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Nati on a l S e c u r i t y Study Memorandum 170 

TO:	 The Secretary of State
 
The Secretary of Treasury
 

The Secretary of Defense
 

SUBJECT:	 Offsetting the Costs of U. S. For ces in Europe 

The President has directed that a study be c ondu cte d , on an u r g e n t basis, 
of alt e r n ative a r rangements which could ease the fu t u r e balance of pay­
ments costs of keeping our troops in Europe and pr ovide a firm e conomic 
f ou n d a t i on f o r preserving current levels of U. S. tr o op deployments in 
the fu ture. 

Thi s s h ou l d include considerat ion of: 

larger bilateral offset arrangements with	 the FRG; 

additional bilateral	 offset arrangements with other NATO countries; 

- - diff erent models of multilateral offs et	 and financial a r rangements. 

The a n a l y s i s s h ou l d be done in the total context of ou r balance of payments 
p o s i t i on with Europe. It should take into account ot her ec on om ic and 
f i n a n c i a l measures which the USG already has or will initiat e in order to 
c o r r e ct ou r o v e r a ll balance of payments pos i ti on. 

Thi s stu d y should examine our Alli es I econ om ic and f inancial a b i l i t y 
to cont ribute offset arrangements and the impact, in spe cifi c t erms, on 
A lli e d defe n se efforts. The costs of making fu r t h e r qu alita tiv e and 
quanti t ativ e imp rovements to Eur opean f o r ces should b e a s s e s s e d a n d 
c om p a r e d w i t h the c o s t s of incr easing balance of payments sup por t fo r 
U. S. f or c es. The c onsequences for the long-term U. S. balanc e of pay­
ments situati on, in particular ou r military account, should als o b e a s s e s s e d . 
S cenarios for pursuing these alternativ e m e asures s h oul.d als 0 b e devel oped. 
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T hese s c e na r i o s should take into ac count the ways in which U. S . 
polici e s could be used to influence the Allie s to in cr e a s e t h e i r defense 
e ff o r t s. Alt e rnatives involving reduc tions in U. S. for c e l e v e l s should 
n ot be c on s i de r e d . Steps such as depending to a larger exte n t on our 
A lli e s f o r d i r e ct supp ort for our tr o ops (e . g., in terms of food, labor, 
mat e r i al, et c . ) should b e a d d r e s s ed. 

In a d d i tion, the State Departme nt should pr epare a b r i e f position pap e r 
on how we s houl d deal with the FRG on this is sue i n a way tha t will 
k e e p ou r optio n s open prior to the Pr e s ident's de cisions. T h is pap e r 
s hou l d be f o r w a rde d to me by Februar y 21, 1973. 

The s t u d y w i ll i n c orp or a t e ong oi n g w ork b e ing c onducted within the 
Dep a r tme nt of S t a te and shou ld be conducted b y an ad ho c c ommittee 
com p o s ed of r e pr e s e nta t i v e s of t h e addr e ssees a n d chaired by a 
r e p r es e nt a tiv e of the NS C staff. A first draft of the study s h ou l d be 
p r e par e d by t h e ad ho c working group and sub m itted by M a rch 8 19 7 3. 
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