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DEBT OR 
DEFENSE?

DIFFICULT CHOICES 
OF A FINANCIALLY 

CONSTRAINED NATO

Heather A. Conley 
and Tim Adams

Imagine if  the International Security Assistance Force 
(ISAF) in Afghanistan only consisted of  11 contributing 
nations as opposed to the 48 that contribute today. 
Imagine if  ISAF had only 90,000 American soldiers 
at its disposal rather than the 132,000 troops and 37 
European countries currently engaged. Would the 
United States continue to shoulder the burden in 
Afghanistan if  it had to make up for the loss of  25 
percent of  overall forces? 

Imagine if  there were not 13 European allies contribut-
ing to Libyan Operation Unifi ed Protector but just 5 
non-European countries—the United States, Canada, 
Jordan, Qatar, and the United Arab Emirates. Imagine 
if  air bases and ports in European countries were not 
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available. Would there still be a military operation, 
or would Washington have to live with Muammar 
el-Qaddafi ’s unfettered rule? 

These are not fanciful hypotheticals, but real pos-
sibilities of  what a future world could look like if  
European allies sharply decrease their robust con-
tribution to NATO and UN operations on account 
of  their high levels of  sovereign debt. Although 
it is a false choice, Europeans may be forced to 
choose the S&P (Standard and Poor’s) over PGMs 
(precision-guided munitions).

European leaders are facing a bleak economic pic-
ture with ballooning public debt as a percentage of  
GDP and anemic economic growth by historical 
standards over the next fi ve years. The fi gures are 
staggering, as of  April 2011: 

• Greece, which spends the highest percent-
age of  GDP of  any European NATO mem-
ber on defense (second only to the United 
States), is projected to have its public debt 
reach 150 percent of  its GDP by 2014. For 
the past two years, the Greek economy has 
had negative growth –2 percent (2009) and 
–4.8 percent (2010). 

• Italy had a public debt worth an estimated 
118 percent of  its GDP in 2010.

•  France, which had the highest outlay of  de-
fense in 2008, held 84 percent of  its public 
debt as GDP in 2010.

Europe may have already made its decision. As 
discussed in a new CSIS report led by Dr. Stephen 
Flanagan, A Diminishing Transatlantic Partnership? The 
Impact of  the Financial Crisis on European Defense and 
Foreign Assistance Capabilities, the three most capable 
European NATO allies—the United Kingdom, 
France, and Germany—that represent 65 percent 
of  all defense expenditures in European NATO 
and 88 percent of  all research and technology 
investment have already signifi cantly reduced their 
defense budgets. 

The UK’s Strategic Defense and Security Review 
(SDSR) initiated an 8 percent cut in defense 
spending over the next four years with funding 
for a number of  programs not assured and further 
cuts after 2014 likely. 

Since 2008, the French have called for sharp 
reductions in the number of  their forces from 
270,000 to 225,000 with corresponding budget 
cuts over the subsequent six to seven years. The 
2011 French budget plan seeks a cut of  €5 billion 
over the next three years in defense spending. 

In Germany, a major reform effort to abolish 
conscription and reduce the budget could cut troop 
levels from 250,000 to 158,000 and is now considering 
defense cuts of  €8.3 billion through 2015.

The constrained capabilities of  European military 
forces in Libya are an ominous indicator of  the 
unintended strategic consequences of  the past 
decade of  underinvestment in European defense. 
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A recent report by the British House of  Commons 
revealed that a British budget decision not to train 
Typhoon (Eurofi ghter) pilots for ground attack 
missions had important consequences for the 
Libya mission. 

Three weeks into the air campaign, only 4 out 
of  82 Typhoons had been made available due to 
shortages of  equipment and pilots trained for 
ground strikes. Moreover, the decision to take the 
Ark Royal air carrier and its Harrier jump jets out 
of  service has constrained the UK’s overall opera-
tional fl exibility in Libya. 

The impact of  austerity and strained defense re-
sources are clearly fraying NATO solidarity. NATO 
secretary general Anders Fogh Rasmussen recently 
noted that a decade ago the United States accounted 
for just under 50 percent of  total Alliance defense 
spending. 
Today, the 
U.S. share 
is closer 
to 75 per-
cent, and this transatlantic imbalance of  defense 
effort and capabilities is projected to grow. An Alli-
ance that is so reliant on the power and capabilities 
of  one will cease to function.

To compound the problem, there is no effec-
tive effort to coordinate these defense reductions 
across the Alliance. What is occurring is a bilateral 

“cannibalization” of  European defense capabilities 
to salvage a semblance of  European power projec-
tion capability. The most visible example is the 2010 
Anglo-French Defense Cooperation Treaty, where 
both countries are in the process of  identifying joint 
training opportunities and combined operations. 

Although NATO secretary general Rasmussen 
has called for a “Smart Defense” Initiative to 
prioritize, coordinate, and share resources led by 
NATO’s Allied Command Transformation, it is 
unclear whether a NATO appeal will alter the 
future decisions of  European fi nance ministers. It 
is also unclear whether the United States plans to 
coordinate its proposed $400 billion in defense cuts 
with NATO. 

When U.S. defense secretary Robert Gates spoke 
of  our European allies last year, he voiced concern 

that the demili-
tarization of  Eu-
rope—a blessing 
in the twentieth 
century—could 

become an impediment to security and peace in the 
twenty-fi rst century. With large swaths of  the Eu-
ropean public and political class averse to military 
force and the risks that go with it, imagine if  this 
demilitarization has already occurred. 

The impact of austerity and strained defense 
resources are clearly fraying NATO solidarity.


