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I . INTRODUCTION

1. On 12 December 1985, the General Assembly adopted resolution 40/91 13 on the
reduction of military budqets, in which, inter alia, it invited Member States to
present their views reqardinq the report of the Group of Experts on the ReduCtiOn
of Military Budqcts entitled “Construction of military price indexes and
purchasing-power parities for comparison of military expenditures” (A/40/421,
annex). The relevant operative paraqraphs of the resolution read as follows:

“The General Assembly,

8, . . .

” 3 . Commends the report and its conclusions and recommendations to t.he
attention of all Member Statesg

0
. . .

” 5 . Invites all Member States to present to the Secretary-General, no
later than 15 April 1986, their views reqardinq the report and to suqqest
further measures with a view to facilitatiny future international aqreements
to reduce military expenditures;

“6. Reauests the Secretary-General to submit a report containinq  the- -
views of Member States received concerning this issue to the General Assembly
at  i t s  f o r ty - f i r s t  s ess i on ;

,I
. . .

“10. Decides to  include in the provisional  aqenda of  i ts  forty- f irst
session the item entitled ‘Reduction of military budgets’ .‘I

2. Pursuant to the above, a note verbale dated 3 February 1986 was addressed to
all Member States requestinq their views and sugqestions. The Secretary-Gener:il
has to date received replies from Australia, Finland, the Netherlands (on behalf  of
the 12 States members of the European Community), Norway, the Philippines, I:w(.~~:II

and the United States of America, which are reproduced in section II of the presclnt
report.

I I . REPLIES RXEIVED FROM GOVERNMENTS

AUSTRALIA

[Or iqinal: Enqlish]

I15 April. 19861

1. Australia is committed to the principle of reduction of military budgets
provided that this can be achieved in ways that would not endanqer national
secuc rty. Australia reqularly makes information available to the United Nations on
its military budqet in the form of the standardized  reportinq instrument.

I
,’  . - .
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2 . Australia supported the establishment of the Group of Expert8 on the Reduction
of Military Budgets. Australia co-operated with the Group of Experts because it
believed that the Group could make a useful contribution to the difficult queetion
of valid international comparison8 of military budgets and thus enhance the value
of the reportinq instrument on military budgets. Australia is disappointed that 80
few Member States, almost all of whom were from the West, decided to take an active
part in the study, despite the professed desire of many Member State8 to see
progress in the issue of the reduction of military budqetn. Australia believes
that unless a wider range of Member States decides to participate in any future
consideration of the technical and other aspects of problem8 related to agreement8
to reduce military expenditure, there is little likelihood of any progress and no
point in the continuation of the work of the Group of Experts.

3 . Australia will nevertheless continue to provida details of it8 military
expenditure in the standardized reporting instrument and urqes  all other Member
State8 to do likewise.

FINLAND

[Oriqinalr  Enqlieh]

19 June 19861

1. The aim of the Group of Experts appointed by the Secretary-General ha8 been to
establish a procedure whereby a reliable comparison based on indexes and parities
of purchasinq  power could be made of the defence expenditure of various countries
a t  given p o i n t s  i n  t i m e . The report can be seen a8 a preliminary mappinq out of
the topic.

2. Finland has been one of eight Member State8 to have participated in the study,
providing information as an object of the study.

.

3. The methodological aspect, i.e., the u8e of indexes as a basis of comparison,
is familiar, whereas the collection of detailed price and coat data in respect of
defence expenditure is new for this type of study, at least in the United Nations
context . As the report clearly indicates, havi,lg  such data with sufficient
accuracy and coverage from among Member State8 poses insurmountable difficulties.
No change can be expected in the availability of such data ,  s i n c e  t h e  s t r u c t u r e  of
the military budget and any detailed prices and costs are in most countries at
least partly secret. Therefore the application of the procedure ellqqeeted  in the
report for obtaining data froln various countries at a given time for the purpose8
of comparison seems problematic.

4 . The now completed report, as a tool for developing method8 of reliable
comparison of military expenditure, is weakened by the fact that it had not been
possible to arranqe a sufficient exchanqe of information between the Group of
Experts and the representative8 of all countries p;rovidinq  information for the
study. Consequently the method of comparison includes data and information, which:

/ . . .
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ta) Are not relevant for the comparison of defence budgets;

(b) Given differences in the systems and procedures in various countriesr
acquire a different meaning in a comparison of this type;

(cl Because of multiple possibilities of translation and interpretation, may
lead to different solutions in providing the information.

5. The further development of reliable methods of comparison in defence budgets
is nevertheless an important means of achievirzg  cuts in international military
expenditure. Thczefore  this type of research should be continued.

6. As the structure and details of defence budgets are accompanied by a host of
secrecy regulations, more research should be done on how defence budget comparisons
could be reliably made with more readily available allocation and cost data.

NETHERLANDS

(on behalf of the States members of the European Community)

[Original: English]

[l May 19861

1. The Twelve reconfirmed during the past session of the General Assembly that
they are very much in favour of agreements to reduce military expenditures. They
believe that a gradual reduction of military budgets on a mutually agreed basis iS
an objective that merits serious consideration as one possible measure, among
others, towards the goal of general and complete disarmament. Consequently they
welcomed the adoption of General Assembly resolution 40/91 B. In accordance with
the relevant provisions of this resolution, the Twelve have actively participated
over the years in work on the subject matter at the United Nations. Member States
of the European Community submit yearly figures on their military budgets. as
requested by the Secretary-General.

2. The Twelve continue to believe that if States Members of the United Nations
are seriously interested in achieving progress on this score, they should start as
soon as possible by participating  yearly, together with those countries that are
doing so already, in further work in the United Nations on a standardised reporting
instrument for military expenditures. They are of the opinion that this should be
a first step towards achieving the much needed greater transparency of information
on military expenditure. Thus the future goal of meaningful negotiations about
verifiable reduction of defence spending will be facilitated. Therefore, it seems
necessary that as many States as possible co-operate by reporting their military
expenditures. The Twelve regret that there are still quite a number of States
within the United Nations that have declined to do so.

3. As requested in the above-mentioned resolution, the Twelve carefully examined
the report (A/40/421, annex) concerning the construction of military price indexes
and purchasing power parities for comparison of military expenditures. They are

/ . . .



hiqhly appreciative the advances made in the exploration of various kinds of
nr.‘thodologicel  questhons. In this respect, thr, Twal’re  consider it a constructive
contribution to the earlier efforts of Sweden and others to promote the creation Of
.a *kahle system that would make the intertemporal comparison of military budgets
eo,ier and would thereby facilitate the transparency and verification of agreed
massures to reduce military budgets in the future. In particular ,  i t  riyhtly
add!*esses important technical questions that remain outstanding, such am
comparability  and verification, and it indicates that the exie<ence  of the
political 9ood will of all States concerned is an important prerequisite for
achieving any feasible future agreement.

4. An evaluation of the sugqestions  made by the Group of Experts on the subject
seems appropriate, so the Twelve will support the Secretary-General in hio task of
explorinq  further the recommendations and conclusionr contained in the study.
However, the Twelve consider that rather than attemp:inq to give concrete form to
the conclusions of the study at this stage, the priority ohiec) ‘e ehoulJ continue
to be to ecure wider acceptance of the existiny  iwtruments,  tr web!,  promoting
participation by &n increasiny  number of States.

5. The Twelve will continue to accord priority to the achievement of concrete and
balanced disarmament measures in current negotiations. Progress in this matter
would itself make a major contribution to the objective of reducing military
expenditures.

NORWAY

IOr iginal:  Eng l i sh ]

[6 May 19861

1. Norway has from the outset given active support to the efforts undertaken
within th: United Nations with the aim of establishing an international system for
standardized reportinq  of military expenditures. This support has been
demonstrated both by Norwe9ian co-sponsorship of resolutions dealing with the
subject and by the annual repcrte to the United Nations on Norwegian military
expenditures.

2. The study of the Group of Experts  on the Reduction of Military  Budgets
constitutes an important contribution to the process of enhancing support for the
reporting system and of refininq it. The construction of military price indexes
and purchasing-power parities for comparison of military expenditures  is of great
importance If we are to arrive at systems allowinq meaninaful comparison  and
verification of military expenditures of nations belonging to different geographic
regions and havinq different budgeting and accounting systems.

3. It should in this context be underlined that the purpose of the reportin
system must be to achieve a greater degree of openness on military matters between
the Member States. The United Nations reporting system can thus be seen as a
confidence-building measure on the global level. If supported by all parties, the

/ . . .
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report ing eystem  could  in  our view prove iteelf  e iqni f icant  in  the  lonqec
perepective  by f ac i l i t a t i ng  future  e f fo r t s  t o  aqree on  reduct iona  in  the  mi l i t a ry
budgets. In this connection one should also point out that the full uee of such a
repor t ing system would  f&cilitate a  fur ther  real locat ion of  resourcea  fol lowing
disarmament to economic snd social development,

4. In the NOrweqian  view the study produced by the Group of experts !.ndicatee
that  answers  have been founu regarding the  m o s t  impor tant  problems  in the
otandarciaed  report ing syster?. Although the present instrument can no doubt be
fur ther  ref ined,  Norway i~ of  the  opin ion  tha t  the  Uni ted  Nationa rrJporting  system
can best be improved by iwreased  par t ic ipat ion f rom al l  groups of nat ions.  I t
mU8t  bo welcomed,  therefore,  tha t  increased par t ic ipat ion  has taken place la te ly .
Broadened par t ic ipat ion f rom al l  groups  of  countr ies  i s  indeed a condi t ion  i f  th is
repor t ing system, supported  by the General  Assembly,  shal l  be able  to  ful f i l  i t s
role  as  a  ffrat s tep  in  the  ef for ts  to  conclude aqreemente  on  mutual  reduct ions  of
mil i tary  expendi tures .

PHILIPPINES

[Oriyinalr E n g l i s h ]

I13 May 1986,

The Philippines voted in favour of General Assembly resolution  40/91  B
ent i t led  “Reduct ion of  mi l i tary  budgets” . The following measures are suggested to
faci l i ta te  in ternat ional  agreements to  reduce  milittrry expen:ltures:

la) T h e  U n i t e d  N a t i o n s  ohou1.d  ca l l  fo r  an imd+lediote  hal t  to  a l l  i nc r ea se s  in
military expenditures of Member States)

Ib) Any subsequent increase in military budgets should be courew! through the
United Nat ions  (af ter ,  for  example, the creation of a United Nations committee on
m i l i t a r y  budgeta). Budget  approvala  would be considered only  af ter  the  WcomnlitteoW
hud deliberated on the budget proposal, dependir.g on  the  country’s securi ty
i n t e r e s t s .

SWEDEN

[Originolr  E n g l i a h j

(1 May 19461

1. The study by the Groclp of Experts on the Reduction of Military Budget*
conta ined in  the  repor t  of  the  Secre tary-General  /A/40/421)  i s  the  most recent  in  a
series o f  s t u d i e s  d e a l i n g  w i t h  v a r i o u s  q u e s t i o n s  r e l a t e d  t o  i n t e r n a t i o n a l
agreements to reduce military  expenditures.

/ . . .
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2. Fsrlier work in thie Field led in 1980 .o tha adoption and Rubssequent
implementation by tile United Nat ione of an international system for the
atandardized reporting of military expendi turea. Problem8 of comparinq and
verifying military expenditures were  alao examined. In 19e2, the Generai  karembly
reque ted the Ssc;etary-General, with the assistance of a group of qualified
experts and with the voluntary co-operation of States, t o  undertake t h e  task o f
constructing price indexen and purchaainq-power paritiee  for the military
expenditure8 of the participrtinq Statca.

3. The Group of Experts on the Reduction of Military Budqeta  has cc>nstructed
military pu;chaeing-power  paritloe and price indexee for all the Statae that choee
to participate. The reeulte  may certainly be letl~ than perfect, but, on the whole,
the parities  and indexes preeented  by the Group should provide better inetrumentm
for comparinq military expenditureo  of participating States than other  avai lable
meana of comparison euch aa exietiny exchange ratea and qeneral  price indexes. The
Swedish Government reqrete that the work undertaken by the Group ha8 been
conetrained by the fact that State8  with centrally planned economies and developinq
countries have not taken an act i*pc  part in this pt,oject. The results obtained by
the Group would have best-i  improved if more!  relevant information had been available.

4. In the Swedirrh  Government’s opinion, i t  is  an important  s tep forward that this
report has demonstrated that the conetruction  of InRtrumentR for the comparison of
military  expenditures is feasible, given a reasonable amount of relevant
statist ical data. The implication is that it should be possible,  Jn tile context of
international neqotiatione, to solve the technical problem involved pro;lided  that
a qenuine  commitment exists to arrive at aqreements.

5. A negotiated reduction of military expenditures  repreeents  an approach to
disarmament which has yet to be teoted. I f  e f f ec t ive , such reductions would
conetrain or diminish the total military effort of participatinq  States, thus
reducinq  the international potential for threat. The Swedish Gol/ernment  believep
that the security of States would be enhanced throuqh balanced reductions of
military expenditures, It is therefore important to promote and to take
appropriate meaaurea in order to facilitate international neqotiationc on such
reductions. The continuoue and systematic examination by the United Nations of
various problems of def ininq, reportinq, comparinq and verifyinq military
expenditures has this very purpose. Wide Participation  in this process and
increased openneee in military mattera  would help to build confidence amonq
Statea. It is in thia liqht that the Urited NationA  work ‘n this field, including
the report of the Secretary-General, should be Reen.

6. NeqotiationR miqht be facilitated if Statea interested in international
aqreements to reduce military expenditures, in part icular  the mil itari ly
siqnif icant States, o f f i c ia l ly  acknowledqed  that , in the context of neqotiations on
such agreements, an exchange of data would be required. The scope and exact naturcx
of such data would, however, have to be agreed by the parties in the course of
their neqOtiatiOn8.

/ . . .
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7. In  t he  opinian  of  the  Swtdieh 3overnment, i t  i s  impor tant  t h a t  S t a t e s  i n i t i a t e
a serious dialogue  about the modal i t ies  of  in ternat ional  negot ia t ions  and
agreements on the reduction of military expenditurea. Such discussions could be
ccrried  out within or Outdcie the United Nations, among nuclear-weapon States or
o t h e r  mi l i t a r i l y  s ign i f icant  S ta tes , among Statea belonging to opposing military
a l l i ances  o r  amony  S t a t e s  i n  a  pa r t i cu l a r  qeoqraphical  reg ion. The United Nations
could  faci l i ta te  such effor ts  by supplying the kind of assietdnce that  might be
c a l l e d  f o r .

8. There is a close  l ink  between the  concept  of  reducing mili tary expenditure0
and the idea of releesing  resources through diaermament  measures for social and
economic development. Accor3ing  to the Final Document of the Tenth Special Session
of  the  Qe,\eral Assembly ( resolut ion B-10/21,  the firet  s p e c i a l  aeflaion  d e v o t e d  t o
disarmament, reduction!3  of military expenditure8 would both contribute towerdo
curbing the arms race and increase the posaibilitiee  of reallocation of resources
now being used for military purposes to ecoromic and social l development,
pa r t i cu la r ly  fo r  the  b e n e f i t  o f  t h e  d e v e l o p i n g  countriecr.  Tne  In t e rna t i ona l
Conference on the Relationohip  between Diearmament and Development will provide an
appropriate forum for a serious dialogue about the modalities Of negotiationa On
the  reduction of  mil i tary  expendi tures .

UNITED STATES OF AMERICA

(Originals  E n g l i s h ]

[20 May 19861

1. The study of the construction  of military price indexen and purchasing-power
paritiee  for COmpariEJOn  of military expenditUret3  (A/40/421, annex), prepared by the
Group of Expertsl  on the Reduction of Mili:ary Budgets, i s  a  v a l u a b l e  a d d i t i o n  t o
t h e  series o f  e x p e r t  studies o n  t h a t  ieeue. Prev ious  8tudiee  had  dea l t  p r imar i l y
with  the  eatabl iahment  of  a  etandardized  system of  repor t ing mil i tary  expendi ture8
in national currencies and prevailing pricee. Thia study made an empirical
examination, based on actual data volunteered by participating States, of the
feasibility of comparing such reported military expenditures over time and between
countr ies and thei r  reepective cur rencies . The s tudy found that ,  qfven
a v a i l a b i l i t y  o f  eufficient d a t a , s u c h  comparison8  a re  f eas ib l e  by meana  of  mi l i t a ry
pr ice  indexes  and purchasing-power  par i t iee  ena that  such yardst icks constructed  on
t h e  basis of  mi l i t a ry  da t a  a r e  be t t e r  t han  ana logous  c iv i l i an  yardsticks. Theee
findings advance the technical possibilities for achieving agreements on the
reduct ion of  mi l i tary  expendi tures .

2 . The United States eupported and participated in the study by volunteering
detailed information, as did seven other countries. However, t he  a tudy  was
hampered, 88 previous studies have been, by  t h e  lack o f  pa r t i c i pa t i on  w i th
volunteered data by States with different budgeting and accounting systems, most
notably the Soviet Union.

/ . . .
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3. The failure of the Soviet Union and most of its allies to participate either
in the expert group studies of issues aurroul\dinq agreements on the limitation of
military expenditures or in the reporting of standardized military expenditure data
Andicates  that these States are unwilling to modify their policy of obsessive
secrecy concerning such data, which are essential for any prospect of a limitation
agreement - this despite the fact that the USSR and its allies have made frequent
proposals for such agreements.

4. The Ceneral Assembly has repeatedly called for participation in standardized
reporting of military expenditures and for greater openness regarding military
matters in qeneral. Member States that have not yet done so should heed those
appeals if they wibn to enhance the prospect of agreements on limiting or reducing
military expenditures and - in the case of those advancing proposals for such
agreements - to demonstrate the seriousness of their initiatives. Me&While,
Member States genuinely interested in progress in the area of reduction of military
expenditures, and of arms control in general, should make further efforts t0
encourage freer flow of information required for such progress.


