functions of 

program development and national security -- foreign policy 

review.  To this end, it may be necessary for Governments 

to be an intermediary in the flow of technology.  But for 

the most part, we see the role of industry as the principal 

channel of transfer once the basic parameters of programs 

are establi shed. 

■ 
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Finally, to ensure that coproduction efforts succeed, 

provisions must be made in new policies for the release of 

required caveated intelligence data to foreign contractors. 

Such new policies should follow the same guidelines 

established for the release of comparable data to US 

contractors. 

Id.  DoD will assess the implications for the US economy 

of technology transfers authorized in the military interest 

of the Al1iance. 

b.    Implementation Actions: 

o   Policy statements for armaments cooperation will be 

included in the revision of DoD 2010.6 to be published 

in 1979. 

o   The development of a data base (see recom.~endation #8) 

will help provide (l) the assessments of the potential 

impact on the US#economy of the technology transfer, 

(2) an understanding of European industrial dependency 

on arms export, and (3) data for cost analyses of 

alternative modes of industrial development and 

production. 

o   Existing policies and procedures governing the release of 

information to foreign contractors will be reviewed (see 

recommendation 6c). 
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DSD Recommendation 111 

Initiate Implementation of a plan, with SccDcf and NSC approval, 
which puts into effect the DSB recommended program for co-development 
and co-production.  This would include: " 

a. The selection of initial pilot programs from PAPS. 

b. The preparation of draft HOUs including the specification of: 

o the conduct of source selection 

o  the conduct of development 

o guidelines for initiation of production 

o guidelines for logistic support 

Action Office:  USDR&E 
with OJCS 

DoD Response: 

a. Acceptance 

b. Implementation Actions: 

o The DoD implementation of the Family of Weapons incorporates 

the DSB recommendation for co-development and co-production. 

The general guidelines for this form of cooperation have 

been agreed by the Deputy Armaments Directors of France, 

Germany, U.K. and U.S.  Candidate weapon families have 

been proposed to France, Germany, and the U.K. and relative 

national responsibilities have been suggested to them. 

Based predominantly on drafts prepared by the DSB, we 

have provided a draft MOU to these countries for their 

comments in parallel with conduct of further discussion 

in the U.S.  The Army and Air Force are meeting with their 
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countcrparLs from these three countries with the objective 

of rcciching agreiMiicnt on objectives and requirements for 

the air-to-air and anti-tank guided weapon programs to 

be implemented by these MOUs. Our plan is to reach 

agreement on one or more pilot programs during CY 1979 

provided all issues can be resolved, 

o As PAPS is implemented, co-development and co-production 

programs will be systematically developed within CKAD 

for National Armament Director consideration.  MOUs 

developed under PAPS will include specifications such as 

those reconvnended by the DSB. 
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DSB Recommendation #3 

Put into effect a specific set of actions to increase emphasis on 

interoperability for approval of the Secretary of Defense which will: 

a. Provide for achieving increased Alliance agreement on common 
military tactics and doctrine. 

b. Provide for obtaining a military judgment of priorities for 
interoperability in order to emphasize programs of greater 
benefi t. 

c. Provide for developing within NATO, criteria for hardware 
interoperability and how NATO should monitor individual 
national programs for compliance to these criteria. 

d. Establish procedures to ensure that appropriate NATO-wide 
interoperability criteria are included in U.S. requirements 
documentation, mission element needs statements, RFP's and 
implementing contracts. 

e. Establish procedures to ensure formal review of interoperability 
requirements as part of Service System Acquisition Review 
Council's (SSARC's) and OSD DSARC's. 

f. Establish procedures for appropriate interoperability demonstra- 
tion/certification as part of operational testing of new 
weapons systems. 

Action Office: USDR&E with 
USD(P) & JCS 

DoD Response: 

a.   Acceptance.  DoD Directive 2010.6 is to be reviseti to state the 

policy of armaments cooperation.  (DoD Directive 5000.2 will 

be revised as required as well.)  Significant efforts are also under- 

way to achieve these ends in a NATO framework, and it is to the NATO 

framework that the DSB recommendation is principally addressed. 
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b.   ImplcmcnUition Actions: 

o   The JCS prumulfjoted their viev/ of the five highest 

priority calcyories for sLc-indarclizat ion iiiid intcropcrahi li I y 

In JCSH MJCS 27/i-77, 13 September 1977. At JCS request, 

the NATO Military Committee endorsed the JCS priorities 

on 3 February 19/8 {MCH 5-78). These priorities, and 

their ranking go far to meet DSB recornmen^at ion 3b. 

o   The Alliance nations formulated the Long Term Defense 

Program.  One of the items therein reinforced the need to 

study, and if appropriate introduce a Periodic Armaments 

Planning System (PAPS;. As this system has developed, it 

uses mission needs, identified by national or NATO military 

authorities as catalysts to set into motion the activities 

of the CNAD main groups.  The Study Group is developing 

linkages between the PAPS and the NATO force planning 

process, as well as with national acquisition processes. The 

objective is a Systematic procedure to identify alliance 

mission needs setting forth problems for which CNAD would 

seek cooperatively developed equipment solutions.  PAPS 

will be given a trial during calendar 197^.. Specifically, 

with respect to the individual items the plan of. action 

Is as follows: 

1.  Item 3a. Military tactics and doctrine, and mission 

needs are the responsibility of the national military 

staffs and the NATO Military Authorities-  PAPS will 

focus attention on current actions to coordinate tactics 
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and doctrine by recognizing the essential impact of 

these mission needs and thereby provide an explicit 

channel for these into the combined weapons planning 

and acquisition process of the Alliance. 

2. Item 3b. will be provided for in the PAPS where 

mission need documents are transmitted to the CNAD and 

military authorities. Those documents would be 

refined by working groups to.assess the need and 

identify cost, schedule and other considerations. 

At later stages, a project MOU would be signed by 

the nations and a responsible project office estab- 

lished,  in addition, now under trial in NATO is the 

NATO Armaments Planning Review which helps to identify 

requirements and priorities for interoperability. 

3. Item 3c.  The STANAGS are generated and reviewed by the 

Military Agency for Standardization (HAS). These are 

the basic documents for interoperability criteria. 

AC 301 Committee under the chair of the'US is looking at 

establishment of a NATO specifications and standards 

office which would provide a clearing house for all 

NATO systems. 

k.        Items 3d/3e.  DoD mission needs analysis and the 

DSARC procedures are intended to achieve this purpose. 

To this end we are revising OoDD 2010.6 dated 11 March 
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1977 and will expand DoDD 5000.2 to include measures 

required in support of NATO RSI. 

5-   Item 3f« The importance of this need is recognized. 

However, development of procedures remains to be 

addressed. Detailed action plan will be developed 

by USDR&E with USD(P) and JCS. 
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RecommcndqIjpn ffki 

Implement a program to improve. US industry participation In armaments 

collaboration Including the following: 

a. Establish a mechanism for industry and labor communication 

wltb the USG on issues of armaments cooperation. 

b. Establish incentives for US Industry to seek cooperative 
programs which make US technology available to the Alliance, 
and Alliance technology available to US industry. 

Action Office: USDR&E 

DoD Response? 

a.   Qualified Acceptance.  It should be noted that the problem to which 

recommendation ka   is addressed is not so much one of developing 

new or additional mechanisms for communication with industry as it 

)s one of giving focus to or rationalizing existing mechanisms. 

There are numerous on-going ad hoc activities which are now and 

will continue to be sponsored either by DoD or by industry; a 

good example Is our Senior level DoD-industry dialogue with the 

aid of the American Defense Preparedness Association (ADPA).  In 

addition there also exists the NATO industrial Advisory Group 

(KIAG) with strong US industry participation. As for recommendation 

kbt   the incentives for US industry to seek cooperative programs 

that make US technology available to the Alliance and Alliance 

technology available to US industry depend on the long-term 

evolution of policy on NATO RSI in the US Executive Branch and 

Congress as well as the Alliance.  The basic incentive to US 

industry will be the increasing awareness that intra-Al1iance 

Industrial participation will be a factor in Allied acceptance 
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of the US programs and may be a factor in US source selection, 

b.   Implementation Actions: 

),   Recommendation ka 

A. Continue to have DoD officials participate In and 

address meetings and seminars sponsored by industry 

associations; labor organizations; technical societies 

and management groups. This activity will assure 

current dissemination and exchange of ideas on policy 

development, implementation plans, significant projects, 

accomplishments and objectives. 

B. Continue to have ADPA sponsor their annual NATO RSI 

symposia for DoD, industry, Congress and foreign 

officials to discuss current and future NATO RSI 

initiatives and plans. 

0.   Encourage, when appropriate, further selected studies 

in specific high-priority program areas to be performed 

by industry associations such as the C  study now 

being performed by the NSIA for the office of DUSDRE/C 1. 

It should be understood, however, that v/hen such studies 

are requested and performed, senior industrial personnel 

Invest valuable time and effort and develop high expecta- 

tion that their conclusions and recommendations will be 

taken seriously and, hopefully, acted upon.  This step, 

therefore, will be encouraged and undertaken only when 

there is an urgent need and a reasonable expectation 
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that the 5ponsorI.ng office will be prepared to act on 

recommendations received. 

2.  Recommendation ^b 

o   With respect to the longer term aspects of and actions 

to implement this recommendation, DUSDR&E/Acquisition Policy 

will take steps to ensure that, where appropriate, intra- 

Alliance industrial participation will be listed and 

weighted among the evaluation factors in future RFPs. 

This is in accord with the suggestion above that the 

principal incentive for US industry to enter cooperative 

programs is contract award. Requests for Proposal (RFP) 

will require prime contractors' responses contain a 

detailed proposal for subcontracting to NATO industry.. 

This submission should then be evaluated as a part of 

the Management section of the ranked evaluation criteria. 

Finally the contract will include.an agreed upon plan 

for NATO subcontracting to assure that MATO industries 

will have an equitable opportunity to compete for such 

contracts.  In addition to the above, the information 

flow as outlined in kA  above will contribute to a 

general environment in which US industry will find 

additional incentives for strengthening individual company 

operations by freer, more open and competitive oppor- 

tunities to form teaming arrangements with individual 
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European companies that have complementary technologies 

and business activities.  Finally, DUSDR&E/Acquisition 

Policy-through its participation in the AC-S1! study 

on intellectual property rights, with H1AG participation- 

will continue to develop policies that minimize some 

of the current disincentives to transatlantic industrial 

cooperation. 
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DSB Recommendation //S 

Draft and submit to the NSC a Presidential Decision Memorandum on 
NATO Armaments Collaboration including the following: 

a. Specify the forum or fora through which the US will deal 
with its NATO Allies on armaments collaboration. 

b. Provisions for minimizing, on  a case-by-case basis, restraints 
on our Allies, in programs of mutual cooperation, of the US 
policy on limitation of arms sales directed by the President 
and Congress. 

c. Provisions by which the US, through the DoD and Congress, 
can make long-term program commitments which are credible 
to our Allies; and which seek improvements in Allied 
commi tments. 

Action Office: USD(P) 

DoD Response: 

a. Qualified Acceptance. DoD agrees that a Presidential Decision 

Memorandum on NATO Armaments Collaboration focusing on items 

b and c could be helpful.  However, there is no need to 

address item a; the fora through which:the US deals with 

Its NATO allies are already well established. 

b. implementation Actions: 

o  Detailed action plan will be developed by ASD(lSA). 
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DSB Recommendation ^6 

Prepare a plan and draft Implementing directives for the approval 
of the Secretary of Defense to enhance armaments collaboration. 
These will provide: 

a. Prior to attempts at collaboration, military assessments 
of what aspects of a system can be designed against a US 
worldwide requirement, and what aspects of a system may be 
designed to a less encompassing NATO specification. 

b. Explicit definition of staff authority and responsibility 
within OSD and DoD related to international armaments 
collaborat ion. 

c. Improvement of the information release process to ensure: 

o   The timeliness of information release authorization. 

o   The appropriateness of application of existing release 
criteria especially in the areas of performance data 
and EW vulnerability data. 

Action Office:  USDRSE 

DoD Response: 

a. Acceptance.  Recommendations 6a and 6b are already part of the 

existing procedures and responsibilities called for in DoD 

Directive 2010.6, 11 March 1977 entitled "Standardization and 

Interoperability of Weapons Systems and Equipment Within the 

North Atlantic Treaty Organization".  Consequently, additional 

directives do not appear warranted.  As for recommendation 6c, 

DoD agrees that there is a need to review the information 

release process; an implementation plan is outlined below. 

b. Implementation Action for 6c: 

o   An "ad-hoc" committee will be formed chaired by a 

representative of the ASD(iSA) and co-chaired by USDFUE 
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with a membership to include representatives of DIA, the 

Services and JCS.  The charter for this group will be 

based in part upon the Secretary of Defense memorandum of 

16 Hay 1977 pertaining to the US-UK MOU on Reciprocal 

Defense Procurement but broadened to encompass all NATO 

countries.  Specifically, the group will review existing 

criteria and where appropriate develop new procedures 

for the improvement of the timeliness of the information 

release process governing the release guidelines for 

technology, threat data and weapons or systems vulnerabil- 

ity information consistent with the requirements of Inter- 

national Traffic in Arms Regulations (1TAR), Foreign 

Military Sales (FHS) and National Disclosure Policy (NDP). 
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DStt Rccofiimcndat ion 111 

Prepare a report to the Secretary of Defense on the utility of the several 
hundred established NATO organization:; and acjcncics operating in support 
of armaments collaboration, including rcconifnenclat ions for agencies to be 
abolished, consolidated, or reorganized, and v/hcre appropriate, revised 
terms of reference. 

Action Office: USDRE 

DoD Response: 

a. Acceptance in Principle, 

b. Implementation Actions: 

o  To capitalize on the existing structure and to follow through 

on activities which are already underway, DoD intends to 

implement the DSB recommendation by: 

- Suggesting that NATO begin actions v/hich would lead to a 

consolidation of communication and electronic activities. 

Supporting fully the NATO plan to review the Military 

Agency for Standardization In order to improve the 

quality and effectiveness of NATO standardization 

agreements. 

Providing strong US leadership at all levels to improve 

the effectiveness of the CNAD organization. 

o  We propose the following approach: 

Communications-Electronics (CE):  Proceed with the US 

initiative that will suggest NATO study and determine the 

best way to reorganize in the CE area. 

- Military Agency for Standardization (HAS):  Support and 
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cncouroyp. fol low-llirouyh on the LTDP rccon'CTcndaLion thot 

NATO improve the quality and effectiveness of NATO standard- 

ization agreements. To this end, the North Atlantic Council 

(NAC) will consider arranging for a combined military 

committee/CNAD review of the MAS. This review will study: 

(A) Revising terms of reference of the MAS Service Boards; 

(B) Providing the MAS chairman with a small management 

and coordinating section; and 

(C) Determining the coordination and relationship between 

the HAS and the CNAD in the development of STANAG5. 

CNAD continued emphasis on the development and implementation 

of PAPS.  In addition: 

(A) The US could more effectively use the existing structure 

by insuring that the US reps to the HAG bodies provide 

leadership on those actions which are particularly 

important to the Alliance, i.e., LTDP follow-through. 

Family, of Weapons implementation. Long Term Planning 

(NAPR and PAPS), and specific cooperative projects.  In 

some cases jt should prove beneficial for US reps to 

prepare written proposals and provide them to their 

International counterparts several weeks prior to 

scheduled meetings so that the limited meeting time 

can be more effectively used to discuss concrete 

action-oriented proposals.  To this end, it is also 

necessary to conduct prebrief and debrief meetings 

with US reps and the Director of International Programs. 
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(B)  The US NADREP and the Mission staff who monitor the 

HAGS will continue to be alert for duplication as 

well as for HAG and CADRE bodies which seem to be 

marginally effective. Hission staff will plan to 

discuss these matters with the US reps to the HAG 

bodies when they are at NATO headquarters and flag 

problems for Washington as appropriate.  Signifi- 

cant problems could be explored by NADREPS and, if 

necessary by NADS.  As the last step, US participation 

in marginally effective groups will be discouraged. 
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DSB F>ccoin:r.gnH.Tt i on ^8 

Establish responsibility for establishing and maintaining information 

and data bases in OUSDR&E, but with the support of the Intelligence 
Community in the following areas: 

a. Foreign Allied v/eapons and technology. 

b. Foreign trade statistics and projections on military and 
non-military high technology products and exports. 

Action Office: USDR&E 

Pol)  Response: 

a. Acceptance   in  Principle. 

b. Implementation Action: 

o A working group will be established to study the feasibility. 

This will include the list of requirements to be satisfied by 

the data bases, the development of a work plan and identifi- 

cation of required resources.  The group will be chaired by 

OUSDR&E/IP and comprised of OSD, the three Services and D1A. 
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January 30,   1979 

Report of the DSB NATO Family of Weapons Study Group 

I,   BACKGROUND 

In early August 1978,  the Defense Science Board Summer Study developed 
a model of co-development and co-production for implementing the "family 
of weapons" concept in concert with our NATO Allies.     Certain aspects of 
this model were taken into account by the U. S.   in recent four-power dis- 
cussions on how to proceed with improving collaboration among NATO 
Allies in order to enhance force effectiveness in the collective security 
of NATO. 

Then,   at Dr.   Perry's request,  the Defense Science Board was tasked to 
develop specific guidance and recommendations for the implementation 
of this concept for two designated categories of advanced weapon systems. 
The study effort was to reflect the views and positions of both industry and 
appropriate DoD elements,   and was to proceed in response to the following 
problem statement: 

The U. S.  has proposed to France,   Germany,   and the UK that these 
four powers take the lead in implementing a specific "family of 
weapons" approach with respect to two categories of systems: (1) 
Air-to-Air missiles and (2) Guided Anti-Tank weapons.    In both 
categories,   development/production responsibilities will be divided 
between (A)  U.S.   prime for certain categories,   and (B)  European 
consortium prime for other categories.    In each case,  the prime 
contractor would choose 20 percent of the subcontractors from the 
other side of the Atlantic (if A is prime,   20 percent of the subs will 
come from B; if B is prime,   20 percent of subs from A). 

-- The U.S.  would be responsible for beyond visual range air- 
to-air systems. 

-- A European consortium would be responsible for short range 
air-to-air systems. 

-- The U.S.  would be responsible for the next generation of 
indirect-fire guided anti-tank weapons. 

-- A European consortium would be responsible for the next 
generation of direct-fire guided anti-tank weapons. 

With the above as "givens",   a study group of both industry and DoD officials 
was organized at two levels: a Working Group level,   and at the Senior Review 
Group level.    An organizational meeting was held in the Pentagon on 
November 3,   1978,   attended largely by Working Group members.    At this 
meeting,   a preliminary outline of the planned end product of the study was 
discussed,  tentative assignments of responsibility for inputs in various areas 
were made,   and a study schedule was adopted.     The schedule called for the 
completion of draft MOU's (Memorandums of Understanding) on December 
4,   1978.    A review draft of the MOU's,  with accompanying discussion of 
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various issues which had arisen,  was issued on November 30,   1978,  and 
was used by Dr.   Garber in preliminary discussions with the Deputy 
Armaments Directors in Europe on December 12 and 13,   1978. 

Preparation of the November 30 review draft was the result of intensive 
efforts by many individuals,   notably a group of experts from Boeing 
Aerospace Company,  Hughes Aircraft Company,   Ford Aerospace and 
Communications Corporation,  Northrop Corporation,   General Dynamics, 
McDonnell Douglas Astronautics Company,   TRW, and various DoD elements. 
A meeting of industry working group representatives was held in Los 
Angeles on November 14 to review a first draft MOU which had been 
prepared by a team of Boeing specialists under the direction of Mr. 
Melvin R.   Paisley.    A second meeting of this group took place in Los 
Angeles on November 17,  at which a revised draft was reviewed.    This 
draft was then circulated among other industry and DoD members of the 
working group,  and was the basis for a meeting held in the Pentagon on 
November 27,   as a result of which the November 30 review draft was 
circulated. 

Following receipt of comments on the November 30 review draft,  a revised 
draft was issued on December 28,   1978,   and was the basis for a meeting 
of the Senior Review Group in the Pentagon on January 9>   1979.    At this 
meeting,   essential agreement was reached on the form and content of the 
draft MOU's,  and the major issues and discussion points covered in the 
remainder of this report were identified by the Group, 

IL DISCUSSION 

Two proposed model MOU's,   one for a family of air-to-air missiles,  and 
the other for a family of future generation anti-tank guided missiles,   are 
presented in Attachment 1 and 2 to this report.    It is important to note that 
these model MOU's are designed as policy documents,  as opposed to the 
more detailed implementing agreements which will undoubtedly be necessary 
for the implementation of each individual program.    While additional,  more 
specific,   governmental agreements may be needed to initiate a major joint 
program effort,  it is the recommendation of the Study Group that most of 
the implementing agreements required beyond the initial policy MOU's should 
be industry-to-industry agreements,  to be negotiated between the particular 
contractors involved in the program.    Such implementing agreements should 
spell out in considerable detail the various programmatic aspects to be under- 
taken (e. g. ,  program management,   subcontractor management,  program 
schedules,   funding,   logistics,   reliability and maintainability,   security, 
applicability/waivers of laws and regulations,   configuration and data manage- 
ment,   etc.).    While some of these elements are referred to in the attached 
model policy MOU's,  others are not,  and all will require more definitive 
agreements in order to implement each program effectively. 

The following are the major areas of concern identified by the Study Group 
as a result of the foregoing deliberations. 
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A.        Selection of Systems for the Family of "Weapons 

The attached MOU's are responsive to the original Terms of Reference 
provided to the Study Group.     That is, one MOU is a model document for a 
family of complementary air-to-air missile systems—the Advanced Medium 
Kange Air-to-Air Missile (AMRAAM) system,   and the Advanced Short Range 
Air-to-Air Missile (ASRAAM) system; while the other pertains to a family 
of two complementary anti-tank guided missile systems.    With respect to 
the latter,  it should be observed that the original definition of these anti- 
tank systems,   whereby the U.S.  would be responsible for an indirect-fire 
system while the Europeans would develop a direct-fire system,   was modified 
during the course of study to the extent that the European direct-fire system 
would be paired with a "complementary anti-tank system" to be developed 
by the U.S. 

Although the attached model MOU's are based on the designated 
pairing of weapon systems,  the Study Group concludes that this pattern of 
two complementary weapon systems of the same general type (e. g. ,   air- 
to-air or anti-tank) may not necessarily be the best approach to use.     Each 
of the weapon systems selected for the initial family of weapons  collaborations 
has certain disadvantages for assignment to such a cooperative concept (but 
on the other hand,   the Study Group is unable to suggest any better candidates). 

At least one member of the working group suggested that the selection 
and timing of the present set of four systems is inappropriate in the following 
ways: 

o    AMRAAM - A delay of as much as three years (until AMRAAM 
full-scale development begins) before fully integrating European 
subcontractor content implies to our Allies that there is no urgency 
in pursuing transatlantic cooperation as envisioned in the family 
of weapons concept. 

o    ASRAAM - If ASRAAM is to succeed as a program in the future, 
it must offer something significant beyond the improvements now 
in development for the AIM-9L,   AIM-9M,   and 550 "Magic" missiles. 
It must also offer something complementary to AMRAAM's charac- 
teristics.    In order to avoid the appearance of not supporting the 
family of weapons concept later,   our Allies should be informed now 
that we are developing improvements to the AIM-9L and feel we must 
continue to do so.    This should be no real threat to ASRAAM if the 
project is done well. 

o    Direct Fire Anti-Tank System - Since the U. S.   Army perceives 
the need to replace TOW by 1984 or 1985 while France and the FRG 
plan not to replace HOT until the 1990's,   European sponsorship of 
a direct fire system is inappropriate until IOC dates are agreed on. 

o    "Complementary" Anti-Tank System - While this project is only 
vaguely defined at the present time (it could potentially mean 
anything from the neutron bomb to chemical warfare),  it could 
provide a good test case for requirements harmonization since 
it opens up opportunities for conceptual tradeoffs of technology, 
performance,  cost,   and schedule on both sides of the Atlantic in 
the process of struggling with an unstructured mission.    The 
model MOU presented in Attachment 2 has been drafted with this 
in mind. ^ 



Particularly in the case of the anti-tank systems,  the Study Group 
believes it is extremely important for the DoD and the NATO Allies to 
come to rapid agreement as to the requirements and performance to be 
achieved in future generation anti-tank missiles,  whether they are developed 
as a pair of complementary systems (designed to be sensitive to different 
threats,  perhaps) or a single future generation system which satisfies the 
harmonized requirements of all the Allies.    Even the model MOU presented 
in Attachment 2,  which provides a framework for cooperative effort to 
arrive at a conceptual definition of a future generation family of anti-tank 
guided missile systems,   is probably not adequate to serve as a basis for 
the initiation of cooperative development programs without further joint 
definition of requirements,  threats,   and system concepts.    The Study Group 
believes that agreement should be sought on the nature and definition of 
the future generation anti-tank systems before an MOU is offered. 

It also appears to the Study Group that,  while the AMRAAM system 
is a good candidate for a collaborative effort,  and should provide reason- 
able opportunities for substantive European contributions to both develop- 
ment and production,  it is not yet clear that the ASRAAM system will be 
an equally good candidate for a complementary effort under European 
sponsorship,    ASRAAM is not yet fully defined and does not reflect the 
requirements of all potential users.    Similarly,   and even more to the point, 
the two designated anti-tank systems may not be logical fits as two comple- 
mentary systems in a single family.    It may well be that the industrial re- 
sources of our European allies may be better devoted in the next few years 
to an intensive product improvement effort on current generation anti-tank 
missiles,   such as HOT,  while the U. S,   concentrates on improvements to 
the TOW,    These improved missile systems might meet the direct fire anti- 
tank needs of the next decade or so,  while collaborative efforts are directed 
to the definition of a next generation indirect fire concept which could per- 
haps be implemented under European sponsorship as one co-developed 
system in a family of weapons of whi ;h AMRAAM is the other half.    As 
another possibility,  perhaps two indirect fire system concepts could be de- 
fined to be sensitive to different threats,  and cooperatively developed as 
two complementary programs under the family of weapons concept. 

B,        Scope and Duration of MOU's 

The family of weapons concept offers the promise of a stronger U. S. 
defense posture through improved NATO RSI as well as more and better 
weapons procurements within the defense budget limits of the NATO Allies. 
These benefits are achieved by eliminating redundant R&D expenditures, 
but not meaningful parallel technology efforts,  and by exploiting the econo- 
mies of scale in larger production runs.    To encourage the latter objective, 
the model MOU's are drafted in such a way as to offer incentives for the 
direct purchase of production systems from the Sponsoring Government,  then 
by co-production of the system by a transatlantic participant (hopefully,  by 
a consortium in the case of European co-production) with a second prime 
contractor utilizing the same subcontractor team as the original prime,  and, 
finally,   dual production by a participating nation (or consortium) where a 
complete new team of subcontractors (presumably domestic sources) is 
utilized.   All these options, plus second sourcing, are permitted by the MOU's. 
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In any event,  a strong U.S.  defense posture also requires the U.S. to 
strive for technological superiority in key weapon technologies.    The danger 
of the family of weapons concept is that by assigning broad weapon technology 
areas to our European NATO Allies for extended periods of time,   U.S.  tech- 
nology capabilities in these areas will atrophy due to a lack of incentive for 
U. S.  industry to continue to invest in technology development and capital 
facilities when there is no long term potential for return on that investment. 
Loss of this industrial investment in technology,   when considered in the 
aggregate,  would eliminate a major source of DoD leverage in technology 
expenditures.    While increased DoD funding for technology development in 
these areas could partially offset this trend,   such increased technology 
support could not be expected to counter the absence of a long term market. 
The Study Group believes this issue is one which requires much more com- 
prehensive study than was possible in the short time available to carry out 
the present examination of family of weapons implementation.    It is recom- 
mended that the long term impacts of the family of weapons concept on the 
U.S.  technological base be the subject of a thorough study to be undertaken 
by the DoD in conjunction with various other government agencies as appro- 
priate.    Such a study should be undertaken without delay. 

The Study Group also feels that,   if both the scope and duration of a 
transatlantic agreement to cooperate in the development and production of 
a particular weapon system is carefully limited to include only a specific 
and clearly defined weapon program,   rather than a broad class of weapons, 
the industry incentive to continue to develop related technologies would prob- 
ably be strengthened because of the potential for future competition or for 
competition in closely allied programs using similar technologies.    For 
example,   electro-optical seeker technology effort in the U.S.   could be sup- 
ported by improvement programs to the Sidewinder AIM-9 missiles even 
though development responsibility for ASRAAM is assigned to Europe.    This 
would permit the advantages of the family of weapons concept while alleviating, 
to some extent at least,  the dangers of U. S.  loss in technology leadership. 

In addition to a stated limitation on the time duration of the MQU (as 
proposed in Section 9. 7 of the attached model MOU's), the agreement must 
also be explicitly limited to certain system performance requirements as 
set forth in the agreed-to multi-national program requirements document 
(i. e. , a multi-national document equivalent to a JSQR), and should not be 
extended to future growth versions or block changes even though develop- 
ment of such block changes could be expected to start before the duration 
of the MOU (proposed in the model MOU's to be 12 years) has expired. 

Also,   even though product improvement of current weapon systems 
is allowed (to the extent defined in Section 1. 3 in the proposed Model MOU's), 
the limits on product improvement must be explicitly defined and agreed to 
in order to avoid future debate on compliance with the agreement of Partici- 
pating Governments not to undertake development of systems which would 
duplicate that assigned to the Sponsoring Government. 

In this regard,  it is noted that the Army's proposed procurement con- 
cept called Modular Evolutionary Development,   involving government-planned 
evolutionary developments with competitive development of subsystems,  may 
not be entirely compatible with the limitations on product improvement effort 
reflected in the attached model MOU's, 
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C. Transatlantic Work Sharing 

The model MOU's (Section 2. 4) propose that the parties to the agree- 
ment accept as a goal subcontracting of not less than 20 percent of the total 
subsystem design" development,   and test effort of the development program 
to subcontractors of the transatlantic Participating Governments.    It must 
be recognized that 20% of the subsystem effort in the typical complex system 
development program is equivalent to only about 10% of the total program 
effort; a relatively small proportion of the total.    At least one member of 
the working group expressed the view that this is,   in fact,   too little for 
significant involvement,   and has suggested as an alternate approach that 
the provision should be for transatlantic subcontracting of between 20 and 
60 percent of the total contracted effort with a goal of 40 percent. 

In any event,   such a provision is essentially meaningless unless there 
is also a level set on the number (or value) of the subsystems involved.    By 
referring only to the subsystems rather than the total contracted effort, 
another degree of freedom is introduced which may further add to misunder- 
standings. 

The Study Group discussed various alternatives to the provision as 
proposed in the model MOU's,  including (1) a fixed percentage of trans- 
atlantic participation,   say 20%,   (2) a fixed minimum threshold,   say 20%, 
(3) a range or band,   say 15% to 40%,   or (4) no stated requirement for a 
specific level of transatlantic subcontracting. 

The first alternative risks being artificial and arbitrary; for example, 
at least one of the present AMRAAM validation phase competitors has 
already integrated about 40% NATO subcontractor content into his proposal, 
while others have little or no such transatlantic participation at present. 
The best results for AMRAAM may well derive from a percentage above 
or below the one arbitrarily established.    The third alternative would very 
likely be viewed as a threshold at the lower edge of the band,   rather than 
a range.    The fourth alternative risks the possibil**y of no transatlantic 
teaming,  and would undoubtedly be viewed as a disincentive for our Euro- 
pean partners to join in the family of weapons concept. 

The second alternative,   of a minimum fixed threshold,   tends to avoid 
some of these risks,  but may be too restrictive for this initial experiment 
with the family of weapons concept.    For this reason,  the model MOU's 
have be«n phrased to express the Sponsoring Government's intent to encourage 
his prime contractor to maximize the level of transatlantic subcontracting 
with a minimum acceptable level of 20% of the total subsystem effort.    This 
does little to develop in-country advocates for these systems,   particularly 
when one considers the desirability of advocates in France,  the FRG,  and 
the UK.    However,  in-country advocacy can be expected from the Partici- 
pating Prime Contractor selected for co-production or from the Partici- 
pating Government dual production team. 
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It should also be recognized that international content will probably 
cost more during R&D,   even though there should be a later payoff through 
enhanced interoperability and standardization.    Because of this increased 
development cost,  DoD should recognize the need for specific provisions 
to handle the additional costs of European subcontracting as an element in 
the source selection criteria.    Otherwise,  the pressures of competition 
will tend to minimize European involvement by competing U, S,  primes. 

In any event,  the model MOU's require the prime contractor to fur- 
nish his rationale for the level of subcontract content he has elected.    Al- 
though not within the scope of these model MOU's,   it appears desirable to 
include the item of transatlantic work sharing among the source selection 
criteria to be applied in the implementation of family of weapons programs. 
The family of weapons concept will partially succeed or fail on the basis of 
intent and efficiency,  and the most desirable goal of subcontracting a portion 
of the effort should be to obtain the best technology available,   regardless of 
its nation of origin.     Partially for this reason.   Section 2. 4 of the model MOU's 
also includes provisions to encourage subcontracting of additional portions 
of the effort (beyond the 20% with transatlantic Participating nation subcon- 
tractors) with other NATO nation subcontractors. 

If the U, S,   is the Sponsoring Government,  there will be several 
different competitors for the prime contract.     Each will have different 
subcontract requirements based on his own in-house capability.    Since 
each subsystem has a different value,   the resulting percentage of trans- 
atlantic subcontracting can be expected to be different in each case.     For 
this reason,   it appears desirable that the competitors not be unduly con- 
strained in their normal competitive process and strategy by the imposition 
of a fixed percentage of transatlantic subcontracting.    But if the MOU provided 
only that the Sponsoring Government will encourage his prime contractor 
to maximize the transatlantic subcontracting,   it might be sufficient incen- 
tive for each prime bidder to develop his own strategy,  balanced between 
maximizing the use of European subcontractors and the potential added 
cost/risk.    In the case of European-sponsored programs,   however,   there 
could be a danger if the prime contractor is selected on the typical non- 
competitive basis. 

Although not universally viewed as the best solution by the Study 
Group,  the model MOU's propose the provision that "20% or more" of the 
total subsystem design,  development,  and test effort be conducted by 
transatlantic subcontractors,   including ground and airborne support and 
interface equipment; also that the parties will agree as to the total money 
value of the subsystems in determining the 20% threshold figure. 

The Terms of Reference for the Study Group indicated that there 
should be comparable levels of transatlantic subcontracting in each of 
the two complementary programs in a family.    The Study Group has 
concluded that such a constraint is impractical in the case of the par- 
ticular systeins in question,  and has not included such a provision in the 
model MOU's,    Due to dissimilarities in the air-to-air missile systems 
in the one case,   and due to the significant lack of system definition in the 
case of the anti-tank missile systems,  a requirement for such "mirror 
imaging" between complementary system programs appears to be unrealistic 
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of achievement.     For example,   ASRAAM might be deprived of desirable 
U.S.  technological content if the U.S.   subcontract participation were 
limited to the level of the likely European involvement in AMRAAM,    On 
the other hard,   it can be argued that the Europeans may be less willing 
to enter into the MOU if they sense that the U. S,   assumes it will play a 
large role in ASRAAM while subcontracting only about the "threshold" level 
of 20% on AMRAAM,    The Study Group concluded that the provision should 
be deleted from the MOU,  however,   on the basis that the counter-produc- 
tive aspects of its inclusion probably outweigh the possible reluctance of 
the Europeans to enter into an agreement without such a provision. 

D. Fund Sharin £ 

As recommended by the DSB Summer Study,   the model MOU's pro- 
vide (Section 10. 1) that the Sponsoring Government shall provide 100% of 
the development program funding by funding its prime contractor in accor- 
dance with its customery practices.    Such funding would include the trans- 
atlantic subcontractors to the prime contractor. 

Various members of the  Study Group are also of the opinion that it 
would be advantageous to provide for some method of joint funding by all 
the Participating Governments.    This position is based on the belief that 
fund sharing would insure program continuity,   create greater program 
advocacy by all participants,   and enhance the likelihood that the system 
■will be procured for the inventories of the participating countries.    If the 
very large development costs of advanced systems can be shared among 
the participants,  the probability of successful completion of such programs 
might be enhanced. 

It was suggested that a possible fund-sharing approach might be to 
require each Participating Government to contribute to the Sponsoring 
Government an amount equal to the total estimated value of the subcontract 
work to be placed in his country by the Sponsoring Government prime 
contractor.    Such an initial contribution would be the only funding re- 
quirement placed on the Participating Government; he would not later be 
asked to supplement his original contribution in the'^'kse of program cost 
growth or over-runs.    For reasons of simplicity,   it was felt desirable 
in such a case for the prime contractor to disburse the funds to each of 
his subcontractors,   even though a portion of the total funding had been 
contributed to the Sponsoring Government by the other Participants. 

However,   it appeared to the Study Group that,   at the present time 
at least,   there is greater support for the concept of 100% funding by the 
Sponsoring Government,   since this presents the least complex approach 
from the standpoint of defense budgeting and financial management.    Also, 
the Sponsoring Government would thereby assume full responsibility for 
the successful implementation of the program; available development 
funds of the other Participants would be available for carrying out other 
important defense programs; and there would be "insulation" of the 
Sponsoring Government prime contractor from undue influence by the 
Participating Governments since "it is not their money that is being spent, " 
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In the case of a European-sponsored program,  the Study Group 
believes it is desirable to allow the participating European governments 
to implement the program through a consortium if they so desire,   in 
which case they may wish to agree among themselves on some form of 
fund sharing of the total effort.    This possibility is provided for in Section 
10. 1 of the model MOU's,  but is not a mandatory requirement. 

E.        Licensing and Data Rights 

The DSB Summer Study clearly recommended that the family of 
weapons concept should be implemented by technology transfer directly 
by industry-to-industry negotiations,   rather than by government-to- 
government transfer of data packages.     The model MOU's reflect this 
philosophy in Sections 7. 1 and 7. 2. 

It ■was also suggested by certain members   of the  Working Group 
that the philosophy for technical data should emphasize government 
acquisition of a complete data package (both prime and subcontract) for 
government-to-government transfer to the transatlantic participants with 
a minimum of royalties and fees.     The Study Group sees three major 
problems which would be likely to arise if this latter approach ■were 
taken: 

1) While foreground data (data developed under government-funded 
contract) is clearly government property,   background data (data 
developed by industry funding) usually represents a key part of 
the overall data package.     Compensation for background data is 
possible,  but in practice is difficult to implement.    The early 
phases of a competitive program are frequently underfunded 
with little allowance for paying for private data,   as would be 
necessary to support any Participating Prime Contractors who 
may be involved in the program.    Even more importantly,   in 
the early stages of a program,   it is difficult to define clear 
limits on private data or the value of such technical innovation, 
since the technical concepts may be a key competitive element 
of other competitive programs which have important but not 
well defined long term value. 

2) The second major problem with government transfer of data 
packages is associated with the implicit assumption that sub- 
contractor background data can be obtained as a part of the 
data package.     Background technical data necessary for Euro- 
pean production of non-system peculiar components purchased 
against specification control drawings is probably not attainable, 
since the sales value of components used in the programs covered 
by the model MOU's ■will,   in many cases,   represent only a very 
small fraction of the total sales potential protected by the sub- 
contractor proprietary data. 

3) Finally,   government-to-government data transfer will likely 
cause additional delays in the program schedule since a full and 
complete data package must be obtained prior to transfer ■whereas 
in the case of an industry-to-industry arrangement,   licensing 
can be initiated with only a partial data package and data transfer 
can subsequently be facilitated by joint actions. 
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Because of concerns such as these,  the Study Group recommends 
that the philosophy of industry-to-industry licensing agreements be retained 
in the MOU's.    Appropriate compensation in the form of royalties and fees 
for technical data transfer is also provided for in the model MOU's, 

F.        Applicability of Laws and Regulations 

During the course of this study,  the Study Group was presented with 
a number of inputs,  primarily from government sources,  which may be 
characterized as reflecting the viewpoint that the family of weapons concept 
just isn't going to work because it violates many applicable laws and regu- 
lations.    It is the assumption of the Study Group that implementation of this 
concept will indeed require the changing or waiving of a number of U. S. 
laws and regulations (anti-trust statutes,   for one example).     Various ASPR's 
are also probably involved and may require suitable modification.    However, 
the assessment and analysis of this area of concern is clearly beyond the 
capability of the industry members of the Study Group.     Little or no positive 
input was received on this matter from the government participants during 
the past two months of intensive study.    Thus,   it is strongly recommended 
that the government should undertake,  without delay,   an intensive and de- 
tailed study to define the nature and extent of necessary changes and waivers 
in U.S.   laws,  including those relating to technology transfer and export 
control policies,  DoD regulations,  ASPR's,   and other such documents. 
If such a study is not carried out without delay,   it is almost certain that 
implementation of the family of weapons concept will meet with future 
delays and complications,  and any international agreements which are 
negotiated in the near future may be discovered to be unworkable. 

The Study Group only recently was informed that there is apparently 
a draft MOU under discussion between the U.S.  and FRG governments 
which would waive certain U. S.   ASPR's and other regulations in the case 
of German subcontractors who may participate on the RAM program.    It 
has not been possible to obtain a copy of this MOU for examination,  but 
obviously,   if such a document is under preparation,  it should be included 
in any subsequent study of the applicability of U.S.  laws and regulations 
in the context of the family of weapons. 

G. Third Country Sales 

Section 8. 1 of the model MOU's provides that Participants in the 
family of weapons agreement may sell the systems produced under the 
cooperative program to other NATO nations,   and also that the Partici- 
pants will meet annually to discuss and agree upon expansion of the 
agreed sales territory-    All of the Participants must explicitly agree 
to the sale by any Participant of these systems to any nations outside 
the agreed-to sales territory (i. e. ,  non-NATO or third country sales). 

The treatment of third country sales is viewed by the Study Group 
as being one of the most controversial and potentially troublesome 
features of the family of weapons concept.    Many of those who reviewed 
earlier drafts of the MOU's have commented that Section 8. 1 is not 
sufficiently definitive and that the third country sales issue needs to be 
clarified in the MOU.    While there seems to be agreement that a firm 
position must be devised,  it also seems likely,   given the existing U. S. 
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Presidential limitations on third country sales, that the U. S.  is not in 
a position to agree to any provision other than a case-by-case determi- 
nation.    This fact notwithstanding,  the Study Group feels strongly that 
early resolution of third country sales policy and reconciliation of the 
conflicts between Presidential limitations on arms sales is needed in 
order to allow industry to decide on an investment strategy-    A mecha- 
nism whereby the government can avail itself of industry views on this 
process may be desirable. 

The rhetoric that says these issues can be treated later on a case- 
by-case basis seems to at least some members of the Study Group to be 
questionable.    It is recommended that the DoD recognize the need for 
placing substantial emphasis on the necessity of reaching an acceptable 
corapromise with our Allies with respect to this issue.    Otherwise,   it 
is possible that the Administration will fail to appreciate the degree of 
importance which our European partners place on this matter. 

H-        Source Selection Criteria 

Although not specifically dealt with in the attached model MOU's, 
the Study Group observes that the success of the family of weapons concept 
will be critically dependent upon the degree of effectiveness with which 
the selection of contractors is   executed by the Participants.    To this 
end,  it will be very important that comprehensive source selection criteria 
are established and agreed to by all of the program Participants at the 
outset-    The model MOU's propose that this be a responsibility of the 
multi-national program steering committee described in Section 2. 2. 

While the industry members of the Study Group are obviously not 
in a position to set forth detailed source selection criteria,   it should be 
noted that an assignment to define the requirements for such criteria in 
some detail was accepted by Mr.  Moore (OUSDRE/TWP) and Mr.   Church 
(OUSDRE/AP) during the January 9,   1979 meeting of the Senior Review 
Group. 

I. European Subcontractors in the AMRAAM Program 

As proposed,  the MOU for the air-to-air missiles (Attachment 1) 
requires that the transatlantic subcontractors for the ASRAAM program 
be identified before the end of the concept definition phase,  but in the 
AMRAAM program,   such subcontractor identification is not called for 
until proposals are submitted for the engineering development phase- 
There are two strongly-held positions on this issue in the case of the 
AMRAAM program,   and the sentiment within the Study Group seems to 
be about evenly divided-    The two views are: 

(1) Failure to include European subcontractors prior to the engi- 
neering development phase which is scheduled to begin in 1982 
could seriously endanger the family of weapons concept,   since 
the Europeans may interpret such a delay as insincerity on the 
part of the U-S.    Also,  failure to integrate European subcontrac- 
tors in AMRAAM now (i- e. ,  at the start of the validation phase) 
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could tend to deter the Europeans from seeking early U.S.   sub- 
contractor participation in the ASRAAM program.    A three year 
delay is just not acceptable. 

(2) Breaking the momentum of the AMRAAM program at this time 
to accomplish the integration of European subcontractors during 
the validation phase (or at least prior to the start of engineering 
development) could imperil the entire program due to lost time, 
increased costs,  added bureaucratic delays,  and critical Con- 
gressional scrutiny. 

The Study Group believes that this is an issue which must be decided 
by the DoD.    If no change in the model MOU as presented in Attachment 1 
is made,  it must be recognized that (a) the Europeans may not concur in 
this provision,  and (b) one or more of the present AMRAAM contenders 
will be displeased. 

■ 
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January 30,  1979 

MEMORANDUM OF UNDERSTANDING 

BETWEEN 

THE UNITED STATES OF AMERICA 

REPRESENTED BY 

THE UNITED STATES DEPARTMENT OF DEFENSE 

AND 

THE FEDERAL REPUBLIC OF GERMANY 

REPRESENTED BY 

THE FEDERAL MINISTRY OF DEFENSE 

AND 

THE REPUBLIC OF FRANCE 

REPRESENTED BY 

THE MINISTER OF DEFENSE 

AND 

THE UNITED KINGDOM OF GREAT BRITAIN AND 

NORTHERN IRELAND 

REPRESENTED BY 

THE MINISTRY OF DEFENCE 

CONCERNING POLICIES FOR 

A COOPERATIVE PROGRAM FOR 

A FAMILY OF ADVANCED AIR-TO-AIR MISSILE SYSTEMS 

B 
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PREAMBLE 

The governments of the Republic of France,  the Federal Republic 
of Germany,  the United Kingdom of Great Britain and Northern Ireland, 
and the United States of America,   as represented by their senior defense 
officials whose signatures appear below: 

- Recognizing the need for an Advanced Medium Range Air-to-Air 
Missile (AMRAAM) System and an Advanced Short Range Air-to-Air Missile 
(ASRAAM) System to help counter the military threat to NATO; and 

- Intending to exploit advantages to be gained by the introduction 
of standardized/interoperable weapon systems into their respective military 
forces and those of the other NATO allies; and 

- Recognizing the potential conservation of NATO assets to be 
achieved from economies in development and production through multi- 
national cooperation; and 

- Desiring to undertake a collaborative effort in the development 
and production of such Air-to-Air Missiles in the pursuit of such common 
purpose; 

The four governments have,   accordingly,   reached common under- 
standing with respect to the provisions of the following Articles I through 
XI comprising this memorandum. 

ARTICLE I: DEFINITIONS 

Section 1. 1 "Sponsoring Government" shall mean that government 
which undertakes responsibility for the funding and management of the 
development for production of a weapon system. 

Section 1. 2 "Participating Government(s)" shall mean the govern- 
ment(s) which agree(s) to collaborate with the Sponsoring Government in 
the development program,   and which further agree(s) not to undertake 
the development of a weapon system which would duplicate or essentially 
be similar in performance to the system to be developed by the Sponsoring 
Government.    However,  it is understood and agreed that product improve- 
ments to current existing air-to-air missile systems to improve their 
operational effectiveness prior to the introduction of the advanced systems 
described herein are allowable to the extent defined in Section 1. 3, 

Section 1. 3 "Product Improvements" shall mean those modifications 
and changes which are introduced into current systems,  but which fall 
short of some or all of the performance characteristics defined in 
accordance with Article III herein. 

Section 1. 4 "Participants" shall mean all of those governments,   both 
Sponsoring and Participating,  which have agreed to collaborate in a weapon 
system program. 
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Section 1. 5 "Co-Production" shall mean assembly and test of the 
weapon system by a Participating Government(s) wherein such govern- 
ment(s) elect(s) to have a prime contractor within its territory perform 
the same assembly and test tasks performed by the Sponsoring Govern- 
ment prime contractor,  while retaining as suppliers the same subcon- 
tractor structure employed by the Sponsoring Government prime contractor. 

Section 1. 6 "Dual Production" shall mean production of the weapon 
system by a Participating Government(s) wherein such governments) 
elect(s) to have a prime contractor within its territory perform the same 
tasks performed by the Sponsoring Government prime contractor,  but 
with complete freedom to establish his own subcontractor structure. 

Section 1. 7 "Participating Prime Contractor" shall mean a con- 
tractor within the territory of a Participating Government selected by 
that government to participate in the engineering development effort to 
the extent necessary to prepare for co-production or dual production. 

ARTICLE II:        SCOPE 

Section 2. 1 It is agreed that it is in the best interest of the Partici- 
pants,   individually and collectively,  to collaborate in programs of 
international industrial cooperation to develop and produce AMRAAM 
and ASRAAM Systems.    These programs are limited to achieving the 
performance characteristics and operational capabilities defined in the 
multi-national program requirements documents developed in accordance 
with Article III,   and do not extend to block changes or system growth 
programs which exceed these performance requirements. 

Section 2. 2 A multi-national program steering committee,   composed 
of one principal member and one alternate member from each Participant, 
shall be established.    This committee shall define and initiate the actions 
to implement any government agreements required to carry out these 
programs,   including criteria for source selection,   allocation of work 
among the Participants,   and monitoring of program progress.    Issues 
which cannot be resolved by the multi-national program steering com- 
mittee will be referred to the Armament Directors of the Participants 
for resolution.     Final authority with respect to management and direc- 
tion of the program rests with the Sponsoring Government. 

Section 2. 3 It is agreed that the program for a system will be managed 
by the Sponsoring Government.    In the case of ASRAAM, the European 
Participants will designate one Participant to be the Sponsoring Govern- 
ment even though the program may be conducted through a consortium. 
The Sponsoring Government will establish a system program office for 
the management and control of the program.     Participating Government(s) 
may assign personnel to such program office for the purpose of monitoring 
the progress of the program and participating in configuration control 
actions as required.    The activities of the program office shall be those 
necessary to enable the Program Manager to administer the overall develop- 
ment and procurement planning program for the system.    The Participating 

7-104 



A-A MOU 

Governments shall authorize the Program Manager to direct the 
activities of their representatives in the program office in support 
of program activities. 

Section 2. 4 The parties hereto agree that it is their intent that 
the Sponsoring Government prime contractor shall engage the services 
of transatlantic subcontractors in the territories of the Participating 
Governments in order to enhance the cooperative aspects of the effort, 
and in order to make available to the program the most cost-effective 
technology residing in the industrial organizations of the Participants. 
As a goal,  the prime contractor shall subcontract not less than twenty 
(20) percent of the total subsystem design,   development,   and test effort 
of the development program to transatlantic subcontractors,  taking into 
account the availability of technology and facilities in the territories of 
Participating Governments.    This subcontract effort will include both 
ground and airborne support and interface equipment as well as the 
missile-related subsystems themselves.    The Participants will agree 
as to the total money value of the total subsystem effort as a basis for 
determining the agreed percentage to be so subcontracted to transat- 
lantic subcontractors.    In addition to such subcontracting,  the Sponsoring 
Government will ensure that the industries of other NATO nations have 
an opportunity to compete for the remainder of the subcontracted portion 
of the total program. 

Section 2. 5 Wherever practicable,  the Sponsoring Government 
prime contractor shall be selected competitively,   with each competing 
prime selecting its own subcontractor team on an industry-to-industry 
basis as it sees fit.    In cases where only a single prime contractor is 
available,  that prime shall select its principal transatlantic subcon- 
tractors on a competitive basis with the Sponsoring Government over- 
seeing and approving the source selection. 
Section 2. 6 NATO nations not signatory to this memorandum of 
understanding are not precluded from becoming Participating Govern- 
ments for one or both of these air-to-air missile systems,   particularly 
by joining in a consortium to co-produce these weapon systems.    Such 
participation would be subject to acceptance of the appropriate provisions 
of this MOU in a separate instrument to which all Participants are 
signatory. 

Section 2. 7 It is anticipated that each weapon system program will 
be performed in phases equivalent to: (1) concept definition,   (2) validation, 
(3) engineering development,   (4) initial production (ASRAAM only),   and 
(5) full production.    Acceptable levels of performance,   cost growth,   and 
schedule slips shall be negotiated and agreed upon by the Participants, 
If these levels are exceeded or appear to be in danger of being exceeded. 
Participants may submit in writing their intentions to resolve their con- 
cerns in accordance with the provisions of Section 9. 8.    The Sponsoring 
Government shall establish a program that meets the multi-national pro- 
gram requirements,  key program milestones,   operational need dates,   and 
agreed-to cost thresholds of the Participating Governments. 

Section 2. 8 Participating Governments may establish national or con- 
sortium program offices to plan for system introduction into their inven- 
tories and/or to direct any Participating Prime Contractor planning for 
co-production or dual production, 
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ARTICLE III:       CONCEPT DEFINITION AND VALIDATION 

Section 3. 1 The U. S.   Government will be the Sponsoring Government 
for the AMRAAM System,  which program is now entering into the valida- 
tion phase-    In parallel with the completion of the validation phase,  the 
U. S.   Government intends to develop a multi-national program requirements 
document for AMRAAM according to the following plan.    "Within thirty (30) 
days of the effective date of this memorandum,  the U.S.   AMRAAM Joint 
Service Operational Requirement (JSOR) will be released for review by 
each of the other Participants and by NAFAG Subgroup 13.     Each of the 
other Participants shall,  within nine (9) months after receipt of this JSOR, 
inform the U. S.   Government of its approval of the JSOR or its recommended 
modifications to permit its agreement to become a Participating Government 
or of its decision not be to a Participant in the AMRAAM program. 

Section 3. 2 "Within sixty (60) days after receiving the approval and 
agreement from the Participating Governments,  the U, S.  will issue an 
appropriate multi-national program requirements document which defines 
the coordinated AMRAAM operational requirements to be achieved by its 
prime contractor(s) which will include the identity of the Participating 
Governments.    It is intended that this operational requirements document 
will satisfy the U.S.   requirements,   accommodate the requirements of the 
Participating Governments,   and will provide for standardization and inter- 
operability among the Participants. 

Section 3. 3 It is the intent of the Participants that,  by mutual agreement, 
the United Kingdom,   France,   or the Federal Republic of Germany will be 
designated within 120 days after the effective date of this memorandum to 
be the Sponsoring Government for the ASRAAM System.    The agreed-to 
Sponsoring Government may act on behalf of a consortium subscribed to 
by some or all of the European Participants if they so agree. 

Section 3. 4 No longer than eighteen months after the effective date of this 
memorandum,  the Participants shall submit their ASRAAM requirements 
for review and comment by NAFAG Subgroup 13 and by the Sponsoring 
Government.    No longer thantwo years afterthe effective date of this memorandum, 
the Sponsoring Government will issue a draft multi-national program require- 
ments document which harmonizes the operational requirements of the Partici- 
pants and provides for NATO forces standardization and interoperability. 
Each of the other Participants shall,  no longer than ninety days after the date 
this draft operational requirement is issued,   inform the Sponsoring Govern- 
ment of its approval of the requirements or its recommended modifications 
to permit its agreement to become a Participating Government or of its 
decision not to be a Participant in the ASRAAM program. 

Section 3. 5 Promptly after learning the identity of the Participating 
Governments,  the Sponsoring Government for ASRAAM shall contract with 
one or more prime contractors to conduct a concept definition study to be 
completed within a period of three years after the effective date of this 
memorandum of understanding.    The end product of such a concept definition 
study shall be a baseline system specification defining the performance, 
technical,   and mission requirements of the proposed system and the test 
provisions to assure that the requirements are achieved. 
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Section 3. 6 As soon as contractor selection for the ASRAAM concept 
definition study has been made,  the Sponsoring Government shall advise 
the selected contractor(s) of the identity of the  Participating Governments 
and of the Sponsoring Government's intention to involve transatlantic 
subcontractors as well as subcontractors from other NATO nations in 
accordance ■with the provisions of Section 2. 4. 

Section 3. 7 In both AMRAAM and ASRAAM,  the prime contractor(s) 
will be required to identify the transatlantic subcontractors used or to be 
used in compliance with Section 2. 4,   and the portion and value of the total 
subsystem effort involved.     This identification shall be accomplished 
before the end of the concept definition phase of the ASRAAM program. 
In the case of the AMRAAM program,   the validation phase prime con- 
tractors will be directed to include transatlantic subcontractors in their 
proposals for the engineering development phase in accordance with the 
provisions of Section 2. 4. 

Section 3. 8 By the end of the validation phase of both programs,  the 
Sponsoring Government shall acquire h missile system specification with 
firm performance requirements,   schedules,   cost limits,   and risk thresholds 
to be achieved in the engineering development phase. 

ARTICLE IV:      ENGINEERING DEVELOPMENT 

Section 4. 1 The Sponsoring Government,  with the advice of the Partici- 
pating Governments,  will issue a contract to its selected prime contractor 
for the engineering development phase of each program.    The prime con- 
tractor -will be required to use the transatlantic subcontractors identified 
in accordance with Section 3. 7. 

Section 4. 2 The prime contractor will be responsible for developing 
a data package for each program,  the content of which will be defined in 
his contract with the Sponsoring Government.    This data package will be 
sufficient to permit the identification and selection of qualified Participating 
Prime Contractors for co-production or dual production if these production 
options are elected by one or more of the Participating Governments. 

ARTICLE V:        INITIAL PRODUCTION 

Section 5. 1 At the present time,  the U. S.   Government does not con- 
template an initial production phase in the AMRAAM program.    In the case 
of ASRAAM,  however,   it is the present intent of the Participants that the 
contractor team selected for engineering development will be continued into 
the initial production (low rate or preproduction) phase of the program. 

Section 5. 2 Upon reaching a decision to enter production,  the Sponsoring 
Government "will award to the prime contractor a contract to implement 
facilities and fabricate the initial production quantities. 
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Section 5. 3 The prime contractor will enter into contracts with his 
subcontractors to implement facilities and manufacture production hardware. 

ARTICLE VI:       FULL PRODUCTION 

Section 6. 1 In the case of AMRAAM,   Sections 5, 2 and 5. 3 are 
applicable to the full production phase. 

Section 6. 2 While it would ordinarily be anticipated that the contractor 
team in the engineering development phase would be continued into full 
production,  the Sponsoring Government retains the option(s) to produce the 
entire system domestically, and possibly to select a second source prime 
contractor. 

Section 6. 3 The European Participating Governraents on AMRAAM 
retain the option to co-produce or dual produce the entire system as does 
the U.S.   as a Participating Government on ASRAAM.    However,  in the 
event that more than one Participating Government elects to exercise this 
option on AMRAAM,  the Participants agree that they should give every 
consideration to doing so as a consortium in order to promote economic 
production. 

ARTICLE VII:     PRODUCTION RIGHTS 

Section 7. 1 Upon entering into the engineering development contract, 
the Sponsoring Government will require its prime contractor to agree to 
negotiate and enter into such license agreements with other contractors 
as are necessary to permit the implementation of the production options 
specified in Section 6. 2 or 6. 3. 

Section 7. 2 It is desired and intended that such license agreements 
be accomplished on an industry-to-industry basis,   and that negotiations 
will be conducted in good faith to derive fair and equitable terms for all 
of the parties including the payment of fees and royalties.    These agree- 
ments shall be subject to government review by the Participants.     The 
Participating Prime Contractors,   if any,   shall be selected according to 
appropriate national procedures of the Participating Government(s). 

Section 7. 3 When required,  the License Agreement shall provide that: 

(a)     For co-production,   licensor shall grant to the licensee the 
necessary patent and data rights and transfer the know-how 
and data on the system,   system integration,   acceptance and 
testing of subcontracted items,   assembly and testing,   final 
assembly and checkout,   and logistics integration to permit the 
assembly and test of the system by the Participating Prime 
Contractor and to perform such other tasks as are performed 
by the Sponsoring Government prime contractor. 
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(b) For dual production,  licensor shall grant to licensee the patent 
and data rights,  transfer know-how and data,  and provide tech- 
nical assistance relating to the products and services of both the 
licensor and his subcontractors (or,  if applicable,  facilitate the 
granting of direct subcontractor-to-subcontractor license agree- 
ments) to assist the licensee and his selected subcontractors in 
the production of the system. 

(c) Licensor shall grant to licensee the right to disclose limited 
rights data to potential second source prime contractors for 
the purpose of bidding and to sublicense a selected second 
source prime contractor to manufacture the system and sell 
the system to the Participating Government(s) for its own use. 

(d) If the Participating Government(s) elect dual production,  the 
existing subcontractor shall grant the right to his prime con- 
tractor to license a contractor within theterritory of the Partici- 
pating Government to make,   use,  and sell the product manufactured 
by him and shall transfer such rights,  data,  know-how,  and assis- 
tance as are necessary to permit such manufacture, 

(e) These license agreements si all become effective upon the 
receipt of written notification of the decision of any of the 
Participating Governments to exercise the production options 
specified in Section 6. 2 or 6. 3,  but only those provisions of 
such agreement(s) which are necessary to implement such 
decision shall become operative. 

ARTICLE VIII:   SALES RIGHTS 

Section 8. 1 The Participants agree that each Participant may sell or 
otherwise deliver the program package systems,   subsystems,  and com- 
ponents to other NATO nations.    The Participants will meet annually to 
discuss and agree upon expansion of the agreed sales territory.    The terms 
of sale or transfer to nations in the agreed sales territory shall include the 
agreement not to sell or otherwise transfer the program package systems, 
subsystems,   or components to other nations outside the agreed sales 
territory without the prior written approval of all Participants. 

Section 8. 2 A Participating Government which elects to purchase the 
system from the Sponsoring Government or from its prime contractor for 
its own use shall have the first option (first right of refusal) to resell the 
system for use on or with vehicles of national origin (defined as vehicles 
designed within that country and manufactured in that country or in a third 
country under license),   and shall also have a nonexclusive right to resell 
the system to all countries in accordance with the provisions of Section 8. 1. 
A Participating Government may use an industrial entity for this purpose. 
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Section 8. 3 If a Participating Government elects to co-produce the 
system,  its prime contractor shall have,  together with such government, 
the nonexclusive right to sell the system it produces to all countries for 
use in such countries in accordance with the provisions of Section 8. 1. 

Section 8. 4 If a Participating Government elects ta dual produce the 
system,   its prime contractor shall have,  together with such government, 
the nonexclusive right to sell the system it produces to other Participating 
Governments for their own use. 

Section 8. 5 The Participants will review the need for a modified version 
of the system which is adapted for delivery to non-NATO countries. 

ARTICLE IX:       GENERAL 

Section 9. 1 This memorandum of understanding is subject to the NATO 
Standardization Agreements as approved by all Participants,   Mutual Defense 
Agreements,  the Mutual Security Agreements,  the Agreements to Facilitate 
the Interchange of Patent Rights and Technical Information for Defense 
Purposes,  and such other agreements in existence between the various 
Participants which relate to the mutual defense of the Participants.    If any 
of the provisions of this memorandum conflict with those of the above- 
mentioned agreemeits,  the provisions of this memorandum shall control. 

Section 9- 2 Each Participant in the development program shall use its 
best efforts to grant or cause to be granted to each of the other Partici- 
pants the right to use and authorize others to use such development program 
information as may be required to implement the effort,  in accordance with 
the national laws of the Participants,  designed to protect security interests 
and proprietary rights.    Such information may not be released or disclosed 
to a third party without the express written consent of the originating Par- 
ticipant. 

Sect: vn 9-3 The controlling laws and regulations of the respective 
Participants will be observed. 

Section 9- 4 The procurement policies and procedures used for the 
Sponsoring Government prime contractor's development or production of 
a particular system shall be those of his own government.    Similarly, 
procurement policies and procedures used for the Participating Prime 
Contractor's production of a system shall be those of his government. 
However,  where such national policies or procedures would seriously 
affect achievement of the desired collaborative goal,   every reasonable 
effort shall be made to obtain such waivers as may be necessary.    The 
systems developed and produced under this memorandum of understanding 
shall utilize applicable Allied Quality Assurance Publications (AQAP) and 
NATO Standardization Agreements (STANAG) as the basic documents for 
quality control requirements.    AQAP and STANAG documents shall be 
supplemented by the Sponsoring Government's procurement instructions 
to his prime contractor.    Participating Governments shall retain the right 
to conduct lot acceptance tests on missiles procured from the Sponsoring 
Government prime contractor. 
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Section 9- 5 It is the intent of the Participants that the flow of data 
and equipment related to these weapon systems shall be free of customs 
duties,  tariffs,  value added taxes,  and other charges. 

Section 9. 6 The processing of classified material and information 
■will be subject to and in accordance ■with the relevant security agreements 
between the Participants. 

Section 9. 7 This memorandum of understanding shall remain in full 
force and effect for a period of twelve (12) years from its effective date 
unless terminated earlier or extended by mutual agreement of the Partici- 
pants.    Termination of this memorandum of understanding shall not affect 
the provisions agreed to under Section 8. 1 regarding sales to non-NATO 
nations. 

Section 9. 8 The Participants agree to make all reasonable efforts to 
resolve any issues or problems that may arise among them in connection 
with the implementation of these programs.    However,  this agreement 
may be terminated by any Participant by informing all other Participants 
in writing not less than ninety (90) days prior to the planned date of termi- 
nation.    Such notice shall be cause for immediate consultation by all Par- 
ticipants,   as a result of ■which the remaining Participants may agree to 
continue their involvement in the program in accordance with the terms 
of this agreement.    Data rights established during the course of the program 
will remain in full force and effect,  and may be utilized by the continuing 
Participants.    In any event, termination by a Participant in one of the pro- 
grams covered by this memorandum of understanding shall not automatically 
result in any termination actions with respect to the other program covered 
by this agreement. 

ARTICLE X:        FUNDING 

Section 10. 1 The Sponsoring Government shall fund its prime contractor 
in accordance with its customary practices.    In the event the European 
Participating Governments elect to form a consortium for the ASRAAM 
program,  they shall agree among themselves as to any fund sharing 
arrangements they may -wish to make with their designated Sponsoring 
Government. 

Section 10. 2 Participants shall bear,  individually,  the direct costs of 
their national personnel assigned to the Sponsoring Government's program 
office or to national project offices.    Such direct costs shall include salaries, 
benefits,  housing,   station supplements,  personal allowances,  travel on 
change of assignment,  and similar expenses. 

Section 10. 3 It is the intent of the Participants that no Participant,   prime 
contractor,   or subcontractor shall benefit or suffer as a result of currency 
exchange fluctuations. 

■ 
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Section 10. 4 There shall be no development cost recoupment applied 
by a Participant or a Participant's prime contractor on behalf of his 
government on the sale of the system to a Participating Government for 
its own use.    Development cost recoupment for sales to non-participating 
nations will be considered by the Participants on a case-by-case basis. 

Section 10. 5 Any Participating Government or consortium of Partic- 
pating Governments desiring to establish a co-production or dual produc- 
tion capability shall fund the Participating Prime Contractor for his 
interfacing costs and for adaptation of the production data package. 

ARTICLE XI:      SIGNATURES AND EFFECTIVE DATE 

This Memorandum of Understanding comprises Articles I through XI. 

Section 11. 1 In consideration of the obligations set forth in this memo- 
randum of understanding to be assumed by the United States of America, 
the United Kingdom of Great Britain and Northern Ireland,  the Republic 
of France,  and the Federal Republic of Germany,  this memorandum will 
become effective upon the date of signature by the representatives of 
these governments. 

Section 11.2 Authoritative Texts: This memorandum is signed in 
twelve copies, four copies each in English, French, and German; all 
three texts to be equally authoritative. 

For the Government of the Federal Republic of Germany: 

Date 

For the Government of the United States of America: 

Date 

For the Government oi the Republic of France: 

Date 

For the Government of the United Kingdom of Great Britain 
and Northern Ireland: 

Date 
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PREAMBLE 

The governments of the Republic of France,  the Federal Republic 
of Germany,  the United Kingdom of Great Britain and Northern Ireland, 
and the United States of America,  as represented by their senior defense 
officials whose signatures appear below: 

Recognizing the need for the development and production of a 
family of future generation close combat anti-tank guided missile weapon 
systems which complement each other in their performance capabilities 
and operational characteristics in order to achieve more efficient use 
of Alliance resources and to help counter the military threat to NATO; and 

Intending to exploit advantages t'o be gained by the introduction 
of standardized/interoperable weapon systems into their respective military 
forces and those of the other NATO allies; and 

Recognizing the potential conservation of NATO assets to be 
achieved from economies in development and production through multi- 
national cooperation; and 

Desiring to undertake a collaborative effort in the development 
and production of such anti-tank guided missiles in the pursuit of such 
common purpose; 

The four governments have,  accordingly,   reached common under- 
standing with respect to the provisions of the following Articles I through 
XI comprising this memorandum. 

ARTICLE I: DEFINITIONS 

Section 1. 1 "Sponsoring Government" shall mean that government 
which undertakes responsibility for the funding and management of the 
development for production of a weapon system. 

Section 1. 2 "Participating Governments)" shall mean the govern- 
ment(s) which agree{s) to collaborate with the Sponsoring Government in 
the development program,   and which further agree(s) not to undertake 
the development of a weapon system which would duplicate or essentially 
be similar in performance to the system to be developed by the Sponsoring 
Government.    However,  it is understood and agreed that product improve- 
ments to current existing anti-tank missile systems to improve their 
operational effectiveness prior to the introduction of the future generation 
systems described herein are allowable to the extent defined in Section 1. 3. 

Section 1. 3 "Product Improvements" shall mean those modifications 
and changes which are introduced into current systems,  but which fall 
short of some or all of the performance characteristics defined in 
accordance with Article III herein. 

I 
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Section 1. 4 "Participants" shallmeanall of those governments,  both 
Sponsoring and Participating,  which have agreed to collaborate in a weapon 
system program. 

Section 1. 5 "Co-Production" shall mean assembly and test of the 
weapon system by a Participating Government(s) wherein slxch govern- 
ment(s) elect(s) to have a prime contractor within its territory perform 
the same assembly and test tasks performed by the Sponsoring Govern- 
ment prime contractor,  while retaining as suppliers the same subcon- 
tractor structure employed by the Sponsoring Government prime contractor. 

Section 1. 6 "Dual Production" shall mean production of the weapon 
system by a Participating Government(s) wherein such government(s) 
elect(s) to have a prime contractor within its territory perform the same 
tasks performed by the Sponsoring Government prime contractor,  but 
with complete freedom to establish his own subcontractor structure. 

Section 1. 7 "Participating Prime Contractor" shall mean a con- 
tractor within the territory of a Participating Government selected by 
that government to participate in the engineering development effort to 
the extent necessary to prepare for co-production or dual production. 

ARTICLE II:        SCOPE 

Section 2. 1 It is agreed that it is in the best interest of the Partici- 
pants,  individually and collectively,  to collaborate in programs of 
international industrial cooperation to develop and produce future gen- 
eration anti-tank guided missiles.    These programs are limited to 
achieving the performance characteristics and operational capabilities 
defined in the multi-national program requirements documents developed 
in accordance with Article III,  and do not extend to block changes or sys- 
tem growth programs which exceed these performance requirements. 

Section 2, 2 A multi-national Anti-Tank Steering Committee composed 
of one principal member and one alternate member from each Participant 
shall be established.    This committee shall define and initiate the actions 
to implement any government agreements required to carry out these 
programs,  including criteria for source selection,  allocation of work 
among Participants,  and monitoring of program progress.    Issues which 
cannot be resolved by the steering committee will be referred to the Arma- 
ment Directors of the Participants for resolution.    Final authority with 
respect to management and direction of the program rests with the Spon- 
soring Government. 

Section 2. 3 It is agreed that the program for a system will be managed 
by the Sponsoring Government,    In the case of the program assigned to the 
European Participating Governments,  the European Participants will desig- 
nate one Participant to be the Sponsoring Government even though the pro- 
gram may be conducted through a consortium.    The Sponsoring Government 
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will establish a system program office for the management and control of 
the program.    Participating Government(s) may assign personnel to such 
program office for the purpose of monitoring the progress of the program 
and participating in configuration control actions as required.    The activities 
of the program office shall be those necessary to enable the Program Mana- 
ger to administer the overall development and procurement planning program 
for the system.    The Participating Governments shall authorize the Program 
Manager to direct the activities of their representatives in the program 
office in support of program activities. 

Section 2. 4 The parties hereto agree that it is their intent that the 
Sponsoring Government prime contractor shall engage the services of 
transatlantic subcontractors in the territories of the Participating Gov- 
ernments in order to enhance the cooperative aspects of the effort,  and 
in order to make available to the program the most cost-effective tech- 
nology residing in the industrial organizations of the Participants.    As a 
goal,  the prime contractor shall subcontract not less than twenty (20) per- 
cent of the total subsystem design,   development,   and test effort of the 
development program to transatlantic subcontractors,  taking into account 
the availability of technology and facilities in the territories of the Parti- 
cipating Governments.    This subcontract effort will include both ground 
and airborne support and interface equipment as well as the missile- 
related subsystems themselves.    The Participants will agree as to the 
total money value of the total subsystem effort as a basis for determining 
the agreed percentage to be so subcontracted to transatlantic subcontractors. 
In addition to such subcontracting,  the Sponsoring Government will ensure 
that the industries of other NATO nations have an opportunity to compete 
for the remainder of the subcontracted portion of the total program. 

Section 2. 5 Wherever practicable,  the Sponsoring Government 
prime contractor shall be selected competitively,  with each competing 
prime selecting its own subcontractor team on an industry-to-industry 
basis as it sees fit.    In cases where only a single prime contractor is 
available,  that prime shall select its principal transatlantic subcon- 
tractors on a competitive basis with the Sponsoring Government over- 
seeing and approving the source selection. 

Section 2. 6 NATO nations not signatory to this memorandum of under- 
standing are not precluded from becoming Participating Governments for 
one or both of these anti-tank guided missile systems,   particularly by 
joining in a consortium to co-produce these weapon systems.    Such par- 
ticipation would be subject to acceptance of the appropriate provisions of 
this MOU in a separate instrument to which all Participants are signatory. 

Section 2. 7 It is anticipated that each weapon system program will be 
performed in phases equivalent to: (1) concept definition,   (2) validation, 
(3) engineering development,   (4) initial production,   and (5) full production. 
Acceptable levels of performance,   cost growth,  and schedule slips shall 
be negotiated and agreed upon by the Participants.    If these levels are ex- 
ceeded or appear to be in danger of being exceeded.   Participants may sub- 
mit in writing their intentions to resolve their concerns in accordance with 
the provisions of Section 9. 8.    The Sponsoring Government shall establish 
a program that meets the multi-national program requirements,  key pro- 
gram milestones,   operational need dates,  and agreed-to cost thresholds 
of the Participating Governments, 

Section 2. 8 Participating Governments may establish national or con- 
sortium program offices to plan for system introduction into their inven- 
tories and/or to direct any Participating Prime contractor planning for 
co-production or dual production. 
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ARTICLE III:       CONCEPT DEFINITION AND VALIDATION 

Section 3. 1 Under the auspices of the Anti-Tank Steering Committee, 
discussions will be held among the Participants on the needs and desired 
characteristics for the future generation anti-tank guided missile systems, 
as well as programmatic time-frame aspects,  focusing on the definition 
of a family of such weapon systems which complement each other in per- 
formance capabilities and operational characteristics.     Concept definition 
for these systems,   one to be developed by the European Participants and 
the other by the U. S. ,   each with major participation in the development 
program of the other,  will be contingent upon an agreement on future 
threat and requirements.    Definition of the missile systems to be developed 
in accordance with this agreement must consider different techniques to 
reduce susceptibility to countermeasures so that one missile system will 
have operational characteristics which complement those of the other 
system (e. g. ,   different guidance,   mode of attack,   alternate kill mecha- 
nisms).    The solutions recommended by the Steering Committee for 
development in the two complementary programs will be presented to the 
Armaments Directors of the Participants for their review and approval. 

Section 3. 2 Following agreement on the operational need,  time frame, 
and performance requirements for these future generation anti-tank guided 
missile systems,  it is the intent of the Participants that,  by mutual agree- 
ment,  the United Kingdom,   France,  or the Federal Republic of Germany 
will be designated to be the Sponsoring Government for the development of 
a future generation anti-tank guided missile system,  now contemplated to 
be a direct fire weapon system to be deployed as the follow-on to the TOW 
and HOT anti-tank missiles.    The agreed-to Sponsoring Government may 
act on behalf of a consortium subscribed to by some or all of the European 
Participants if they so agree. 

Section 3. 3 It is the intent of the Participants that,  by mutual agree- 
ment,  the U.S.  Government will be the Sponsoring Government for a future 
generation anti-tank guided missile system designed to complement the 
performance capabilities and operational characteristics of the system 
defined in Section 3. 2; for example,   a system -which would be sensitive to 
different threats,  or immune to countermeasures to which the other system 
is susceptible,   or is provided with different capability. 

Section 3. 4 The Participants shall release their requirements for each 
anti-tank guided missile system for review and comment by NATO and by 
the respective Sponsoring Governments.    Following review of these require- 
ments,   each Sponsoring Government will issue a draft multi-national program 
requirements document which harmonizes the requirements of the Partici- 
pants for each syt.t'vm and provides for NATO forces standardization and 
interoperability.    Each Participant shall,  within ninety (90) days of the date 
this draft operational requirement is issued,   inform the Sponsoring Govern- 
ment of its approval of the requirements or its recommended modifications 
to permit its agreement to become a Participating Government or of its 
decision not to be a Participant. 
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Section 3. 5 Promptly after learning the identity of the Participating 
Governments, the Sponsoring Government for each program shall contract 
with one or more prime contractors for a concept definition study to be 
completed within a period of two (2) years after the effective date of this 
memorandum of understanding. The end product of such a concept defi- 
nition study shall be a baseline system specification defining the perfor- 
mance, technical, and mission requirements of the proposed system and 
the test provisions to assure that the requirements are achieved. 

Section 3. 6 In issuing its Request for Proposals for its concept definition 
study,   each Sponsoring Government shall advise the prospective contrac- 
tors) of the identity of the Participating Governments and of the Sponsoring 
Government's intention to involve transatlantic subcontractors as well as 
subcontractors from other NATO nations in accordance with the provisions 
of Section 2, 4. 

Section 3. 7 In each program,   the prime contractor(s) will be required 
to identify the transatlantic subcontractors used or to be used in compliance 
with Section 2. 4,   and the portion and value of the total subsystem effort 
involved.    This identification shall be accomplished before the end of the 
concept definition phase of the programs. 

Section 3. 8 By the end of the validation phase of both programs,  the 
Sponsoring Government shall acquire a missile system specification with 
firm performance requirements,   schedules,   cost limits,  and risk thresholds 
to be achieved in the engineering development phase. 

ARTICLE IV:      ENGINEERING DEVELOPMENT 

Section 4. 1 The Sponsoring Government,  with the advice of the Partici- 
pating Governments,  will issue a contract to its selected prime contractor 
for the engineering development phase of each program.    The prime con- 
tractor will be required to use the transatlantic subcontractors identified 
in accordance with Section 3. 7. 

Section 4. 2 The prime contractor will be responsible for developing 
a data package for each program,  the content of which will be defined in 
his contract with the Sponsoring Government.    This data package will be 
sufficient to permit the identification and selection of qualified Participating 
Prime Contractors for co-production or dual production if these production 
options are elected by one or more of the Participating Governments. 

ARTICLE V:        INITIAL PRODUCTION 

Section 5. 1 It is the intent of the Participants that the contractor team 
for engineering development will be continued into the initial production 
(low rate or preproduction) phase of the program. 

Section 5. 2 Upon reaching a decision to enter production,  the Sponsoring 
Government will award to the prime contractor a contract to implement 
facilities and fabricate the initial production quantities. 
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Section 5. 3 The prime contradtor will enter into contracts with his 
subcontractors to implement facilities and manufacture production 
hardware. 

ARTICLE VI:      FULL PRODUCTION 

Section 6. 1 While it would ordinarily be anticipated that the contractor 
team in the engineering development phase would be continued into full 
production,  the Sponsoring Government retains the option(s) to produce the 
entire system domestically, and possibly to select a second source prime 
contractor. 

Section 6. 2 The Participating Governments on each program retain 
the option to co-produce or dual produce the entire system.    However,  in 
the event that more than one European Participating Government elects to 
exercise this option,  the Participants agree that they should give every 
consideration to doing so as a consortium in order to promote economic 
production. 

ARTICLE VII:     PRODUCTION RIGHTS 

Section 7. 1 Upon entering into the engineering development contract, 
the Sponsoring Government will require its prime contractor to agree to 
negotiate and enter into such license agreements with other contractors 
as are necessary to permit the implementation of the production options 
specified in Section 6. 1 or 6. 2. 

Section 7. 2 It is desired and intended that such license agreements 
be accomplished on an industry-to-industry basis,  and that negotiations 
will be conducted in good faith to derive fair and equitable terms for all 
of the parties including the payment of fees and royalties.    These agree- 
ments shall be subject to government review by the Participants,    The 
Participating Prime Contractors,   if any,   shall be selected according to 
appropriate national procedures of the Participating Governments). 

Section 7. 3 When required,  the License Agreement shall provide that: 

(a)    For co-production,  licensor shall grant to the licensee the 
necessary patent and data rights and transfer the know-how 
and data on the system,   system integration,  acceptance and 
testing of subcontracted items,  assembly and testing,  final 
assembly and checkout,   and logistics integration to permit the 
assembly and test of the system by the Participating Prime 
Contractor and to perform such other tasks as are performed 
by the Sponsoring Government prime contractor. 
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(b) For dual production,   licensor shall grant to licensee the patent 
and data rights,  transfer know-how and data,   and provide tech- 
nical assistance relating to the products and services of both the 
licensor and his subcontractors (or,   if applicable,   facilitate the 
granting of direct subcontractor-to-subcontractor license agree- 
ments) to assist the licensee and his selected subcontractors in 
the production of the system. 

(c) Licensor shall grant to licensee the right to disclose limited 
rights data to potential second source prime contractors for 
the purpose of bidding and to sublicense a  selected second 
source prime contractor to manufacture the  system and sell 
the system to the Participating Government(s) for its own use. 

(d) If the Participating Government(s) elect dual production,   the 
existing subcontractor  shall grant the right to his prime con- 
tractor to license a contractor withinthe territory of the Partici- 
pating Government to make,   use,   and sell the product manufactured 
by him and shall transfer such rights,   data,   know-how,   and assis- 
tance as are necessary to permit  such manufacture. 

(e) These license agreements shall become effective upon the 
receipt of written notification of the decision of any of the 
Participating Govermnents to exercise the production options 
specified in Section 6. 1 or 6. 2,  but only those provisions of 
such agreement(s) which are necessary to implement such 
decision shall become operative. 

ARTICLE VIII:   SALES RIGHTS 

Section 8. 1 The Participants agree that each Participant may sell or 
otherwise deliver the program package systems,   subsystems,   and com- 
ponents to other NATO nations.     The Participants will meet annually to 
discuss and agree upon expansion of the agreed sales territory.     The terms 
of sale or transfer to nations in the agreed sales territory shall include the 
agreement not to sell or otherwise transfer the program package systems, 
subsystems,   or components to other nations  outside the agreed  sales 
territory without the prior written approval of all Participants. 

Section 8. 2 A Participating Government which elects to purchase the 
system from the Sponsoring Government or from its prime contractor for 
its own use shall have the first option (first  right of refusal) to resell the 
system for use on or with vehicles of national origin (defined as vehicles 
designed within that country and manufactured in that country or in a third 
country under license),   and  shall also have a nonexclusive right to resell 
the system to all countries in accordance with the provisions of Section 8. 1. 
A Participating Government may use an industrial entity for this purpose. 

7-121 



A-T MOU 

Section 8. 3 If a Participating Government elects to co-produce the 
system,   its prime contractor shall have,   together with such government, 
the nonexclusive right to sell the system it produces to all countries for 
use in such countries in accordance with the provisions of Section 8. 1, 

Section 8. 4 If a Participating Government  elects to dual produce the 
system,   its prime contractor shall have,   together with such government, 
the nonexclusive right to sell the system it produces to other Participating 
Governments for their own use. 

Section 8. 5 The Participants will review the need for a modified version 
of the system which is adapted for delivery to non-NATO countries. 

ARTICLE IX:       GENERAL 

Section 9. 1 This memorandum of understanding is subject to the NATO 
Standardization Agreements as approved by all Participants,   Mutual Defense 
Agreements,  the Mutual Security Agreements,  the Agreements to Facilitate 
the Interchange of Patent Rights and Technical Information for Defense 
Purposes,   and such other agreements in existence between the various 
Participants which relate to the mutual defense of the Participants.    If any 
of the provisions of this memorandum conflict -with those of the above- 
mentioned agreements,   the provisions of this memorandum shall control. 

Section 9- 2 Each Participant in the development program shall use its 
best efforts to grant or cause to be granted to each of the other Partici- 
pants the right to use and authorize others to use such development program 
information as may be required to implement the effort,   in accordance with 
the national laws of the Participants,   designed to protect security interests 
and proprietary rights.    Such information may not be released or disclosed 
to a third party without the express written consent of the originating Par- 
ticipant. 

Section 9- 3 The controlling laws and regulations of the respective 
Participants will be observed. 

Section 9- 4 The procurement policies and procedures used for the 
Sponsoring Government prime contractor's development or production of 
a particular system shall be those of his own government.    Similarly, 
procurement policies and procedures used for the Participating Prime 
Contractor's production of a system shall be those of his government. 
However,   where such national policies or procedures would seriously 
affect achievement of the desired collaborative goal,   every reasonable 
effort shall be made to obtain such waivers as may be necessary.     The 
systems developed and produced under this memorandum of understanding 
shall utilize applicable Allied Quality Assurance Publications (AQAP) and 
NATO Standardization Agreements (STANAG) as the basic documents for 
quality control requirements.    AQAP and STANAG documents shall be 
supplemented by the Sponsoring Government's procurement instructions 
to his prime contractor.     Participating Governments shall retain the right 
to conduct lot acceptance tests on missiles procured from the Sponsoring 
Government prime contractor. 
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Section 9. 5 It is the intent of the Participants that the flow of data 
and  equipment  related to these weapon systems   shall be free of customs 
duties,   tariffs,   value added taxes,   and other charges. 

Section 9.6 The processing of classified material and information 
will be subject to and in accordance with the  relevant  security agreements 
between the Participants, 

Section 9.7 This memorandum of understanding shall remain in full 
force and effect for a period of twelve (12) years from its  effective date 
unless terminated earlier or  extended by mutual agreement of the Partici- 
pants.     Termination of this memorandum of understanding  shall not affect 
the provisions agreed to under Section 8, 1  regarding  sales to non-NATO 
nations. 

Section 9. 8 The Participants agree to make all reasonable efforts to 
resolve any issues or problems that may arise among them in connection 
with the implementation of these programs.     However,   this agreement 
may be terminated by any Participant by informing all other Participants 
in writing not less than ninety (90)  days prior to the plaixned date of termi- 
nation.     Such notice shall be cause for immediate consultation by all Par- 
ticipants,   as a  result of which the remaining  Participants may agree to 
continue their involvement in the program in accordance withthe terms 
of this agreement.     Data  rights  established during the course of the program 
will  remain in full force and  effect,   and may be utilized by the continuing 
Participants.     In any event,   termination by a  Participant in one of the pro- 
grams covered by this memorandum of understanding shall not automatically 
result in any termination actions with respect to the other program covered 
by this agreement. 

ARTICLE X: FUNDrNG 

Section 10, 1 The Sponsoring Government shall fund its prime contractor 
in accordance with its  customary practices.     In the  event the  European 
Participating Governments elect to form a consortium to conduct their 
program,   they shall agree among themselves as to any  fund  sharing 
arrangements they may wish to make with their designated Sponsoring 
Government, 

Section  10.2 Participants  shall bear,   indi\idually,   the direct  costs  of 
their national personnel assigned to the Sponsoring Government's program 
office or to national project offices.     Such direct  costs  shall include  salaries, 
benefits,   housing,   station  supplements,   personal allowances,   travel on 
change of assignment,   and similar expenses. 

Section 10, 3 It is the intent of the Participants that no Participant,   prime 
contractor,   or  subcontractor  shall benefit or  suffer as a   result of currency 
exchange fluctuations. 
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Section 10. 4 There shall be no development cost recoupment applied 
by a Participant or a Participant's prime contractor on behalf of his 
government on the sale of the system to a  Participating Government for 
its own use.    Development cost recoupment for sales to non-participating 
nations will be considered by the Participants on a case-by-case basis. 

Section  10. 5 Any Participating Government or consortium of Partic- 
pating Governments desiring to establish a co-production or dual produc- 
tion capability shall fund the Participating Prime  Contractor for his 
interfacing costs and for adaptation of the production data package. 

ARTICLE XI:       SIGNATURES AND EFFECTIVE DATE 

This Memorandum of Understanding comprises Articles I through XI. 

Section 11.1 In consideration of the obligations set forth in this memo- 
randum of understanding to be assumed by the United States of America, 
the United Kingdom of Great  Britain and Northern Ireland,   the Republic 
of France,   and the Federal Republic of Germany,   this memorandum will 
become effective upon the date of signature by the representatives of 
these goverjunents. 

Section  11.2 Authoritative Texts:    This memorandum is  signed in 
twelve copies, four copies  each in English,   French,   and German; all 
three texts to be equally authoritative. 

For the Government of the  Federal Republic of Germany: 

Date 

For the Government of the United States of America: 

Hate 

For the Government of the Republic of France: 

Dat( 

For the Government of the United Kingdom of Great Britain 
and Northern Ireland: 

Dat« 
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PREAMBLE 

1. This paper has been established by the NATO 
Intellectual Property Group (AC/94),  It constitutes 
the Group's basic response to a request by the Conference 
of National Armaments Directors for appropriate 
solutions to intellectual property problems arising in 
the field of armaments licensing and co-production, with 
a view to enhancing NATO standardization and inter- 
operability. 

2. It is an objective of NATO and its member nations 
that equipment procured for national forces be standardized 
or interoperable with equipment of other members of the 
North Atlantic Treaty Organisation.  However, NATO 
standardization and interoperability of systems and 
equipment in the armaments field can become a reality only 
through co-operation in spirit and practice between and 
among its members in development and production programmes. 
This co-operation can only flourish in a climate of 
information and technology exchanged on the basis of mutual 
benefit. 

3. This technology often represents valuable assets 
for each nation.  Its exchange and use, therefore, must 
be fostered by mutual trust and confidence which rests on 
the secure knowledge that terms and conditions of disclosure 
will be scrupulously observed. 

4. Defence authorities within NATO, in the earliest 
stages of national and international defence programmes, 
and in all subsequent stages, must think in long range 
terms and must plan for the possibility of future or extended 
international co-operation.  They must seek ways to make 
co-operative programmes attractive to industry and to other 
partners. They must anticipate needs for the transfer of 
technology in expanded co-operative programmes, and must take 
deliberate steps to assure the availability of essential 
technology taking into account the interests of the industries 
involved. 

5. In realising the objective of NATO standardization 
and interoperability, the defence authorities of each member 
NATO nation should in their development and procurement 
programmes for both major and minor equipment: 

(a)  employ, when necessary, mutually beneficial 
licensing agreements with NATO Allies to achieve 
standardization or to facilitate interoperability; 
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(b) support procurement arrangements with NATO countries 
designed to achieve an equitable and competitively 
determined flow of defence trade within NATO; 

(c) pursue a mutually co-operative and beneficial policy 
regarding exchange of information with NATO partners 
to foster an early mutual exchange of technological 
information leading to development and adoption of 
standardized or interoperable weapon systems and 
equipment by NATO countries. 

6, The paper is divided in four Parts, i.e. 

(a) Part I identifies the most sensitive intellectual 
property rights (IPR) problem areas confronting 
NATO's co-operative efforts and calling for an 
early solution; 

(b) Part II is a "General Statement" introducing the 
following parts, with a view to ensuring a proper 
understanding by the user of the principles and 
guidelines set forth in these parts; 

(c) Part III sets forth intellectual property principles 
for the future which, if given appropriate support 
by nations as future policy objectives, could 
contribute significantly towards overcoming the 
obstacles listed in the first part.  In establishing 
these principles, the AC/94 Group found it necessary 
to extend its investigations beyond licensing and 
co-production and to cover the whole field of 
intellectual property problems in NATO co-operative 
research, development and production; 

(d) Part IV reproduces NATO guidelines outlining ways 
by which nations should adjust their policies and/or 
practices as may be required to ensure that they 
can comply with the intellectual property principles 
set forth in Part III. As requested by the CNAD(1), 
the AC/94 Group has established a reporting procedure 
on the reactions of nations with regard to these 
guidelines in order to allow CNAD to monitor progress 
on a continuing basis and initiate any redirection. 

7. This paper takes account, to a large extent, of the 
views expressed by industry during a series of joint meetings 
between the AC/94 Group and representatives of the NATO 
Industrial Advisory Group (NIAG). 

(1) AC/255-E)S/5i, Item V(d)i3(3).  

NATO U N C L A S S I F I 3 D 

8-2 



NATO   UNCLASSIFIED 

8.  For the purpose of this paper: 

(a) the term "Intellectual Property" (IP), whether 
background or foreground, includes inventions, 
patented or not, trademarks, industrial designs, 
copyrights and technical information including 
software, data, designs, technical know-how, 
manufacturing information and know-how, techniques, 
technical data packages, manufacturing data 
packages and trade secrets; 

(b) the term "background information" means information 
which is necessary to or useful in achieving the 
objectives of a specific contract, project, 
programme or agreement, but which was generated 
prior to or outside the scope of such arrangements; 

(c) the term "foreground information" means information 
which is generated in the course of a specific 
contract, project, programme or agreement or the 
like by the parties or their contractors; 

(d) the rights to use or have used IP are termed 
Intellectual Property Rights (IPR) and include 
rights derived from patents, trademarks, copyrights, 
industrial designs, contract clauses, disclosure 
in confidence techniques or other means of control 
of IP. 
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I.   IPR PROBLEM AREAS IN INTERNATIONAL DEFENCE CO-OPERATION 

1.  Questions of IPR arise over the whole spectrum of 
activities involved in international defence co-operation 
ranging from information exchange programmes, research, 
feasibility and project definition studies, through development, 
production, maintenance and repair, post-design services and 
sales. The problems associated with IPRs involve a variety of 
interests, parties, pressures and commitments. The following 
is a summary of difficulties which have been identified from 
past experience: 

(a) IPR questions are not always considered early enough 
in a collaborative programme, or appropriate personnel 
involved and all interested parties consulted to 
enable satisfactory arrangements to be made for inter- 
national licensing requirements having regard to the 
overall range of likely activities in the programme. 

(b) Because of different timing of requirements or 
budgetary difficulties, collaboration may not be 
possible at the outset of a programme and the nation 
which carries out the early stages alone fails to make 
adequate IPR arrangements acceptable to prospective 
partners for it to become a collaborative venture. 

(c) The original participants in a collaborative programme 
fail to make adequate arrangements for IPRs acceptable 
to prospective additional partners at a later stage. 

(d) Nations have not had necessary consultation with their 
industry prior to signing a Memorandum of Understanding 
in relation to a collaborative programme with the 
result that pre-existent obligations entered into by 
contractors have not come to light until later. MOUs 
may in consequence assume the availability of IPR 
which in the event nations cannot deliver; serious 
problems may therefore emerge during the course of 
the programme. 

(e) Difficulties have arisen between nations (for example 
as to the extent and terms of availability of IPR) 
because of imbalances in various aspects of a 
collaborative programme, e.g. where there is a 
significant disparity in technical capability, back- 
ground knowledge or know-how of the firms or 
government facilities involved, or where there are 
major disparities in development cost contributions 
and production requirements. 

NATO   UNCLASSIFIED 
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(f) IPR provisions are not clearly and precisely stated 
in MOUs (sometimes deliberately to solve an 
intractable problem by the expedient of a form of 
words that satisfies each of the partners in their 
respective interpretations) and can lead to serious 
problems in international relations or with industry 
when the partners seek to implement the provisions. 

(g) nations are reluctant to buy equipment already 
developed by another nation if the latter refuses to 
allow rhe purchasing nations themselves to make 
modifications or improvements, to carry out overhaul 
or repair or to manufacture spares. 

(h)  Because the licence agreements between firms permit 
sales of spares and provision of maintenance services 
only to the licensee's government, NAMSA has 
encountered difficulty in setting up common logistic 
support programmes for some v/eapons systems. 

(i)  There have been difficulties in collaborative 
programmes arising from: 

(i)  the lack of harmonization as to the scope of 
user rights obtained from national contractors; 

(ii)  "Che disparity between countries in the extent 
of RccD work carried out in government facilities 
for which unrestricted rights have sometimes 
been expected without charge; and 

(iii) some nations expecting wide-ranging rights 
beyond those required for the programme or 
even national defence purposes. 

There has also been lack of precision in terms used 
to define the scope of user rights. 

(j)  A dexerrent to standardization can be the financial 
terms of licences and/or the recovery of past Iv&D 
cost incurred by the developers. 

(k)  Nations and their industries are reluctant to disclose 
technical information when it appears that there are 
no adequate safeguards against it being used for 
purpose's other than for which it is supplied. 

(l)  Some nations have statutory or contractual practices 
which favour the development contractor in the early 
production stage and which may therefore hinder 
comoetition. 
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(m)  In the competitive international selection of systems 
following development on a national basis, problems 
can arise about: 

(i) how to ease the economic and/or industrial 
impact on the unsuccessful competitors; 

(ii)  safeguarding proprietary technical information 
during and after the evaluation of offers; 

(iii)  licensing of IPR owned by the winner; 

(iv)  contribution to R&D costs of the winner's 
government. 

(n)  Restrictions placed on sales to third parties of 
jointly developed products may deter some nations 
from taking part in collaborative development projects. 

(o)  A smaller NATO nation or its industry is frequently 
reluctant to grant larger nations the right to 
manufacture equipment under licence and the right to 
sell such equipment to other counxries because a small 
home market does not enable the industry concerned to 
manufacture such equipment in sufficient quantities 
zo  guarantee efficienx production and competitive 
prices.  2xport of equipment will in such cases be 
of the utmost importance. 

(p)  The recoupment of R&D costs and other non-recurring 
cosxs (e.g. for tooling and special test equipmeirt) 
in sale prices to other NATO nations may make the 
equipment too costly. 

(q) National laws and policies requiring the in-country 
production of weapons for its own requirements can 
present an obstacle to the achievement of 
standardization. 

(r)  Some NATO nations are reluctant to enter into any 
arrangements for the licensing of other nations to 
produce equipment developed by them, -unless such other 
nations:  (a)  make an initial procurement from the 
licensor nations; or (b)  agree to procure a percentage 
of their requirements from the  licensor country. 

(s)  If licensed production by a NATO nation is 
restricted zo  its own needs, _"c may be uneconomical 
for that nation to set up a production line. 

8-6 



TO    UNCLASSIFIED 

II.  GEN5RAL STATEMENT 

1. It is considered that the implementation by all 
member nations of the IP/IPR principles and guidelines in 
Parts III and IV hereafter would significantly help to 
overcome many of the various intellectual property problems 
which currently prevent or hinder standardization and 
interoperability of weapon systems within the Alliance.  It 
should be noted in this connection that the precise impact 
of the principles and guidelines will depend upon the 
circumstances of each individual case.  In particular, 
Governments will seek wherever appropriate, insofar as 
IP/IPR owned by industry are concerned, to rely on the firms 
involved to make the appropriate arrangements directly 
between themselves. 

2. For a proper understanding of Parts III and IV, 
the user should bear in mind the following basic points: 

the ensuing IP/IPR principles and guidelines 
are interrelated and should be considered as 
a whole with the rest of this document.  Each 
particular paragraph should be construed in 
the light of the overall context and in conformity 
with this "General Statement"; 

the IP/IPR principles and guidelines are addressed 
to NATO governments and NATO organizations.  Their 
intent is to set forth policy objectives to be 
followed in relations between NATO governments, 
between NATO organizations and between NATO 
governments ana NATO organizations, with a view 
to enhancing international armaments co-operation. 

in the event of whatever conflict between this 
"General Statement" on the one hand and the 
preamble, the principles and guidelines on the 
other hand, or in the event of any ambiguity in 
these texts, the provisions of this "General 
Statement" should prevail. 

3. Licensing and disclosure of IP/IPR for NATO purposes 
must be undertaken by or in collaboration with the owner of 
the IP/IPR, 

4. Governments are not entitled to dispose of IP/IPR 
in which the rights are owned by industry, unless and to the 
extent they have the right to do so legally or contractually. 

^ ^ ^ w J .-< ^ i* A S S I r I E D 
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5.   Consistent with paragraphs 3 and 4 above, firms 
must be assured of appropriate safeguards and fair and 
reasonable compensation, financial or otherwise, for the 
use of their IP/IPR. 

III. NATO INTELLECTUAL PROPERTY PRINCIPLES 

1. NATO governments should promote the exchange of 
information on national requirements and R&D activities to 
help reduce unnecessary duplication of effort among NATO 
nations and enhance the feasibility of future standardization 
and interoperability.  Exchange of technical information 
related to R&D activities should be under bilateral or 
mul-cilaxeral arrangements which define the field of 
information and the purpose of the exchange e.g. for 
evaluation and assessment. 

2. Governments should take all steps possible to 
ensure tnat technical information made available to them or 
to their firms by other governments or firms is used only 
for the purpose for which it is made available and will not 
be used or disclosed for any other purpose without the 
specific consent of the owner.  This principle extends only 
to information disclosed under government auspices. 

3. Before embarking on a new programme on a national 
basis, the government should first consider: 

(a) whether its requirements can be met in whole or 
in part by a weapon system or component equipment 
already in development or production and be 
prepared to adopt that system or component unless 
the premium for so doing is excessive; and/or 

(b) whether it should make arrangements to participate 
in an on-going development programme; and/or 

(c) whether it is possible to proceed from the outset 
on a collaborative basis with other member nations. 

4. At the earliest stage of a programme and at each 
subsequent stage, steps should be taken in co-operation with 
industry to ensure through appropriate contractual arrangements 
or options that if other NATO nations later wish to participate 
in research, development or in production, they will not be 
prevented from doing so by non-availability of those rights 
oo Intellectual Property relevant to 
tne particular programme.  This applies whether the programme 
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is carried out on a national or collaborative basis. The 
arrangements in earlier stages should look forward to the 
requirements of all later stages. 

4 bis.   The arrangements for any standardization or 
interoperability programme should among other things address 
the extent to which it might in a particular case become 
necessary for production work to be undertaken, under 
licences made on acceptable terms, by firms other than those 
which carried out the development task recognizing that 
generally initial production work should be undertaken as 
far as possible by the development firm(s), 

5.   In national contracts with industry relating to 
research and all programme stages there should at least be 
provisions for the government to use information generated 
under the contract (foreground) to promote international 
collaboration in any subsequent work under the programme 
and for the contractor to grant such licences as may be 
necessary to fulfil any international collaborative 
arrangement.  Such licences should be on fair and reasonable 
terms approved by the governments.  To the extent feasible 
guidance criteria should be established on the terms and 
conditions that should apply to such licences for any NATO 
programmes in various circumstances. 

5.   Where a government transfers IP/IPR which it owns to 
any person, agency or organization for exploitation, adequate 
safeguards should be taken to ensure that the rights will be 
available to promote standardization and interoperability of 
defence equipment on terms no less favourable than those that 
would otherwise have been granted by the government. 

7. Before concluding an MOU for a collaborative 
programme that will involve the licensing of rights owned by 
industry, governments should ascertain by consultation with 
industry, or otherwise, whether there are any known existing 
obligations or other reasons which would prevent or restrict 
the required licensing.  Governments should use their best 
endeavours to overcome any obstacles to such licensing, 
e.g. by seeking re-negotiation by the parties concerned of 
existing licenses. 

8. Conclusion of negotiation of compensation terms 
and the establishment of necessary rights with or between 
owners of IP/IPR known to be involved i^ u collaborative 
production programme should be synchroni; = "l with the 
conclusion of the relevant inter-govemmeircal MOU.  Proposed 
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terms of such licence agreements between firms should be 
notified to the participating governments so that they can 
be satisfied that the terms are equitable in terms of their 
effect on the eventual cost to governments and are compatible 
with the needs of the relevant programme.  The agreements 
should cover the possible IP/IPR requirements for the whole 
of the collaborative programme and its post-production phase, 
including technical data and spares required for repair and 
maintenance, whether on a national or common logistic support 
basis.  They should not be so restrictive as to limit the 
ability of governments to invite competitive tenders for work, 
especially repair and maintenance work, relating to items of 
equipment covered by the collaborative programme.  To the 
extent feasible, the same principle should apply to 
collaborative programmes involving research and development. 

9.   MOUs should be drawn up in clear and precise terms 
based on NATO guidelines and principles.  The drafting and 
negotiating of MOUs should be guided by personnel who have 
long-term background and expertise in such work. 

10. In the case of a collaborative research programme 
in a particular field, each participating government should 
have access to and use for at least the purposes of its own 
armed forces, all information generated in the course of the 
programme.  This should be without mutual payment between 
participating governments unless a significant imbalance of 
financial, technical or other contributions and benefits 
does not justify this.  Access to and use of background 
information should be available by negotiation with the 
owner thereof. 

11. In the case of a collaborative development programme, 
each participating government should arrange that background 
information available to it and its firms involved in the 
programme which is required for the development phase of the 
programme as defined by the parties, will be made available 
by negotiation with the owner as necessary to the other 
participants with respect to the relevant programme, subject 
to the rights of third parties.  Where such background 
information is owned by a participating government, and unless 
there is a significant imbalance of financial, technical or 
other contributions or benefits, this should be without 
charge to avoid where possible, mutual payment. 

12. Regarding the outcome of a collaborative development 
programme, the participating governments should arrange that 
each of them obtains rights covering both foreground and 
background information.  The scope of use of such rights 
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and the terms upon which they will be made available are 
matters for negotiation on a case-by-case basis.  Such 
negotiation should include industry where such rights involve 
industry-owned intellectual property. 

13. In setting up a collaborative programme the 
participating governments should aim to obtain an equitable 
overall arrangement with due regard for all factors.  Those 
factors include both the advantages of standardization and 
interoperability and the costs, work sharing and other benefits 
to those governments. 

14. Collaborative arrangements should include provisions 
which will allow other NATO nations xo join on reasonable 
terms with a view to further enhance standardization and 
interoperability,  jew participants must, however, be prepared 
to accept an established programme and not expect materially 
to change its objectives. 

15. When a government sells, or licences the right to 
manufacture, equipment which it has developed at ixs own 
expense, it should be prepared to allow the purchasing or 
licensee country the right to make modifications or improvements 
in accordance with negotiated terms.  In the interests of 
standardization and interoperability, there should be close 
consultation on modifications or improvements and appropriate 
arrangements made as regards configuration control responsibility. 
There should be reciprocal rights betv/een the governments 
concerned to make use of modifications and improvements. 
In addition, the purchasing or licensee government should have 
the right, in accordance with negotiated terms, to carry out 
overhaul and repair and to manufacture or have manufactured 
spares. 

15.   Governments should undertake to keep industry 
appropriately informed about their plans in the field of 
armaments with a particular view to co-operation in achieving 
standardization and interoperability.  Prospective international 
firm-to-firm agreements relating specifically to collaborative 
development and to defence products or work should be notified 
to national governments who should use their best endeavours 
to ensure that the terms of agreements do not obstruct the 
achievement of standardization and interoperability including 
common logistic support. 

17.   Governments should take prompt and appropriate 
action to seek amendments or waivers to their laws, regulations, 
policies and practices, which prevent or delay the implementation 
of the principles laid down in this paper, but such action 
should not lead to a situation in which the general position 
on ownership of IP/IPR should be altered to the detriment of 
the owners. 
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18. MOUs relating to collaborative programmes should 
define the scope of rights in relation to sales to NATO 
countries.  Such MOUs should take into account, inter alia, 
contributions made by the parties to the total programme and 
the work sharing arrangements for the participating 
governments' defence production with a view to ensuring that 
there is an equitable sharing of the benefits from the 
programme and that NATO standardization and interoperability- 
are enhanced.  There should normally be no restrictions on 
sales to NATO countries.  It is recognized that sales to 
non-NATO countries will be subject to political considerations 
of the individual participating countries concerned. 

19. Where there is competitive international selection 
of NATO standard equipment from equipments developed nationally, 
all participants in the competition should be assured that the 
utmost care will be taken to safeguard their intellectual 
property during and after the evaluation of offers and, in 
appropriate cases, that unsuccessful competitors will be 
compensated for example by licensed production of that 
particular equipment on appropriate terms. 

20. Governments should assist other NATO participants 
in a collaborative programme in negotiations with national 
firms on the terms for use of IP/IPR. 

21. Licensing fees or royalties should take account of 
the value of the contribution made to the programme by the 
intellectual property involved and the benefits gained by 
the licensor. 

22. An incentive for being prepared to grant licences 
to third parties may include a negotiated share of the 
industrial activity associated with the related standardization 
and interoperability programme. 

IV.  GUIDELINES ON TH3 NATO DCTEIJLSCTUAL PROPERTY PRINCIPLES 

PURPOSE 

1.  The purpose of these guidelines is to outline ways 
by which individual nations should adjust their policies 
and/or practices as may be required to ensure that they can 
comply with the principles in the field of Intellectual 
Property, of Part III, in a way that each nation decides is 
best suited to its situation. 
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IMPLEMENTATION 

2. In order to be in a position to fulfil the 
principles, each defence authority should, in respect of 
all IP/IPR that is generated as the result of a national 
defence programme, either: 

(a) own the IP/IPR; or 

(b) ensure, in a manner compatible with the "General 
Statement" (Part II above), that otherwise it is 
in a position to grant or cause the owner to grant, 
through negotiations, on fair and reasonable terms, 
licences that transfer such IP and IPR to NATO 
governments and/or their designated contractors 
as may be required under existing or future 
co-operative agreements in which it participates. 

3. Intellectual property in which defence authorities 
have neither ownership nor licence rights is often required 
to support national programmes.  In order to be in a position 
to have access to and use of such IP/IPR in co-operative 
programmes, each defence authority must, in contracts 
pursuant to national programmes, ensure that it is in a 
position to cause the owner to grant, through negotiations, 
on fair and reasonable terms, licences that transfer such 
IP and IPR to NATO governments and/or their designated 
contractors, as may be required under existing or future 
co-operative arrangements in which it participates. 

3 bis.  Defence authorities should require industry to grant 
licences only to the minimum number of partners necessary to 
effectuate a NATO standardization/interoperability programme, 
and should not require the disclosure of any IP or the 
granting of any IPR beyond that which is essential to achieve 
the objectives of such a programme. 

4. Participating nations in a co-operative defence 
programme must make, with appropriate changes, arrangements 
similar to those in 2 and 3 above. 

5. Defence authorities must not alienate their right 
to grant or cause to be granted, licences that transfer IP 
and IPR to other NATO nations and/or their designated 
contractors, unless it is clear that such IP and IPR will 
not be required for any co-operative programme. 

6. Each defence authority must, as a prerequisite to 
participating in a particular co-operative programme, secure 
the availability of IP and IPR that are owned by third parties 
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and required to implement its part of the programme.  If this 
prerequisite cannot be achieved, the defence authority should 
immediately notify its co-operative partners. Such 
availability is not to apply to commercial off-the-shelf 
items that will be readily available, at reasonable prices, 
in one or more participating countries. 

7. Each government participating in a co-operative 
programme is normally concerned that there will be a sharing 
of the overall industrial activity which it considers 
equitable having regard, inter alia, where appropriate to: 

(a) the nature of the particular programme and the 
known restrictions imposed by IP/IPR; 

(b) the origin and nature of the technology regardless 
of whether it is governmentally or industrially 
owned; 

(c) desires for competition; and 

(d) work sharing arrangements of other co-operative 
programmes. 

It is important, therefore, that arrangements be made by 
governments as early as practicable with the owners of IP/IPR 
in an endeavour to ensure that IP/IPR will not prevent such 
work sharing as may be agreed between participants for all 
phases of the co-operative programme including any post 
production ph^se.  Similar arrangements should be made 
between governments to facilitate sales to NATO countries 
not participating in the programme and to other third parties. 

8. In order to promote co-operative programmes, defence 
authorities and industries must be able to exchange information 
subject to limitations including those imposed by the owner 
on disclosure or use.  Information thus limited must be clearly 
marked as such. Defence authorities and industries receiving 
such information must strictly observe such limitations under 
adequate procedures and must ensure that others authorised to 
receive it do likewise.  In addition, there must be adequate 
arrangements for dealing with requests for modification of 
such limitations. 

9. These guidelines will be updated from time to time 
in the light of experience gained by nations in applying the 
principles of Part III.  To this end, nations should report 
to NATO the difficulties and experiences in implementing 
these guidelines. 
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A SELECTED BIBLIOGRAPHY ON NATO RATIONALIZATION. 
STANDARDIZATION AND INTEROPERABILITY 

The following bibliography of NATO rationalization, standardization and inter- 
operability is not all-inclusive as its composition was governed by the relevance 
of the selected materials to the subcommittee's inquiry. As a result, most entries 
date from 1972 and are generally studies of some length or particular relevance 
to the current state of discussion on this subject. Moreover, in choosing from 
the vast amount of NATO literature of recent years, emphasis was placed on 
the standardization and interoperability rather than the readiness aspect of the 
subcommittee's investigation, although the two could rarely be completely 
separated. 

I. DEPARTMENT OF DEFENSE DOCUMENTS 

Directives and Instructions 

DODD 2000.9 International Co-production Projects and Agreements Between 
the U.S. and Other Countries or International Organizations. 

DODI 2010.4 U.S. Participation in Certain NATO Groups Relating to Research, 
Development, Production and Logistic Support Within NATO. 

DODD 2010.5 DOD Participation in NATO Infrastructure Program. 
DODD 2010.6 Standardization and Interoperability of Weapon Systems and 

Equipment Within NATO. 
DODI 2015.4 Mutual Weapons Development Data Exchange Program 

(MWDDEP)  and Defense Development Exchange Program  (DDEP). 
DODI 2050.1 Delegated Approval Authority to Negotiate and Conclude Inter- 

national Agreements. 
DODD 2140.2 Recoupment of non-recurring costs on Sales of U.S. Government 

Products and Technology. 
DODD 3100.3 Cooperation with Allies in R & D of Defense Equipment. 
DODD 4120.3 DOD Standardization Program. 
DODD 5000.1 Major Systems Acquisition. 
DODD 5000.2 Major Systems Acquisition Process. 
DODD 5010.12 Management of Technical Data. 
DODD 5010.19 Configuration Management. 
DODD 5100.53 U.S. Participation in Certain NATO Groups Relating to Re- 

search, Development, Production and Logistic Support of Military Equipment. 
DODD 5230.11 Disclosure of Classified Information to Foreign Governments 

and International Organizations. 
DODD 5530.3 International Agreements. 

Memorandums 

Joint Chiefs of Staff Memo to the Director of Defense Research and Evaluation, 
Sept. 12, 1977, Subject: High Priority Categories for NATO Standardization 
or Interoperability (S/I)  (U). 

Reports 

Department of the Army. LTG. James F. Hollingsworth. "An Assessment of 
the Conventional War Fighting Capability and Potential of the US Army in Cen- 
tral Europe". June 30,1976. (Top Secret) 

Department of Defense. Office of the Director of Defense Research and Engi- 
neering. An Analysis of Export Control of US Technology—A DOD Perspective 
(Bucy Report). Defense Science Board Task Force on Export of US Technology. 
February 4, 1976. 

Department of Defense. Office of the Secretary of Defense. A Report to the 
Congress on the Standardization of Military Equipment in NATO. (First Report 
to the Congress by the Secretary of Defense). 1975 

Department of Defense. Office of the Secretary of Defense. Rationalization/ 
Standardization Within NATO. (Second Report to the Congress by the Secretary 
of Defense). 1976 
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Department of Defense. Office of the Secretary of Defense. Rationalization/ 
Standardization within NATO. (Third Report to the Congress by the Secretary 
of Defense). 1977. 

Department of Defense, Office of the Secretary of Defense. Rationalization/ 
Standardization Within NATO. (Fourth Report to the Congress by the Secretary 
of Defense). 1978. 

Department of Defense. "A Report to Congress on VS Conventional Reinforce- 
ments for NATO." March 1976 (Secret) 

Department of Defense. Hon. William J. Perry, Under Secretary of Defense 
Research and Engineering. "The FY 1979 Department of Defense Program for 
Research, Development and Acquisition." February 1,1978. 

Department of Defense. Office of the Secretary of Defense. "Department of 
Defense Annual Report, Fiscal Year 1979." FAruary 2,1978. 

Department of the Navy. Chief of Naval Operations. Analysis of VS Navy Pos- 
sible Purchases of NATO European Equipment to Enhance Standardization and 
Interoperability, 1977. 

Department of State and Department of Defense. Implications for VS Foreign 
Policy and Industry of Standardizing Military Equipment for NATO. Proceedings 
of State-Defense Colloquium. March 9, 1975. 

Joint Chiefs of Staff. Chairman, General George S. Brown. "Vnited States 
Military Posture for FY 1979." January 20,1978. 

Joint Chiefs of Staff. "A Report on Strategic Mobility Requirements and Pro- 
grams." JCSM-30-77, February 8, 1977. (Secret) 

II. CONGRESSIONAL DOCUMENTS 

Congress. House. Committee on Armed Services. Special Subcommittee on 
NATO Commitments. "American Commitment to NATO." HASC Report 92-64. 
92nd Congress 2nd Session, August 17,1972. 

Congress. House. Committee on Armed Services. "Report of the Ad Hoc Sub- 
committee on V.S. Military Commitments to Europe." House Report 93-978. 93rd 
Congress 2nd Session, April 9, 1974. 

Congress. House. Committee on Armed Services. Report of the Committee Dele- 
gation to NATO entitled, "NATO and V.S. Security." May 25, 1977. 

Congress. House. Committee on Government Operations. Legislation and 
National Security Subcommittee. Hearing on Problems in the Standardization 
and Interoperability of NATO Military Equipment. July 21, 1977. 

Congress. House. Committee on Government Operations. "Interim Report on 
the Standardization and Interoperability of NATO Military Equipment." H. Rept. 
95-806. November 3, 1977. 

Congress. House. Committee on International Relations. Export Licensing of 
Advanced Technology: A Review. Hearings before the Subcommittee on Interna- 
tional Trade and Commerce. 94th Congress 2nd Session, 1976. 

Congress. House. Committee on International Relations. Sale of AWACS to 
NATO. 94th Congress, 2nd Session 

Congress. House. Committee on International Relations. Subcommittee on 
Europe and the Middle East. Hearings on Western Europe in 1977: Security, Eco- 
nomic, and Political Issues. June 14, 28; July 20, 27; October 3-4, 1977. 95tli 
Congress 1st Session. 

Congress. Senate. Committee on Armed Services. Report of Senators Sam Nunn 
and Dewey F. Bartlett entitled "NATO and the New Soviet Threat." January 24, 
1977. 

Congress. Senate. Committee on Armed Services. Subcommittee on Manpower 
and Personnel. Hearing on NATO Posture and Initiatives. August 3, 1977. 

Congress. Senate. Committee on Armed Services. European Defense Coopera- 
tion. Hearings before the Subcommittee on Research and Development, and Man- 
power and Personnel. 94th Congress, 2nd Session, 1976. 

Congress. Senate. Committee on Foreign Relations. VS Foreign Economic Policy 
Issues: The United Kingdom, France and West Germany. 94th Congress, 1st 
Session, 1977. 

Congressional Research Service. Library of Congress. NATO Standardization: 
Political, Economic and Military Issues for Congress. Prepared for Congress. 
House Committee on International Relations. 95tjh Congress, 1st Session, March 
1977. 

Congressional Research Service. Library of Congress. NATO Standardization 
and Defense Procurement Statutes, Andrew Mayer, January 26,1978. 

General Accounting Office. Comptroller General. Benefits and Drawoacks of 
V.S. Participation in Military Cooperative Research and Development Programs 
with Allied Countries. PSAD-74-42, June 4,1974. 
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General Accounting Office. Comptroller General. Planning Host Nation Support 
for U.S. Troops in Europe. Rept. Number B-146896. August 9, 1978. 

General Accounting Office. Comptroller General. Problems in Supporting Weap- 
ons Systems Produced by Other Countries. LSD 76-450. January 4, 1977. 

General Accounting Office. Comptroller General. Sharing the Defense Burden: 
The Multinational F-16 Aircraft Program. PSAD-77-40. August 15, 1977. 

General Accounting Office. Comptroller General. Standardization in NATO: 
Improving the Effectiveness and Economy of Mutual Defense Efforts. PSAD- 
78-2. January 19, 1978. 

General Accounting Office. Comotroller General. Status of the F-16 Aircraft 
Program. Report No. B-163058. April 1,1977. 

General Accounting Office. Comptroller General. U.S. Military Equipment 
Prepositioned in Europe—Significant Improvements Made But Some Problems 
Remain. LCD-78-431A. December 5, 1978. 

General Accounting Office. Report to the Joint Economic Committee, Continu- 
ing Problems With U.S. Military Equipment Prepositioned in Europe. LCD-76- 
441. July 12, 1976. (Secret) 

III. CONTRACT STUDIES 

Behrman, Jack N. Multinational Production Consortia: Lessons from NATO 
Experience. A Report Prepared Under Contract for the U.S. Department of 
State. August 1971. 

Callaghan, Thomas A., Jr. U.S./European Economic Cooperation in Military 
and Civil Technology: An Issues-Oriented Report. Arlington, Va.: EX-IM Tech, 
Inc. 1974. 

Cook. Chervl A. The Economies of Alliance Defense in Western Europe (U). 
The RAND Corporation R-2095-ARPA/MRAL. Santa Monica CA.: The RAND 
Corporation. August 1977. (Secret) 

Gessert, Robert A., Benson, Sumner, Heverly, J. Ross, et. al. NATO Standardi- 
zation and Licensing Policy-Exploratory Phase. General Research Corporation 
OAD-CR-167.   McLean.   Va.:   General  Research  Corporation.  November  1976. 

Gessert, Robert A.. Heverly, J. Ross and Pettijohn, William C. NATO Stand- 
ardization and Technology Transfer. General Research Corporation CR-196. 
McLean, Va.: General Research Corp. August 1977. 

Gessert. Robert A., Heverly, J. Ross, Port, Arthur Tyler, et. al. DARCOM 
OIRD'S Role in NATO Rationalization/Standardization/Interoperability. Gen- 
eral Research Corporation CR-207, McLean, Va.: General Research Corporation. 
February 1978. 

Greenwood, David, Methodology to Quantify the Potential Net Economic Con- 
sequences of Increased NATO Commonality, Standardization and Specialization. 
C & L Associates. Inc., Potomac. Md. (Prepare! for International Economic 
Affairs Directorate, Office of the Secretary of Defense) August 1978. 
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THE EUROGROUP 

Member Countries; 

Belgium 
Denmark 
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Greece 
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Netherlands 
Norway 
Portugal 
Turkey 
United Kingdom 

Aim: to strengthen Alliance security by seeking to 
ensure that the European contribution to the 
common defence is as strong and cohesive as 
possible. 
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FOREWORD 

BY THE SECRETARY GENERAL 
OF THE NORTH ATLANTIC TREATY 
ORGANISATION 

The Eurogroup—an informal grouping of a 
number of European members of NATO— 
celebrates its tenth anniversary this year. 

This booklet describes its aims, the setting in 
which the Eurogroup works and its current and 
future programmes. I very much welcome this 
opportunity to pay tribute to the important 
contribution which the Eurogroup makes in the 
defence field to the strengthening of the 
Alliance. 

Operating within and for the Alliance, the 
Eurogroup, as you will see from the following 
pages, is engaged in important and innovative 
work in many fields of defence cooperation and 
it can already point to a record of solid 
attainment. 

The activities of the Eurogroup give a clear 
demonstration of the resolve of its members to 
maintain, improve and make more cohesive 
the contribution of the European countries to 
NATO security as an essential counterpart to 
the defence contributions of the United States 
and Canada and thereby to enhance the 
solidarity and strength of the Alliance as a 
whole. 

NATO is kept fully informed of the Euro- 
group's activities, including regular reports to 
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the NATO Defence Ministers, and I am gratified 
by the extent to which the programmes which it 
promotes dovetail into and support NATO-wide 
defence planning activities. 

As the Eurogroup enters its second decade, I 
extend to it my own good wishes and en- 
couragement for its most valuable work. 

Joseph Luns, 

Secretary General of NATO 
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The Eurogroup 
The Eurogroup is an informal association of 

Defence Ministers of European member 
governments within the framework of NATO. It 
is open to all European members of the 
Alliance. Those taking part at present are 
Belgium, Denmark, Germany, Greece, Italy, 
Luxembourg, the Netherlands, Norway, Por- 
tugal, Turkey and the United Kingdom. 

It was founded in 1968 at the suggestion of 
Mr Denis Healey (then UK Secretary of State 
for Defence) as a means of responding to a 
widespread desire for closer European 
cooperation within the Alliance. This decision 
was reinforced by an awareness—empha- 
sised by the invasion of Czechoslovakia—of 
the formidable and growing strength of the 
Warsaw Pact. 

Aims 
The basic aim of the Eurogroup can be 

simply stated. It is to help strengthen the whole 
Alliance by seeking to ensure that the Euro- 
pean contribution to the common defence is as 
strong and cohesive as possible. 

The Eurogroup seeks to achieve this aim in 
two ways. It: 
— enables its members to improve the effec- 

tiveness of their contribution to the Alliance 
by coordinating their defence effort more 
closely thereby making the best possible 
use of resources available for defence; 

— provides an informal forum for an exchange 
of views by Defence Ministers on major 
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political/strategic questions affecting the 
common defence. 

Meetings of Eurogroup's Defence Ministers 
provide the focal point for its work. They 
usually meet just before the regular half yearly 
ministerial session of NATO's Defence Plan- 
ning Committee for the purpose of assessing 
the current state of Eurogroup's work from the 
political and practical point of view. Between 
ministerial meetings the business of Euro- 
group is conducted by the Permanent Repre- 
sentatives (Ambassadors) of the Eurogroup 
countries at NATO Headquarters; a coordinat- 
ing committee (the 'Staff Group') and secre- 
tariat; and seven specialist subgroups. 

This booklet outlines some of the main 
elements of the contribution of Eurogroup 
countries to the Alliance (pages 11-16); the 
work of the subgroups (pages 16-23); and the 
organisation of the Eurogroup (pages 23^25). 

European Defence 
and the Alliance 

Collective Security 

Alliance defence is a joint endeavour of the 
North American and European allies. Article 5 
of the North Atlantic Treaty which gave birth to 
NATO enshrines the principle of collective 
security by stating that an armed attack against 
one or more member states shall be con- 
sidered as an attack against them all. This 
theme of interdependence was reflected in the 
1974 Ottawa Declaration on Atlantic Relations 
which underlined the indivisibility of Alliance 
defence and went on to state: "All members of 

10 
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the Alliance agree that the continued presence 
of Canadian and substantial US forces plays an 
irreplaceable role in the defence of North 
America as well as of Europe. Similarly the 
substantial forces of the European Allies serve 
to defend Europe and North America as well". 

Likewise the London Summit of May 1977 
and the Washington Summit a year later 
stressed that the essential purpose of the 
Alliance is to safeguard collectively the inde- 
pendence and security of its members thereby 
enabling them to promote the values of 
democracy and to make possible the creation 
of a structure for lasting peace. 

The Military Contribution 

Of the ready forces currently available in the 
European theatre about 85% of the ground 
forces come from Eurogroup countries and 
some 80% of the air forces. Eurogroup count- 
ries also make a major contribution to naval 
forces in European waters and the Atlantic. 
Overall, the size of the forces of the Eurogroup 
countries amounts in peacetime to some 
2.5 million men compared with rather over 
2 million in the forces of the North American 
allies. They are positioned from the northern 
tip of Norway to south-east Turkey and are 
equipped and trained to operate with efficiency 
and flexibility. 

On land, at sea and in the air the forces 
of Eurogroup countries work closely with 
one another and with their American and 
Canadian allies. Norway, Denmark and Ger- 
many deploy standing forces for the defence of 
the Northern Flank while the Netherlands and 

ii 
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the United Kingdom would provide elements 
for reinforcement in time of emergency. The 
United States and Canada also earmark 
reinforcements for the area. In the Central 
Region allied land forces include Northern 
Army Group (with forces from Belgium, Ger- 
many, the Netherlands and the United King- 
dom) and Central Army Group to which 
Germany makes a major contribution together 
with the United States and Canada. Their 
associated air forces—2nd and 4th Allied 
Tactical Air Forces—contain large elements 
from Eurogroup countries. In keeping with the 
Alliance strategy of forward defence, Belgium, 
the Netherlands and the United Kingdom 
station a part of their forces permanently in 
Germany. On the Southern Flank, regional 
countries provide substantial forces on land, at 
sea and in the air. As indicated above, the 
navies of Eurogroup countries have an impor- 
tant part to play in European waters and the 
Atlantic, including the provision of the Standing 
Naval Force Channel and the majority of ships 
for the Standing Naval Force Atlantic. Euro- 
group countries also make the largest contri- 
bution to the Allied Command Europe Mobile 
Force, a quick reaction force for use in an 
emergency. 

Defence Expenditure 

In 1978 Eurogroup countries were estimated 
to have contributed over $50 billion to NATO's 
total defence expenditure. But against the 
background of the massive and continuously 
increasing strength of the Warsaw Pact the 
Eurogroup has recognised that further efforts 
need to be made. For this reason, almost all 
member countries  have  declared  their  in- 
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tention of aiming to increase defence expendi- 
ture in the coming years in real terms by about 
3% annually as called for by NATO Defence 
Ministers. 

Equipment 

Every year Eurogroup countries bring into 
service a wide range of new equipment, both 
additional and replacement; and make qualit- 
ative improvements to equipment already in 
service. 

In some cases their expenditure on major 
equipment as a percentage of total defence 
expenditure more than matches that of the 
United States. For example in 1977 (or the 
appropriate fiscal year) the proportion allo- 
cated by the United States was 17% while the 
United Kingdom, Denmark and the Nether- 
lands allocated 22%, 21.8% and 20.6% re- 
spectively. 

Increasingly Eurogroup countries are using 
standardised or interoperable equipment. A 
major example is the Leopard 1 tank now in 
service with the forces of Germany, Belgium, 
Denmark, Italy, the Netherlands and Norway. 
Another is the Tornado multi-role combat 
aircraft which is due ro replace a range of other 
aircraft in the air forces of Germany, Italy and 
the United Kingdom; while the F16 is due to 
supersede the F104 and other aircraft in the air 
forces of Belgium. Denmark, the Netherlands 
and Norway. 

European Defence Improvement Programme 

Eurogroup countries have always partici- 
pated whole-heartedly in special efforts by the 
Alliance to improve its defensive capability. In 
1970—only a short time after its creation— 
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Eurogroup made its first collective effort in this 
direction in the form of a five-year European 
Defence Improvement Programme (EDIP) de- 
signed to improve Alliance capability in speci- 
fic fields identified as particularly important by 
the NATO study on Alliance Defence in the 
Seventies (AD70). 

EDIP was a special programme additional to 
already planned expenditure and valued at 
about $1 billion (at 1970 prices). Under it the 
Eurogroup countries funded the construction of 
some 1,600 specially hardened aircraft shel- 
ters and made additional contributions to the 
financing of the NATO Integrated Communi- 
cations System. Additional equipment was 
purchased including Jaguar close support 
aircraft and CH53 medium-lift helicopters. New 
support facilities were provided for the North- 
ern Flank; and Germany provided Turkey 
with a number of Transall tactical transport 
aircraft. Eurogroup Ministers kept a close 
personal interest in the implementation of EDIP 
to ensure that the programme maintained its 
momentum. The force improvements had been 
implemented by 1973 and the measures were 
substantially completed by 1975. 

The Short Term Measures 

A further example of Eurogroup's full sup- 
port of special defence improvement pro- 
grammes was its response to the Alliance's 
call in May 1977 for measures (in addition to 
normal improvements) designed to provide 
early remedies for shortcomings in the selec- 
ted fields of anti-armour; war reserve mu- 
nitions; and readiness and reinforcement. 
Eurogroup countries concerned made a sub- 
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stantial contribution to the programme an- 
nounced six months later by the Ministers of 
NATO's Defence Planning Committee. Inter 
alia they undertook to upgrade and increase 
war reserve stocks; increase holdings of anti- 
tank weapons and air munitions; and improve 
arrangements for mobilisation and reinforce- 
ment. The speed with which this programme 
was developed is an indication of the con- 
structive approach of all participants. 

The Long Term Defence Programme 

The military strength of the Warsaw Pact is 
being increased far in excess of reasonable 
defence needs and is backed in the Soviet 
Union by an allocation of resources for defence 
estimated at some 11%-13% of gross national 
product. Faced with this growing military 
power, Alliance nations decided that while they 
would continue to seek a more peaceful and 
stable order through realistic measures of 
arms control and disarmament, it was also 
essential to maintain the forces required for the 
common defence at an adequate level. At the 
London Summit of May 1977, therefore, the 
Alliance's Defence Planning Committee was 
commissioned to prepare a long term defence 
programme (LTDP) with the aim of enabling 
NATO forces to meet the changing defence 
needs of the 1980s and beyond. 

The Eurogroup countries concerned made a 
constructive contribution to the LTDP which 
emerged as a wide ranging blueprint for the 
future. Specific programmes have been agreed 
in the areas of readiness, reinforcement, 
reserve mobilisation, maritime and air de- 
fence, communications command and con- 
trol, logistics, electronic warfare, and rational- 
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isation of armaments planning. These are 
intended to achieve greater co-ordination of 
long term defence planning and thereby make 
more efficient use of the Alliance's resources. 
Eurogroup has welcomed the LTDP, and has 
pledged itself to work for its successful 
implementation by the Defence Planning Com- 
mittee. 

European Defence Co-operation 
The Eurogroup Subgroups 

Practical co-operation is one of the main 
tasks of Eurogroup. For this purpose it has 
established a number of specialist subgroups 
to foster greater harmonisation of the Euro- 
pean defence effort in particular fields which 
benefit from the stimulus of close collabo- 
ration. At present there are seven' such 
subgroups: equipment collaboration (EURO- 
NAD); common development and harmoni- 
sation of operational concepts (EUROLONG- 
TERM); communications (EUROCOM); medi- 
cal support (EUROMED); logistics (EURO- 
LOG); training (EURO/NATOTRAINING); force 
structures (EUROSTRUCTURE). They are man- 
ned by senior experts from national Ministries 
of Defence. In each of them one country takes 
the lead, providing a chairman and any 
necessary staff support for arranging meet- 
ings, keeping records and drafting papers. The 
Minister of Defence of the country in the chair of 
a sub-group reports personally on progress in 
that sub-group to his colleagues at Minis- 
terial meetings which give guidance for further 
work and, when necessary, resolve difficulties. 
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EURONAD 

Apart from the obvious military advantages 
of standardisation there are also considerable 
economies of scale to be gained from the joint 
procurement of defence equipment. It was in 
order to encourage closer cooperation in this 
field that EURONAD was established in 1971 on 
which the National Armament Directors (NAD) 
of member governments sit under Netherlands 
chairmanship. 

EURONAD has a number of considerable 
successes to its credit. One of the first was an 
agreement that, in future, member countries 
would regularly exchange information about 
their plans for acquiring new equipment for 
their forces with a view to investigating the 
possibilities for co-ordinating requirements 
and joint procurement. The text of the De- 
claration of Principles signed by Ministers is on 
page 29 of this booklet. 

Guided by these principles, EURONAD has 
provided a major stimulus for co-operative 
projects among member countries. For exam- 
ple Belgium, Germany, the Netherlands and 
the United Kingdom have undertaken a joint 
purchase of the Lance surface-to-surface 
missile; while Germany, Italy and the United 
Kingdom are jointly developing towed and self- 
propelled howitzers. Perhaps most important 
of all in recent years, Belgium, Denmark, the 
Netherlands and Norway have decided to 
replace their F104 and other aircraft with a co- 
ordinated purchase of the American F16. 

It was largely as a result of EURONAD's 
analysis of the equipment field that Eurogroup 
Ministers at a special meeting in The Hague in 
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November 1975 called for improved co-oper- 
ation and the creation of a new independent 
forum open to all European members of the 
Alliance. The independent European Pro- 
gramme Group (IEPG) was created soon after, 
of which—except lor Iceland which has no 
forces—all the European allies including 
France are members. Eurogroup has re- 
cognised this body as the principal means of 
extending equipment co-operation among the 
European members of NATO and of fostering 
closer and more balanced co-operation with 
the North American allies. In order therefore to 
avoid duplication EURONAD has put much of 
its work in abeyance, while keeping abreast of 
developments in the IEPG. 

EUROLONGTERM 

Close consultation at an early stage is a key 
factor in promoting collaboration in the field of 
defence equipment. In recognition of this 
EUROLONGTERM was set up in 1972 under 
Netherlands chairmanship for the purpose of 
preparing joint concepts of operations and 
outline specifications for equipment. 

To date EUROLONGTERM has produced a 
concept on conventional tactical air operations 
until 1985 in Europe; and subconcepts on anti- 
armour, mobility and counter mobility, organic 
army air defence, air-mobile operations, and 
battlefield reconnaissance, surveillance, and 
target acquisition. Work is now in hand on a 
concept of air operations from 1985 until the 
end of the century, and on subconcepts of 
armoured and non-armoured operations. 
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Using these concepts as a basis EURO- 
LONGTERM has produced jointly agreed 
outline specifications for a number of equip- 
ments. These are then passed to NATO and the 
independent European Programme Group for 
possible further development. So far five such 
staff targets have received Ministerial en- 
dorsement and others are under preparation. 
Those completed are specifications for: a man 
portable surface to air guided weapon; short 
and longer range anti-tank guided weapons; a 
minefield marking system and a conventional 
land minefield system. 

EUROCOM 

Interoperability of battlefield communi- 
cations systems isclearly of vital importance in 
improving co-ordination between Alliance 
forces. EUROCOM was founded in 1970 
under Netherlands chairmanship to work in 
this area, and has met with considerable 
success. In essence, rather than trying to agree 
on a single system—an approach which has 
been tried in the past and has failed—it has 
adopted an approach whereby the technical 
requirements are defined and agreed in such a 
way that there is complete interoperability 
between systems built to EUROCOM stan- 
dards. These standards have been endorsed 
by Ministers and now constitute the most 
widely accepted parameters in the Alliance for 
tactical communications. 

Belgium, Germany, Italy, the Netherlands 
and the United Kingdom all plan to deploy full 
EUROCOM systems or to modify other systems 
to EUROCOM standards for introduction in the 
1980s and 1990s. Discussions are taking place 
with the United States with the aim of seeking 
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interoperability with US battlefield communi- 
cations systems. EUROCOM is also consider- 
ing how best to promote co-operation in the 
actual procurement of equipment conforming 
to the agreed characteristics. 

EUROMED 

The desirability of close co-operation in the 
military medical field was recognised early in 
the Eurogroup's development; and it has been 
the task of EUROMED, chaired by Belgium, to 
explore the possibilities. Work has progressed 
steadily and a number of worthwhile results 
have been achieved. For example, following 
agreement on the establishment of a joint body 
for the notification of infectious diseases, the 
EUROMED Epidemiological Reporting Centre 
was founded in Germany in 1976. In the field of 
medical training integrated courses have been 
developed under EUROMED's aegis; and 
agreement has been reached on the creation of 
an information exchange system on the medi- 
cal equipment used by member nations with a 
view gradually to improving standardisation 
wherever practicable. 

EUROMED has also studied a number of 
technical issues on a joint basis including the 
preservation and storage of red blood cells; 
the treatment of burns and shock; and the 
psychological problems of troops operating in 
mountain or arctic climates. At present its main 
tasks include a study of means of achieving 
closer co-operation between the medical 
services of Eurogroup countries in Northern 
Army Group; and the implementation of 
standard medical agreements ratified by Euro- 
group countries. 
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EUROLOG 

EUROLOG was established in 1970 under 
British chairmanship to develop closer co- 
operation In the logistics field as a means to 
greater efficiency and economy. It was asked to 
concentrate Initially on logistics in the Northern 
Army Group in which forces of four of the 
Eurogroup countries (Belgium, Germany, the 
Netherlands and the United Kingdom) are 
deployed side by side, and which seemed 
therefore to offer prospects for closer co- 
operation. Following progress in this area, 
Eurogroup decided in 1973 to extend the role of 
EUROLOG to the air forces provided by these 
same four countries in the Second Allied 
Tactic'al Air Force and to their navies operating 
in the Channel and North Sea areas. 

In 1975 Eurogroup Ministers signed a De- 
claration of Principles of Cooperation in 
Logistics, the text of which is reprinted on page 
35 and followed this in June 1976 with gui- 
delines for collaboration in logisticssupportfor 
major weapons and equipment. Since then 
EUROLOG has been guided by these Principles 
in its consideration of a wide range of topics 
including the reallocation of supplies in em- 
ergencies or war; cross servicing of aircraft; 
repair and maintenance of equipment; in- 
terchangeabillty of equipment; compatibility 
of logistics systems; and naval logistics 
facilities ashore and afloat. 

It Is becoming increasingly clear that joint 
support will only be at its most effective If It is 
considered at the earliest possible stage of 
new collaborative equipment projects. EURO- 
LOG is therefore systematically examining 
opportunities  for   introducing   co-ordinated 
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support for collaborative equipment to be 
introduced in the coming years. This approach 
has already borne fruit. A recent achievement 
is the agreement that Belgium, Denmark, the 
Netherlands and Norway intend to undertake 
collaborative logistic support of the F16 aircraft. 

EURO/NATOTRAINING 

EUROTRAINING was established as a Euro- 
group body In 1970 under German chairman- 
ship. The work of the subgroup is carried out in 
accordance with the Principles of Co-operation 
in Training signed by Ministers in 1973 and 
reprinted on page 32. Its aims are to improve 
and expand existing joint training arrange- 
ments and to develop new multilateral projects 
to the point where one nation can assume 
overall responsibility on behalf of all orsomeof 
the nations. It also provides a forum for the 
exchange of views on training matters in 
general, including the examination of ways and 
means of reducing costs and the harmoni- 
zation of training procedures and doctrine. In 
1971, following close NATO interest in joint 
training, Canada and the United States became 
associated with the subgroup. It now acts as a 
joint body reporting to Eurogroup Ministers 
and the NATO authorities and is known as 
EURO/NATOTRAINING. 

Since its creation the subgroup has de- 
veloped a wide range of joint training projects. 
For instance tank training is provided in 
Germany for personnel from Belgium, the 
Netherlands and Norway; and the United 
Kingdom and the Netherlands train naval 
helicopter controllers from eight countries on 
anti-submarine warfare. Other projects include 
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joint training for the Lance surface-to-surface 
and Hawk surface-to-air missile; a joint school 
for long range reconnaissance; and basic 
training for jet aircraft and helicopter pilots. 
Work is progressing on a number of other 
possibilities including the 155 mm self pro- 
pelled and towed howitzers, the F16, and an 
air/ground operations school. 

EUROSTRUCTURE 

This subgroup was created in 1974 and 
works under a German chairman. Its task has 
been to collect and exchange information on 
the forces of Eurogroup countries with a view to 
enabling members to draw on the experience 
of others where appropriate. 

As a first topic, the various national military 
service systems were studied with special 
emphasis on the recruitment of personnel. 
These studies were followed by an exchange of 
information on current plans for restructuring 
national armed forces and on the different 
mobilisation systems in Eurogroup. Since then 
EUROSTRUCTURE has broadened its scope to 
examine the organisation of Eurogroup's 
ground forces with a view to improving their 
interoperability. 

Working arrangements 

Working arrangements for achieving the 
objectives of Eurogroup are—in accordance 
with its basic principles—flexible and prag- 
matic. They entail the least possible bureau- 
cratic apparatus and are intended to facilitate 
the close personal involvement of Ministers 

23 

10-22 



and high-ranking experts thereby ensuring a 
direct and authoritative influence on the 
evolution of policy on a wide range of practical 
issues. 

Defence Ministers provide the basic gui- 
dance for Eurogroup. At their twice-yearly 
meetings Ministers consider its recent acti- 
vities on the basis of reports from Permanent 
Representatives, and the chairmen of the 
subgroups. They also give directions for future 
work. One of the Ministers takes the chair; 
since 1971, this has been on an annual basis 
(see page 28 for table of Ministerial chairmen). 
The choice of chairman is a matter for 
agreement and invitation among members— 
there is no fixed rotation. In addition to chairing 
the Ministerial meetings, he has a general 
responsibility, on behalf of his colleagues, for 
supervising Eurogroup business during his 
year of office. 

Below Ministers, the work is overseen and 
Ministerial meetings prepared by an ad'hoc 
committee of Eurogroup Permanent Repre- 
sentatives at NATO HQ. There is no set 
schedule of meetings—the pattern depends on 
the business in hand. The chair is taken by 
each Permanent Representative in turn for six 
months by alphabetical order of country. 

For day to day affairs, the main working body 
is the Staff Group. It is normally composed of 
the Defence Counsellors from the national 
delegations of member countries at NATO HQ, 
but other experts sometimes attend instead or 
in addition. The role of the Staff Group is to set 
in hand, under the guidance of the Permanent 
Representatives, detailed work arising from 
Ministerial   discussions,   to  co-ordinate  the 
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work of the sub-groups on practical co- 
operation, to oversee the task of publicizing the 
European defence effort and to make arrange- 
ments for the Ministerial meetings. It normally 
sits under the chairmanship of the Defence 
Counsellor of the country providing the Minis- 
terial chairman. 

Supportfor these three bodies is provided by 
a small Secretariat whose task is to ensure the 
smooth running of day to day business and to 
keep records. Since the creation of Eurogroup 
these functions have been discharged by a 
single delegation—the United Kingdom—in 
order to maintain continuity. 

Outside NATO HO the work of Eurogroup is 
conducted by experts in national capitals. Their 
efforts are concentrated primarily on the seven 
technical subgroups whose tasks and organi- 
sation are outlined on pages 16-23. Experts 
also contribute to the development of general 
Eurogroup policy by briefing national repre- 
sentatives on the Staff Group and the Com- 
mittee of Permanent Representatives. 

The Ministerial chairman informs NATO's 
Defence Planning Committee regularly of the 
current work of the Eurogroup; and the 
Secretary General of NATO and NATO count- 
ries who are not members of the Eurogroup are 
briefed on the outcome of the Eurogroup 
Ministerial meetings. Information on the work 
of the Eurogroup is distributed throughout the 
Alliance; and non-Eurogroup authorities of the 
Alliance often attend subgroup meetings 
where they are of particular interest to the 
Alliance as a whole. Put briefly, the Eurogroup 
operates in an open way at all levels in the 
Alliance. 
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Information Activities 

Appropriate publicity for the European 
defence effort within NATO has always been an 
important goal of the Eurogroup. In recent 
years, this work has been given particular 
emphasis. 

A number of articles have been written on 
the Eurogroup's work, and Ministers and NATO 
ambassadors have given a range of radio and 
television interviews, particularly directed at 
North American audiences. Panels of Euro- 
group experts have regularly paid successful 
visits to North America to explain and discuss 
the defence effort of Eurogroup countries. In 
the other direction, groups of North American 
journalists have been given the opportunity to 
see European defence arrangements at first 
hand and have visited the forces of almost all 
the Eurogroup countries. Talks and briefings 
are given regularly at NATO HQ to a wide range 
of visitors. 

The Future 

As has been stressed throughout this book- 
let, the Eurogroup is a pragmatic organisation 
operating within the framework of the North 
Atlantic Alliance. It is concerned above all to 
reinforce the common security on the basis of 
partnership and confidence between the Euro- 
pean and transatlantic members of the Al- 
liance. 
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The Eurogroup will continue to seek ways ot 
strengthening the collective contribution of its 
members to NATO. It will strive towards the 
achievement of practical results and closer co- 
operation. Its methods and machinery will 
continue to be flexible and responsive to the 
requirements of the Alliance. As it has done in 
the past, Eurogroup will continue to foster the 
European defence relationship with the United 
States and Canada for the benefit of the whole 
Alliance. The close personal attention of 
Ministers will remain a key factor in the 
success of the Eurogroup's work. 

The Eurogroup celebrated its tenth birthday 
in 1978 and is now firmly established as a 
positive force working for the benefit of the 
Alliance. The changes in the political and 
military situation worldwide since 1968 have 
only served to strengthen the need for Euro- 
pean countries to use the resources devoted to 
defence in the most effective way possible and 
to co-operate more closely together on Euro- 
pean aspects of major defence issues. The 
Eurogroup will continue to work to this end. 

No doubt the years ahead will bring further 
changes and different challenges. These will 
be faced with confidence and with the flexibility 
of mind and practice that has characterised the 
Eurogroup at all times. Working within the 
framework of NATO the Eurogroup serves to 
strengthen the European voice and contri- 
bution and through this the effectiveness of 
Alliance defence as a whole. 
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TABLE OF MINISTERIAL CHAIRMEN 

From the formation of the Eurogroup in 1968 
until 1971, the chair at Ministerial meetings 
was taken on an ad hoc basis by a number of 
European Defence Ministers. The following 
Ministers took the chair at various times during 
this period: 

Mr Healey UK 
Mr Segers Belgium 
Mr Den Toom Netherlands 
Mr Schmidt Germany 
Mr Tanassi Italy 

Since 1971, the Ministerial chairmanship of 
the Eurogroup has been held on an annual 
basis. The following Ministers have acted as 
chairman: 

1971 Lord Carrington 
1972 Mr Schmidt/Mr Leber 
1973 Mr Tanassi 
1974 Mr Fostervoll 
1975 Mr Mason 
1976 Mr Vanden Boeynants 
1977 Mr Moller/Mr Sogaard 
1978 Mr Scholten 

UK 
Germany 
Italy 
Norway 
UK 
Belgium 
Denmark 
Netherlands 
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EUROGROUP 
PRINCIPLES OF EQUIPMENT COLLABORATION 

I. OBJECTIVES 

1. It is of the first importance to increase substantially 
the extent and depth of European collaboration in the 
procurement of defence equipment. (Throughout this 
paper the term "procurement" is used in a comprehen- 
sive sense, to cover research, development, production 
and purchase.) This importance derives from two 
main factors : 

a. The execution of numerous separate national projects 
on the scale common in the past causes wasteful 
duplication. This will be less and less tolerable in 
future, and the aim must be progressively to 
eliminate it. 

b. Standardisation of equipment characteristics brings 
major military as well as economic benefits. 

Both these factors are aspects of the basic aim of 
getting the best possible collective defence output from 
the economic input which member countries indivi- 
dually make. 

2. The concept of a special drive for closer equipment 
collaboration among European members of NATO is in 
no way exclusive. It is intended as a pragmatic step 
towards better rationalisation of effort within NATO as 
a whole. The Alliance needs to exploit the resources 
of all its members to the best collective advantage, 
and the European countries will continue to value, and 
indeed in many ways to depend on, closer co-operation 
among all members of the Alliance. 

II. PRINCIPLES 

3. To further the objective systematically, guiding 
principles are needed in the following respects : 

a. The exchange of basic information. 

b. The review of possibilities. 

c. Maximum co-operation in procurement. 

d. Maximum standardisation. 

e. Maximum co-operation in logistic support. 

f. Management and cost control considerations. 
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4. Paragraphs 5-10 below discuss what these guiding 
principles should be. We emphasise that in general 
they should be operated to the maximum possible 
extent through the machinery of NATO. It will be 
both unnecessary and highly undesirable that Eurogroup 
countries should seek to duplicate this machinery. 

5. Exchange of Basic Information. There should be 
a regular and comprehensive exchange of information 
on the timing and content of plans for future military 
equipment. In addition to making full use of the 
extensive arrangements already existing within NATO 
for such exchange, the National Armaments Directors 
of European countries should arrange to maintain 
collectively a special watch, based on data kept 
regularly up-to-date, over areas where collaboration 
seems especially important or promising. They should 
meet at least annually to review the data on these 
areas, to promote the maximum harmonisation of 
concept and timescale, and to identify and exploit 
opportunities for joint action. 

6. Review of Possibilities. When any Eurogroup 
country is preparing or drafting a military planning 
requirement for any item of equipment which could 
offer significant prospects for collaboration, it should 
ascertain from the other countries (either through 
existing NATO and other machinery, or else by 
special enquiry) whether they have the same or 
similar intentions, and whether they have already 
initiated a development on the basis of a relevant 
existing requirement. The member country should 
not finalise the planned characteristics of the equip- 
ment in question until it has satisfied itself that any 
substantial possibilities of harmonisation have been 
explored. It should whenever possible test or other- 
wise assess carefully any equipment developed or 
produced in another member country which might 
prima facie offer promise of meeting the requirement. 

7. Maximum Co-operation in Procurement. Once the 
general possibility of a common need has been 
recognised, the effort should be made firstly to 
harmonise equipment characteristics, and secondly to 
agree how the equipment should be jointly provided. 
As regards the former stage, the harmonisation of 
characteristics should be sought together through study 
and discussion of military, technological and economic 
factors (including cost-effectiveness), taking account 
of   existing    commitments,    timescales   and    financial 
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situations. As regards the latter stage, there can 
be no single optimum pattern for a co-ordinated 
procurement plan; the best solution will vary with 
circumstances — for example, whether or not one of 
the potential collaborators already has a relevant 
national development in progress. Depending on 
circumstances, the right course may be joint develop- 
ment, joint production, manufacture under licence, 
straight-forward purchase, or a combination of methods. 
One nation may take the lead in one or more phases 
of the project, or the work may be shared. Collabora- 
tive procurement may still be highly desirable even 
where the major development or initial production is 
undertaken outside the group of member countries. If 
it proves impracticable to achieve a joint plan for the 
procurement of a system as a whole the 'maximum 
collaboration should still be sought in respect of sub- 
systems and components. The prime aim should be 
to get the best value for defence expenditure; but it 
will be important also that all participating countries 
should have a fair share in the economic, technological 
and industrial advantages of collaboration, not 
necessarily on a case-by-case basis but in the context 
of overall efforts by means of some broadly-based 
equalising arrangements in defence procurement. It 
will be important to pursue this objective on the basis 
of fair opportunity for all countries at each phase of 
the procurement process, in order to maintain the 
willingness of all to cooperate. 

8. Maximum Standardisation. In those areas where 
standardisation is militarily essential, or where joint 
NATO or other agreed standards already exist, coun- 
tries should do their utmost to follow agreed standards. 
Even where, for valid reasons, collaborative procure- 
ment proves impossible, nations should continue to 
attach high importance to achieving and maintaining 
standardisation of characteristics and components, 
especially where joint operation or joint support may 
be in question. These considerations should continue 
to weigh heavily in the evaluation of any modifications 
after equipment has entered service. 

9. Maximum Joint Follow-On Support. The benefits 
of collaborative procurement and standardisation 
cannot be adequately realised unless they are followed 
through into the field of post-design services and of 
logistic support - both production logistics (the procure- 
ment of spares, support equipment and the like) and 
maintenance    logistics    (such    as    the    storage    and 
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distribution of spares, and the provision of servicing, 
repair and test facilities). The search for co-operation 
in these areas, on the widest possible basis of 
participation, should be pursued under the interdepen- 
dent responsibilities both of National Armaments Direc- 
tors and of military logistic authorities. In particular, 
the attempt to evolve co-ordinated arrangements for 
follow-on support should be an automatic accompani- 
ment of any collaborative procurement projects, making 
use to the utmost of existing NATO logistics organisa- 
tions. 

10. Management and Cost Control. The involvement 
of more than one country in an equipment project often 
complicates the problem of effective management 
control. Special attention will need to be paid to 
ensuring such control, particularly as regards the 
cost of development, and appropriate measures will 
have to be considered. It is also important to keep 
close control of production costs. The aims of colla- 
boration would be defeated if cost escalation made it 
impossible for countries (especially the smaller ones) 
to acquire the product, or damaged other fields of 
defence effort. In addition, it is desirable that the 
product should  be  competitive  in  the wider markets. 

EUROGROUP 
PRINCIPLES  OF  CO-OPERATION   IN  TRAINING 

1. OBJECTIVES 

1. In accordance with the overall objective of the 
EUROGROUP "to achieve savings and stimulate im- 
provements in the defence posture by increased co- 
operation", the field of training seems particularly 
qualified for inclusion in such co-operative arrange- 
ments. (In this paper the term "training" is used to 
cover training of individuals or groups of individuals at 
all levels in the acquisition of basic and applied skills. 
It does not cover training in an exercise environment.) 

2. Training experts from the European countries in 
the Alliance established EUROGROUP TRAINING (EU- 
ROTRAINING) in September 1970, with their Defence 
Ministers' approval, in order to: 
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a. improve and expand existing, and as appropriate 
initiate new, bilateral and multilateral training arran- 
gements; 

b. develop these arangements to a point where one 
nation might assume responsibility for training in 
specific areas on behalf of all or some of the 
European partners. 

3. The second of the above aims offers the greater 
scope for savings, in both manpower and finance. In 
addition to saving personnel, training facilities and 
money, increased common training would promote 
better mutual understanding between personnel of dif- 
ferent countries, favour standardization of equipment 
and lead to harmonization of operational and tactical 
doctrines. 

11. PRINCIPLES 

4. The adoption of guiding principles is essential for 
future work on common training and to link the work 
of EURONAD and EUROTRAINING. With this in view 
the following principles have been evolved to provide 
a suitable basis for co-operation in the field of common 
training: 
a. Exchange of information on training  matters. 
b. Co-operation in planning and establishing new 

training facilities. 
c. Harmonization of training procedures and doctrines. 
d. Standardization, finance and cost control. 
e. Establishment of Expert Working Groups. 
f. Co-operation with NATO authorities and agencies. 

Details of these principles are set out in paragraphs 5-10 
below. 

5. Exchange of Information on Training Matters. There 
should be regular and intensive exchanges of informa- 
tion through the established EUROTRAINING Secreta- 
riat on: 
a. Training spaces offered or required; 
b. Experience gained from carrying out specific types 

of training. 

For the purpose of a. above members of EURO- 
TRAINING will list those existing military installations 
that offer substantial advantages for common training. 
The list will indicate training spaces that could be made 
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available to other member nations and will be kept 
up-to-date regularly. For the purpose of b. above 
members will make available to each other reports of 
major developments in training matters and of any 
experience that might be of interest. The EURO- 
TRAINING Secretariat will distribute information on 
training matters on the basis of data furnished by 
EUROGROUP members. National delegations should 
arrange to watch collectively over areas where co- 
operation in training seems especially important and 
promising to identify and explore possibilities for com- 
mon training. 

6. Co-operation in Planning and Establishing New 
Training Facilities. EUROTRAINING will concentrate in 
the future on the investigation of new and extensive 
projects that lend themselves to common training on 
a centralised or regional basis, especially when new 
weapon systems are considered for procurement by 
two or more countries. Member nations agree to 
consult each other before planning and establishing 
new or expanding existing national training facilities in 
order to ascertain whether: 
a. any new or additional training requirement can be 

met by using the existing facilities in other countries, 
or expanding them at low cost, and, 

b. other countries have the same or similar requirement 
for training, so as to favour the establishment of a 
common  European training facility. 

7. Harmonization of Training Procedures and Doctrines. 
Member nations agree that it will be necessary to 
develop guidelines for common training and to investigate 
how far national training procedures can be harmonized. 
They realise the difficulties of implementing this prin- 
ciple owing to differing national characteristics and 
requirements, but it will be important to pursue this 
objective in order to maintain the willingness of all to 
co-operate. The closer members' doctrines come 
together the greater will be the scope for common 
training. For example, the common use of tactical 
trainers may well develop further the harmonization of 
tactical doctrines which exists already to a considerable 
degree amongst NATO countries. 

8. Standardization, Finance and Cost Control. In those 
areas where standardization is essential, or where 
NATO or other agreed standards already exist, EURO- 
GROUP countries should follow these agreed standards. 
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The existing "Guidelines for the Financing of Common 
EUROGROUP Training Projects" should continue on 
their present basis until they are incorporated in a 
STANAG on Principles and Procedures for the Conduct 
and Financing of Common Training. The Guidelines 
should also provide a common basis for the determina- 
tion of costs. 

9. Establishment of Expert Working Groups. The in- 
volvement of two or more EUROGROUP nations in a 
given or planned training project will generally require 
the establishment of a Working Group of specialists to 
co-ordinate investigation, recommendations and follow- 
on action and to promote continuing co-operation in a 
particular field of training. 

10. Co-operation with NATO Authorities and Agencies. 
Member nations further agree to continue to make 
available to the greatest possible extent their national 
or common training facilities to all armed forces of the 
North Atlantic Alliance in accordance with paragraph 5 
above. They consider co-operation between EURO- 
TRAINING and NATO authorities or agencies essential 
and important to avoid any unnecessary duplication of 
effort. 

III. CONCLUSION 

11. It must be stressed that principles in themselves 
cannot compel co-operation; they can only improve the 
conditions for it. Although in the final resort training 
functions are a national responsibility, decisions on the 
practical implementation of these principles will still 
require strong direction from EUROGROUP Ministers 
themselves and determination to accept flexibility in 
the assessment of national training requirements and 
constraints in order to achieve the long-term objectives 
of EUROTRAINING. 

EUROGROUP 
PRINCIPLES OF CO-OPERATION IN LOGISTICS 

I. OBJECTIVES 

1. One of the important overall objectives of the Euro- 
group is to increase co-operation in defence among 
member nations.   The field of logistics is one in which 
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there is scope for improvements of this kind. Although 
the provision of logistic support for NATO-assigned 
forces is at present a national responsibility, closer 
collaboration in logistic support will enable member 
countries whose forces are deployed in the same area 
with similar or complementary operational responsibili- 
ties to make more efficient and economical use of their 
logistic resources. 

2. The ultimate objective is to achieve the closest 
possible integration of logistics systems among Euro- 
group members in respect of the forces they assign to 
NATO. This is, however, dependent on fundamental 
changes in the arrangements for financing those 
logistics systems and for the procurement of equip- 
ment; and also on the achievement of much greater 
standardization of weapons and equipment than exists 
at present. In the meantime, worthwhile progress 
towards the objective can be made by developing co- 
operative logistic arrangements and co-ordinated pro- 
cedures wherever the opportunity exists and greater 
efficiency and cost-effectiveness would result. 

II. PRINCIPLES 

3 The following principles have been drawn up to 
provide a basis for co-operation in the field of logistic 
support: 
a. New Collaborative Projects for Weapons Systems 

and Major Equipments. Practical possibilities of 
collaboration in support of weapons systems and 
major equipments (eg, maintenance, repair and spares 
provisioning) are limited by the differences between 
weapons and equipments at present used by the 
member countries. A major effort is now being 
made by Eurogroup countries through the work of 
EURONAD to promote standardization of new wea- 
pons and equipment by means of collaborative 
projects. Member countries have already agreed in 
the Principles of Equipment Collaboration that the 
requirement to attempt to evolve co-ordinated arran- 
gements for follow-on support should be an automatic 
accompaniment of any collaborative procurement 
project. EUROLOG will work with the relevant agen- 
cies to satisfy themselves that appropriate arrange- 
ments are being made in each case. 

b. Other New Equipment Projects.    Member countries 
agree that  a  similar  effort  to  evolve  co-ordinated 
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arrangements for follow-on support should be made 
when any new weapon or equipment is under consi- 
deration or adopted by two or more countries, 
whether or not the particular item is categorized as 
a collaborative procurement project. 

c. Existing Weapons or Equipments. Member countries 
agree that consideration should be given to the pos- 
sibility of co-operation in the logistic support of 
existing weapons and equipments used by more than 
one country which are not already the subject of 
co-operative arrangements. 

d. Harmonization of Logistic Procedures. Member coun- 
tries agree that every effort will be made to har- 
monize/standardize logistic procedures with the 
object of achieving increased flexibility in logistic 
support. 

e. Future Logistic Planning. Member countries agree 
that they should exchange information regularly about 
logistics, including information on planned logistic 
projects, with the general aim of enabling others to 
join in such projects if this would be of advantage. 
They agree also that there should be a regular ex- 
change of information on the evaluation of national 
logistic concepts. 

III. METHOD  OF IMPLEMENTATION 

4. Responsibility for implementation of these principles 
lies with Eurogroup countries, under the direction of 
Eurogroup Ministers. The sub-group established in the 
field of logistics (EUROLOG) has so far devoted its 
main efforts to examining the possibilities of logistic 
co-operation between the land forces in the Northern 
Army Group, between the air forces in the Second 
Allied Tactical Air Force and between the navies which 
operate in the Channel and the North Sea. The coun- 
tries providing these forces are at present represented 
on EUROLOG. It is open to other Eurogroup countries 
to join EUROLOG when subjects of interest to them 
are under consideration. 
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The Independent European Program Group (IEPG) 

Historical "background 

EUROGROUP Defense Ministers declared in November 1975 

that European armaraents cooperation and the principles 

of a "two way street" can only be effective if Euro- 

pean countries jointly pool their economic, technical 

and financial resources.  The prerequisite for this 

was to get France to join.  One had to keep in mind 

that Erance did not accept the EUROGROUP as a forum 

of such armaments collaboration.  That is why it was 

thought to create a new body which would enable Prance 

to join.  In February 1976, the Undersecretaries of 

11 European NATO partners agreed to set up an Inde- 

pendent European Program Group, independent of NATO 

and of the EUROGROUP.  Portugal joined the IEPG in 

November 1976. 

Aims and objects and organisation of the IEPG 

The work of the IEPG is to be done within the follow- 

ing general political framework : 

to strengthen European collaboration, 

to utilize all sources of the Alliance and 

- to maintain conventional forces to a reasonable 

extent. 

It is expressly said that the work of the IEPG should 

follow the spirit of the Alliance and that national 
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responsibilities should remain untouched. 

The following aims have been fixed : 

- to enable an effective use of the financial 

resources for   R&D and for procurement, 

- to increase standardisation and interoperability 

of_equipment, by which cooperation in the fields 

of logistics and training are facilitated, too, 

- at the same time to strengthen the European com- 

ponent in the relation with the United States 

and Canada. 

This necessitates the following tasks : 

- to harmonize equipment plans and replacement 

schedules; 

- to agree on joint projects and 

to establish guidelines for an adaption 

- step by step - of the structure and capacity 

of the European defense industry to the require- 

ments, utilization of possibilities of a fair 

competition when looking for cost effective 

solutions, recognition, consideration of justi- 

fied vested interests of countries without major 

armament industries. 

It was decided, based on the experience gained within 

the EUROGROUP, that the organisation and procedure 

of the IEPG should be flexible, pragmatic and without 

any fixed form.  Existing collaboration should not be 
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hindered by the activities of the IEPG.  In order 

to avoid duplication, one should check whether the 

results and findings of other bodies of the Alliance 

could be used. 

The set up of the IEPG : 

- The political guidance is in the hands of the 

Undersecretaries of the Defense Ministers of the 

IEPG raeiDber countries.  This proves that the 

IEPG is the only European forum of international 

armaraents cooperation where there does not yet 

exist a ministerial level. The Undersecretaries 

meet at least once a year in order to discuss 

problems of interest and concern and to give 

guidance for the work of the IEPG; 

- The practical work is done under the guidance of 

the National Armament Directors of the IEPG coun- 

tries who meet twice a year.  They make the neces- 

sary decisions in the respective subject matters 

and give recommendations on principle, questions 

which the Undersecretaries are requested to de- 

cide upon. 

The IEPG has three Panels : 

- Panel I is chaired by the United Kingdom and deals 

with European equipment planning, with the replace- 

ment schedules of the IEPG partners.  According to 

its scheme of data, the armaments plans of the IEPG 

member states, until about the 19903, are consider- 

ed in a comparative analysis.  The goal is to iden- 

tify projects which leave hope for possible and 

necessary cooperation. 
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Panel II , with Belgium in the chair,  is tasked with coordi- 
nating specific projects. 

Presently, there are fiY5__§^_^29_^2r^i5S Sr2y25» i.e. 
(1) MBT - 105 improved ammunition (Ge) 

This group has produced its final reports and recommends 

the adopting  of the British PPL^ammunition as the preferred 
IEPG - round of improved 105 tank gun ammunition and the 
creation of a Steering Committee 

(2) Tactical Combat Aircraft for the 1980s-1990s (UK) 
(This seems to be the most important IEPG project ) 

(3) Short-range unguided anti-tank weapons (It) 

(4) Mine hunter ( Fr) 

(5) Full width mechanically laid minefield system (Ge) 

There_are rfi§|^_Exgl oratory JSrougs: 

(1) Lightweight Torpedoes (UK) 
(2) Military Helicopters (UK) 

(3) Medium/Long-range guided /unguided anti-tank weapons (Fr) 
(4) Man-portable  surface-air guided weapon (Ge) 
(5) Army mine systems (ML) 
(6) Versatile naval exercise mines (^/^ 
(7) Minesweeping (Fr) 
(8) Future Long-range Maritime Patrol Aircraft (Fr) 

The exploratory groups are tasked with trying to find possibili- 

ties of cooperation.  They are to submit recommendations If and 
under what conditions work is to be continues. 

The  former exploratory group  on fast patrol boats 
was disbanded  in April 1978. 
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Panel III, chaired by Germany,  deals with defense economics 

and procedures and has the following subgroups: 

-Project procedures (Be) 

This subgroup has produced peoposals for guideslines 

on IEPG Common Armaments and Equipment Procurement 

Procedures which will be presented to the IEPG -NADs 

on 2/3 April 1979. 

-Compensation (No) 

-Competition.Transfer of technical Know-how (Ge) 

-Industrial Cooperation - Rationalisation (Fr) 

(This is the group I mentioned in connection with the 

SAC of the WEU) 

and 

-Arms Export  (It) 
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CONFERENCE OF NATO ARMAMENTS DIRECTORS 

Dr. William J. Perry 
Under Secretary of Defense 

for Research and 
Engineering 

Washington, D. C.  20301 

General Fabio Moizo 
Segretario Generale 
Ministero Delia Difesa 
Via 20 Settembre 
Roma, 00100 
Italy 

Major General E. De Wilder 
First Deputy, Chief of Staff 

(Joint Staff, JSB) 
Ministry of Defense 
Lambermont 6 8 
1000 Brussels, Belgium 

Lt General J. Hensen 
Director General for Materiel 
The Ministry of Defense 
Room C12 0 
Plein #4 
The Hague, Netherlands 

Mr. L. G. Crutchlow 
Assistant Deputy Minister 

(Materiel) 
National Defense Headquarters 
Ottawa K1A0K2 
Ontario, Canada 

Mr. M. Frederiksen 
Head of Division 
Ministry of Defense 
Slotsholmsgade 10 
DK-1216 
Copenhagen K, Denmark 

General Jean Francois Martre 
Delegate General for Armaments 
14 Rue Saint Dominique 
75997 Paris Armees 
France 

Dipl.-Ing. Hans L. Eberhard 
Ministerialdirektor 
Head of Armament Division 
Federal Ministry of Defense 
Al Rue 
Postsach 1328 
5300 Bonn, West Germany 

Mr. Helge Omreng 
Director General, Logistics 

and Procurement 
DET KONGELIGE FORSVARS- 

DEPARTMENT 
(Sorkedalsvelen 148) 
Postboks 8126 Dep 
Oslo 1 
Norway 

Major General J.M.S. da Costa 
Alvares 

Estado-Maior General das Forcas 
Armadas 

EMGFA-Ilha da Madeira 
1300 Lisbon, Portugal 

Sir Clifford Cornford, KCB 
FRAES 

Chief of Defense Procurement 
Ministry of Defense 
Room 6 377 
Main Building 
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DEPARTMENT OF COMMERCE CONTACT 

Mr. William Hayden, Chief, International Organizations and 
Strategic Systems Branch, Major Pro- 
jects Division 

Office of the Assistant Under Secretary 
for Export Development, Department of 
Commerce 

Washington, D. C.  20230 

(202)   377-4331 
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WASHINGTON EMBASSY CONTACTS 
FOR RATIONALIZATION, STANDARDIZATION, AND INTEROPERABILITY 

AUSTRALIA 

Mr. T. T. KAINE, Counsellor (Defence Supply), 
Mr. J. T. FITZGERALD, Defence Industry Representative 
Embassy of Australia 
1601 Massachusetts Avenue, N.W. 
Washington, D. C.  20036 
(202) 797-3000 

BELGIUM 

Col. ARMAND TROQUET, Defense and Armed Forces Attache' 
Embassy of Belgium 
3300 Garfield Street, N.W. 
Washington, D. C.  20008 
(202) 333-6900  Ext. 234 

CANADA 

Mr. JAMES BOND, Counselor (Defense Production) 
Embassy of Canada 
2450 Massachusetts Ave., N.W. 
Washington, D. C.  20008 
(202) 483-5505 

DENMARK 

Capt. HELGE NIELSEN, RDN, Defense and Armed Forces Attache1 

Royal Danish Embassy 
3200 Whitehaven Street 
Washington, D. C.  20008 
(202) 265-1100 

FRANCE 

Col. JEAN-PIERRE LEPREUX, Chief Military Technical Mission 
Embassy of France 
2164 Florida Avenue, N.W. 
Washington, D. C.  2000 8 
(202) 328-4610 

FEDERAL REPUBLIC OF GERMANY 

Mr. HANSPETER L. SCHWALBER, Attache'(Defense Research 
and Engineering) 

Embassy of the Federal Republic of Germany 
4645 Reservoir Road, N.W. 
Washington, D. C.  20007 
(202) 331-3288 
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GREAT BRITAIN 

Mr. ARTHUR J. MONK, Counselor (Defense Equipment) 
British Embassy 
3100 Massachusetts Avenue, N.W. 
Washington, D. C.  20008 
(202) 462-1340 

GREECE 

Brig. Gen. JOHN MASTAGAKIS, Defense Attache' 
Embassy of Greece 
2228 Massachusetts Avenue, N.W. 
Washington, D. C.  20008 

ITALY 

(202) 234-5695 

Brig. Gen. LUIGI RAMPONI, Military Attache', 
Lt. Col. CARMELO CARUSO, Assistant Attache' 
Embassy of Italy 
2110 Leroy Place, N.W. 
Washington, D. C.  20008 
(202) 265-3570 

NETHERLANDS 

Rear Admiral GERARD IJZERMAN, Defense & Naval Attache' 
Embassy of the Netherlands 
42 0 0 Linnean Avenue, N.W. 
Washington, D. C.  20008 
(202) 244-5300 

NORWAY 

Lt. Gen. EINAR TUFTE-JOHNSEN, Defense Attache' 
Royal Norwegian Embassy 
2720-34th Street, N.W. 
Washington, D. C.  20008 
(202) 333-6000 

PORTUGAL 

Capt. JOSE MANUEL NINY DOS SANTOS, Defense Attache', 
Mr. ROQUE FELIX DIAS, Commercial Counselor 
Embassy of Portugal 
212 5 Kalorama Road, N.W. 
Washington, D. C.  20008 
(202) 265-1643 
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SWITZERLAND 

Brig. Gen. HEINRICH KOOPMANN, Defense and Armed Forces 
Attache, 

Capt. JORG MARBACH, Assistant Defense Attache1, 
Mr. HEINZ H. HUEGLI, Assistant Attache' (Defense Procurement) 
Embassy of Switzerland 
2900 Cathedral Avenue, N.W. 
Washington, D. C.  20008 
(202) 462-1811 

TURKEY 

Brig. Gen. IRFAN SARP, Defense Attache' 
Embassy of the Republic of Turkey 
2202 Massachusetts Avenue, N.W. 
Washington, D. C.  20008 
(202) 387-6137 
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DEFENSE ATTACHES IN U.S. EMBASSIES 

AUSTRALIA 

Col. WARWICK H. GLASCOW, Defense Attache' 
American Embassy, Canberra, A.C.T. 
APO San Francisco  96404 
Phone:  062-733-711, Ext. 205, 207, 208, 211 

BELGIUM 

Col. HOWLAND S. RUSSELL, Defense Attache' 
American Embassy, Belgium 
2 7 Boulevard du Regent, 
Brussels, Belgium 
APO New York  0966 7 
Phone:  513-38-30, Ext. 509, 524, 234, 514, 235 

CANADA 

Col. WILLIAM W. VON HAUSEN, Defense Attache 
American Embassy, Canada 
141 Cooper Street, 
Ottawa, Canada 
Phone:  613-995-7549 

DENMARK 

Capt. ROBERT T. FRANKENFIELD, Defense Attache 
American Embassy, Denmark 
Dag Hammarskjolds Alle 24, 
Copenhagen, Denmark 
APO New York 0 917 0 
Phone:  423144 

FRANCE 

Brig. Gen. ROSWELL E. ROUND, Jr., Defense Attache 
American Embassy, France, 
2 Avenue Gabriel, 
Paris, France 
APO New York  097 77 
Phone:  296-1202/261-8075, Ext. 2650, 2656 

GERMANY (ERG) 

Col. JACK G. CALLAWAY, Defense Attache 
American Embassy, Bad Godesberg 
Bonn, Germany 
Box 335, APO New York 09080 
Phone:  2221-89-3015 or 3021 
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GREECE 

ITALY 

Capt. THOMAS V. SOLAN, Defense Attache' 
American Embassy, Greece 
9 0 Queen Sofias Avenue, 
Athens, Greece 
APO New York  09253 
Phone:  671-2951, Ext. 204, 212, 282, 285 

Capt. HARDY N. ROSE, Defense Attache' 
American Embassy, Italy 
VIA VENUTO 119, Rome, Italy 
APO New York  09 79 4 
Phone:  4674 Ext. 524,103,502 

NETHERLANDS 

Capt. GEORGE N. LAROCQUE, Defense Attache' 
American Embassy, Netherlands, 
Lange Voorhout 102, 
The Hague, Netherlands 
APO New York  09159 
Phone:  624911, Ext. 368, 370 

NORWAY 

Col. DANIEL J. BAUMGARTNER, Defense Attache' 
American Embassy, Norway 
Drammensvien 18, Oslo, Norway 
APO New York  090 85 
Phone:  56-6880, Ext. 831, 832, 834, 835, 861, 863, 86' 

PORTUGAL 

Col. ALBERT D. AUDETTE, Jr., Defense Attache1 

American Embassy, Portugal 
Avenido Duque de Louie 39, Lisbon, Portugal 
Phone:  55-5528, 57-0748 

SWEDEN 

Col. MICHAEL R. KEATING, Defense Attache' 
American Embassy, Sweden 
Strandvagen 101, 
Stockholm, Sweden 
Phone:  63-05-20, Ext. 210 

SWITZERLAND 

Col. MANFRED KELMAN, Defense Attache' 
American Embassy, Switzerland 
Jubilaumsstasse 93-95, Bern, Switzerland 
Phone:  437-011, Ext. 249 
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TURKEY 

Col. ROBERT B. KING, Jr., Defense Attache' 
American Embassy, Turkey 
Ataturk Bulvari 110, Ankara, Turkey 
APO New York  09254 
Phone:  26-55-61, Ext. 310,311 

UNITED KINGDOM 

Capt. THOMAS M. VOJTEK, Defense Attache' 
American Embassy, UK 
24 Grosvenor Square, W.I., 
London, England 
FPO New York  09510 
Phone:  239-0123, Ext. 761 
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PROGRESS REPORT 

CNAD AD HOC STUDY GROUP FOR A POSSIBLE PERIODIC ARMAMENTS PLANNING SYSTEM 

(PAPS) 

1 November 1979 

In the fall of 1976 the Conference of National Armaments Directors 

(CNAD) established an Ad Hoc Study Group to examine a possible Periodic 

Armaments Planning System (PAPS) for use by NATO. This action stemmed 

from a general concern on the part of the National Armaments Directors 

(NADS) that national equipment programs were not sufficiently 

responsive to the needs of NATO forces, especially in the areas of 

standardization and interoperability of weapons. 

NATO ARMAMENTS PLANNING REVIEW (NAPR) 

The first year of study resulted in a procedure called the NATO 

Armaments Planning Review (NAPR). This procedure (Fig. 1) consists of 

an annual input from nations of their plans to replace currently 

deployed equipment. A second input is an assessment by the NATO 

Military Authorities (NMAs) of the priorities for standardization and/ 

or interoperability in key categories of equipment (mission areas). 

The European input is provided through the Independent European Program 

Group (IEPG) and the U.S. and Canadian inputs are provided separately. 

The replacement schedules and NMA inputs are provided to the NATO 

International Staff and the Main Groups 1/ to be reviewed for 

opportunities for cooperation not previously exploited. The review can 

also identify areas where nations are diverging from standardization or 

]_/  NATO Army Armaments Group (NAAG) 
NATO Naval Armaments Group (NNAG) 
NATO Air Force Armaments Group (NAFAG) 
Tri-Service Group on Communications and Electronic Equipment (TSGCEE) 
Tri-Service Group on Air Defense (TSGAD) 
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interoperability as a result of independent national decisions. 

The conclusions and recommendations drawn from this review are then 

provided to the CNAD for action. 

At the fall 1977 meeting the CNAD directed that a trial be 

conducted using a few equipment categories to determine the utility 

of these procedures. The results have now been analyzed by the 

National Armaments Directors' representatives (NADREPS) and final 

procedures were approved by the CNAD this fall. With these 

procedures adopted by the CNAD, NATO planners will gain better 

insight into national equipment replacement plans (a process which 

has been random at best in the past) and national perspectives should 

be better reflected in NATO decisions. 

Two other benefits should accrue: first the NMAs judgment on 

priorities will be considered at an early point in the CNADs 

decision process, thus having more impact on equipment decisions. In 

many cases collaborative projects have suffered because the NMA's 

military judgment has been available too late in the decision process. 

A second benefit is that NAPR elevates progress or lack of progress 

towards standardization and interoperability to high-level national 

authorities (NADs) who can take appropriate action at home or within 

NATO if things aren't getting done. 

STRUCTURE FOR NATO PLANNING 

A drawback of NAPR is that the data reflect a rather mature 

stage of national planning. When national equipment replacement 

schedules are firm it is difficult to accommodate program changes 

brought about via attempts to collaborate. A major problem has been 

a lack of early visibility into national military requirements and a 

NATO review before national commitments were made. A second but 

related problem was incomplete information on national plans and a 

lack of discipline in the reporting process for collaborative programs, 
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Since NAPR partially addressed the second problem area and was under 

trial, the Study Group focused on developing a solution to the first 

problem; that of encouraging early discussions of military 

requirements. 

The first task was to reach agreement on what was meant by early. 

This was achieved by defining the phases of a weapon system's life 

cycle and the activities embodied within those phases. Six phases 

were agreed as representative of a typical weapon system life cycle: 

(1) Prefeasibility 

(2) Feasibility 

(3) Development 

(4) Production 

(5) In-Service 

(6) Disengagement 

These are shown graphically in Figure 2 with reference to the 

equivalent phases of the DoD Acquisition Process (DSARC). 

There is a great deal of similarity between PAPS and the DSARC 

process, but two differences are worth noting. First, PAPS defines 

the start of the weapon system life cycle as the point when military 

authorities forward the mission need. This is somewhat earlier than 

the DoD, since we define the start as the point when approval of the 

need is obtained from the Secretary of Defense. PAPS also recommends 

attention be given to the in-service and disengagement phases at the 

mature stages of the weapons system life cycle, whereas DSARC 

visibility terminates at the production decisions. 

The CNAD agreed that procedures for the joint conduct of the 

first two phases of PAPS should be developed, underlining a concern 

that national programs were often begun without considering the needs 

of NATO. There was, however, disagreement on whether a structure 

for the subsequent phases would be of value. Some NADS believed that 

an effective NAPR would provide sufficient information to augment 

existing reporting procedures and provide adequate oversight of mature 
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programs. At the fall 1978 meeting the CNAD directed further 

development of the procedures for Phases 1 and 2 and preparation of a 

trial plan to evaluate their utility. Further work on Phases 3 

through 6 was to take second priority. 

TRIAL OBJECTIVES 

Within Phases 1 and 2 of PAPS, there are four decision points or 

Milestones (Fig. 3): the first is the point where a Mission Need 

Document (MND) is forwarded by a military authority through NATO to 

NADs for review and possible action. The second milestone occurs 

when two or more nations have agreed to an Outline NATO Staff Target 

(ONST). This document restates the mission need and identifies 

technical, financial and schedule factors which form the basis of 

joint prefeasibility studies. The ONST is roughly the equivalent of 

the DoD Mission Element Need Statement (MENS). The third milestone 

occurs at the conclusion of prefeasibility studies, which, in the 

DSARC would be equivalent to reaching Milestone I. At this time a 

NATO Staff Target (NST) is completed which forms the basis for 

feasibility studies. A Memorandum of Understanding (MOU) is also 

signed by those nations which agree to conduct feasibility studies. 

The fourth milestone occurs at the completion of the feasibility 

studies and the drafting of a NATO Staff Requirement (NSR) which 

deta Is the performance goals of the system to be designed. In the 

U.S. DSARC process this is equivalent to the completion of the 

validation phase and Secretary of Defense approval to enter full-scale 

development (Milestone II). 

The trial has two basic objectives. First, to assess the impact 

of mission needs which are directly transmitted from national or 

NATO military authorities to the NADs. The second objective is to 

examine the utility of direct NAD involvement in the decisions that 

occur at subsequent milestones. This second objective addresses a 
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perceived decoupling between decisions made by subgroups of the 

Main Groups on weapons programs and decisions made by the NADs. 

Decisions now made at the subgroup level may not reach the NAD, who 

may inadvertently make recommendations or take actions which are 

contrary to the subgroup agreements. Further, agreements on major 

programs by MAG Subgroups affect national programs and must have 

high-level national support to be successful. This support can be 

provided by the NADs and their staffs thus adding momentum to 

important cooperative programs. The communication channels 

established by PAPS on major programs should help keep the NADs and 

Main Groups closer together. 

TRIAL PLAN 

Given a trial period of reasonable length it is not possible to 

follow a program from its introduction as a mission need through the 

decision to enter full-scale development. The trial examines the 

decision process in time segments surrounding each milestone (Fig. 3) 

and the flow of information between NATO working groups and the 

decision levels within nations. The methods of work employed by the 

Main Group subgroups between these time segments will not be 

evaluated. These are a function of the problem at hand, the technology 

involved and the acquisition strategy followed by the nations and are 

not an issue for the trial. 

Because mission need preparation and processing have characteristics 

unique from the decision processes at other milestones, this activity 

is being treated separately in the trial. Also, because the decision 

processes at subsequent milestones have similar characteristics, 

the three were combined; For the mission needs, all NATO organizations 

and nations were requested to provide examples for the trial.  It 

was important that these be actual mission needs and not simulated 

ones because high-level officials will be asked to make decisions on 
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national involvement in cooperative efforts and Main Group subgroups 

will be tasked accordingly.  In this sense the utility of mission 

needs is being evaluated but with "live ammunition". A total of 

nine Mission Need Documents (MNDs) were received for use during the 

trial and two or three more are anticipated. 

To obtain candidate programs for evaluating NAD involvement at 

subsequent milestones, the Chairmen of the Main Groups were requested 

to identify programs which were expected to reach one of the three 

milestones during the trial period. Again, the intent was to use 

only actual programs which were planned targets for cooperation. 

Ten programs were selected to monitor. When decision points are 

approached, a parallel decision channel will be activated through 

the NATO structure to the National Armament Directors and back to 

the action group. Through this channel the NADs will provide 

decisions on the degree that their nations will participate in the 

next stage of these cooperative programs. 

The trial is scheduled for completion by summer 1980. The 

processing of the Mission Need Documents and subsequent evaluation 

should be completed by that time so firm recommendations can be 

made at the fall 1980 CNAD meeting.  If the Main Group subgroups 

encounter delays in reaching milestones, final recommendations for 

these milestones may not be available until the spring 1981 CNAD 

meeting. However, since the mission need processing is largely 

independent of the events that follow, a two stage implementation 

should cause no special problems.  In fact, it may be beneficial to 

gain acceptance of the first process (mission needs) before adding 

the second (NAD involvement). 

INTEGRATION OF PAPS AND NAPR 

With the conclusion of the trial and possible implementation of 

procedures for PAPS Phases 1 and 2 by the spring of 1981, one 

additional item needs attention --- the integration of NAPR into the 
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PAPS structure. By fall 1980, sufficient information should be 

available on the success of NAPR and the potential acceptance of 

PAPS procedures that the CNAD may direct an examination of ways to 

integrate the two. NAPR should provide the so-called "feedback" on 

replacement plans and augment other existing reporting procedures 

within NATO, thus providing the CNAD with sufficient information on 

major programs, regardless of their state of maturity. 

This examination should naturally resolve the disagreement now 

surrounding the need for further structuring of PAPS Phases 3 

through 6. If the process of involving the NADs and obtaining their 

decisions at early milestones is adopted, it may be applied to the 

decisions at the final milestone prior to production. This would 

provide a method whereby nations who have not participated in the 

research and development phase of a major program will be able to 

obtain information to make decisions on entering into co-production 

or dual-production agreements or to simply procure the weapon. 

This process occurs today, but on an Ad Hoc basis and opportunities 

for co-production or common procurement are missed because 

information is not available or is too late to be of value. 

If integration is completed along these lines the PAPS process 

will include three elements: 

(1) The receipt and processing of Mission Need Documents 

from NATO or National Military Authorities with 

NAD involvement in the initial decision by nations 

to participate; 

(2) A method whereby National Armaments Directors provide 

the CNAD with national positions on the degree of 

participation in cooperative activities such as 

prefeasibility (concept formulation), feasibility 

(validation) and full-scale development; and 

(3) A periodic review of national equipment acquisition 

plans and assessment of progress made towards 

enhanced cooperation. This includes the identification 
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of areas where divergence is beginning to occur so 

that proper action can be taken. 

The goal is to provide this complete package for CNAD approval 

by spring 1981. 

THE DSARC/PAPS INTERFACE 

Because of similar definitions and procedures, PAPS and the 

DoD Acquisition Processes should complement one another. Under DoDD 

5000.1 a Service identifies needs and develops a draft MENS for 

each of those which may become major'programs. The MENS is first 

coordinated within the Service staffs resulting in a document which 

represents the Services position with regard to the mission need. 

The MENS is then forwarded to OSD for comment and finally to the 

Secretary of Defense for approval. 

If a particular need has potential NATO application and may 

represent a target for cooperation within the Alliance, the Under 

Secretary of Defense for Research and Engineering, acting in his 

capacity as the U.S. NAD, could forward the draft MENS to NATO as a 

Mission Need Document (MND) under PAPS. Specifically, the draft 

MENS (now an MND) would be sent to the Assistant Secretary General 

for Defense Support. The MND would be transmitted to other nations 

for review and a decision on their degree of initial participation. 

The DoD review of the MENS would proceed as usual and in parallel 

a meeting would be called for a Main Group subgroup to take action on 

the MND. 

The results of a U.S. and a NATO review can then be reflected 

in the final approved MENS providing a sound basis for collaborative 

R&D from the start. (The MENS would have a NATO equivalent in an 

Outline NATO Staff Target.) If this process is conducted in parallel, 

time will not be lost; in fact, it may preclude delays in new starts 

due to concerns raised regarding NATO standardization goals in the 

MENS and specific plans for Concept Formulation (Phase 0). 
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The process of approval of the DCP for Milestone I, II and III 

parallels NAD reviews under PAPS. Activation of the PAPS process 

could form a part of the normal DCP coordination process prior to a 

DSARC. Although the PAPS trial only considers activities up 

through completion of feasibility studies (DSARC Milestone II) the 

concept should be valid through full-scale development (DSARC 

Milestone III), providing DSARC/PAPS compatibility from the draft 

MENS to the completion of full-scale development. 

PAPS/EUROPEAN INTERFACE 

The PAPS structure being developed is compatible with a number 

of European systems and a concept recently developed within the IEPG. 

Therefore, the similarities noted between PAPS and DSARC will likely 

hold for most other nations and the procedures could be widely adopted 

without major structural changes to national systems. 
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Figure 1. 
NATO Armaments Planning Review 
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