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ABSTRACT

NEW MEMBERS, NEW BURDENS: BURDEN-SHARING WITHIN NATO

Joel R. Hillison
Degree: Doctor of Philosophy
Temple University, 2009
Doctoral Advisory Committee Chair: Professor Mark Pollack

The purpose of this dissertation is to examinebtivelen-sharing behavior of
new NATO members and the impact of enlargement AM®!burden-sharing.
Qualitative and quantitative methods are useddsieveral hypotheses. The
findings suggest that large NATO members are bust@ming at a greater rate
than smaller NATO members when looking at militarpenditures and air
contributions to NATO missions, in accordance wité logic of collective action.
Contribution of troops to NATO missions dependglmmix of private and public
benefits received, in accordance to the joint pcodwdel. The findings support
the hypothesis that new NATO members are burdenrghat a greater rate than
older NATO members. An analysis of the burden-sigabehavior of NATO'’s
new members reveals that new NATO members have mgnated the willingness
to contribute to NATO missions, but are often camsed by their limited
capabilities. However, new member contributionsl£&TO have improved and,
in comparison to older NATO members, the new mesbes doing quite well.

Finally, NATO expansion did not lead to greateefraling behavior in NATO.
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CHAPTER 1
INTRODUCTION

Burden-sharing debates have been an enduring feature of the NaatiticAflreaty
Organization (NATO) since its founding in 1949. The fall of the Sovion and the recent
enlargement of NATO have increased the burden-sharing challéaged by the transatlantic
alliance. These challenges include garnering sufficient polgiggoort and resources to support
NATO’s missions and required capabilities. Burden-sharinqpoitant because the notion of

shared risk and shared responsibility is a “founding principle of tense.”

Resolving issues
of burden-sharing is fundamental to the continued survival of tremedlias it enters its seventh
decade. This dissertation looks at burden-sharing issues inotiiext of NATO’s recent

enlargement and more ambiguous threat environment.

This research systemically examines patterns of burdemghaghavior within NATO.
As expected, free-riding behavior was more prevalent amondesrallies. However, this was
not always the case. There was also a significant eliféer in burden-sharing between new and
old members of the alliance. In general, while limited capgbidnstrained new member
burden-sharing, their willingness to contribute to the alliance dftereeded that of older
members. In addition, new member burden-sharing increased afesseon into NATO.
Finally, NATO enlargement has not led to greater free-ridingwsehan NATO. These findings

address a lacuna in the burden-sharing literature and provide salient insighisytonadders.
1



Burden-sharing can be defined as “the distribution of costs and risks amortgraerha
group in the process of accomplishing a common doalBurden-sharing is essentially a
collective action problem. Much research has been devoted to whethet institutions can
compel or cajole rational, egotistical actors to contribute tgtbeision of a collective good in
the absence of an international enforcer. More specificallyptbblem of burden-sharing
between the U.S. and other alliance members has been extensinkdd Sn the context of
NATO. NATO is a unique military and political alliance. Incfasome suggest that the
transatlantic alliance has actually evolved into a security commuNiy.only has it endured for
almost 60 years, but it has also withstood significant challesmesontroversies over the years.
Yet, the changes which have occurred over the past twenty years havegdthtliee veryaison

d'étreof the alliance and threatened its ability to act as a coheremicallia

The rapid fall of the Soviet Union and the subsequent increase in tHEenomNATO
members provides a unique opportunity to test the theoretical impact of thesesatabgeden-
sharing within NATO. While much has been written about burdenrghéetween the United
States and Europe, little has been written on the variations in bsindeing within Europe.
There is an additional lacuna in the literature surrounding the impact of irccreasgbership on
burden-sharing among European NATO states. Theoretically, tlesé changes should have
increased the collective action problems within NATO. This ptaggplores the overall impact

of NATO enlargement on burden-sharing, the difference in lefdisirden-sharing among new



and old members, between large and small members, and the vamat®rels of burden-

sharing between European NATO members and the United States.

Why study burden-sharing in NATO?

This inquiry is intrinsically important because burden-sharing concernsleawesalient
and recurring issues for the NATO alliance since its inception. ThedJ8iates, as the leader
of the alliance, has frequently complained about the low level defense expenditiiseallies.
In addition, some NATO members have repeatedly come under criticism folomtipg
adequate forces and for imposing restrictions on forces committed to the rédgntNssion
in Afghanistan. The costs and benefits of NATO enlargement have also logén &f t
discussion in policy circles since the dissolution of the Soviet Union. If new meuteer
relatively more likely to share burdens than existing members, this finding watillpallay

fears concerning the detrimental effects of expansion on alliance cohedioagability.

The recent addition of new members, the end of the cold war and the expansion of
NATO's role into peace enforcement operations represent a departurd&@asstumptions
made during previous studies in the collective action literature. Thischsg#ers from
existing literature in that it addresses these varied aspects of {airakemng in NATO and
expands the scope of research from a dichotomous United States and Europe analysis to a
examination of burden-sharing within Europe. On the heels of a new round of expansion, thi

project contributes to the literature on burden-sharing and provides essentrabirdaron the



effects of enlargement. These findings should inform decision makers hedahavior of

NATO members and help them to make appropriate decisions in regards to furtherogxpansi

Where this fits in the larger IR literature -
Rational Choice vs. Constructivism

In addition to its policy relevance, the burden-sharing issue is theoretidaligsting
because different theoretical approaches make competing predictions aboutsharitesn The
guestion of burden-sharing in NATO fits into the much larger theoreticalelabaing
international relations scholars concerning the proper approach to conductihgsoaig.

This project contributes to this debate by testing hypotheses generatadtianalism against
those generated by a more constructivist ontofoljyhile Chapter 2 discusses the rationalist
project and its counterpart in greater detail, it is useful to summbgaet elements of the
debate. In their insightful article on European Union, Jupille, Caporaso, and Checkskdivo
main assumptions of rationalism: individualism and optimality. This firsinagBon means
that state actions can be explained in terms of individual properties. This foojess#s on the
later assumption, optimality. The optimality assumption is essential teettedopment of

testable hypotheses about burden-sharing.

Optimality merely means that rational actors weigh the cost versus th&dehahy
decision and choose the course of action which yields the best return for them: itz opti
solution. Thus states seek to maximize their utility functions at alstand their actions are
based on a rational assessment of the situation. This fundamental assumptiothateatsrs
use a logic of consequenceg his logic of consequences underpins much social research in

economics and international relations. The literature on collective actoouaden-sharing in



particular largely falls within this rationalist camp and emphasizesiact of rational
incentives tdree rideand the problems that occur when the size of the group expands. The

theoretical basis for this project is discussed in greater detail in CRapter

There are two basic tenets of constructivism relevant to this projEee first main
assumption of the constructivist approach is that interaction takes place in boihl arsd
material environment. Unlike rationalism, this approach does not necesszitagible
benefits a place of primacy over relationships and the social constructiomuiige In this
case, burden-sharing decisions might be more accurately explainezlrejationships between
alliance members than the relative net benefits. Secondly, constructigismessthat actors
and their interests are mutually constituted by their environment. Theraftoes’ identities are
an important focus of study. Understanding an actors’ identity and preddogntation is as
important as predicting behavior. Therefore, it is not enough to know only the relatigegfow
actors or the potential gains in a social interaction. Sometimes ideas trumpgpainthe pursuit
of relative gains. The sociological institutional approach, which builds on tbestuctivist
assumptions, emphasizes a logic of appropriateness over consedqu&heasost productive
constructivist research on institutions takes a sociological institutappabach. This approach
examines the processes of persuasion and socialization in constructirigtaoésts and

identities’

While both sociological institutionalism and rationalism have been used to examine
institutions in general, the literature on burden-sharing in NATO hasplynadopted a
rationalist approach to inquify. While this project primarily adopts a rational approach to
developing hypotheses, it also tests these against more sociological bpprinaloetter

understand the nature of burden-sharing. Chapter 6 in particular examines bdibribe ra



choice and constructivist-sociological approaches to understanding burdieg-bledavior

within NATO.

Collective Action Problems

Most scholars studying issues of burden-sharing have relied ohebwy tof collective
action to inform their work. Collective action theory looks at hotracbehave in pursuit of a
common goal (see Chapter 2). Perhaps the most famous work oniel#tion isThe Logic
of Collective Actionby Mancur Olsorl. Past research on collective action in NATO focused on
the contributions made by the United States relative to Europewdprg the public good of
security. However, little has been written about how the gataent of NATO has affected
burden-sharing or how well new member states contribute to thellocagmability and

performance of NATO.

The existing literature suggests that international organizatismsh as the North
Atlantic Treaty Organization (NATO), have difficulties in oventing the logic of collective
action!® This literature suggests that free-riding behavior is likielyincrease as these
organizations increase their membership. All members facetines tofree rideand should be
less inclined to share common burdens as the size of the organizmtieases. One can
extrapolate from this that new members of the alliance would laés expected shirk their

responsibilities anttee rideonce they have attained membership.



This project examines whether or not the theory of collective@raaikplains current
burden-sharing behavior in NATO and under what conditions. Variatiotigeitevel of free-
riding behavior within the NATO alliance are also analyzed.inAsrevious studies, this project
analyzes the factors that affect the level of burden-shavitign the NATO alliance. It also
examines whether or not larger member states exhibit diffénentkien-sharing behavior than
smaller states and why. While these questions remain the aa in previous studies, the
strategic context has changed. In addition, this project exanhedsirden-sharing behavior of
new members. This analysis takes place in a period of redtme¢entional threats in

comparison with the bi-polar distribution of power during the late Cold War period.

Purpose and Scope of Inquiry

The purpose of this dissertation is to examine burden-sharing issues in ligltcaftent
strategic environment and in the context of NATO enlargement. The followapmers use an
analytical approach to break down burden-sharing issues into their component parts and to
evaluate each in kind. This analysis reveals the following general inskghs.that larger
NATO states often, though not always, shoulder a disproportionate share of the bugdens (e.
military expenditures or contributions to NATO missions) in relative tehais smaller allies.
Second, though results varied depending upon the measure used and the relativiteesapfabil
the states, new members generally burden-share at a greatehdevelder members, ceteris
paribus. Finally, the analysis revealed that free-riding behavior did neasedue to NATO

enlargement.



The first question examined in this dissertation concerns the impact of dizedam-
sharing behavior in NATO. The logic of collective action states that largee powerful states
bear a greater proportion of the costs in producing a public 'Jobdtheory, the amount of the
public good that a larger state produces on its own exceeds the amount needetebygtatesl
This creates the propensity for the small states to exploit the targs. Another explanation of
burden-sharing, called the joint product model, was examined by Todd Sandler and Keith
Hartley in their 1999 bookihe Political Economy of NATOSandler and Hartley found that the
level of free-riding in NATO varied by the nature of the output (e.g. degree otpeds) and

the distribution of benefits.

This study confirms Olson’s findings that, on average, the larger NATO ms@m&srme
a greater share of NATO burdens than smaller members. This was espe@diy military
expenditures and air contributions to NATO missions. The disparity in air cordnibudan be
attributed to an implicit division of labor within the alliance and the maximnoiz atf
comparative advantage. When looking at troop contributions to NATO peacekeeping missions
the joint product model provides greater insight into burden-sharing behavior. Thishese
found that burden-sharing increased when states were pursuing privatesiikaetoincided
with NATO'’s alliance-wide goals. This was true for both military expemées and

contributions to NATO missions.

An analysis of the burden-sharing behavior also reveals that free-richagibe

increases with the length of membership in an organization. For new membenspligis a



greater willingness to bear burdens than older members. This can be attributdddbttie all
international cooperation relies on the ability of states to make crediblaitoents. New
member states have a strong desire to demonstrate their reliability tonettinders (especially
the leaders of the alliance) in order to establish their reputation and secungfltemce in the
organization. Additionally, there appears to be a normative component to burden-shseidg
on the extensive socialization efforts in NATO. Therefore, it is not surptisaigiew members
feel compelled to bear a greater relative share of the colldnirdens than older members as
their capability increases. It is also interesting that new membeerinsharing did not decline
after accession into NATO. The desire to prove themselves and a sense obolioBtATO

enabled new members to overcome the rational incentifesctoide

Finally, this dissertation tests the hypothesis that freagidiehavior should increase
with NATO enlargement, as suggested by the logic of collecistton’® The empirical
evidence is mixed. However, the analysis suggests free-tgihgvior did not increase after
NATO enlargement. Even though NATO has expanded significantlys ihare actively
engaged in international affairs than at any time in its hist@gncurrently, all NATO nations
are contributing to some extent to the various ongoing allianceianss Quantitative and
gualitative analysis of the contributions of NATO members indécditat most NATO members
(large and small; new and old) are, on average, bearing thetiveeshare of the burdens in

NATO. This study seeks to explain why that is the case.



Research Design

Having discussed the research questions and the theoretical basis fastrigton, it is
important to explain the research design used to answer thed®mmgiesThis dissertation is
designed to analyze burden-sharing behavior in NATO. To do sasinecessary to establish
some measurable, objective criteria for which data was oedleahd analyzed. NATO’s
established burden-sharing norms and standards were used to lguidata selection and
evaluation. Since burden-sharing is ultimately a subjectivesss®&at, this dissertation uses
mixed methods, both qualitative and quantitative, to examine burden-shafrimg. research
design integrates multiple methods and measures relevant to thmmgesked. The multi-
method design increases the accuracy of the findings and beitaeinexthe dynamic nature of

burden-sharing.

One measure of burden-sharing, military expenditures, lendd tsefuantitative
analysis. Therefore, regression models were used to anahjtary expenditures. The
regression models controlled for numerous factors, including omittedblesj and provided
measures of significance and reliability for inferences madéhe dissertation. Using the
regression model, data is examined during two periods: the Calcdaidathe post-Cold War.
The Cold War period serves as a control due to a distinct thnreaoement and limited
expansion in NATO during this timeframe. Military expenditures @so analyzed using the
method of comparison in order to triangulate the findings. Militapeeditures are compared
based on the size of the NATO ally. However, not all questions uhabr were amenable to

guantitative techniques.
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Another key measure of burden-sharing examined is the contributrorraber states to
NATO peacekeeping operations. The case study method is usealytpeathese contributions.
Case studies allow for the systematic analysis of thegoaskd, environment and nature of
contributions to various NATO missions. The case studies areedrammound the four
hypotheses outlined in the previous section. These case studiesubatamntial variance in both
the dependent and independent variables. They also span the periedabdfafter both waves

of NATO enlargement.

Finally, this dissertation used structured open-ended interviews ase studies to
examine why and how burden-sharing decisions are made and to udsdtingetween the
components of burden-sharing behavior. The structured open-ended inteprawde a
mechanism to examine how burden-sharing behavior is perceive@rimus NATO actors.
These interviews also facilitate the systematic coliectind analysis of subjective assessments
of burden-sharing. The case studies not only describe the contedtich burden-sharing
occurs, they also enable the research to distinguish betweahiltgmand willingness to share

burdens.

Methods of Social Inquiry

As already discussed, this dissertation examines some key issues ofshadeg and tests
the competing predictions made by such theoretical approaches as the logectif’eaction,

rational choice institutionalism and sociological institutionalism (se@®€ha). A quantitative
11



analysis is conducted in Chapters 3 and 4 to look for general factors that miggniegefburden-
sharing behavior and to examine alternative explanations that might be offeeethaifh
guantitative model consists of ordinary least squares (OLS) and generadzteshjgares (GLS)
regression analyses of burden-sharing using aggregate quantitativeendas. military
expenditures as a % of GDP, size of the country). The statistical moddeyiaezl based on
several theoretical sources. Each model examined is evaluated based malssagisificance,
empirical fit, parsimony and the logical coherence with the basic theaollettive action. Key

results are also tested for robustnesss using different statistitaldse

These chapters also compare military expenditures as a percentage oftGe&éh harge
versus small states and new versus old NATO members. In comparing cotimtrieest similar
system design is utilized. This allows for more precise control (espeftiaBize) when examining
burden-sharing of new member states versus older members. However, due topteg natare of
modern states it is impossible to establish a perfect match. Rather, the@y is igentify those
factors with the most impact on burden-sharing behavior. Controls are then incluthexséor
factors. The analysis primarily focuses on the countries admitted to NiAT@ first post-Cold
War round of expansion in 1999 (the Czech Republic, Hungary and Poland). These cases were
chosen for both practical and theoretical reasons. The main reason is that e peosdde
sufficient time series data to identify any possible trends or chanbasden-sharing behavior. To
a lesser degree, this project also examines those states in the 2004 round of [JA7sbax The
key dependent variable in chapters 3 and 4 is military expenditure as atagecef GDP. This
measure is used as a proxy for the level of burden-sharing. The key independbldssare a one-
year lagged dependent variable, economic growth (as measured by chaBféEy) i threat,
spillovers (as measured by the level of burden-sharing by other allismbars) and size of the

country (as measured by GDP, population, and area).
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A different methodology is used to examine contributions to NATGions in Chapter
5. This chapter uses both ratios (contributions to population) and disoretdgutions (number
of troops) for comparison. First, the relative contributions ofNAGO states are compared
against their percentage of NATO population: percentage of NAFCe vs. percentage of
combined NATO population. Second, new member contributions are compardte to t
contributions of existing NATO members, controlling for population ¢@eerage number of
troops committed by new members vs. average number of troops ¢edhbytold members).
The key dependent variables are relative air and troop contributiddATO missions. The

key independent variables are size of the country and membership status (new vs. old)

In addition to the quantitative analyses, Chapter 6 utilizes l#ajive approach to look
more closely at the rationale for burden-sharing decisions. Téet iat the first portion is to
better understand the findings from Chapters 3 through 5. Discoufd&Td® and national
officials is analyzed to determine what rationale is used woftesh to describe burden-sharing
decisions. The second portion of the chapter uses a case-study nughidadalescribe burden-
sharing behavior of individual new NATO members. These case stoelign with a systematic
analysis of the factors that are captured under unit fixiedtefin Chapters 3 and 4. The case
studies then look at the military expenditures and contributions toONAISsions over time.
The first three cases cover the 1999 wave of new members.agihsvb case studies examine
two of the seven new members from the 2004 wave. The case stigiglsamexamined to

distinguish between willingness to contribute and capability to danéito NATO missions.
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The case study method facilitates the analysis of the indivishrestraints on burden-sharing

behavior.

Much of the data for this study comes from primary sources MAhd national
materials); a limited number of standardized open-ended intervaéW$ATO officials and
representatives of NATO nations; and pertinent secondarytlitera The interviews help
identify how decisions are made about military expenditure letvetsp contributions, and other

burden-sharing issues. They also give insights into how NATO elites view shidang.

The Road Ahead: Content by Chapter

This dissertation consists of seven chapters. The theoretical foundasimhadstlin
Chapter 2 with a concise literature review of burden-sharing. Much of theecilsgevoted to
describing the previous studies on burden-sharing in NATO. A preponderance oéthiarie
revolves around the notion of public collective goods and the rational incentives for burden-
sharing within the NATO alliance. These past studies provide the initialheges that are
tested in this project. In addition to said literature, rational choice amal@gical institutional
approaches to state behavior are examined and used to develop additional tgstdidsisy
concerning burden-sharing in NATO. Alternative explanations for burdennghmsehavior are

also explored.

Chapter 3 examines burden-sharing behavior in NATO during th€tteWar period.

This chapter develops a statistical model to test the fyfsbthesis that large states will share
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greater relative proportion of burdens than small states. Thatmssis is directly derived from
the logic of collective action discussed in depth in Chapter 2. chiaigter also tests the second
and third hypotheses whether new members or old members of MA3K@ a greater relative
proportion of burdens. Finally, this chapter develops a base moded dethand for military
expenditures as a percentage of GDP to be applied to the post-Cofeekdal. Comparing the
results of chapters 3 & 4 can also give insights into the ¢inpfaa reduced threat environment

on burden-sharing behavior.

In Chapter 4, the model developed in Chapter 3 is applied to data from the post&told W
period. This dataset includes the two most recent waves of NAp&nsion: 1999 and 2004.
Including these countries in the data set beginning in 1992 givesissiglet into how burden-
sharing behavior of new members might have changed after membethgmter 4 uses the
same statistical model to test the first three hypotheseslso uses a most similar system
methodology to test the second and third hypotheses for the 1999 wave MARE@vmembers.
Chapter 4 concludes with a test of the hypothesis that freegrikhavior should increase with

NATO enlargement.

Chapter 5 takes a different approach to the question of burden-sharing. This chapter
examines contributions to various NATO missions from 1999 to 2008. During this timeframe
there were two waves of NATO enlargement. This chapter analyzes buatergehavior
during NATO missions and examines the “publicness” of the benefits derivedHeom
contributions to these missions. Contributions of member states to NATO peacekeeping

operations are analyzed during four NATO missions: one humanitarian and thoekeepang.
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The two on-going NATO peacekeeping missions suggest that the pursuit of pevafés,

including credibility, can mitigate the incentivesftee ride

In Chapter 6, interviews with NATO elites and case studies of new member coantrie
analyzed. The beginning of the chapter examines some possible explanationsresharohg
behavior. The logic of collective action assumes that states are ragigoistic actors and that
decisions are always made on a cost-benefit basis. However, theresagganikible theoretical
explanations for burden-sharing behavior. This chapter takes a closer lbekeagxplanations
to better understand the logic(s) behind burden-sharing behavior. Finally, ther cmegbyzes
the distinction between limited capability and the lack of political wibburden-sharing

behavior.

Chapter 7 concludes this project and summarizes the results of this stugyobyelsis.
It also makes some predictions about expected burden-sharing behavior aftgt thanmeof
NATO expansion. Finally, this chapter lays out an agenda for future reseaMNATO burden-

sharing.

NATO has come a long way since its third wave of enlargemetf98 (the first in the
post-Cold War era). At that time, three new members werel daskein the alliance (the Czech
Republic, Hungary, and Poland). In 2004, seven additional new members joinatiatiee
(Bulgaria, Estonia, Latvia, Lithuania, Romania, Slovenia and the Slgvakiathe Bucharest

Summit in April 2008, NATO agreed on a third wave of NATO enlargem&Vhile the Former
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Yugoslav Republic of Macedonia is still pending accession, Albanid Croatia became
members on April 1, 2009. Therefore, examining the impact of the raosht waves of
enlargement on burden-sharing in NATO will provide lessons for futow@ds of NATO
expansion. This project builds on previous studies to determine how burden-sharing ged chan

with the addition of new members.
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CHAPTER 2
LITERATURE, THEORY, AND HYPOTHESES

Literature on Collective Action, Reputations, and Socialization

An extensive literature on NATO burden-sharing stretches back to tHeB@s" This
literature was largely based on the theories of “collective action” digeelby Mancur Olson. In
The Logic of Collective Actigi®Ison examines the difficulty of maintaining cooperation within
groups pursuing common intere$ide also demonstrates why actors who share a common
interest are willing to bear the costs of establishing and supporting orgamszéiat foster
cooperation and provide a public good. First, he acknowledges that actors have both individual
and common interests in certain goods. Provision of any level of a good will depend upon the
marginal cost and benefit provided by each additional unit of the good produced. The logic i

somewhat different for public goods.

Public Goods in other disciplines

Olson states that “the achievement of any common goal ... means thablic or
collective good has been provided for that group. The very fact that argoa&rpose is common

to a group means that no one in the group is excluded from the bé&ngfi. hotion of a public
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good is central to Olson’s logic. A public good is any itensenvice that has two distinct
qualities: non-excludability and non-rival consumption. Non-excludabrigans that those who
do not contribute to the provision of a particular good or service caeasibfy be kept from
benefiting from it. For example, once a levee is built to prevent thgodveryone in that flood
plain benefits whether or not they contributed to the levy being. INa@b-rival consumption
means that consumption of the good or service by one actor doesmoisklithe amount
available to others. Using one of Olson’s examples, the numhperople watching a parade on
television does not diminish the entertainment value provided to ehak. & good or service

that has both non-excludability and non-rival consumption is characterized as gypodlic

In the field of organizational behavior, the notion of public goods has bsed to
explain cooperation in social groupings. In an experiment involving uratkrgte and graduate
students, Rapport and Eshed-Levy demonstrated that both fear ahtbgseed motivated free-
riding behavior in the provision of public gootifuring their research, they found that greed
was the stronger incentive of the two. This project built on ameeakperiment by van de
Kragt, Orbell, and Dawes which found that intragroup communication llas@overcome the
rational incentives tdree ride® Their concept of a minimal contributing set suggested that
members recognized that their contributions were critical tostleeessful provision of the

public good.

Public goods theory has been studied extensively in internationalcaloconomy.

Robert Gilpin discussed how an open and liberal global economy requiesgemonic power to
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establish and maintain the syst&nm this theory, the hegemon or dominant power in the system
provides public goods such as maintaining the global finance and tradensy&ublic goods
theory has also been used at the micro level to explain ecormmuoperation. Bandiera,
Barankay, and Rasul found that workers cooperated more when theynvaganall groups and
were more homogeneo(isn a 2008 work, Drope and Hansen used public goods theory to look
at the impact of political spending by businesses and policy outcomes (reducaesyixn this

study they found that smaller firms were free riders on larger firms.

The notion of the public good has also been widely used in other fieldsydlkknown
tragedy of the commons metaphor has been used to describe thev@scenprevent negative
externalities normally associated with a public good, such as a @ergnazing land. In this
metaphor, individual herders have incentives to over-graze the pastaréheugh this might be
against their long term interest and detrimental to other heidfl@kherders act rationally, then
they all suffer from the loss of the pasture. In his chaptentenniational environment, Ronald
B. Mitchell uses the tragedy of the commons metaphor to analyze environiasmésl. In these
situations, those that pollute benefit, while the society at lswffers the consequences. Many
other authors, including Robert Smith, have used this construct to jpstifitization of these
public natural resourcé§.In an interesting study, Dionisio and Gordo find a link between the

public good dilemma in economics and evolutionary biofdgy.

Finally, public goods models have also been used in explaining iimstalicooperation.

These studies might provide some insights when looking at alliauodsas NATO. Using an
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experimental design, Sefton, Shupp, and Walker discussed the effessiv@ineewards and
sanctions in the provision of public good$.In general, they found that sanctions might be
necessary for promoting cooperation and could be sufficient forisung cooperation.
However, rewards were less effective in the long term in ovengpfree-riding behavior. This

is an interesting finding for this project in that NATO lacksnfal sanctioning mechanisms,
though it does have several social reward mechanismdléggto post, command assignments,
venue hosting). Using a game theoretic approach, Hovi suggestedott@eration in the
provision of “inclusive” (non-rival) public goods depended upon the situation rat. ffaln
particular, his alliance game suggested that small states lcawé rational incentives to support

“cost-sharing arrangements” in an alliance with a larger state.

Public Goods in NATO

The North Atlantic Treaty outlines the commitment of signasiates to contribute to
the collective security of the alliance. Article 5 of the NATreaty states that an attack against
any member is regarded as an attack against all menidersefore, deterrence provided by
NATO is considered a public good within the alliance. While non-neesnare excluded from
the guarantees of Article 5, all member states benefit ftmansecurity provided by NATO
regardless of their individual contributions (non-excludability). In a@ollitthe deterrence
provided to one state does not diminish the deterrence value ofigmea@lto another member,
meeting the conditions of non-rival consumption. Thus, NATO deterrendbdabaracteristics

of a public good.
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Ideally, the costs of providing a public good would be borne in proportion tantloeint
of benefit received. However, the nature of a public good m#ke problematic, since non-
contributors cannot be excluded. This often leads to suboptimal levels af gabtl provision
and an inequitable distribution of costs or burdens of providing the good. Tmsrmpéeon is
known as the free-rider problem. A free-rider is an actor thatrdokear an equitable share of

the burden to provide a collective good, such as deterrence.

Olson used these factors to make predictions about the provision of gobtls. First,
he showed that the larger the size of a group, the more suboptinalé¢hef public goods
supplied. Therefore as membership increases, free-rider problemll slso increas¥. This
argument was maintained by scholars after the demise &aviet Union. “These difficulties,
moreover, are likely to grow as NATO expands, because a lgrgep is likely to be less

militarily cohesive and politically decisive than a smaller ofte.”

Second, Olson demonstrated that the willingness to bear the burdemwiding public
goods would be a function of the relative benefit the actor receiveelation to the benefit
received by the group. Thus, larger states would tend to benefitfroorea public good and
would be willing to bear a greater proportion of the costs. In Olsowis words, “Once a
smaller member has the amount of the collective good he getsdmne¢he largest member, he
has more than he would have purchased for himself, and has no incentivairioaolyt of the
collective good at his own expens8."This phenomenon results in what he called the

exploitation of the great by the small. Olson suggested thaemusitaring in NATO and the
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United Nations were examples of this tendency. In support of thistlggis, he noted that
“there is a significant positive correlation [between gross ndtiormaluct (GNP) and defense
budgets as a percentage of GNP] indicating that large natiddTO bear a disproportionate

share of the burden of the common deferiée.”

Initially, the characteristics of the NATO alliance seenedit the assumptions of the
logic of collective action. Over time however, the relationshipwben burden-sharing and
national income weakened; it was not statistically sigmfideom the mid-1960’s to the mid-
1970s. This empirical finding led to an ongoing debate about whetheotathe theory of
collective action could successfully explain military expenditofddATO members, or burden-
sharing within the alliance. Oneal and Elrod found that empirical sladaved a declining
statistical significance between GDP and defense expeesliior NATO since 1968 This

suggested that NATO no longer conformed to the predictions of collective timny.

Private Goods and Hegemonic Stability within NATO

Oneal and Elrod also suggested that the more recent empieieds$ tcould be explained
by certain NATO nations pursuing private goods. Unlike public goods, terigaods are
excludable and rival. Oneal and Elrod found that some countries indtrélasie defense
expenditures in pursuit of private goods. For example, struggles dret@eece and Turkey
revolved around conflicts in the Aegean Sea and Cyprus. Defense expsnutitsupport of this
conflict supported the pursuit of particular state interestswhed excludable and rival to other

members of the alliance and thus private goods. Similarly, Pégugditary involvement
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during the 1960s and 1970s in Angola and Mozambique had the characteriptigatef goods.

In both cases, the pursuit of private goods was correlated teaged military expenditures
thereby masking the incidence of free-riding within NA¥CConsequently, Oneal and Elrod
excluded data from these countries during the periods they werainmuithese secondary

security interests.

Once these countries were excluded from the analysis, Oneallradskggested that
the empirical data still reflected the prevalence of fréigg. This finding reinforced Olson’s
theory of exploitation of the strong by the weak. Oneal and Elrodtusetheasures to conduct
their analysis: defense burdens as a fraction of NATO averagetanthrd deviation of defense
burdens. The defense burden fraction was derived by dividing the ratiditafy expenditures
to GDP by the ratio of total NATO military expenditures taatdATO GDP. A fraction less
than one represented a light defense burden and a fraction ghest@ne represented a heavy
defense burden. Oneal and Elrod also suggested that the declsoo@fsn between economic
size (GDP) and defense burden reflected increased interdeperatehasoperation within
NATO. Oneal and Elrod attributed this increased coordination to freqoemtacts and
cooperation within European organizations. In support of this argumentdémegnstrated a
decline in the standard deviation of defense burdens of European countuieh, they

suggested was a proxy measure for testing coopefation.

Oneal and Elrod built upon Olson’s concept of a uniquely privileged grougrdéyp is

said to be uniquely privileged when there is one member very muggr ldwan the others who
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can profitably provide the good acting alori&As a uniquely privileged group, NATO members
would therefore have even stronger incentivefsge rideon the U.S. Conversely, as the relative
power of the U.S. declined, so too should free-riding behavior. As thiedJ8tates became less
economically dominant, it would be less willing to bear a disproporeosiaare of the defense
burden. As its relative economic position weakened, the U.S. redes®delative benefit from
NATO and had a diminishing capacity to bear the costs. Therefsireg European economies
would be expected to increase their proportion of the defense burdemperczate for the U.S.
decline and to protect their own increasing economic growth. Thisradesmply that NATO
states would collectively provide an optimal amount of securityy tmdt the distribution of

costs would adjust to this new balance of economic power.

An alternative explanation — the Joint Product Model

James Murdoch and Todd Sandler challenged Oneal and Elrod’s hypothegishicmnc
the effect of declining hegemonic power on defense expenditul&TD allies. Murdoch and
Sandler claimed that between 1979 and 1987, the U.S. share of BA3d¥3 Domestic Product
(GDP) increased slightly (2.16%) while its share of NATCOitary expenditures rose by

11.9%2% They suggested that this was inconsistent with the declining hegemony argtiment

Using expenditure data reported by NATO and GDP figures obtaired the
International Monetary fund, Figure 2.1 presents the defense experatitiieconomic data of
the U.S. in relation to NATO, from 1975 until 2005. This figure suggéstischanges in ratio of

U.S. to NATO defense expenditures are positively correlatedoléhges in the ratio of U.S. to
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NATO GDP. However, the U.S. share of NATO GDP decreased 1@% 1875 to 1980, while
its share of NATO military expenditures only decreased 5%. Ar@8@ to 1985, the U.S. share
of NATO GDP increased 24%, while its share of NATO militagpenditures increased only
18%. This data supports Murdoch and Sandler's arguments counter the hegdpuime
theory. However, there is a divergence after 2000. While the U.S shaXATO military

expenditures increased between 2000 and 2005, the U.S. share of NATO GDP acturadigt.decl
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Figure 2.1Military Spending in relation to GDP

Murdoch and Sandler inferred from these patterns that U.S. miktggenditures were
better explained by the joint product model. According to this modelnih&ary activity of an
ally may yield pure public, impure public, and/or private benefitint( products).*® For
example, conventional forces could provide a public good (deterrencehewrcould be

committed to the defense of one country and thus unavailable for use elsewhefer@heval).
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Murdoch and Sandler suggested that earlier studies may haveedisiarden-sharing analyses
by counting all alliance expenditures as public goods. Murdoch and Sandigested that when
the U.S. pursued private or imperfect public goods, other allies haurtpensate for alliance
shortfalls. Murdoch and Sandler attributed the spike in the relativentili&ary expenditures in
1985 to a new flexible response strategy and a shift in U.S. speondiagds more public goods
(strategic weapons) under President Reagan (see Figure 2.1). Butseothanges increased the
public security goods provided by the U.S. and therefore increasedpportunity for free-
riding among NATO allies. More recently, from 2000 to 2005, the U.SestlaNATO GDP
decreased by 6%, while its share of NATO military expenditimereased by 2% (see Figure
2.1). This suggests that the U.S. might have been pursuing private $eleiity this period.

This explanation is examined in further detail in Chapter 4.

Murdoch and Sandler also used a different methodology to examine burdiegshan
Oneal and Elrod. They looked at total demand for military expendinfresach state as a
function of relative prices, GDP and spillovers from other NATO bemin the previous year.
Spillover represents the security benefit received by amedliamember due to the provision of
military capability (and thus deterrence) by other membenstdbth and Sandler measured
spillover as the average NATO military expenditures. It isstiibover effect that explains why

utility maximizing states will be able foee ride.

In none of these early studies did scholars try to explain \qstiate preferences for

security goods, other than within the collective action paradigm eTita¢i®nal actor approaches
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assumed homogenous state preferences and ignored second image erpléoratarying state
behavior. For example, the burden-sharing literature did not attemphkt U.S. military
expenditures to political considerations such as domestic intgoegi pressure (e.g. the defense
industry), or bureaucratic pathologies of the Department of DefeNse did they examine the
free-riding behavior of NATO allies by looking for path dependent explanations suich post-
war aversion to militarism in Germany. Therefore, some ofetlat®rnative explanations are
examined later in this project to control for other factors thiggt influence individual state

burden-sharing behavior.

Non-Article 5 Missions as Private or Impure-Public Goods

Formed primarily as a defensive alliance, NATO found itse#frindentity crisis after the
fall of the Soviet Union. Theaison d'étreof the alliance was embodied in Article 5 of the North
Atlantic Treaty. Article 5 states that an attack on one bermwas considered an attack on all
members of the alliance. Having invested considerable resamdesffort into maintaining the
alliance and facing a great deal of uncertainty, NATO memtasised their Strategic Concept.
This new concept moved away from focusing purely on Article 5, ctolee defense missions
based on a Soviet threat. Rather, NATO would now focus on craiagement and non-Article
5 missions both within and outside the NATO area of operation. In doing so, NATO added a new
dimension to collective action problems within the alliance. Some artha due to these
problems, NATO members would be reluctant to support these discrgtiomat-of-area

missions?®
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Joseph Lepgold characterized the nature of these new missionsn{taniaa and
peacekeeping), as either private or impure public goods and analyzedhbowunique
characteristics, risks, and resources requirements would impatenbsinaring’ Traditional
security goods provided by NATO (e.g. deterrence) are excludaitdede of the alliance and
non-rival within the alliance. Therefore, once provided, these goods lsewdnsumed by many
states without diminishing the protection given to existing alliepgold theorized that these
characteristics facilitated cooperation in burden-sharing. AmMBAJO’s new missions,
Lepgold considered humanitarian operations as public goods (both non-exeladabhon-
rival) so long as they were of short duration and limited scogepuke public goods, these
operations lend themselves to free-riding, especially by statgside of the alliance.
Alternatively, humanitarian operations could be characterized a&sies f private goods if
actors had different substantive objectives. Therefore, one wouldtegeater contributions by
those who benefit the most from the humanitarian operation or havendse ambitious

objectives.

Peacekeeping operations are potentially even more detrimei@ibhce burden-sharing
since they are both non-excludable and rival. “Goods that are non-exelyddbival, such as
peace operations ... pose quite different incentives as comparetheo gublic or private
goods... They tend to be undersupplied because they are non-excludable, bigaheyd to be
over-consumed because they are rival in consumptfoRdiitically, this is quite intuitive. It is
difficult to mobilize political will and resources to defend peaple far away land. It is even

more difficult when the assisted state is not an ally, ardirect security threat is absent. Even if
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alliance members reach consensus on conducting a peacekeeping nmdsi@ual incentives
will often encourage free-riding in the execution of that missienméke matters worse, even if
members do not contribute fully or bear proportional risk, theyrsttiéive the benefit of the

ensuing peace.

There are two main reasons these missions were charactesiziedl: output rivalry and
input rivalry. Output rivalry refers to the fact that once peagpikg forces are committed to an
operation, they are effectively unavailable for use elsewherehasdrivval in consumption. For
example, forces committed in the Balkans are unavailable for otissions elsewhere and do
not provide a deterrent effect in other troubled areas such asdifgan. Input rivalry refers to
the competition for scarce military resources required in peapéng operations. These
operations often require specialized military assets (i.e.i&@pEorces, military police and
reconstruction units) that are neither fungible nor easily regplageonventional defense forces.
These specialized units are scarce and once committed aréalviavfar other operations. This
exacerbates the collective action problem in that the supply s¢ tloeces constrains alliance
flexibility. If NATO were to commit to an operation and then subsetiydind itself unable to
accomplish the mission due to insufficient troop contributions, this wouldmgtundermine
NATO’s credibility in both Article 5 and non-Article 5 scenaridsjt also jeopardize the

cohesion of the alliance itself.
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Dimensions of costs and risk for burden-sharing

Forster and Cimbala’s more recent study of burden-sharing expaneelefinition of
burden-sharing to encompass economic and political burdens in addition tditdwy turdens
emphasized in past reseafétizorster and Cimbala identify three dimensions of burden-sharing:
implications of non-involvement and failure; hidden burdens; and increamtence against
peacekeeping units. These last two dimensions raise the costsdehdsimaring. Forster and
Cimbala examine these burdens in three cases of multinationatioperautside of NATO’s
area. This is an important contribution to the literature becaussters on the political risk of
troop contributions. While military expenditures are certainly yeitical, the deployment of
forces to another country carries even greater political risls sk is exacerbated when the
mission does not pose a direct threat to the security of theenteg states. As Forster and
Cimbala point out, the relatively small number (though very publiayatass suffered by the
U.S. and Pakistan in Somalia in 1993 had a significant impact on mgdation and resulted in
the decision to withdraw American troops. Thus the acceptance of polgical contributing to

NATO peacekeeping missions has become an important aspect of burden-sharing.

The literature on burden-sharing within NATO is rich and extendine there is a
noticeable lacuna in two areas related to NATO. First, as efforts tggten the European pillar
of the alliance increase, burden-sharing issues among the nondteS.a§ NATO are becoming

more relevant. To date, few scholars have unpacked the data tmexamden-sharing among
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the non-U.S. members of the alliance (other than to exclude ewlieh as Greece, Portugal,
and Turkey) The main focus of the literature has been on the proportion of thesddferden
shouldered by the United States versus the Western Europess $tas study aims to address
this gap. Secondly, current literature does not address the imp&ATO enlargement on
burden-sharing despite the fact that alliance membership iedré@sn 16 states to 19 in 1999
and to 26 in 2004. It is important to understand whether or not an inaneasenbership led to
greater free-riding behavior in NATO. Rational choice and sagicdd institutionalism provide

greater insight into this important issue.

Theoretical implications of NATO enlargement: burden-sharing

Rational choice institutionalism (RCI) provides additional insigint® cooperation
within international organizations such as NATO. Rational choicdutiehalism provides a
functional explanation for why states are able to cooperate ti Gjpinternational anarchy and
the endemic fear for survival. These functionalist approaches, mwshanly associated with
the work of Robert Keohane, identify uncertainty and lack of in&bion as key factors
inhibiting interstate cooperation. Rational choice has been descaibesl “methodological
approach that explains both individual and collective (social) outcami&sms of individual
goal-seeking under constraints3!. RCI goes beyond the logic of collective action in that it
recognizes the ability of institutions to change the incentivet®ra face. International
organizations, such as NATO, are able to facilitate cooperatioprdyiding information,
reducing transaction costs, and monitoring compliance with the normsrudesl of the

organization. In an institution such as NATO, one would expect a#isstat pursue common
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goals (such as deterrence and defense cooperation) in an attemgtimize their utility and to
enhance their chances of survival. International organizations alsa@rguidelines for actor
behavior and shape expectations of the behavior of other actors angtr@zation. For these
reasons, RCI has important implications for the burden-sharingedeldbath are not merely

extensions of the logic of collective action.

The rational choice literature also discusses the role of cigdiand reputation in
explaining international cooperation. Robert KeohaAdter Hegemonyet the foundation for
explaining how the functional benefits of institutions could overcome iivesnto defect from
commitments and could lead to concerns over reputation. The shadowfaifutieeargument,
used in game theory, also supported this concern over repufatisnanother study, Layna
Mosley suggested that, in order for states to cooperate melynghey must first be able to
make credible commitments to their fellow allies. “In the postd/ War Il era,
intergovernmental institutions often helped solve the free-rider pmplalkbowing relevant actors
to commit credibly to assist in the provision of public gootdsis in any cooperative situation,
a good reputation reduces uncertainty, increases the clarity ofiseggmand enhances the
credibility of commitments. Once an ally has a reputation fortimgets commitments, it is
easier for that state to make additional commitments and to ddepdavel of cooperation
within the alliance. As Keohane explains, “a good reputation makesigr for a government to
enter into advantageous international agreements; tarnishing thattimputgposes costs by
making agreements more difficult to reachlh fact, states sometimes sacrifice short term goals

to maintain their reputation in view of future neédisn order for reputation to matter, an
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institution has to have a mechanism to provide information about burdengshad monitor

compliance with institutional decisions and norm.

NATO institutions and procedures facilitate the sharing of infdion and the
monitoring of ally compliance. NATO has a civilian and militamganization and a Secretary
General to oversee alliance operations. The Supreme Headquardieds Pdwers Europe
(SHAPE) and the NATO Military Committee identify necessamgpabilities and forces,
coordinate state contributions, and perform a monitoring functiorhéalliance. NATO has a
systematic defense review process that assesses forcelitapadmd financial plans against
mutually agreed upon NATO force goals. According to the NATO Handbdudk, defense
review provides “an evaluation of the extent to which the burden mtfiboting to Alliance

capabilities and military operations is equitably distributed among merabetries.®°

NATO also has a unified command structure and STANAGs (standtodiz
agreements) to ensure interoperability, reduce transaction cwbkigr@vide increasing returns
from alliance participation. After fifty plus years of satprcooperation, NATO allies have also
incurred significant costs by investing in NATO operating procesiuiacilities, a fleet of early
warning aircraft, and a large military staff. NATO hdsoaestablished an elaborate system of
common funding mechanisms to distribute alliance costs on an agpeed ability to pay
criteria. These institutional features provide functional benéfitmember states by providing

information, monitoring compliance, and reducing the transaction costs of cooperati
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These institutional features also provide clues as to the inceriigesy new NATO
members. In some respects, new members in an international otiganszech as NATO begin
at a disadvantage. Lacking the many years of close interactobrsexurity cooperation that
established members have enjoyed, their position within the@dlis more uncertain. Wanting
to fully benefit from the security guarantees of NATO, RCI wlol@lad us to believe that new
members would be especially sensitive to establishing a good reputdéw members should
therefore be more willing to share the burdens of collective $gcororder to enhance their
credibility and prove their worth to the other allies. This burderisg would include troop
contributions to NATO missions. As noted in a recent work on burdemghédthe willingness
to participate in out-of-area actions has almost become aftassage for new Alliance states

and those seeking membership.”

Sociological Institutionalism: a normative explanation of cooperation

In contrast, sociological institutionalism privileges ideas andvedge over material
forces. Friedrich Kratochwil and John Ruggie emphasize the sotgective quality of
institutions and the role of knowledge in explaining the demand for compenarsus the
functional emphasis of RGY.Socialization is especially influential for new or novice mersbe
of any interactior’’® Jeffrey Checkel identified three different mechanism®oiatization?® The
most basic type, strategic calculation, involves using social iwesn{such as status and
shaming) and material incentives (such as aid and membershhpgrigecactor preferences. For
example, aspiring members might resolve outstanding border disputeder to improve

chances for membership in NATO. What begins as rational adaptatenrually leads to an
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internalization of norms and a change in preference. This ifit=rti@n requires what John
Ruggie called “dynamic density,” or a prolonged, sustained, and entleggee of cooperation.
This process not only occurs within the international institutions, lsat within domestic

institutions.

The next socialization mechanism is role playing. In role playimgitutions influence
state behavior through the logic of appropriatefiegtor behavior depends on who the actor
is, what the situation is, and what is appropriate behavior givenrtieiand the situatioff.
This identity is shaped by many factors including history, culaué religion. When a state
begins to learn, accept and operate within the norms and rules oftiéutiams role playing
suggests that the state’s behavior will change over timeimgates other members of the new
group. For example, new members states might feel compellennioak conscription seeing
that other NATO members have moved to professional military fordesCheckel notes,

instrumental adaptation is prevalent during both of these two mechanisms.

The final social mechanism is normative suadfodnder normative suasion, states are
not only rational actors, but also self-reflective. This meansdiiades are open to persuasion
through discourseand argumentatioff. States behavior under normative suasion transcends
instrumental adaptation and reflects an internalization of rules\amds of an institution over
time. The longer and more intensely an actor is socialized, the itlsdoehavior is expected to

conform to accepted social norms of the institution. For example, &NAGW member might
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feel compelled to offer forces to a NATO mission based on thésrnalization of NATO

burden-sharing norms.

In her 2005 article inInternational Organization Alexandra Gheciu examined
socialization processes in NATO for two aspiring NATO states: Czech Republic and
Romania. Gheciu found that extensive, systematic and persistdmngeand persuasion efforts
were directed by NATO toward eastern European states priNATO accession. In various
forums, including the Partnership for Peace Program (PfP) and tine aomprehensive
Membership Action Plan (MAP) programs, NATO officials soughteach appropriate behavior
and liberal democratic norms; promote organizational reforms; anduege changes in
domestic laws and institutions to embed these norms in aspiring N&Adi@s. In addition to
socializing elites, NATO also sought to persuade the publicge lnat NATO accession and
reforms were in their best interests. Given this extensivertefbeginning years prior to
accession, an argument could be made that new members have been salthsooiajized in
NATO norms that they would be expected to burden-share at ar Hegled than established
members, in a similar manner as converts are often more dawduneticulous in observing

their faith than those born into a religion.

The question is whether or not the scope conditions exist in NATQédse tsocialization
mechanisms to be effective. Some of these scope conditions include actacs in a novel and
uncertain environment (which certainly applied to the immediate palst\War period) and an

authoritative socializing institution (e.g. NATO). Within NATO aitsl partnership programs,
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extensive socialization efforts for new members occurred ovenaatl periods of time and

seemed to meet these two pre-conditions.

The political structure of NATO is multilayered and integrafelly with a parallel
military structure. All NATO decisions are based on consendusndrms of the alliance stress
consultation, shared burdens, multilateralism and political soldariere is also a shared
common identity that permeates the alliance. A press releasetie 2006 NATO summit in
Riga encapsulates the NATO self-conception. “The principlehef indivisibility of Allied
security is fundamental, and our solidarity gives us the stretmtmeet new challenges
together.”® Frequent interaction across a wide spectrum of issues owetdext periods of time
has instilled trust and common expectations among NATO membersshidred common
identity and the prolonged, sustained, and intense cooperation within NAiB@esahe scope

conditions for socialization.

Since the end of the Cold War, NATO has made enlargement and damperi#h non-
member countries a priority. An integral part of this strateggy been NATO’s two programs to
socialize new and prospective members and non-alliance parfiersPartnership for Peace
Program (PfP) was designed to facilitate interoperability, ptgate civilian control over the
military, and other democratic norms and procedures. The Mempbehsiion Plan (MAP),
approved at the 1999 Washington Summit, was specifically designed pargreandidate
members for accession. It entails reporting requirements bpgubsountries and feedback on

progress from NATO on political and economic reform, defense refonititary resource
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requirements, information security and the compatibility of domdstislation with NATO
requirements. These programs help to teach liberal-demonmatits and persuade prospective
members to adopt more representative and transparent institutionmsy Bsciological
institutionalism, one might predict that new NATO members would beemprone tdree ride
than existing members who have been more fully socialized inteptieg and supporting

NATO norms such as burden-sharing.

Hypotheses

Based on these theoretical insights, it is possible to put forseare hypotheses about
burden-sharing within the context of NATO. According to the logicadtective action and the
rational choice institutional approach, larger states should recgaater relative benefit from
the public goods provided by an alliance. Because they have nearepmople and wealth to
protect, larger countries should be willing and able to spend moredivedhe public goods of
the alliance (security) than economically smaller or pegsulous states. Conversely, the amount
of public goods (security) provided by the larger states satisf@st of the demand for smaller
states. Therefore, these smaller states would maximizeutiigy by free-riding or contributing

less to the alliance than would be optimal for the collective. Therefore:

H1: Large states (with a % of population and GDP greater than the NATO mean) should,
on average, share a greater relative proportion of burdens (defense expesdis % GDP and

contributions to NATO missions) than smaller states.
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Rational choice institutionalism also predicts that not all kistates will be able to
contribute to burden-sharing to the same degree. However, the egpansion of NATO adds
a new variable that might impact these utility functions. Kkan®le, new member states might
have a fear of abandonment or desire to enter into other mullilatstitdutions, such as the
European Union (EU). Therefore, new member states have a slesirg to demonstrate their
reliability to their fellow NATO members. These statesyrhave feared that free-riding would
weaken their credibility and could possibly result in an exclusiotha@f state from security
guarantees or membership in the EU. Therefore, their concernt&liglsing credibility and
demonstrating capability should result in stronger incentives to shadens within NATO,

despite outside constraints such as relatively less developed economies.

H2: New member states should, on average, share a greater relative jpwopoft
burdens (defense expenditures as % GDP and contributions to NAKWme)sthan older

members of the alliance, controlling for size and threat.

Yet a rational choice explanation could be used to suggest that eevwen burden-
sharing would decline after membership. Judith Kelley, in a sthithyeanfluence of European
institutions on East European countries after the fall of the Sdymebn, found that
conditionality was more effective than socialization in changiognestic policy. While
acknowledging that socialization efforts often guided these idasis Judith Kelley
demonstrated that membership conditionality was highly correlatgéd desired policy
outcomes’? Thus, instrumental actors weighed the costs and benefits of méipbesssus the

domestic political cost of implementing reforms. Given this agiat calculation, one would
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expect that once membership was attained domestic elites woalt teetheir prior preferences

and attempt to shirk their responsibilities.

This argument differs from the previous rational choice institutignadliction in that
concerns for establishing credibility or maintaining reputationoateeighed by incentives to
free rideafter accession. Once a state has gained membership, NATO ldsesrage over new
members and the new state might be expected to shirk theansakilities andree ride The
way to distinguish whether incomplete socialization of newer meesnlor the removal of
constraints led to this outcome would be to examine state behafooe lbad after accession. If
conditionality is responsible, there should be a decline in burden-sharmeyv member states
(compared to older members) after formal accession into NAT@. [€ads to the following

corollary hypothesis:

H2a: New member states should, on average, bear a declining relative poopoft

burdens after accession into NATO.

As suggested earlier, the sociological institutionalism approasimg the logic of
appropriateness, often supports different predictions about new memtes: €2lder members
of NATO have been exposed to extensive and routine social inberamter the life of the
alliance. Consequently, they should have internalized the norms of nkslideng more
extensively than newer members. Since burden-sharing is a funi@ddnveell-established norm
within NATO, one should expect that older members of NATO would be midliag to share
burdens than newer members that have yet to be fully socializesl. génerates a third,

competing hypothesis:
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H3: Old member states should, on average, share a greater relative popati
burdens (defense expenditures as % GDP and contributions to NAT@nswjsghan new

members of the alliance, controlling for size and threat.

The recent enlargement of NATO should also generate some observabletiomdifa
burden-sharing if the logic of collective action is a valid theoreticaloggbr. The logic of
collective action states that as the size of the group grows, the more sabtptimevel of
public goods supplied. Thus, as the size of NATO increased from 16 members to 19 and
eventually 26 members, there should have been an increase in free-riding belaalmgy o
suboptimal provision of security. This is especially true given NATO'’s radiamcconsensus
decision making and lack of sanctioning mechanisms. As Celeste Wallanded paityténearly
alone among international institutions, NATO does not have procedures for dealting wit
members that violate its rules and standafd3 e increasing size of membership and lack of a

formal sanctioning mechanism within NATO generates a fourth hypothesis:
H4: Free riding within NATO should increase with the addition of new members.

In order to adequately test these hypotheses, they are evahgaatst the null
hypotheses (that these variables have no statistically sigmifieffect) and other rival
explanations. Not only are these hypotheses competively testedstagaich other using
statistical models, but this project also attempts to controlrif@ explanations based on
competing theoretical explanatioffs. A summary of these hypotheses and the tests are listed in

Table 2.1.
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Table 2.1: Hypotheses on burden-sharing

Theoretical basis Rival Explanations
A Large states will share greater relative | Logic of Collective Null Hypothesis or
proportion of burdens than small stateg Action and RCI joint product model
H2 New members will share greater relativeRational Choice Null Hypothesis or H3;
burdens than old members Institutionalism Old > New
Hea: New member burden-sharing declines | Rational Choice Null Hypothesis or
after accession into NATO. Institutionalism Burden-sharing
increases to build
credibility
H3:
Old members will share greater relative Sociological Null Hypothesis or H2;
burdens than new members Institutionalism New > Old
4 Free riding behavior should Logic of Collective Null Hypothesis
increase with NATO enlargement Action

Additional Factors: Insights from Liberalism and Realism

A liberal theoretical perspective would offer alternative predictions for bustaring

based on endogenous factors within each country. Rational choice assumes statagaoybe

actors, often with fixed preferences. Liberalism makes fundamentakyettfassumptions

about the status of states. In liberal theory, states are seen aswapikese not actors, whose

preferences are determined by domestic political processes and bar§Hifiegefore, answers

to state behavior are found at the domestic level versus the internationa! @wmelsuch answer
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lies in public opinion. In representative forms of government, public opinion can be used as a
“thermostat” or signal to policy makers to adjust public policy behavibr studies of the

United States and the United Kingdom, Soroka and Wlezien found that changes in defense
spending followed domestic public preferences in addition to external factors, shobeas t
perceptiorr? They also found evidence of a “guns versus butter” trade-off in that levels of
defense spending and domestic spending were inversely r&idtieds one might expect that as
priorities shift to domestic programs, such as welfare spending, deferesedéxres would

decline.

Some liberal theorists suggest that partisan ideology, ordered on alé&eaade,
impacts policy outcome¥.Parties adopt certain policies, consistent with their ideologies, to
maximize votes. Traditional wisdom, at least in the United States, holds thaingf
governments are more likely to increase welfare spending over defense, igthileing parties
are assumed to prioritize national security and defense over socialeves{feenditures. Wlezien
showed that partisan control of the U.S. Presidency and Congress was cowealafedse
spending levels> Additionally, Breunig found a relationship between the partisan composition
of government and the distribution of the budget between policy sétfmsrefore, changes in
the partisan control of government might impact military expendituresrespas a part of

burden-sharing.

However, the findings are mixed. Brauninger’s study of nineteen Oranization for

Economic Co-Operation (OECD ) countries demonstrate that a governmeni@iasaan
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ideological spectrum (left or right) was not correlated with their defensggslbut rather to a
government’s policy preference for defefisn fact, there was very little deviation from year to
year as compared to other budget sectors. In Soroka and Wleizen’s study, the intqgact of t
partisan composition of government is also insignificant in explaining defense expesdit
Finally, Budge et al. demonstrated in a cross-national analysis thasdefependitures
consistently declined over a forty year period, beginning in 1945, regardless of thia party

power>®

Realists would claim that they could explain state behavior within NATOdusing on
power and threat. Most realists would suggest that NATO norms and socializatiowidéd li
any effect on an individual members’ military expenditures. Rather, thegsithat states
balance against either power or threats, such as Russia. Thereforen Rulisiey expenditures
have been used as a common measure of threat in studies of burden-sharing withit¥ MNATO
these studies, military expenditures were seen as a measurable proxgrioideg aggregate
military power. This project also examines Russian military spendingesf the plausible

measures of threat.

This project also incorporates several alternative proxy measutt@®af to attempt to
control for its effect on burden-sharing. A most promising challenge toyfieheses in the last
section comes from Stephen Walt's concept of balance of frieathis theory, threat is a
function of four characteristics of the potential enemy: aggregate power,ioéf@asver,

offensive intent, and geographic proximityAny changes to the first two power variables for
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Russia (aggregate power and offensive power) should have constant effects on@lhatdhs
and can therefore be excluded. Given Russia’s relatively benign geopodikatedins with
European nations during the post-Cold War period, Russia’s intentions towards NAGJit3 nat
during this timeframe could be considered peaceful, at best, or non-hostile. Hower, re
events (the cyber attack on Estonia in 2007 and the invasion of Georgia in 2008) as well as
continuing disputes over natural gas and anti-missile defense systemg thajgeassian intent
may not be benign after 2006. The only threat variable that definitely varies byycdwinirg

this period is the proximity to Russia. This distance can be measured in kitsifoaipitol to
capitol) or as a dummy variable (contiguous borders or non-contiguous borders).hdsig t
proxy measures, this project also attempts to account for threat effects amshedag by

controlling for proximity to Russia.

In the next two chapters, several independent variables are added to theastaiostel
to try to control for these alternative explanations of burden-sharing behagain in Chapter
6, the case studies look at how varying domestic constraints and threat perceptichgienpa
behavior of new NATO members. While it is impossible to control for all independeal hes,
this study uses international relations theory to identify and control for thdikebg influences

on burden-sharing.
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CHAPTER 3
BURDEN-SHARING DURING THE COLD WAR: A BASELINE

Macro-level analysis of burden-sharing: A Baseline (1975- 1991)

The burden-sharing issue will continue to dog the Alliance either until we can sucgessfull
redistribute the burden or reduce it...
Jim Moody in Shifting into Neutral

The last chapter identified the theoretical basis for theareh questions in this project.
This chapter develops a statistical model to test the major lisgexd. Multiple methods are
used in this chapter to test the robustness of these findings. ntimegé during this Cold War

period provide a good control for the post-Cold War findings examined in Chapter 4.

The first hypothesis is that large states will shareeatgr relative proportion of burdens
than small states. This hypothesis is directly derived ftbhen logic of collective action
discussed in depth in Chapter Two. The findings concerning thehfipsithesis are mixed.
When using standard OLS regression, none of the results arecstiyisignificant though three
out of six coefficients are positive as expected. Using th&ovdecomposition method to
account for the effects of time invariant variables, the figgiothesis is only supported for
population size, both with and without the United States. Surprisitigdyfirst hypothesis is not

supported for GDP when the U.S. is excluded and using Vector Decompogitidact, these
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results suggest that, as income increases, military expendigigepercentage of GDP decrease

on average. However this finding is not robust.

This chapter also tests the second and third hypotheses, whethenemelers or old
members of NATO share a greater relative proportion of burdginge there was only one new
member during this period, the results are not very generaliz&ble results generally support
the second hypothesis if the U.S. is excluded. The shorter gt lehmembership, the higher
the military expenditures as a percentage of GDP. Howevéusion of the U.S. in the data set

yields the opposite result, which supports the third hypothesis.

The model also yields an interesting finding about threat. Though dud Russian
military expenditures were correlated, it appears that Russipenditures followed changes in
U.S. military expenditures as a percentage of GDP. Not sungigisinon-U.S. military
expenditures were strongly correlated to changes in Russigarygxpenditures during the
portion of the Cold War period examined. As Russian military expeeditncreased, so too
did non-U.S. NATO military expenditures as a percentage of GD#s résult was statistically
significant.  Finally, this chapter develops a reliable modeltr@ demand for military

expenditures as a percentage of GDP to be applied to the post-Cold War period.

Research Design

The following analysis of the effect of new membership on burdemrghbuilds on

Sandler and Hartley’'s 1999 book, The Political Economy of NATOthis study, Sandler and
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Hartley revised their earlier demand function for defense byngdalivariable representing a

change in military doctrine. The formula for that demand function is listed below:

DEF = f INCOME, PRICE, SPILLINS, THREAT, STRATEGIE)

In this demand function, DEF, the dependent variable, represents ré&rymi
expenditure. INCOME represents a measure of real national @camsh as gross domestic
product. PRICE represents the relative price of defense goodktionghip to non-defense
goods. The other independent variables were the key variablesi@sinin discussing free-
riding behavior: SPILLINS and THREAT. SPILLINS was usedaseasure of the impact of
other allied spending on defense expenditures. This was measusths df real military
expenditures. THREAT represented the defense outlays of all@areraies (e.g. the USSR).
Finally, a STRATEGIC variable was added to account for chamgaslitary doctrines. This

was an addition to their earlier model found in The Economics of Deferdished in 1995.

This project uses Sandler and Hartley’'s demand function as awmaké&r examining
burden-sharing behavior for new members. However, their modelustedjto make it more
policy relevant to the NATO burden-sharing issue among new members and tinoet{gorate
available empirical data. First, this project uses percergfgeilitary expenditures to gross
domestic product (% GLQW as the dependent variable and a measure of burden-sharing instead
of real defense expenditures. This is the most common measbuedeh-sharing used in the

literature on NATCG?  This measure is also policy relevant and has been used B MAd
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NATO member states to evaluate contributions to the alliante.the 1980's NATO had a
standard that military expenditures as a percentage of GDP simuuéchse at a 3% annual
rate.” At the Prague Summit in 2002, NATO established a new benchmiagdlied military
expenditures as 2% of GDPThat standard is still relevant today, thus military experetas

a percentage of GDP are substituted for real military expenditures.

Using military expenditures as a percentage of GDP also hefokfor income effects
by including national income in the denominator of the dependent varidblerefore, there is
no need to maintain an independent variable for INCOME in the baseoequBRICE is also
excluded from this model largely due to the lack of accurate atataggregate measures of
defense prices across the alliance. As noted in previous workes“dtanot maintain indices of
the price of military activity, [therefore] data on price geically not available®. This should
not bias the results so long as the price of military goods Veaved at the same rate as non-
defense goods or if demand for military goods is relatively stiela The bureaucratic nature of
the military budget process and the domestic political considerati@sinfluence military
expenditures support the assumption of an inelastic demand function. T$ierdee remove
PRICE is in line with Sandler and Hartley’'s earlier waosk the demand for military
expenditures and other quantitative studies that suggest this is dggreyten using military

expenditures as a percentage of GDP as the dependent variable.

This project also excludes the variable, STRATEGIC, from the demand functatherR

two separate data sets are used to account for changed statagaments and corresponding
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changes to the alliance military doctrine. The first datacovers the period from 1975 to 1991.

Chapter 4 covers the period from 1992 to 2006.

Methodology

The ordinary least squares regression (OLS) model analyzes pooled ctiosskgne
series data on NATO members from 1975 to 1991. The year 1975 was selected aspihiatstart
for the first panel for several reasons. 1975 was the first year aftereGGRagtugal, and Spain
transitioned from dictatorships to democratic government. It was also tlyedaof U.S.
involvement in Vietnam. Finally, 1975 was the year that the Conference on Seadrity
Cooperation in Europe (CSCE) signed the Final Act, known as the Helsinki Aécamisng
other things, the participants in this accord agreed to greater cooperatiopéatietul
settlement of disputes and to respect the sovereignty of national borders. ahislsegies of
“voluntary confidence and security-building measutéisat helped to reduce tensions between

NATO countries and the Warsaw Pact.

The “threat” environment during this period was one of moderately stable confrantati
between the West and the Warsaw Pact. However this does not imply a beregjcstra
environment. The Soviet invasion of Afghanistan in 1979 certainly heightened tensionsrbetwe
east and west, as did the declaration of martial law in Poland in"498he Reagan military
buildup also occurred during this period. According to Sandler and Hartley, the demand
equation for NATO defense expenditures also changed during this period due to NATO’s

transition first to the flexible response strategy and then to the forward esteaitegy. These
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changes supposedly increased the complementarities between NATO mepenelitares and
reduced the incentives free ride'" It was also during this period that Spain was admitted into
NATO; the first enlargement of the alliance since 1955. The year 1991 wasdscthe end
date since that was the year that the Soviet Union collapsed and the Yeltsin goveeinss
power. 1991 was also the year that the Baltic States claimed and won their independe

This panel does not include data on new NATO members who joined after 1998 because
reliable and accurate data on military expenditures of the former W&aavcountries is

unavailable. The model of burden-sharing used in this project is indicated in themtpeatdiv:

%GDR; =0 + pi(Economic Growth) + f2(DVLagi.1) + B3 (Spillover) + B4 (Sizg) + Bs
(Threag) + Ag (Political Party) + A7 (NATO) + Ag (EU) + B9 (Member Age) +ij=1 vi Country

+ 6

%GDR is the percentage of military expenditures to GDP (dependent variable).

Subscript represents a specific counttylenotes time, and the other variables are:

1. Economic Growthis a variable representing change in GDP from tihéo t for
countryi. This measures the impact of changes to the denominator of the dependent variable
(GDP) on burden-sharing as a percentage of GIR.is represented lgdpchgin the STATA
model®?

2. %DVLag. is a lag variable of the percentage of military expenditures to GDP in time
t-1. This is represented lolvlagin the STATA model.

3. Spillovey is a variable representing the average percentage of military etypesdd
GDP of other NATO allies. This measure checks for benefits received frmnméembers’

spending. Various measures of spillover are used.
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4. Sizg is an ordinal variable to control for the size of a state’s GDP, population, or
physical area. This is an important measure in analyzing the larges wengall state hypothesis
of the logic of collective action.

5. Threatis used to control for the independent role of threat in influencing military
expenditures. Again several measures are tested sequentially.

6. Political Partyis a dummy variable for the partisanship of the government in power,
as measured by the party of the Prime Minister.

7. NATG; is a dummy variable to control for the effect of membership in NATO. This is
represented bgato in the STATA model.

8. EU; is a dummy variable to control for the effect of membership in the European
Union on burden-sharing. This is represente@uin the STATA model.

9. Member Aggis one of the main independent variables of interest used to measure the
influence of the length of membership on burden-sharing behavior. It is measues Hpfy
membership in NATO. This is representeddggin the STATA model.

10. Countryis a dummy variable to account for fixed, country specific effects that are
consistent over time. This is important because OLS estimates of coesfiare often subject
to omitted variable bias. In this model, the country dummy variable fotuhes'left out and is
reflected in the constant. As Turkey historically has a higher level afisleepending than its
alliance partners, the value for the constant is positive and relativelyakegbasis of

comparison.

The data are initially explored using an autoregressive, ordinary leastsgegression
(OLS). The basic function used in all models includes the dependent variable and the
independent variables of Economic groglpchg) GDP lag(dvlag), and a Spillover variable.

Since there have been different measures of spillover in previous studies, thuswitbgdso
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test multiple measures in the subsequent models. The next subsection examimesabuees

of spillover.

Testing the Logic of Collective Action in NATO: Spillover

Model 1, using a spillover variable derived from the average of ailies’ defense
expenditures as a percentage of GDP, explained approximately 98% ahnual variance in
defense burdens. The first interesting result is that militapemditures, as a percentage of
GDP, are not sensitive to changes in economic growth as medsutnges in GDP. Not
only is the coefficient for GDP very small, but it is also statistically significant. Model 1
suggests that the demand for military expenditures was rdyaiivgervious to short term
fluctuations in economic growth during this period. This is consistéiit a threat based
demand function. Not surprisingly, there is a statistically Bagmt relationship (at the .001
level) between military expenditures as a percentage of @ the one year lag of the
dependent variablelvlag For every one percent increasediriag, military expenditures as a
percentage of GDP increase, on average, .497%. Finally, trebleafor spillover is also
positive and statistically significant (at the .001 level). Oerage, military expenditures as a
percentage of GDP increases by .495% for every 1% increabe otlter NATO states. This
finding contradicts expectations of free-riding behavior in our fouypothesis. A possible
explanation is that NATO allies defense contributions were congitary versus substitutable
during this period; therefore security goods provided by allied coummeplement but do not

replace the individual states’ requirements for military expares** One indicator of this
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phenomenon would be increasing specialization within the alliance. evéowfurther tests

would be needed to make a definitive assessment.

In Model 2, spillover is measured using the interactive variasigll, which is merely
the product of a lagged spillover variable and the dichotomous NATO mesateole, where 1
= membership. In this model, changes in economic growth are ilweetsged to changes in
military expenditures as a percentage of GDP, but the results are natathtisignificant. The
coefficient fordvlag increases slightly and remains statistically significaatronship (at the
.001 level). The variable measuring the effects of spillover im rtiodel isdspll, which is
merely the product of a lagged spillover variable and the dichotomous NAdrGber variable,
where 1 = membership. While the value of the coefficiendfpll is much smaller than the
previous spillover variable, it is statistically significamttiae .001 level. The overall fit of the

model decreases slightly to .958, therefore other spillover variables areffivieate

Model 3 attempts to determine the spillover effect of U.S. deferpenditures as a
percentage of GDRyspill, (see Table 3.1). This model yields similar results to Model the
first two independent variablegdpchganddvlag). However, as U.S. defense expenditures, as a
percentage of GDP, increase so too do NATO military expenditasea percentage of GDP.
This result is not in keeping with the predictions of the logic of collecttiera but supports the
hypothesis that the outputs of defense expenditures were complgment&&TO during this
period. Like Models 1 and 2, the spillover results for Model 3 atistatally significant at the

.01 level. However, the overall fit of the model decreases to .B86ause of higher value of
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the coefficient and the relatively higher adjusted r-squared Mileesimple measure of spillover

(Model 1) is used from this point forward.

Table 3.1: OLS Regression estimates of “spillover” effects ddATO military expenditures
as a percentage of GDP using REG command, 1975 — 1991

Independent
variables Model 1 Model 2 Model 3
ECONOMIC .005 -.007 -.003

GROWTH (.008)  (.008)  (.008)

DV LAG AQ7*F* 534kRk GGk
(041)  (.042)  (.042)

SPILLOVER  .495%%  —ooee e

(spillover) (.075)

SPILLOVER AB7%% e
(dspl) (.038)
SPILLOVER .099**
(usspilh (.039)
ADJ R 962 .958 .956

Note. Standard errors in parentheses
* P<.05
»* pP<.01
*** P < 001

Controlling for Threat

The following models attempt to test the impact of “threat” alitary expenditures as a

percentage of GDP. Since there are various measures of ttiéatent measures and
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combination of measures are tested sequentially to best adooutie effect of threat on
military expenditures as a percentage of GDP. These varialdetargely based on realist
theory. Model 4 introduces an ordinal varialdest to account for the geographic proximity of
states to their historical rival: Russia. This concept adathis derived from the balance of
threat theory developed by Stephen WalDistance is the only factor Walt identifies that varies
among NATO states in a specific year. Unfortunately, distétime invariant and also highly
collinear with the country dummy variables. Running collinearitgmiistics in STATA yielded
tolerance value of .0000. Since this tolerance value is agairr lihvae 0.1,dist can be
considered as a linear combination of the country variables. ©®herd¢he country variables
were left out of Model 4 in order to isolate the effects of themameasured by distance in

thousand kilometers (see Table 3.2).

Model 4 explained approximately 94% of the annual variance in defendenisur In
Model 4, the coefficient for GDP growtbdpchg,is positive. However, the value is very small
and it is not statistically significant. There remaingagigically significant relationship (at the
.001 level) between military expenditures as a percentage of @DRhe one year lag of the
dependent variablegvlag For every one percent increase in military expenditures as a
percentage of GDP at t-1, military expenditures as a pereenfaGDP increases, on average,
.964%. Finally, the coefficient for spillovespillover, is positive, but not statistically

significant.

The value of the independent variabtkst, represents the distance in thousand km

between the NATO country’s capital and Moscow, the capital o$iRtfs As expected, there is
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an inverse relationship between distance from Rudsgand the level of military expenditures
as a percentage of GDP. Military expenditures, as a percesft&jeP, decreased by .001%, on
average, for every thousand kilometer increase in the distancedmethe NATO capital and

Moscow. This is consistent with Walt's balance of threat themoywever, the result was not

statistically significant.

Model 5 tests the relationship using a different measure oftt{gea Table 3.2). The
dichotomous variablgyrox, is used to represent whether or not a state has a contiguous borde
with Russia. If the country did have a contiguous border with Russa prox = 0. If the
country did not have a border with Russia, th@mox = 1. Again, sincgrox is time invariant,
this variable is also highly collinear with the country dummy Vdei® Running collinearity
diagnostics in STATA vyielded tolerance value of .0000. Since thisatale value is again
lower than 0.1,prox can be considered as a linear combination of the country variables.
Therefore, the country variables were also left out of Model 5. Mddexplained
approximately 94% of the annual variance in defense burdens. The nonrélaéad results
remain largely the same as in Model 4. As expected, those csuwitleout a contiguous
border with Russia, on average, had a .020% lower level of milkggnelitures as a percentage

of GDP. However, the results were again not statistically significant.

Model 6 introduces a continuous threat variablessia to account for the level of
Russian military expenditures (in billions of dollat§)Military expenditures is an appropriate
measure of threat since it can be seen as a concrete mefhpower and as an investment in

future military capability. This is also the measure of thneast widely used in the literatut@.
65



A benefit of using Russian military expenditures as a measufeedt is that the dichotomous
country variables can now be added back to the model to accountedrefifects. This model
improves the explanatory power to approximately 96%. The non-tteleé¢d results remain
largely the same, though the value of dwéag decreases to .497 and the value of the coefficient
for spillover increases to .496 and is statistically signifiesrthe .001 level. More importantly,
there appears to be a positive relationship between Russiamymeiaenditures and levels of
military expenditures as a percentage of GDP, however thet effevery small and is not

statistically significant.

If we analyze the relationship between Russian military expendituresugrSuand
non-U.S. NATO military expenditures as a percentage of GDP, the effect is fostrunU.S.
military expenditures as a percentage of GDP are positively and nelde@trelated with
Russian military expenditures, with a correlation coefficient of 0.56. Thiasrthat Russian
military expenditures explain approximately 31% of the variance in U.S. deafelitsey
expenditures as a percentage of GDP and vis a versa. You can see this relationshadlgraphi
for the U.S. and Russia in Figure 3.1. In fact, it appears as if increases inilitla8y m
expenditures as a percentage of GDP in 1979 preceded increases in the rate mhilitasia
expenditures in1981 and that decreases in U.S. military expenditures as a penfe@iagen

1986 preceded decreases in Russian military expenditures in 1989.

It is also interesting that non-U.S. NATO military expenditures as a pgageenf GDP

are strongly correlated with Russian military expenditures, with alabare coefficient of 0.81.

66



Russian Military Expenditures vs
US NATO burdens
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Figure 3.1: Impact of Threat on U.S. in the Cold War P&tiod

This means that Russian military expenditures explain 66% of tienga in non-U.S. NATO
defense military expenditures as a percentage of GDP; whiahmuch stronger relationship
than with U.S. defense expenditures. Therefore, NATO allies agpede much more
responsive to changes in Russian military expenditures. You carthseaelationship

graphically for the non-U.S. members of NATO in Figure 3.2.

Perhaps the effect of Russian military expenditures are conditibgethe distance
between states. If Stephan Walt is correct, the closer BON#tate is to Russia the greater
should be its perception of threat. Therefore in Model 7 (see Tablead2w threat variable,
threat, is derived by dividing Russian military expenditures (in $1 l)liby the distance (in

1,000 km) between the NATO capital and Moscow. In Model 7, the non threat variables change

67



Russian Military Expenditures vs
non-US NATO burdens
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Figure 3.2:Russian military expenditures versus non-U.S. NAS@enditures as a percentage of édp

little. Surprisingly, the coefficient for the new threat ahte is negative, meaning that as the
value of threat increases (either due to increased Russiaaryniixpenditures or a closer
distance to Moscow) the level of military expenditures as aeptage of GDP decreases.
However this result is not statistically significant. Frtms point forward, Model 7 will be used
as the base model. With an adjustédoR.962, this model has one of the highest explanatory
powers. It is also logically coherent with the theories aédhdiscussed earlier. This model

will be used in the following sections to test the hypotheses generated in Chapter 2.

Testing the “exploitation of the great”

Having set the base model of military expenditures as a pageeof GDP, it is now
time to test some of the hypotheses about burden-sharing in NATI@ first hypothesis

concerns the “systematic tendency for ‘exploitation’ of the great byrtizdl.”™* An
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Table 3.2: OLS Regression estimates of “threat” effects on NAT military expenditures as
a percentage of GDP using REG command, 1975 — 1991

Independent
variables

ECONOMIC
GROWTH

DV LAG

SPILLOVER
(spilloven

THREAT
(dis)

THREAT
(prox)

THREAT
(russia)

THREAT
(threat)

RZ

Note. Standard errors in parentheses

* P<.05
* pP<.01
P <.001

Model 4

012
(.009)

964%**
(.016)

140
(.086)

-.001
(.012)

.939

Model 5

012
(.009)

964%**
(.016)

140
(.087)

-.020
(.092)

.939

Model 6

.005
(.008)

AQ7H
(.041)

496*
(.088)

.0000
(.0003)

.962
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Model 7

.006
(.008)

AQ7*
(.040)

434
(.086)

-.001
(.0007)

.962



An extrapolation of this tendency, as first formulated by Mancur Olson Jr., ssi¢fggislarge
states will share a greater relative proportion of burdens than smad| state This assumption
is intuitive in that the larger, wealthier allies have more to gain from tiaa@#l and therefore
should be more willing to pay their share of the defense burdens. Many studies helye mer
defined larger states by the size of their GDP. However, other factorsicdélaecountry’s
demand for security. Using concepts from economics, the other factors of produnticemdia
labor, should also be a good measure of relative gain from military expendituresxakfple,
Murdoch and Sandler used population as an independent variable in their study of defense
expenditures in Swedéh. The geographic size of the country should also relate to the demand
for defense expenditures. The more land and coastline a country has to defend,ghégyreat
demand for military expenditures. Therefore in the following models, threeeditfer
independent variables measuring size are used to test the exploitation hypafthess:

popcaf andareacat *

In Model 8, an ordinal variable is generated to account for absolute size of the economy
in constant U.S. dollargdpcat. These values were generated by taking the log of the actual
GDP in $billions, as reported by the International Monetary Fund (IMF) for 1980 to 1991 and
by International Institute for Strategic Studies (IISS) for 1975 to 1979. Auealiiy test
between the variablgdpcat and the country variables was also run. Since the tolerance values
were all lower than 0.1 the GDP categories could be considered as a linearatmmlaf the
country variables. This is largely due to the fact that the size of the econaefatiisety time
invariant within cases. Therefore, the country variables are deleted franote while testing
this hypothesis. In Model 8, the coefficient fmipcat was positive but was not statistically

significant. This result suggest that, on average, as the size of the countR/inc&ases
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(richer countries) they should have higher levels of military expenditaragparcentage of
GDP, on average. This finding is consistent with the logic of collective actibatimvealthier

states should, on average, spend relatively more on defense than smaller states.

Model 9 introduces an ordinal variable to account for populationgipeat The four
categories used were: very small (under 7 million population), small (between 7 and 20
million), medium (greater than 20 but less than 50 million) and large (50 million ormyreate
Because population size is relatively invariant during this time span, this easatto highly
collinear with the country dummy variables which account for all of the fixedtsff& herefore,
country variables are again removed. In this model, as the population categorseiticrea
military expenditures as a percentage of GDP increased by .005%. Howewesult was not
statistically significant. This finding is also consistent with expegta that larger states should,

on average, spend relatively more on defense than smaller states.

In Model 10, a variable is used to account for absolute size of a country, measured
square kilometersareacat These values were generated by taking the log of the area of the
country, in square kilometers, as reported in the CIA World Factffookhe results of this
model were similar to Models 8 and 9. Of note, the coefficierdreaicatwas positive but was
not statistically significant. This finding is consistent with expectatibatsstates with larger
physical areas should, on average, spend relatively more on defense than satesler st
However, in all three cases, the results were not statistically seymifand therefore

inconclusive.
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Table 3.3: OLS Regression estimates of “size” effects on NATO militaripenditures as a
percentage of GDP using REG command, 1975 — 1991

Independent
variables Model 8 Model9  Model 10
ECONOMIC .012 012 .011
GROWTH (.009) (.009) (.009)
DV LAG 959%*  9B0***  Q58rr*
(.017) (.017) (.017)
SPILLOVER 134 118 126
(spilloven (.095) (.092) (.093)
THREAT -.0004 -.0004 -.0003
(threat) (.0005) (.0005) (.0005)
SIZE (GDP, 011 .005 .008

POP, AREA)  (.015)  (.022)  (.013)

R2 .939 .939 . 939

Note. Standard errors in parentheses
* P<.05
*» P <.01
P < 001

However, to test our first hypothesis, it is necessary to analyze thesdestogether.
Including all three variables for size would help to control for the other @spiesize.
Therefore, in the following chart, all three measures of(gidpcat, popcat, andareacat) are
included in the model, while excluding the country variables (see Table 3.4). In adtgion, t

inclusion of the U.S., with the largest economy, population, and the second largestaotal are

could have skewed the results of the previous models.
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Table 3.4: Impact of Size (GDP, Pop, Area) with and without the U.S., 1975 — 1991

Independent  Regression Regression Vector Vector
variables OLS | OLS Il Decomp | Decomp li
Economy: .016 -.006 .018 -.114%**
(gdpcat) (.027) (.029) (.021) (.023)
Population: -.016 -.006 .106*** 238***
(popcat) (.034) (.035) (.027) (.032)
Area: .004 .027 .086*** .036*
(areacad (.018) (.021) (.015) (.015)

Note. Standard errors in parentheses

Regression OLS | - indicates database including U.S. data
Regression OLS Il - indicates database excluding U.S. data
Vector Decomposition | - indicates database including U.S. data
Vector Decomposition Il - indicates database excluding U.S. data
* P<.05

* P<.01

¥+ P <.001

Therefore, the model is tested both with and without the U.S. included in the data set.
Including all three size variables in the model increases its explamataer to 94%. However,
in neither case were the results are statistically significant. THigcags forgdpcatand
areacatare positive with the U.S. included, suggesting that as economic and physical size
increased, military expenditures as a percentage of GDP also increaseveHdhe coefficient
for gdpcat changes to negative when the U.S. is excluded (see Table 3.4, Regression OLS II).

When all three size variables are included, the sign of the population vapiaitat, changes
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from positive to negative in both cases. However none of these results atieadbatis

significant.

One shortcoming of these results is that the models excluded fixed effectsritoded
the significance of the time invariant variab{gdpcat, popcat, andareacat) A process
developed by Plumper and TroeQecalled Vector Decomposition, allows estimation of time
invariant variables in a panel using fixed effects. One of the problems withryrtixenl
effects models is that they cannot estimate the effects of time-invaaaables. Fixed effects
models can also lead to inefficient estimation. Vector decomposition isdiagesfixed effects
attributable to time invariant variables through a three stage process. stistafie estimates
unit effects. The second stage reduces the fixed effects to those ekplaihe time invariant
variables and those effects that are unexplained The third stage reesstimanodel
including the time invariant variables and the unexplained fixed effects. Not onlyhitbes
method permit the use of a fixed effects model, it can also result in a moreng¢féistimate.
The vector decomposition method is used on both data bases (with and without the U.S.) in order

to test the robustness of our findings.

Using the vector decomposition method increases its explanatory power aidbetm
96%, with and without the U.S. data. The coefficiengidpcatis positive with the U.S.
included, however it is not statistically significant. As with OLS, the ocdefit forgdpcat
changes to negative when the U.S. is excluded (see Table 3.4, Vector Decomp llgsdihis r

significant at the .001 level. With the U.S. excluded, as a country moves from one @&§dét\ca
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to a wealthier one, its military expenditures as a percentage of Gb#asec However, this

finding is not very robust.

Table 3.5: Initial Findings from OLS

Results of Regression

H1: | Large states will share greater relativeOLS results were not
proportion of burdens than small statistically significant;
states
Mixed results using vector
decomposition:

Supported for population and
area;

Not supported for GDP i
U.S.is excluded.

Using vector decomposition, the sign of the population coeffigienicat, changes to
positive (with and without the U.S.) and is statistically significant at the .@@L |&hus as
population size increases, so do military expenditures as a percentage of iGally, ds with
OLS, the coefficients foareacatare positive and statistically significant in both cases,
suggesting that military expenditures rose as physical size indreBseing this segment of the
Cold War period, it appears that size was an important a determinant of nekfpeqnditures as
a percentage of GDP as the logic of collective action would have predictedtudately, these

results were not as robust as expected (see Table 3.5).
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Path dependence and Domestic political influences

The base model, Model 7, appears to be highly path dependent. Much of the explanatory
power of the model appears to come from the lagged dependent vahddde, This finding is
not surprising since military spending is relatively inelastic. Muchtamylispending goes
towards multi-year procurement contracts and non-discretionary persostgl ¢here is also a
great deal of bureaucratic inertia in military budgeting. In an eanlidy $tn burden-sharing,
Benjamin Goldsmith found that prior year spending had “a powerful effect, makggg la
changes less likely than incremental orf@slt would be interesting to examine just how much
explanatory power is driven by this variable and how the model would function without it. In
Model 7, the R-squared was .962 and the coefficierd\targ was .497. This means that, on
average, current military expenditures as a percentage of GDP incred$é ligr every one

percent increase in previous year’s military expenditures as a perceh@De.

If this lagged dependent variable is removed from the model, see Model 11, the R-
squared remains high at .94. The first independent varigdhbelig) changes signs to negative
with the removal of the lagged dependent variable, but remains statisticalhyifinaigg. The
coefficient forspillover and the absolute value for the country dummy variables generally
increase once the lagged dependent variable is removed. Finally, the codtirdikatthreat
variable,threat, remains the same but is not statistically significant. These findingesiubgt

the model is sound even without the lagged dependent vauiatdg,
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Table 3.6: OLS Regression estimates (without lagged DV) and with indepesttt variable
controlling for domestic effects using REG command, 1975 — 1991

Independent

variables Model 11 Model 12

ECONOMIC .003 .006

GROWTH (.007) (.008)

DV LAG - 4QQ**x
(.041)

SPILLOVER A4 x* 438***

(spillover) (.082) (.086)

THREAT -.001 -.001

(threat) (.001) (.001)

POLITCAL  -—--—-- -.037

PARTY (.042)

R2 .938 .962

Note. Standard errors in parentheses

* P<.05

** P<.01

*** P < .001

Having built the basic model, this chapter will now test for impacts of domestiicgol
on military expenditure prior to testing the main hypotheses. In Model 12, a easalded to
account for a possible impact of the composition of the government (on a lefteatgjten
military expenditures as a percentage of GDP. This model uses a dichotomabie \aoarty,
to represent whether or not the head of state (Prime Minister) is frotroa tgfht party (see

Chapter 2§’ The overall explanatory power of the model is about the same as in Model 7. The
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values for the other independent variables remain the same as in the base raddelTzble
3.2. The key finding concerns the political party in power. As might be expected from the
literature, a government with a prime minister from a left panbasty=1), on average, will
have a lower level of military expenditure as a percentage of GDP. Howey@npact was not
large and the results were not statistically significant. Thus the paidpheais removed from

subsequent models used to test the main hypotheses.

Testing for Autocorrelation

Prior to testing the main hypothesis, a check was made for autocorréeiati@ermodel.
Autocorrelation violates one of the assumptions in regression models that therensaie
independent of one anotfi&r Autocorrelation is a frequent problem in working with panel data.
Both GDP and military expenditures tend to change cyclically and therefaessue
observations may be interdependent in this model. Reviewing the scatter plot ofensoss
individual years, there appears to be serial correlation (See Figure 3e8gforl, another check
in STATA was made using théserial command. The results of this test were significant,
indicating that serial correlation is present:

Wooldridge test for autocorrelation in panel data
HO: no first-order autocorrelation

F(1, 14)= 12.181
Prob > F = 0.0036
While autocorrelation does not cause biased estimates, it can cause the model to

underestimate the variance of coefficients which makes tests oicagicié suspect. In order to
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get rid of the serial correlation, the model will subsequently use a Generafiast Squares
(GLS) method versus Ordinary Least Squares (OLS). Later on in this chaptécqueetcted

standard errors are used to account for autocorrelation.
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Figure 3.3: Scatter plot of predicted error versus Year

Controlling for Institutional Incentives: NATO and the EU

This section attempts to control for institutional incentives and disincentivesderbu
share within NATO. In Model 13, a dichotomous variable is added to account for whether or not
a state is a member of NAT@ato. NATO membership could yield rational incentivedrase

ride, since the allies are committed to defend each other. The coefficient [MATE@ dummy
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variable is positive, suggesting a positive relationship with military expeadiag a percentage
of GDP. In addition, the results are statistically significant at the .0b lé¥s suggests that,

on average, NATO members had higher levels of military expenditures as atpgecef GDP
than non-members. Since there was only one new member during this period, not too much
weight should be given to this finding. In Model 14 a dichotomous variable is added to account
for whether or not the state is a member of the étlJ,There were three new EU members
during this period: Greece (1981), Spain (1986) and Portugal (1986). Like NATO, EU
membership could also yield rational incentives to lower military expepditsince the EU
members are committed to economic cooperation and development, which often coanpetes f
fiscal resources with military spending. In this model, the value for thedétficient is also
positive, but not statistically significant. This would suggest that, on averagéerein the

EU also had higher levels of military expenditures as a percentage of GDP thauemders.

Model 15 includes both two dichotomous variabtedp andeu, with similar results to
Models 13 and 14. Itis reasonable to explore whether or not the effect of memberskifon N
is conditioned by EU membership. Normally the model would include independent variables
for both NATO and EU membership and an interactive term. This interactive easiabld be
the product of the two dichotomous variablesto andeu. However, there are no EU countries
in this dataset that are not in NATO. Therefore, there is not enough leveragethet
interaction between NATO and EU; in fact, the eu variable captures the jeict eftherefore,
only the two dichotomous variablegto andeu, will be retained in Model 16 and subsequent

models.
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Table 3.7: OLS Regression estimates of institutional and age effects on NA military
expenditures as a percentage of GDP using XTGLS command, 1975 — 1991

Independent
variables Model 13 Model 14 Model 15 Model 16
ECONOMIC .003 .005 .003 .005

GROWTH (007)  (.007)  (.007)  (.007)

DV LAG ABARR AQTHRR ABAWR GO
(.039)  (.039)  (.039)  (.039)

SPILLOVER  .441*** RAVIRS A45x** .566***

(spillover) (.082) (.084) (.083) (.127)

THREAT -.001 -.001* -.001* -.003*

(threat) (.001) (.001) (.001) (.001)

NATO 309* e .294* 311
(.139) (.147) (.147)

EU .087 .028 .009

(.085) (.090) (.090)

NATOEU e

MEMBER .143

AGE (.011)

Note. Standard errors in parentheses

* P<.05

*»* pP<.01

*** P < 001

Testing Burden-sharing: New versus Old Members

In Model 16, a continuous variable is added to account for the length of time (measured
in years) that a state was a member of NAage With this change to the model, the non-threat
variables remain largely unchanged (see Table 3.7). As in Models 14 and 15, theatimbke

becomes negative and statistically significant. The major finding is thaalhe for theage
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coefficient was positive (.143), though the results were not statisticatlficgont. This suggests
that, on average, the longer a state remained in NATO the greater itsyreipeenditures as a

percentage of GDP

In order to test the robustness of the findings in Model 16, three different methods of
estimation are used in Table 3.8: Generalized Least Squares (GLS), Paeeleddstandard
Errors (PCSE) and Fixed Effects Vector Decomposition (FEVD). Theestatained up to this
point has been generated using either Ordinary Least Squares (OLS), @li@ehéeast
Squares (GLS). However, because we are using panel data, panel cotaactaa €rrors
(PCSE) may be more appropriate. First order autocorrelation is accéamisthg the
correlation (arl) command with the STATA command, XTPCSE. Using Vector [pesion
is also appropriate since it allows estimation of time invariant variablepanel using fixed
effects, as discussed earlier. These methods are also applied to tvemtdéta sets (with and

without the U.S.) .

The results for the first independent varialgpchg are mixed and only statistically
significant in one of six cases. This suggests that economic growth had alripaie on
military expenditures as a percentage of GDP during this period. Not sugjyishe results for
the lagged dependent variable are substantively the same and statisgo#iyasit using all
three methods and in both data sets. This supports the earlier claim that exit@ngitures
were highly path dependent. The results for the spillover varstl|ver, are all positive and

statistically significant if four of six cases. This supports the ealém that allied military
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Table 3.8: Robustness check: Alternative estimation methods and altative measures,

1975 -1991
Independent Regression Regression PCSE PCSE FEVD FEVD
variables I Il I Il I Il
ECONOMIC:  .005 -.002 -.018* -.005 .005 -.0004
GROWTH (.007) (.008) (.011) (.008) (.007) (.008)
DV LAG: A89*r* A28+ 566*rr 321 rr* 464+ A09**+*
(.039) (.040) (.071) (.065) (.038) (.040)
SPILLOVER: 566*** 191 AQLx** 151 D4 7FF* 224**
(spillover) (.127) (.141) (.124) (.155) (.085) (.083)
THREAT: -.003* .0005*** -.001 .0005** -.002*** . 0005***
(threatf) (.001) (.0002) (.003) (.0001) (.0005) (.0001)
NATO: 311* 175 .098 275* 2T77T* .169
(.147) (.146) (.130) (.165) (.140) (.138)
EU .009 .010 -.217 .037 -.009 -.011
(.091) (.088) (.185) (.147) (.068) (.070)
MEMBER .014 -.036*** 016**  -.042***  .005* -.034%x*
AGE: (.0112) (.012) (.005) (.012) (.003) (.004)

Note. Standard errors in parentheses

| - indicates database including U.S. data
Il - indicates database excluding U.S. data

* P<.05
* pP<.01
P <.001
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expenditures were complementary. The results for the threat variddbe wiscussed later.
The result for the NATO variable is largely the same as in Model 16 andicaiyissignificant
in three of the six cases. Finally, the results for the independent vagialdee not statistically

significant. These findings suggest that the results are robust.

The most interesting finding concerns length of membership. The membershibevaria
age is positive in all three cases when the U.S. is included. This finding supports the third
hypothesis, that old members will share greater relative proportion of tthkensuhan new
members. These results were statistically significant in two of the tases. However when
the U.S. is excluded from the data s&feis negative and statistically significant using all three
methods. When the U.S. is excluded, the level of military expenditures as a [grcdrGDP
decreases, on average, between .034% and .042% for every year that country hasehdsra m
of NATO. The findings suggest that the longer a member stayed in NATO, teepnooee it

was to free-riding behavior.

Since NATO added only one new member during this period, caution should be used in
interpreting these results. Certainly Spain’s military expenditassased and remained above
2% of GDP during the five year period following accession to NATO: 1982-1987. This
represented an increase over the previous five year period, 1977 — 1981, when Spain’s average
military expenditures were below 2% of GDP. Yet if Spain is compared to other.8on-U
NATO members, Spain’s expenditures as a percentage of GDPB,cessistently below the
NATO average. The gap remains relatively constant in theylaes following membership.

However there also appears to be a substantial decline in military expesdisua percentage of
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GDP after 1987, or after 5 years of membership (see Figure 3u5.cduld be an indicator that

free-riding behavior has a lagged effect, kicking in after membershitaisea.
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Figure 3.4: Spanish versus non-U.S. NATO expenditures as aptage of GDP

Further examination suggests something other than free-riding behavate&f8pain’s
military expenditures. Other states such as Germany show a similarfidafei01987 (see
Figure 3.5). Therefore the results for Spain could be attributable to other exogenorss f
such as a changed geostrategic environment or an expanding economy. Both cGD®ries
growth during this period (1987-1991) doubled over the previous five years, which would
account for the declining percentage of GDP being spent on the military. Dusnmgtlad,

Spain’s real defense expenditures increased approximately 37% from 1985 to 1990, whil
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Germany's increased 17%. Therefore, the result concerning Spain ardusiv@nduring this

period.
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Figure 3.5: German versus non-U.S. NATO military expenditures gercentage of coP

The results in Table 3.8 differ in two main areas depending upon wiwethet the U.S.
is included: threat and size. The first difference concdrasirhpact of threat on military
expenditures as a percentage of GDP. When the U.S. is includexidata set, the value for all
threat variables are negative and statistically significantnia of the three cases. On average,
as Russian military expenditures increased, NATO membersadecre¢heir level of military

expenditures as a percentage of GDP. However, this result is largely drivenUbyst

When the U.S. is excluded from the data set, the value fiinradit variables are positive

and statistically significant at the .001 level. This finding supgptre earlier analysis that
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NATO allies appear to be much more responsive to changes in Rosbtany expenditures.
On average, as Russian military expenditures increased, NAE® aso increased their level
of military expenditures as a percentage of GDP. Thia I;e with theoretical expectations
discussed earlier. Remember, the threat variable conditionsnihecti of Russian military
expenditures by the distance to Russia. The positive valubrieat when excluding the U.S.
also means that states that are closer to Russia will haigher level of military expenditure as
a percentage of GDP, on average. This was not the case vehéhShwas included in the
database. This suggests that the U.S. suasgenerisin regards to threat and supports the
suggestion made earlier that Russia reacts to U.S. expenditueepercentage of GDP, not the

other way around.

The second difference between data sets (with and without the U.S.) concerns how size
affects military expenditures as a percentage of GDP. Using ther\IB®tomposition method
to account for the effects of time invariant variables (see Table 3.9), allttgasures of size
(GDP, population and area) are positive. Both population and area are statisgnélbast.
These findings are consistent with the expectations of exploitation of théolatige small, as

suggested by our first hypothesis, and with the results in Table 3.4.

However, when the U.S. is excluded from the data base, the first hypothesis is only
supported for population size. This result is statistically signifiaatite .001 level. The results
for area are not statistically significant. As in Table 3.4, the first hypsti®esdt supported for
GDP size when the U.S. is excluded. The coefficient is negative and stayistigaificant at
the .001 level. As wealth increases, military expenditures as a percentdgP deGrease on

average. This finding does not support the first hypothesis. Perhaps the diffesenbes
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attributed to the pursuit of private goods by the United States. During this pbeddlS. was

involved in several operations not related to NATO, such as Grenada and Panama.

Table 3.9: Impact of Size (GDP, Pop, Area) with and without the U.S., 1975 — 1991

Independent Vector Vector
variables Decomp | Decomp Il
Economy: .009 -.074***
(gdpcat) (.027) (.027)
Population: 122%*%* 213***
(popcat) (.028) (.032)
Area: .088*** -.029
(areacad (.023) (.025)

Note. Standard errors in parentheses

Regression OLS | - indicates database including U.S. data
Regression OLS Il - indicates database excluding U.S. data
Vector Decomposition | - indicates database including U.S. data
Vector Decomposition Il - indicates database excluding U.S. data
* P<.05
* P<.01
¥+ P <.001

Conclusions

The results for the Cold War period are summarized in Table 3Tlfe findings
concerning the first hypothesis are mixed. When using standa&dr&jression, none of the

results are statistically significant though three out fcsiefficients are positive as expected.
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Using the Vector Decomposition method to account for the effedisnefinvariant variables
(see Table 3.9), all three measures of size (GDP, populatiomraayl are positive and both
population and area are statistically significant. These fisdiage consistent with the
expectations of exploitation of the large by the small, as stegidy our first hypothesis (see
Table 3.10). However, when the U.S. is excluded from the data badestthgpothesis is only
supported for population size. Surprisingly, the first hypothesis isupyorted for GDP using
Vector Decomposition. In fact, these results suggest that, excluding the Ualiesl 86 income
increases military expenditures as a percentage of GDPadeane average. This suggests that
wealthier non-U.S. NATO states tend to spend less, as a pagearit GDP, than poorer states.
However, this could be attributed to a couple of the poorest statesc& and Turkey) pursuing
private goods during this period. This will be discussed furthethap@r 4. These findings
support the notion of NATO as a uniquely privileged group in that the UaS.considerably

larger than its allies in all three measures of size.

The results of this chapter concerning age are also mixetthe If.S. is excluded from
the data set, the results support the second hypothesis that newkennef the alliance will
share a greater relative proportion of burdens than old members. ngth le&f membership
increased, military expenditures as a percentage of GDieadsd. This result was statistically
significant and robust across all three methods. The findings subgeshe longer a member
stayed in NATO, all things being equal, the more prone it wéésriding behavior (see H2,
Table 3.10). However when the U.S. is included in the data set, thegsnslupport the third

hypothesis, that old members will share greater relative propoof the burdens than new
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members. This result was statistically significant in w¥othe three methods. Since most
existing members had over 30 years of membership by 1986 and Sasithevonly new

member during this period, caution should be used in trying to generalize thesesfinding

Table 3.10: Summary of Findings from Regression

Results of Regression

H1: | Large states will share greater relative OLS results were not
proportion of burdens than small states | statistically significant;

Vector decomposition:
Supported for all 3

measures of size if U.S.
is included;

If the U.S.is excluded:
Supported for
population; not
supported for GDP

H2: | New members will share greater relative | Supported if U.S. is
proportion of burdens than old members | excluded.

H3: | Old members will share greater relative | Supported if U.S. is
proportion of burdens than new members| included.

Another interesting finding is the impact of threat perception on burden-sharing
decisions. Though U.S. and Russian military expenditures were correlapgrbatathat
Russian expenditures followed changes in U.S. military expenditures asatpgecof GDP.
Not surprisingly, non-U.S. military expenditures were strongly cdeelto changes in Russian
military expenditures during the portion of the Cold War period examined. When NATO is
examined without the U.S., military expenditures as a percentage of GDP, on averagse

when Russian military expenditures increase. However, the impact is coaditly the

90



distance from Russia; the closer the state is to Russia the greater the ihf@se findings were
statistically significant at the .01 level and robust across all three methbdsresult is
consistent with the theoretical expectations discussed earlier. Thisap will be examined
in the next chapter to see if the improving strategic environment for NATEénkedse impact of

Russian military expenditures.

The burden-sharing model presented in this chapter is both theoretically anidaypir
sound . The findings for most of the independent variables were robust. It was alsie poss
test the first three hypotheses during the Cold War period. However with Nédi@geonly
one new member during this period, Spain, it is difficult to make a conclusive arglwoant a
the fourth hypothesis: the impact of enlargement. For that, it is necessary totlo®past-
Cold War period in Chapter 4. While this chapter did not look at the hypothesis that expansion
of NATO would result in greater free-riding, this will be tested in the neapier. During the
post-Cold War period, NATO expanded from 16 to 26 members. This should provide sufficient
data points to test this hypothesis. Chapter 4 will also relook the findings of Chaptée

context of the new geostrategic environment.
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CHAPTER 4
BURDEN-SHARING AFTER THE COLD WAR:
NEW MEMBERS, NEW THREATS, NEW MISSIONS

Macro-level analysis of burden-sharing: Enlargement (1992-2006)

In the 1980’s NATO had a standard that military expenditures as a percentage of GDP
should increase at a 3% annual rate. Many nations tried to meet this goal. It is much harder now to
meet the 2% target with more allied involvement in missions and EU pressures to redwate budg
deficits.

NATO Official speaking on background

Having examined military expenditures as a percentage of GDRgdhe Cold War in
the last chapter, the model is now applied to the post-Cold WiadpeThe main variables of
this model will remain the same. The statistical model is thapter is used to test the
following hypotheses:

a. (H1) Large states will share greater relative proportion of burdensniahstates.

b. (H2) New members will share a greater relative proportiorbwflens than old
members.

c. (H2a) New member burden-sharing will decline after accession inicONA

d. (H3) Old members will share a greater relative proportion of Imsrdean new
members.

e. (H4) Free-riding behavior will increase with NATO enlargement.
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In the post-Cold War period, the findings support the first hypothesitatigat states will
share a greater relative proportion of burdens than small staféss is especially true using
population and area as measures of size, though the results agdeconxerning economy size.
The findings also support the second hypothesis that, on averagd\AE®W members will
burden share at a greater rate than old NATO members. Ongevera the length of
membership in NATO increases, military expenditures decreasdéso, contrary to the
expectations of the corollary hypothesis, H2a, new member burdenestaes not decline after
accession into NATO. Finally, the results for the fourth hypothéisat free-riding behavior
will increase with NATO enlargement, were mixed. Howeveregithe findings in this chapter,

we cannot reject null hypothesis that enlargement had no impact on free-ridavipbeh

Research Design

The year 1992 is selected as the start point for the second efata sapture the
beginning of the post-Cold War period. In 1992, NATO drew up its wonk fda Dialogue,
Partnership and Cooperation with the newly independent countries ofrEBstepe. This was
also the first full year that the Baltic States and Slovevese independent, sovereign states.
The year 2006 was selected as the end point because it wast thealatr which there was
complete data at the time this research was conducted.alffoisa suitable end point due to a
recent shift in the threat environment and threat perceptions betM&€0® countries and
Russia. While tensions have been building since the Irag Wae08, the year 2007 was

marked by a number of significant events which indicate a shiRARMO-Russian relations.
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These include the massive Russian cyber-attack on Estonia, Rtd2idm withdrawing from
the Conventional Forces in Europe (CFE) treaty and the resumptiorssiaRiBomber flights.
This tension was heightened in 2008 with the Russian invasion of Ge&gssia was certainly
upset by the two waves of NATO enlargement after the fah®fSoviet Union, one in 1999 and
one in 2004. Additionally, the U.S. decision to place an anti-balliggsila system in Poland
and the Czech Republic, the continuation of NATO enlargement, and the sbgporany
NATO countries for Kosovo’s declaration of independence all incdeRsessian apprehension

about NATO’s true intentions.

The strategic reasons for delineating this as a sepanabel jpé study are backed up by
statistical rationale. A Chow Test was conducted to test whethet the two time periods (pre
and post Cold War) could be pooled together. Using 44 parametess datdn set, f(44,598) =
2.14. This was greater than the critical value (1.39) at .05 lev@ynificance. Therefore we

can reject the hypothesis that the function is the same in the two time periods.

The number of countries in the panel exceeds the number of time periods, making this a
cross-sectional dominated panel. Iceland is not included in the data since it doesteoh aai
military force. This would normally be a slightly unbalanced panel due to plaeasion of
Czechoslovakia into two separate states in 1992: the Czech Republic and the Slovak.Republic
Therefore, there would be no data for the Slovak Republic in 1992. In order to balance the

panel, data for Czechoslovakia is used for both the Czech Republic and the Slovak Republic i
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1992 only. Due to the large number of observations in the panel, this should not significantly

skew the final results.

As discussed in the previous chapters, the analytical framework of the burdeg-sha
debate is based on the notion of a public good. To be considered a public good, a product must
have the qualities of non-excludability and non-rival consumption. Non-excludabdagsn
that those who do not contribute to the provision of a particular good or service cannot feasibly
be kept from benefiting from it. Non-rival consumption means that consumption of the good or
service by one actor does not diminish the amount available to others. Much of the burden-
sharing literature characterizes military expenditures as public gotmsever, the reality is
more complicated. Often these expenditures are for private benefits (tct platesstic
industry, to maintain internal security, or to pursue national objectives) or mixatepand
public benefits, called joint products. This project will use unit variables to helpttotthe
consistent pursuit of private goods by individual countries. In some cases, wheregount
were clearly pursuing private security concerns, their data will tleded or adjusted to

account for the non-public nature of these expenditures.

Methodology

As in the Cold War data set, the two key independent variables, SPILLINS and
THREAT, are retained from Sandler and Hartley’s demand function. The modahesi ey
sequentially adding various measures of spillover and threat. Once again, andedépe

variable is added to the model to account for country fixed effects. The woeffiof the new
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members are then compared with the old members to determine their effect on burdgn-sha
behavior within NATO. An alternative measure is also used to account for ¢lee @ffength of
membership on burden-sharirage. This additional test makes the findings more robust. In
addition, several control variables are added to account for alternative explamdétourden-
sharing behavior. The model is then applied to a pooled cross sectional time seres da

NATO members from 1992 to 2006. The proposed model of burden-sharing is indicated in the

equation below:

% GDR; =+ pBi(Economic Growth) + B(DVLagi.1) + B3 (Spillover) + B4 (Size) +
Bs(Threak) + Ag(Political Party) + A7 (NATO) + Ag (EU) +Bg (Member Age) +ij=1 Yi

Country + g

%GDR is the percentage of military expenditures to GDP (dependent vafable).

Subscript represents a specific counttylenotes time, and the other variables are:

1. Economic Growthis a variable representing change in GDP from tihéo t for
countryi. This measures the impact of changes to the denominator of the dependent variable
(GDP) on burden-sharing as a percentage of GIR.is represented lgdpchgin the STATA
model®

2. %DVLag. is a lag variable of the percentage of military expenditures to GDP in time
t-1. This is represented lolvlagin the STATA model.

3. Spillovey is a variable representing the average percentage of military expesd
GDP of other NATO allies. This measure checks for benefits received frmnmméembers’

spending. Various measures of spillover are used.
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4. Sizg is an ordinal variable to control for the size of a state’s GDP, population, or
physical area. This is an important measure in analyzing the larges wengall state hypothesis
of the logic of collective action.

5. Threatis used to control for the independent role of threat in influencing military
expenditures. Again several measures are tested sequentially.

6. Political Partyis a dummy variable for the partisanship of the government in power,
as measured by the party of the Prime Minister.

7. NATG; is a dummy variable to control for the effect of membership in NATO. This is
represented bgato in the STATA model.

8. EU; is a dummy variable to control for the effect of membership in the European
Union on burden-sharing. This is representeéiloy the STATA model.

9. Member Aggis one of the main independent variables of interest used to measure the
influence of the length of membership on burden-sharing behavior. It is measues Hpfy
membership in NATO. This is representeddggin the STATA model.

10. Countryis a dummy variable to account for fixed, country specific effects that are
consistent over time. This is important because OLS estimates of cogsfiare often subject
to omitted variable bias. In this model, the country dummy variable fotuhes'left out and is
reflected in the constant. As Turkey historically has a higher level afisleepending than its
alliance partners, the value for the constant is positive and relativelyakegbasis of

comparison.

The data are initially explored using an autoregressive, ordinary leastsopgnession
(OLS). The basic function used in all models includes the dependent variable and the
independent variables of Economic groWdglpchg) GDP lag(dvlag), and a Spillover variable.

Since there have been different measures of spillover in previous studies, thuswitbgdso
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test multiple measures in the subsequent models. The next subsection examimesabuees

of spillover.

Testing the Logic of Collective Action in the Post-Cold War Period: Spitiver

Model 1, uses a spillover variable derived from the average of athes’ defense
expenditures as a percentage of GDP. Not surprisingly, Moddirhsthe demand function
adapted from Sandler and Hartley. The model explained approking% of the annual
variance in defense burdens. First, the relationship between ecog@mwith (as measured by a
change in GDP) and military expenditures as a percenta@®Bfis negative and statistically
significant at the .001 level. As mathematically expectedtamjlexpenditures as a percentage
of GDP decrease when the denominator (GDP) increases. For everyqprdbat GDP grows,
on average, military expenditures as a percentage of GDP deipad2%. This relationship
will stay the same throughout the following models. This findirdjfferent from our Cold War
model in Chapter 3, where the coefficient for economic growth was raagiistisglly significant
and fluctuated between a positive and negative value depending uponlthvespdriable used
and whether or not the U.S. was included. This suggests that méxkpgnditures are more
sensitive to economic growth in the post-Cold War period. This will be examined flattrein

this chapter.

There is also a statistically significant relationship betweilitary expenditures as a

percentage of GDP and the one year lag of the dependent variebleevery one percent
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increase in military expenditures as a percentage of GDPL,amilitary expenditures as a
percentage of GDP increase, on average, .498%. This genatangip remains consistent
throughout the following models. Finally, the variable for spilloggillover, is also positive
and statistically significant. On average, military expendgwas a percentage of GDP increases
by .384% for every 1% increase in military expenditures asr@geptage of GDP in the other
NATO states. The spillover variable is positive and statifticagnificant at the .001 level.
This finding suggests that the outputs of defense expenditures aremementary in NATO

and is consistent with the findings in Chaptér 3.

In Model 2 the interactive variablelspll, is also positive and but not statistically
significant. In addition the fit of the model decreases sligiotly811. Model 3, using the U.S.
spillover variable,usspill, differs significantly from the other measures of spillover. The
resulting coefficient is negative meaning as U.S. defense expa&wditrease, as a percentage
of GDP, NATO military expenditures as a percentage of GDRedses. This result is in
keeping with the predictions of the logic of collective action sstyog free riding behavior by
the NATO allies. However these results are not statistisanificant. Because of its level of
significance and relatively higher adjusted r-squared valuesithple measure of spillover

(Model 1) is used from this point forward.

Controlling for Threat

The next step was to test the impact of threat on militgpgmditures as a percentage of

GDP. Since there are various measures of threat, they are sequestiatlyuteng different
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Table 4.1: OLS Regression estimates of effects on NATO nuliy expenditures as a
percentage of GDP using REG command, 1992 — 2006

Independent
variables Model 1 Model 2 Model 3

ECONOMIC  -.020%**  -.020%* - (020%*
GROWTH (.006)  (.005)  (.006)

DV LAG 498 58k GG kek
(041)  (.037)  (.037)

SPILLOVER  .384%%  coeee e

(spillover) (.089)

SPILLOVER 1010 D—
(dspl) (.039)
SPILLOVER -.008
(usspilh (.020)
ADJ R .820 811 811

Note. Standard errors in parentheses
* P<.05
*»* pP<.01
*** P < 001
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measures and combination of measures to try to best account féiettiteoEthreat on military
expenditures as in Chapter 3. Model 4 introduces an ordinal varthslieto account for the
geographic proximity of states to their historical rival: Rai§sThis concept of threat is derived
from the balance of threat theory developed by Stephen®\Malstance is the only one of the
four factors Walt identifies that varies between NATO statesssessing threat. Again, since
distance is time invariant, this variable is also highly cadlingvith the country dummy
variables. Running collinearity diagnostics in STATA yieldedrtaolee value of .0000. Since
this tolerance value is again lower than @i%t can be considered as a linear combination of the
country variables. Therefore, the country variables were lefofoMtodel 4 in order to isolate

the effects of threat as measured by distance in kilometers (see Table 4.1)

In Model 4, the relationship between economic growth and military expenditures as a
percentage of GDP remain the same as earlier models and is sligtsigcaficant at the .001
level. The relationship between GDP lag and military expenditures asemtagye of GDP
appears stronger in this model and remains statistically significant.@0thével. In this
model, the spillover coefficient becomes negative and is no longer stdytigaificant. The
most interesting result concerns threat. Unexpectedly, there is a posatienship between
distance from Russia and the level of military expenditures as a pee@ht@®P in the post-
Cold War period. However, this result is largely due to greater U.S. milgandsg especially
after September 11, 2001. Since the U.S. is one of the furthest away (capital t tapita
inclusion in the data set distorted the results. When the model is run without the U.S. data
included, the sign reverts to negative which is consistent with the balance othiieos and the

results from Chapter 3. With or without the U.S., the results are not staistigalficant.
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Model 5 tests the relationship using a different measure oftthieghis model, we use a
dichotomous variableprox, to represent whether or not a state has a contiguous border with
Russia. If the country did have a contiguous border with Russia,gh@n= 0. Again, since
prox is time invariant, this variable is also highly collinear wiitle country dummy variables.
Running collinearity diagnostics in STATA yielded tolerance value.0ff00. Since this
tolerance value is again lower than (pigx can be considered as a linear combination of the
country variables. Therefore, the country variables were atsoue of Model 5. The non-
threat related results remain largely the same. Asceegbethose countries without a contiguous
border with Russia, on average, had a .029% lower level of milkxggnelitures as a percentage

of GDP. However, the results were not statistically significant.

Model 6 introduces a continuous threat variablessia to account for the level of
Russian military expenditures (in billions of dollatsMilitary expenditures are an appropriate
measure of threat since it can be viewed as a concrete meaponger and as an investment in
future military capability. The results of Model 6 are atsatained in Table 4.2 and explained
approximately 82% of the annual variance in defense burdens. Anotiedit o using Russian
military expenditures is that the dichotomous country variablenoanbe added back to the

model to account for fixed effects.

The results for the first two independent variables, economic gramdhthe lagged

dependent variable, change only slightly. However, the variable for spilloves imbdel
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Table 4.2: OLS Regression estimates of “threat” effects on NAT military expenditures as
a percentage of GDP using REG command, 1992 — 2006

Independent
variables

ECONOMIC
GROWTH

DV LAG

SPILLOVER
(spilloven

THREAT
(dis)

THREAT
(prox)

THREAT
(russia)

THREAT
(threat)

RZ

Note. Standard errors in parentheses

* P<.05
* pP<.01
P <.001

Model 4

-.023*+
(.006)

831w
(.024)

-.012
(.080)

.009
(.015)

.7182

Model 5

_.022***
(.006)

833
(.024)

-.015
(.086)

-.029
(.060)

.782

Model 6

-.019**
(.006)

4957+
(.041)

3628k
(.093)

.822
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Model 7

-.018**
(.006)

A9
(.041)

364%*
(.092)



switches to a positive value and is statistically signifiedarthe .001 level. This suggests that
defense expenditures increase with increases in ally spendmegrelationship between Russian
military expenditures and levels of military expenditures psraentage of GDP is positive, as
expected, but small. On average, for every $1 billion increase inaRusditary expenditures,
military expenditures as a percentage of GDP increase by%@0®&wever, this result is not

statistically significant.

Perhaps the effect of Russian military expenditures is conditidne the distance
between states. If Stephan Walt is correct, the clo$¢ABO state is to Russia the greater
should be its perception of threat. Therefore Model 7 (see Table AcRides a new threat
variable,threat, which is derived by dividing Russian military expenditures (in $ioh)l by the
distance (in 1,000 km) between the NATO capital and Moscow. In thieinthe value of the
threat coefficient is positive, suggesting that as the valuéreht increases (either due to
increased Russian military expenditures or a closer distank®soow) the level of military
expenditures as a percentage of GDP also increases. Howeveedult is not statistically
significant. Therefore, the relationship between Russian miléxpenditures and NATO
defense expenditures bears further examination. Perhaps theetiveahment has changed

since the Cold War period examined earlier in Chapter 3.

In this period, Russian military expenditures and U.S. military expendituges as
percentage of GDP are positively and strongly correlated with each witiea, correlation

coefficient of .87. This means that Russian military expenditures explain 75%vaifridiece in
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U.S. defense military expenditures and vis a versa. You can see this relatisaghipaily for

the U.S. in Figure 4.1. This relationship is stronger than in the Cold War period when Russian
military expenditures explained only 31% of the variance in U.S. defenserynéikpenditures.

In both cases, increases in U.S. military expenditures as a percentagP prégBded increases

in Russian military expenditures. Increased levels of U.S. militarynelpees beginning in

2000 preceded increases in the rate of Russian military expenditures bequr200g.i With

the global strategic interests and commitments of the U.S., it is not surpiniaingd.S. military

expenditures are based on a broader perception of threat than just Russian expenditures.

Russian Military Expenditures vs US Defense

Burdens
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Figure 4.1: Impact of Threat on U.S. in Post-Cold War P&tiod

Non-U.S. NATO military expenditures as a percentage of GBP adso positively

correlated with Russian expenditures, with a correlation cosftiadf .34. This means that
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Russian military expenditures explain 11% of the variance in non-NATO defense
expenditures. This is a significant decrease from the Coldp&fzod when non-U.S. military
expenditures were highly correlated with Russian military edperes. In addition, non-U.S.
defense burdens continued to decline after 2000 even as U.S. and Resgslanbégan to
increase. This suggests that perhaps Canada and Europe hdeseatderception of threat
than does Russia or the U.S. This conclusion was validated in imsre@ducted with NATO
officials and representatives from NATO countries and will beusised in greater detail in later

chapters. You can see this relationship graphically for the nonrhkegbers of NATO In

Figure 4.2.

Russian Military Expenditures vs non-US NATO Defens e
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Figure 4.2: Impact of Threat on Non-U.S. NATO in Post-Cold War Périod
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Testing the “exploitation of the great” hypothesis

Having set the base model of military expenditures as a percentage of GDRwit i
time to test the first hypotheses about military expenditures as afzeyeef GDP in NATO in
the post-Cold War period. This hypothesis stated that large states would greaarelative
proportion of burdens than small states. As in Chapter 3, three different independerdsrariabl

are used to test this hypothesigipcat popcat andareacat™

In Model 8, an ordinal variable is generated to account for absolute size of the economy
in constant U.S. dollargdpcat. These values were generated by taking the log of the actual
GDP in $billions, as reported by the International Monetary Fund (IMF) for 1992 to 2006. A
collinearity test between the varialgdpcat and the country variables (which accounted for the
fixed effects) was also run. Since the tolerance values were all lowed.thahe GDP
categories could be considered as a linear combination of the country varidbtews Idrgely
due to the fact that the size of the economy is relatively time invariant wab@s cTherefore,

the country variables were removed from the model while testing this hygothesi

In Model 8, the coefficient fogdpcat was positive. This result is not inconsistent with
the assumption that, on average, as the size of the country’s GDP increases@untries)
they should have higher levels of military expenditures as a percentagdPof kivever, as in
Chapter 3, the result was not statistically significant. Model 9 introduces anl watiiable to
account for population sizpppcat The same four categories were used as in Chapter 3: very
small (under 7 million population), small (between 7 and 20 million), medium (greate2@ha
but less than 50 million) and large (50 million or greater). Because populatios saiagively
invariant during this time span, this variable is also highly collinear withahetoy dummy

variables which account for all of the fixed effects. Therefore, countryolesiare again
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removed. In this model, as the population category increased, military exjpesais a
percentage of GDP increased by .061% on average. Unlike the Cold War period, thvgagsult
statistically significant at the .01 level. This finding supports the hypothegitatger states

should, on average, spend relatively more on defense than smaller states.

In Model 10, a variable is included to account for absolute size of a country, in square
kilometers, areacat These values were generated by taking the log of the area of the country,
in square kilometers, as reported in the CIA World Factbook. In the post-Cold War eriod, t
coefficient forareacatwas positive and statistically significant at the .01 level. In this model, as
the area category increased by one, military expenditures as a pexaan&yP increased by
.045%, on average. This finding is consistent with expectations that states gétiplaysical
areas should, on average, spend relatively more on defense than smallesiatefore, in two
of three cases, the results were statistically significant andiree@|@6 to 78% of the variance in

military expenditures as a percentage of GDP. Thus, these results supficst khypothesis.

However, to control for the impact of other size variables, it¢essgary to analyze these
variables further. Perhaps the results would differ if all three vasidtesize are included. It is
also possible that the inclusion of the United States skewedghksrof the model. Therefore,
in the following chart, all three measures of gépcat, popcat, andareacat) are included in
the base model, while excluding the country variables. The mod&kis tested with and
without the U.S. included in the data set. Including all threeva@rables in the model, the

explanatory power is 78% with the U.S., and 76% without.
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Table 4.3: OLS Regression estimates of “size” effects on NATRilitary expenditures as a
percentage of GDP using REG command, 1992 — 2006

Independent
variables Model 8 Model 9  Model 10
ECONOMIC -.021**  -.020**  -.020**
GROWTH (.006) (.006) (.006)
DV LAG 813***  B13r*  BO7r*
(.024) (.025) (.025)
SPILLOVER -.017 -.017 -.008
(spilloven (.087) (.086) (.086)
THREAT .002 .002* .002*
(threat) (.001) (.001) (.001)
SIZE (GDP, .022 .061** .045**

POP, AREA)  (.015)  (.024)  (.016)

R2 782 . 785 .786
Note. Standard errors in parentheses

* P<.05

*» P<.01

P < 001
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When all three size variables are included, the coefficiergdpcat was negative both
with and without the U.S. included in the data set and statistis@hificant at the .05 level
without the United States. On average, the richer a country waseésired by GDP category),
the more likely it was tdree ride. This result does not support the assumption based on the
logic of collective action that, on average, as the size otdatry’'s GDP increases (richer
countries) they should have higher levels of military expenditusea aercentage of GDP.
Perhaps as the western European countries become more affluemrettagopting more post-
modern values and have less of a demand for military power. In sipritva coefficient for
popcat was positive and statistically significant at the .09 levekmimcluding the U.S., and at
the .04 level when the U.S. was excluded. This supports the argumgrdrniteverage, the
larger a country was (as measured by population category), @ergits military expenditures
as a percentage of GDP. This result supports the first hymothEmally, the coefficient for
areacat was positive for both datasets. However, it was not statigtis@nificant when the

U.S. was excluded from the data set.

One shortcoming of these results is that the model had to exclude fixed effectsritoor
test the significance of the time invariant varialfggpcat, popcat, andareacat) However,
using a process developed by Plumper and Troeger, called Vector Decomposives, all
estimation of time invariant variables in a panel using fixed effects. Nytdoeks this method
permit the use of a fixed effects model, it can also result in a more efflesgmate. The Vector
Decomposition method is used on both data bases (with and without the U.S.) in order to test the

robustness of our findings using OLS. Using the Vector Decomposition method in¢theases
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explanatory power of the model to 83%, with the U.S., and 81% without the U.S. data. Vector

decomposition also increases the statistical significance of the spilloiedslea.

Table 4.4: Impact of Size (GDP, Pop, Area) with and without the U.S., 1992 — 2006

Independent  Regression Regression Vector Vector
variables OLS | OLS Il  Decomp | Decomp li
Economy: -.026 -.042* - 107+ =140 %x*
(gdpcaf) (.023) (.027) (.023) (.024)
Population: .053 074* A72%** 222%**
(popcat) (.038) (.040) (.036) (.039)
Area: .040* 027 110> .068***
(areacad (.021) (.022) (.020) (.022)

Note. Standard errors in parentheses

Regression OLS | - indicates database including U.S. data
Regression OLS Il - indicates database excluding U.S. data
Vector Decomposition | - indicates database including U.S. data
Vector Decomposition Il - indicates database excluding U.S. data
1 P<.10

* P<.05

¥ P<.01

¥ P <001

As in the OLS results, the coefficient fgdpcat was negative; however, the results were
statistically significant at the .001 level both with and without the U.S. included intéheata
On average, the richer a country was (as measured by GDP categdoeihies military

expenditures as a percentage of GDP. This result strengthens the findingsLi&ingh@
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coefficient forpopcatwas also positive and statistically significant in both cases. More
importantly, population had the greatest impact of the three size variableitarymi
expenditures as a percentage of GDP, especially when the U.S. was excluded.oThis als
strengthens the OLS findings and strongly supports the first hypothesidy,Rh@ktoefficient

for areacatwas again positive and statistically significant for both datasets. Tdwmsdtsrare

more consistent than in the Cold War period. These findings support the hypothesis that, on
average, the larger states (as measured by population or area) wil ginea¢er relative

proportion of burdens than smaller states.

Table 4.5: Initial Findings from post-Cold War Period

Results of Regression

[72)

H1: | Large states will share greater relative | Supported, if size i
proportion of burdens than small states| measured by populatio
or area,;

Not supported using GD
categories

>

U

Path dependence and Domestic political influences

Before proceeding, it is necessary to examine the base model that wiico usst the
remaining hypotheses. The base model, Model 7, appears to be highly path dependent. Much of
the explanatory power of the model appears to come from the lagged dependent dataple,

It would be interesting to examine just how much explanatory power is driven byrihisiea
and how the model would function without it. In Model 7, the R-squared was .82 and the
coefficient fordvlag was .497, similar to the Cold War model. This means that, on average,

current military expenditures as a percentage of GDP increase by .49@rpoae percent
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increase in previous year's military expenditures as a percentage of IGIDR lagged

dependent variable is removed from the model, the R-squared drops slightly to .74, but remains
high. As with the Cold War dataset, the coefficientsfollover and the absolute value for the
country dummy variables generally increase. The coefficient for thd tlaneable threat,

remains statistically insignificant and the economic growth variajdechg, was relatively

unaffected. This finding validates the strength of the base model.

As in the Cold War data set, it would be prudent to test for impacts of domestic politics
on military expenditure prior to testing the main hypotheses. In Model 12, a easalded to
account for a possible impact of the composition of the government (on a lefteatgjten
military expenditures as a percentage of GDP behavior. This model uses andalmot
variable,lrparty, to represent whether or not the executive (prime minister) is from adeil(s

democratic) or right (conservative) party. The results of Model 17 are yhsipla Table 4.6.

The overall explanatory power of the model is about the same as in Model 7, before the
party variable was added. As might be expected from the literature, rug@re with a prime
minister from a left partylparty=1), on average will have a lower level of military expenditures
as a percentage of GDP. However, the impact was not large and the results weatesticedlb/
significant. Therefore in order to maintain parsimony, the party variablepped when testing

the main hypotheses.
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Table 4.6: OLS Regression estimates (without lagged DV) and with indepesmt variable
controlling for domestic effects using REG command, 1992 — 2006

Independent
variables Model 11 Model 12
ECONOMIC -.014* -.018**
GROWTH (.006) (.006)
DVLAG - QQT7Hrrx
(.041)
SPILLOVER 88O**F+  366%+
(spilloven (.097) (.093)
THREAT .001 .001
(threa) (.002)  (.003)
POLITCAL -.012
PARTY (.051)
R? 743 .820
Note. Standard errors in parentheses
* P<.05
* pP<.01
** P < 001
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Prior to testing the main hypothesis, a check was made for autocorralatien model.
Autocorrelation violates one of the assumptions in regression models that therensare
independent of one anoth&t. Autocorrelation is a frequent problem in working with panel data.
Both GDP and military expenditures tend to change cyclically and therefaessue
observations may be interdependent in this model. Reviewing the scatterplot ofensass
individual years, there appears to be serial correlation (See Figure 4.8¢fofdneanother check
in STATA was run using the xtserial command. The results of this test werkcsighi

indicating that serial correlation is present:

Wooldridge test for autocorrelation in panel data
HO: no first-order autocorrelation
F( 1, 23)= 17.493
Prob>F=  0.0004
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Figure 4.3: Scatterplot of predicted error versus Year
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While autocorrelation does not cause biased estimates, it can cause the model to
underestimate the variance of coefficients which makes tests oicagicé suspect. In order to
get rid of the serial correlation, the model will subsequently use a Generafiast Squares
(GLS) method versus Ordinary Least Squares (OLS). Later on in this chaptécqueetcted

standard errors will be used.

Controlling for Institutional Incentives: NATO and the EU

In Model 13 (see Table 4.7) a dichotomous variable is added to account for whether the
state is a member of NATO. Using GLS and addinghtte variable, the other results remain
largely unchanged, however thato dummy variable is negative. This is consistent with the
logic of collective action which suggests that statedresnrideonce they become NATO
members. However the results are not statistically significant. IreMdda dichotomous
variable is added to account for whether or not the state is a member of the ELholilus s
have an even greater influence during the post-Cold War period as the EU po¢pessds
economic and monetary union (EMU). As with the NATO dummy variable in Model 13, the
value for the EU coefficient is negative. This would suggest that, on average, mamther
EU are more prone tioee ridethan non-members. This is consistent with the rational choice
expectations which suggest that EU economic incentives (e.g. penalties frStaliliey Pact)

encourage states tee ride. However the results are not statistically significant.

As in Chapter 3, model 15 includes both two dichotomous variaidésandeu, with

similar results to Models 13 and 14. It is reasonable to explore whether or not ¢hefeffe
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membership in NATO is conditioned by EU membership. Normally the model would include
independent variables for both NATO and EU membership and an interactive term. This
interactive variable would be the product of the two dichotomous varialaiesandeu.

However, there are no EU countries in the dataset that are not in NATO. Thdrefogas not
enough leverage to test the interaction between NATO and EU. Therefore, only the two

dichotomous variablesato andeu, will be retained in Model 16 and subsequent models.

Testing Burden-sharing: New versus Old Members

Now that the basic model is set, it is time to examine whether new membareunt
exhibit different burden-sharing behavior than older NATO members. Model L8 ésc
independent variables for economic growth, the dependent variable (lagged byrpne yea
spillover, the threat variable and both NATO and EU membership variables. Aftenguhis
model, the lincom command is used to estimate the mean linear combination of tieeecteff
estimated for the variables in our mad&his allows inspection of the average country fixed
effects for new NATO member countries (those who entered in 1999 and 2004) compared to
older member countries controlling for threat and membership in NATO and the Elevétow
since we already know that population size is positively correlated wittarpiexpenditures as
a percentage of GDP, the five NATO countries with the largest populationsb@weitlion) are

removed. This left nine old nato members and ten new nato members to compare.

Using the lincom command, the average coefficients for the ten new NATO membe

states from 1999 (the Czech Republic, Hungary, and Poland) and 2004 (Bulgaria, Estonia,
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Latvia, Lithuania, Romania, Slovenia, and Slovakia) are compared with the avertigeeote
for the nine old NATO members of comparable size (less than 40 million). The old NATO
members included: Belgium, Canada, Denmark, Greece, Luxemburg, Netherlands;, Norwa
Portugal and Spain. The lincom command was then run, subtracting the awefigent for
the new member countries from the average coefficient for the old nato merfbers.
difference between these average coefficients was negative (-rii2ating that, on average,
older member states had lower levels of military expenditures as a pgeehiGDP ddp

than did newer members, controlling for population size, changes in @IpEhQ, spillover

effects gpillover) and threattbireat). However, the results were not statistically significant.

However, this result may be skewed. In their previous study of burden-sharing in
NATO, Oneal and Elrod controlled for states pursuing private goods. Defense éx@snidi
support of particular state interests were considered excludable and rival tmethikers of the
alliance and thus private goods. For example, recurring tensions betweea &rdel urkey
over the Aegean Sea and Cyprus have been major security concerns for these tves emahtr
therefore can account for much of their defense expenditur@snilarly, Portugal’s military
involvement in Angola and Mozambique in the late 1960’s and early 1970’s had the
characteristics of private goods. In both cases, the pursuit of private goodsreteted to
increased military expenditures thereby masking the incidence ofidieg-within NATO»®
Therefore, Oneal and Elrod excluded data from these countries during the pesiod®re

pursuing these secondary security interests. Similarly, both Greeceikey are excluded
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from this analysis. In the column titlégss GRon Table 4.7, a similar control is adopted by

deleting the coefficient for Greece.

When the lincom command is used, excluding Greece, Model 15 supports the hypothesis
that new member states should, on average, show higher levels of military exesrasta
percentage of GDP than older members of the alliance. The differam@ehdhese average
coefficients was negative.{63), indicating that, on average, older member states had lower
levels of military expenditures as a percentage of GGdp) than did newer members.

However, the results were only statistically significant at the .08.level

To further test these results, the lincom command is run by the population categories
already established by the variaptgpcat The smallest category was for states with less than 7
million people. For existing NATO members, this category included Denmark, Moawd
Luxemburg. These states were compared to the new member countries melpopalation
category: Slovakia, Slovenia and the Baltic countries. The results of thaeteft@listed in
Table 4.7. After running the lincom command for the smallest nato states, thendi&fer
between the older member countries and the new member states was -.156 noat wa
statistically significant. The smaller average coefficient foroldenember states suggests that
they were more prone foee ride than new members, supporting the second hypothesis.
However, these results are suspect given the inverse relationship betwesizSBiRd military
expenditures. These older members had a mean gdpcat of 4.13 versus 2.02 for the new

members.
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The next largest popcat is then tested, for states with greater than 7 millieastltan
20 million people. For existing NATO members, this category included Belgitzec&
Netherlands and Portugal. These states were compared to the new membe@&sadauheisame
category: Bulgaria, the Czech Republic and Hungary. The difference betweesretage
coefficients of old members and new members was positive (.156) but not stbtistical
significant. In order to control for Greece’s increased threat perce@ieace is again
removed. After running the lincom command without Greece, the differensedrethe
average coefficient for the older member countries and new member cousasied 18, though
not statistically significant. The smaller average coefficient foottienember states suggests
that they were more pronefree ridethan new members, supporting the second hypothesis.
However, the older member states had a mean gdpcat of 4.93 (without Greece3. 08 fms
the new members. Therefore, the results could again reflect the effect cfizzD&entified in

Table 4.4.

The next largest popcat, states with greater than 20 milliorebsitthan 50 million, was
also tested,. For existing NATO members, this categoryded Canada and Spain. These two
states were compared to Poland and Romania. The results oktrattalso listed in Table 4.7.
After running the lincom command for this category, the differebeaveen the average
coefficients of old and new members was -.289 and was statissggtificant at the .05 level.
However, once again the older member states had a higher meanajdpdat versus .3.96 for
the new members. While the results of Model 15 are consistémtthe hypothesis that new

member states should, on average, show higher levels of milifaen@ixures as a percentage of
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GDP than older members of the alliance, they are not statissagnificant. More importantly,
since it is not possible to control for the effect of GDP sigieg the lincom command, a new

test is required to account for the length of membership.

In Model 16, a continuous variable is added to account for the length ofrtigesured
in years) that a state was a member of NA&@e With this change to the model, the other
coefficients remain largely unchanged. The only exception beinghtaapillover variable is no
longer statistically significant. As in the Cold War, theueaffor theage coefficient was
negative (-.015), suggesting that the longer a state remainedTi® Ni#e more prone it was to
free ride. This is consistent with the rational choice institutional preaticin hypothesis two,
that new members would share a greater relative burden than @deyems. While this model
controlled for GDP size, the results were only statisticgithpificant at the .10 level (see Table

4.7).

Table 4.8 shows the robustness of Model 16, using different methadsiroftion and
different data sets (with and without the U.S.). In this tableddll 16 is tested using three
statistical methods: Generalized Least Squares (GL8g| Barrected Standard Errors (PCSE),
and Fixed Effects Vector Decomposition (FEVD). The data éxauinup to this point has been
generated using either Ordinary Least Squares (OLS), or Gieadrdeast Squares (GLS).
However, because we are using panel data, panel corrected dtanmdes (PCSE) may be more
appropriate. This method permits the use of a fixed effects méderder to account for first

order autocorrelation, the (arl) command is used with the STATA command, XTRGEHI.
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Table 4.7: OLS Regression estimates of institutional and age efts on NATO military
expenditures as a percentage of GDP using XTGLS command, 1992 — 2006

Independent
variables
ECONOMIC
GROWTH
DV LAG
SPILLOVER
(spilloven

THREAT
(threat)

NATO

EU

NATO/EU

New Members
Very small
Small
Medium

MEMBER
AGE

Note. Standard errors in parentheses

1 p<.10
* P<.05
** P< 01
wx P < 001

Model 13 Model 14 Model 15 Lincom

-.018*
(.006)

AQT
(.039)

354
(.097)

.001
(.002)

-.024
(.093)

~O17*
(.006)

AQTex
(.039)

328wk
(.098)

.002
(.002)

-.103
(.114)

~O17*
(.006)

AQTek
(.039)

335wk
(.099)

.002
(.002)

.036
(.113)

-.128
(.139)

dropped

125

~017*
(.006)

AQTHex
(.039)

335wk
(.099)

.002
(.002)

.036
(.113)

-.128
(.139)

-.032
(.110)
-.156
(.128)
156
(.115)
-.289*
(.156)

Less GR

~O17*
(.006)

AQTHex
(.039)

335wk
(.099)

.002
(.002)

.036
(.113)

-.128
(.139)

Model 16

-.019*
(.006)

A496*
(.039)

162
(.165)

.003
(.002)

.007
(.115)

-.144
(.139)



Vector Decomposition is also appropriate since it allows estimation ofrivaeant variables in
a panel using fixed effects. Unlike the lincom command, this method can distinguigetetw
the effect of new membership and the effect of size (GDP, Population and Are&) aventone

invariant.

The results for the independent variables are relatively consistessal three
statistical methods and in both data sets (with and without the U.S.). This robust finding
supports the validity of the model. This analysis also yields some interestuitgin
comparison with the Cold War. The first difference between the post-Cold Viizdt pad the
Cold War period concerns the level of significance of economic growth, asemapiihe model
by the variablegdpchg In the post-Cold War period, the coefficient is negative and statistically
significant in all six cases, unlike the results in Chapter 3. These resultstsbppearlier
conjecture that military expenditures are more sensitive to economic grivevttha Cold War.
The next difference between the post-Cold War period and the Cold War period is that the
results for spillover are not statistically significant. This weakengsdhesr suggestion that
defense goods were complementary during this péfideinally, the threat variable was positive
regardless of method or data set in the post-Cold War period and was statstcélicant
using the Vector Decomposition method, both with and without the U.S. data. In the Cold War
period, the threat coefficients were only positive in the data sets excludingitbd Btates.
This reinforces the earlier assumption that the threat environment has chatigegast-Cold

War period.
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The main finding from Table 4.8 concerns the robustness of the results for ageisdec
of the limitations in using the lincom command discussed earlier, the vaagdilethe best
proxy measure of new membership. As in Chapter Jagleeoefficient is in the expected
direction (ranging from -.015 to -.016), suggesting that newer members, on averagligher
levels of military expenditures as a percentage of GDP. This resulowsistent using GLS
and PCSE and with and without the U.S. data included. However, none of these results were
statistically significant. When controlling for size, using the Vectecddnposition method,
length of membership is significant at the .001 level with and without the U.S. inclurdsdm,
these finding are consistent with the hypothesis that new member sthtasreeh share at a

higher level than old member states.

The Vector Decomposition method also yields an interesting result comgeme of the
time invariant variables for sizgdpcat Unlike the results in Chapter 3, the sign for GDP size
changes to positive when controlling for NATO and EU membership and age. duits re
suggests that, on average, as the size of the country’s GDP increases (wealttirees) their
levels of military expenditures as a percentage of GDP also increasg.s ¢bnsistent with the
logic of collective action, however it contradicts the earlier findings inel4ld, which did not
control for membership in NATO and the EU or for length of membership. All threesaf the
independent variables are correlated with gdpcat. Since the findingdpfoait are not robust, it

is difficult to make any definitive conclusions about economy size (see Z&)le
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Table 4.8: Robustness check: Alternative estimation methods and altetive measures
for based model, 1992 — 2006

Independent  Regression Regression PCSE PCSE FEVD FEVD
variables I Il I Il I Il

ECONOMIC: -.019** -.019** -.019* -019% - 014**  -.013*
GROWTH (.006) (.006) (.011) (.011) (.006) (.006)
DV LAG: 496%+* ATTF* AA8*F*  A33Fxx A73FRF ABERRK
(.039) (.040) (.090) (.092) (.039) (.041)
SPILLOVER: .162 .198 206 239 .059 .087
(spilloven (.165) (.168) (.213) (.212) (.081) (.083)
THREAT: .003 .002 .002 .002 .002* .002*
(threat) (.002) (.002) (.002) (.002) (.001) (.001)
NATO: .007 -.007 -.005 -.019 .056 .036
(.115) (.119) (.127) (.129) (.095) (.098)
EU -.144 -.134 -.129 -121 -.141 -.12¢8
(.139) (.140) (.183) (.183) (.095) (.096)
AGE -.015 -.015 -.015 -.015 -016%** - 016%**
(.011) (.011) (.015) (.015) (.003) (.003)

Note. Standard errors in parentheses
| - indicates database including U.S. data
Il - indicates database excluding U.S. data

1 p<.10
* P<.05
** P< 01
*x P < 001
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Table 4.9: Impact of Size (GDP, Pop, Area) with and without the U.S., 1992 — 2006

Independent Vector Vector
variables Decomp | Decomp Il
Economy: 116%+* .098**
(gdpcat) (.033) (.036)
Population: .078* 110**
(popcat) (.038) (.040)
Area: .051** .017
(areacad (.020) (.021)

Note. Standard errors in parentheses

Regression OLS | - indicates database including U.S. data
Regression OLS Il - indicates database excluding U.S. data
Vector Decomposition | - indicates database including U.S. data
Vector Decomposition Il - indicates database excluding U.S. data
* P<.05

* P<.01

¥+ P <.001

The findings up to this point are summarized in the Table 4.10. The exqulained
over 80% of the annual variance in defense burdens and the result®eseacross methods.
The results support the first hypothetfiat large states will share a greater relative proportion of
burdens than small states. This result was statisticaghifisant in five of six cases. In
addition, the findings in Chapter 4 support the second hypothesis that melensates should,
on average, show higher levels of military expenditures as anpageeof GDP than older
members of the alliance. However, the results were nastatatiy significant at the .05 level in
two of the three methods used. It also follows that the results dupport the third hypothesis

that old members will share a greater relative proportion afdns than new members. Since
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the relationship between age of membership and military expesslituas only statistically
significant using the vector decomposition method, it would be useful todbahternative

methods of comparison.

Table 4.10: Summary Findings from Regression

Results of Regression

H1: | Large states will share greater relative Supported, for
proportion of burdens than small states | population and area.
Mixed results for
gdpcat.

H2: | New members will share greater relative | Supported and
proportion of burdens than old members | statistically significant
using vector
decomposition;

not statistically
significant using

OLS & PCSE

H3: | Old members will share greater relative | Not Supported
proportion of burdens than new members

Alternative test: Comparing Similar Cases

In order to further test our findings that new members will share grekttvee
proportion of burdens than old members, it would be useful to look ateanagive means to
control for outside factors. Another method of comparison is to look aeflease expenditures
for the new members in comparison with old NATO members contrdtingize. As discussed
above, there is a statistically significant relationship betwpepulation size and military
expenditures as a percentage of GDP. Therefore, this chalbexamine the three new NATO

members from the 1999 wave with comparable older NATO members,ologtr for
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population size. Using a most similar system (MSS) methodolodgiuBe (10.3 million) and
Hungary (10 million) are roughly the same population size as areigab(10 million) and the
Czech Republic (10.3 million). In addition, Spain (39.5 million) compaese with Poland
(38.7 million). These same country pairs were used in an esilidy by Jeffrey Simon to
evaluate the contributions of new NATO memb®ra/hile the physical size of these countries
varies among each other, any impact of area should be constatines their size does not
change with the exception of Czechoslovakia after 1992. This chaptkrok at each of these
dyads sequentially, starting with Hungary and Belgium, the twesallith one of the lowest

levels of military expenditures as a percentage of GDP.

One caveat up front, is that Hungary and Belgium are not identical in @&PBelgium
has a much more advanced and richer economy than does Hungary. Belgwenige GDP
during this period, was $279.7 billion versus $61.7 billion for Hungary. As disdus Table
4.4, there is a statistically significant, inverse relationdtgpwveen GDP size and military
expenditures as a percentage of GDP. While it is impossiblerpletely control for this
disparity, the magnitude of the wealth difference is relatiwalystant throughout this period.
Therefore, we can look at the relationship between these two riesuitefore and after
Hungary’'s accession to NATO and compare the effect of membersmplitary expenditures

as a percentage of GDP.

Prior to joining NATO, Hungary’'s average GDP was $42.8 billion durimg period,

while Belgium’s average GDP was $247.9 billion. This means that Hylageconomy was
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approximately 17% the size of Belgium’s GDP. After joining NBA\THungary’s average GDP
was $78.2 billion, while Belgium’s average GDP was $301.9 billion. Thasnsthat Hungary's

relative economic size increased to 26% the size of BelgiGDB after accession to NATO. If
economic size were the main factor in military expenditures percentage of GDP, we should
expect that this would cause Hungary to have a lower reldéirreand for military expenditures

than Belgium after 1998, all things being equal.

However, this is not the case. Hungary's average militaryreipges as a percentage
of GDP before becoming a NATO member was 1.66%, which was roaghikar to Belgium’s
average military expenditures as a percentage of GDPebfdee 1999, 1.67 %. After accession
to NATO, Hungary’'s average military expenditures as a percentagp@fdécreased to 1.55 %,
while Belgium’s average military expenditures as a percemé&DP decreased to 1.25 % after
1998. While not meeting the NATO standard of 2% of GDP, Hungary Eitivedy better than
Belgium after becoming a member of NATO (see Figure 4.4)is provides further support to
the second hypothesis thadw members will share greater relative proportion of burdens than

old members, controlling for both population and economy size.

The comparison of the Czech Republic and Portugal has the same iBsuieigal also
has a wealthier economy than does the Czech Republic. The Czaahli®e average GDP
was $71.3 billion during this period, while Portugal’'s average GDP$4/29.8 billion. Prior to
joining NATO, the Czech Republic's average GDP was $49.6 billion, vidaktugal's average

GDP was $107.3 billion. This means that the Czech Republic’'s ecomasapproximately
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46% the size of Portugal’'s GDP prior to accession. After joiNAGO, the Czech Republic’'s
average GDP was $90.3 billion, while Portugal’'s average GDP was $di#li@8. This means

that the Czech Republic’'s relative economic size increased totlé®%ize of Portugal after
accession to NATO. If economic size were the main factoxpaaing military expenditures
as a percentage of GDP, we should expect that this would cau€zdble Republic to have a

lower relative demand for military expenditures than Portugal after 1998irejstbeing equal.
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Figure 4.4: Hungarian versus Belgian military exglieures as a percentage of GBpP

As with the first dyad, this is not the case. The Czech Republic’s averaigeymil
expenditures as a percentage of GDP before becoming a NATO member was 2.7 %,ashich w
about 0.2% higher than Portugal’s average military expenditures as a pgecein@DP before
1999, 2.5%. After accession to NATO, the Czech Republic’s average military expesdis a
percentage of GDP rate decreased to 2%. However, it remained higheothmal® average
military expenditures as a percentage of GDP, 1.8 %, after 1998. Not only dizeitie C

Republic meet the NATO standard of 2% of GDP during most of this period, the Czech Republic
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did relatively better than Portugal after becoming a member of NAT®OHigeire 4.5). This
finding supports the hypothesis timw members will share greater relative proportion of

burdens than older members.
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Figure 4.5: Czech versus Portuguese military ediperes as a percentage of GBP

The final comparison looks at Poland and Spain. As with the eaylelisdSpain has a
wealthier economy than does Poland. Poland’s average GDP was $1888 chiling this
period, while Spain’s average GDP was $722.2 billion. Prior to joiNAJ O, Poland’s
average GDP was $129.6 billion, while Spain’s average GDP was $577.0 billloa.means
that the Poland’s economy was approximately 22% the size ai’S@aDP prior to accession.
After joining NATO, Poland’s average GDP was $230.4 billion, whilerBpaverage GDP was
$849.2 billion. This means that the Poland’s relative economic sizagent to 27% the size of

Spain after accession to NATO. If economic size were the faator in explaining military
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expenditures as a percentage of GDP, we should expect that thés eaogke Poland to have a

lower relative demand for military expenditures than Spain after 1998.

In reality, Poland’s average military expenditures as a percentagefbbé&iore
becoming a NATO member was 2.4% versus Spain’s average military expena#ares
percentage of GDP of 1.5%, before 1999. After accession to NATO, Poland’s avéitagg m
expenditures as a percentage of GDP rate decreased to 1.9%. However, it wabdmgher
Spain’s average military expenditures as a percentage of GDP, 1.2 %. While Polened'sed
affluence might have lowered Poland’s level of military expenditures ascargage of GDP, its
level of military expenditures as a percentage of GDP exceeded Sgtanisegoming a
member of NATO (see Figure 4.6) and was close to the NATO standard of 2% of GDB. Thes
findings are consistent with the hypothesis ttew members will share greater relative

proportion of burdens than older members.
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Figure 4.6: Polish versus Spanish military expemds as a percentage of cBp
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Another factor to consider in these comparisons is that all three new membeargazbnti
to use conscript forces during much of this period. Because conscripts areljsdavatarket
rates, expenditure measures underestimate the true costseto aftaheir force structure. In
earlier studies, Oneal adjusted defense spending by 10% to rdfeechonetary value of
conscriptior?* Therefore, new member contributions to NATO are underestimaieg thss
measure. While Belgium ended conscription in 1994, Hungary continued ¢onsgipts until
2004.%* Similarly, while Portugal ended conscription in 2003, the Czeghilitie continued to
use conscripts through 2085. Finally, while Spain ended conscription in 2001, Poland
continues to use conscripts®  If adjusted for conscription, Poland’s levels of military
expenditures as a percentage of GDP would meet the NATO yoaiim, the Czech Republic,
Hungary and Poland, while all not at the NATO goal of 2%, exceede@xpenditures of
Belgium, Portugal, and Spain in the period following their membersh@gp NRTO (1999).
While their levels of military expenditures dropped after attgg membership, they did so at a

slower rate than older members.

Does new member burden-sharing decline after accession into NATO?

Related to the hypotheses about new versus old burden-sharing, hypothesis 2aastatsv
member burden-sharing should decline after accession into NATO. If thig ithém the military
expenditures for new member states, as a percentage of GDP, should fall beloerdige, non-
U.S. NATO military expenditures after enlargement. In order to contrehéunique role of the

U.S. in NATO as the leader of the alliance and its sole superpower, the new mambberazared
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only to their non-U.S. allies. New member states are compared in cohortsphdkeir year of
admission to NATO. In Figure 4.7, we can see that the military expendiéisragpercentage of
GDP, of the new NATO members from 1999 (the Czech Republic, Hungary and Poland3atecrea
slightly in the years following NATO membership. However, this decline iamyi expenditures

as a percentage of GDP is in line with the average expenditures of other NABOwliatewere

declining at a similar rate.

This result differs from Spain’s experience during the Cold War (see Cl@ptehen its
level of military expenditures as a percentage of GDP diverged from thg.8oMNATO
average after the five year mark. In fact, there is a convergence of mebemmilitary
expenditures as a percentage of GDP on the NATO average after accessiot960thvave of
new members. This suggests that the decline in military expenditurgeasatage of GDP is
not attributable to new member free-riding, but rather to some outside factamafta|

members of the alliance.

In Figure 4.8, we can see that the military expenditures d2@id wave of new NATO
members. Again, military expenditures as a percentage of GOfedime in absolute terms
after accession into NATO. However, the military expenditureh@fnew NATO members
from 2004 (Bulgaria, Estonia, Latvia, Lithuania, Romania, Slovakia, aonk&R) are in line
with the average expenditures of other NATO states (excluding Bg. Unlike the earlier
wave, they begin to converge on the NATO average beginning abeatybars before joining

NATO. As with the first wave, they have remained in linehwither NATO states since
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accession. This finding contradicts Hypothesis 2a, that new melnubden-sharing would

decline after accession into NATO, due to the removal of conditionality.
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Figure 4.7: 1999 wave versus non-U.S. NATO mijitaxpenditures as a percentage of édp
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Figure 4.8: 2004 wave versus non-U.S. NATO mijitaxpenditures as a percentage of ébp
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Again, this finding is in contrast with NATO’s previous experiength vexpansion in
1982. In Figure 4.9, we can see that the military expenditures @paim diverged from the
average expenditures of other NATO states after becoming a member. Wéainsesesting is
that Spain’s military expenditures only begin to converge on the NATOgeverd 992 after the
end of the Cold War. Even then, this convergence resulted mone fizlling NATO

expenditures than any change in Spain’s military expenditures as a percer@dfe. of
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Figure 4.9: Spain versus non-U.S. NATO militarpemditures as a percentage of ébp

Perhaps it was easier for new membeiffsee rideduring the Cold War, when both super
powers were vying for potential allies and proxies. Howewethe post-Cold War period, that
does not appear to be the case. In sum, all of the tests condutednsthis chapter, support
the hypothesis that new members will share greater relptimgortion of burdens than old

members. A summary status of the findings is presented in the Table 4.11.
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Table 4.11: Initial Findings from Alternative Methods

Results of Regression

H1: | Large states will share greater relative Supported, if size is
proportion of burdens than small states | measured by population
or area;
Mixed results using
GDP

H2: | New members will share greater relative | Strongly Supported
proportion of burdens than old members

H2a:| New member burden-sharing declines afteNot Supported
accession into NATO.

H3: | Old members will share greater relative | Not Supported
proportion of burdens than new members

Controlling for Threat

At this point, it would be helpful to revisit an alternative explemmathat could be made
to explain these results. Realists might contend that NATObaestip had nothing to do with
the defense expenditures observed. Rather, the new members’ griitdey spending could
be based on a desire to balance against their historic advelRasyia. Since the Czech
Republic, Hungary and Poland are all closer to Russia than Belgamug®l, and Spain, and
since they all were occupied by Soviet troops in the post-World Waeriod, a compelling
argument can be made that a stronger threat perception is liegpdmstheir greater military
expenditures. If this were the case, we would expect thaargikxpenditures as a percentage
of GDP levels would rise as Russian military expenditures aseck and would decrease as

Russian military expenditures decreased. In order to contrthifoalternative explanation, the
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average military expenditures as a percentage of GDP for zeaehCRepublic, Hungary and
Poland are compared to Russia’s military expenditures before @ncatession to NATO (see

Figure 4.10).
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Figure 4.10: Russian military expenditures vels289 Wave Expenditures as a percentage of BDP

As in our previous model, we find that the military expenditures efrttw member
states are not responsive to increases in Russian militarpdityres. While Russian military
expenditures begin to rise after 2001, the average defensive burdeasef new members
continue their gradual fall. This is not consistent with reaigiectations. In fact, Russian
military expenditures are inversely correlated to changeslitaryiexpenditures as a percentage
of GDP levels in all three new members after accessions mbans that as Russian military
expenditures increased, on average, military expenditures as entage of GDP levels

decreased for the new members following accession to NATO.

141



This finding does not support the realist explanation that threatvisgithe higher
levels of military expenditures. Additionally, if Russia wéne main factor driving burden-
sharing behavior, we would expect that these new member staués ot participate in NATO
missions out of fear for their own security. Rather, they woulexipected to keep their troops
at home for self-defense. However, this is also not the case. This element ofdnadieg will

be explored in greater detail in the next chapter.

Effect of enlargement on free-riding

A simple method used in previous studies to examine free-riding was to look ainttierdt
deviation between defense burdéhsThe standard deviation represents the average deviation from
the mean of NATO military expenditures as a percentage of GDP. In tlés saudy, as the value
of the standard deviation got smaller, it was interpreted that burdens weze sttae equally
among member states. The use of the standard deviation has been absent in thenhore rece
literature on burden-sharing. One reason is that using standard deviation &% roefse-riding
can be misleading. It is equally possible that declining standard deviatioayaatpresent more
uniform free-riding behavior. Given that few NATO countries are cugrendeting the NATO
benchmark of 2% of GDP for military expenditures, this might be a more plwesiplanation. As
the Supreme Allied Commander Europe, General Craddock told the author in 2008, “Since then
[2002], we have actually regressed in levels of spending. Only six of 26 NATO menmers a
meeting the 2% figure®® Therefore, other tests are necessary. This chapter will use two measures

to test the hypothesis that enlargement increased free-riding behavicageawglitary expenditures
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versus the pre-enlargement trend, and NATO average military expenditcges WeS. military

expenditures.

NATO average versus pre-enlargement trend

Another test to examine free-riding after NATO enlargement would be to |ldbk at
average rate of change of military expenditures as a percentage diek@® and after NATO
enlargement. If enlargement of NATO did lead to greater free-riding, thevowle expect that
the rate of change (in this case decline) in military expenditures aseatagre of GDP for non-
U.S. members would increase after enlargement. In Figure 4.11, averageriAfary
expenditures (as a % of GDP) are charted against the pre-enlargemagéesand a linear trend
line based on the pre-enlargement averages. If hypothesis four is corredigthea t
representing the actual average NATO military expenditures should oot thee pre-
enlargement trend line after NATO enlargement in 1999 and 2004. However, the restdte indi
that the rate of decline in military expenditures as a percentage ofif@dDi®t increase after

enlargement. This result does not support hypothesis four.

NATO average versus U.S. Spending

Another method of comparison would be to analyze the average annual, non-U.S. NATO
military expenditures as a percentage of GDP versus the level of U.&ryrefpenditures as a

percentage of GDP from 1992 to 2006. As seen in previous figures, the average lelrrgf mi
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Figure 4.11: Average NATO military expendituresaapercentage of GDP versus trend’tne

expenditures as a percentage of GDP declined in absolute terms throughout this penidd. Pri
the first wave of expansion, the average military expenditure levels dropped frono262%0.

This represents a 15% reduction. However, U.S. levels of military expendit@rgeaentage

of GDP also dropped during this period, declining from 5.1% in 1992 to 3.1% in 1998, a 39%
reduction. After NATO expansion in 1999, the average military expenditures asatpgec

of GDP for non-U.S. NATO members dropped from 2.2% to 1.7%. This represents a 23%
reduction. However, U.S. levels of military expenditures as a percentagePodGially

increased after 1999, from 3% in 1999 to 4% in 2004 (see Figure 4.12). Over the entire post-
enlargement period, the annual rate of change for the U.S. was a positive .086%esdlhi

bears further analysis.
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NATO burden sharing before & after enlargement
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Figure 4.12: Non-U.S. NATO versus U.S. militagpenditures as a percentage of 3dp

The relative decline in average rates of military expenditurepascantage of GDP for
non-U.S. NATO members after enlargement could be cited as evidence o$éuchese-riding.
However, it is first necessary to rule out alternative explanations.abesen U.S. levels of
spending could be the result of a relative increase in the power of the U.S. vers\BGts N
allies, leading to a greater provision of public goods by the United States.vétotigs is not
likely. Non-U.S. NATO members had a slightly higher growth rate (2.31% aaahpa 2.27%)
than the U.S. during this period. Alternately, it could be the result of the Unitied Stasuing
private goods versus alliance-wide public goods after 1999. The followingrsaaki examine
these two explanations sequentially, looking for observable implications thatt snggest

whether or not these are more plausible explanations.
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Alternative Explanations: effect of enlargement or uniquely privilegedyroup

As discussed in Chapter 2, NATO is often characterized as a uniquely pdvilege
group® A uniquely privileged group has one significantly larger member that ingviind
able to bear most of the burdens of providing a public benefit regardless of the camsilodti
other members. As a uniquely privileged group, NATO members would therefersthang
incentives tdree rideon the U.S., especially when U.S. power was increasing relative to
Europe. Conversely, as the relative power of the U.S. declined, so too should free-riding
behavior decline. Contrary to hypothesis four, evidence of this relationship would ghadhen

linkage between NATO enlargement and increased free-riding behavilog the post-Cold

War period.
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Figure 4.13: U.S. percentage NATO military exgameés versus percentage NATO cBp
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The data through 2000, shown in Figure 4.13, supports the alternative explanation
attributing free-riding behavior to NATO being a uniquely privileged groupw&er, 1980 and
2000, the U.S. proportion of NATO military spending roughly paralleled changes ineelat
economic strength. As the proportion of the U.S. GDP to NATO’s combined GDP increased, s
did the proportion of U.S. military spending compared to NATO military spending (i®)US
However, after 2000 this is no longer the case. U.S. military expenditures,rasratgge of
total NATO military expenditures continued to increase even though theeedate of the U.S.
economy (GDP) decreased. This finding suggests either increased fngesrnidhe part of
non-U.S. allies after NATO enlargement in 1999, or that the U.S. pursued more impure public or

private goods after 2000, such as the Iragi War or the War on Terrorism.

Alternative Explanations: the pursuit of private or impure public goods

In 1991, Murdoch and Sandler critiqued the hegemonic power relationship with military
expenditures as a percentage of GDP as discussed above and suggested that the joint product
model better explained military expenditures as a percentage of GDPdyehidivin NATO >°
Analyzing different types of weapons systems, they suggested thatrynéikpenditures did not
uniformly yield public goods, but rather could also produce private and “impure” public goods.
For example, long range strategic weapons (such as nuclear weapons) gieddipiarbenefit.

First, the benefits produced (deterrence) are characterized by nooerigaimption. If more
states fall under the protective umbrella of the U.S. nuclear arsenal, natagiminish the
deterrent benefits for the original members. Second, it is difficult te@xchembers from the

benefit of nuclear deterrence even if they are free riders. Other weapemsysuch as
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protective weapons, yielded either impure public or private benefits. For exatigls can be

excluded from the benefit of a conventional weapons such as coastal artillery.

If we extend Murdoch and Sandler’s joint product model to military operationsllesswe
weapon systems, we can then test our preliminary conclusions about burden-aftering
enlargement. However, the characteristics of some military operatensoae like public
goods than others. In order for NATO to undertake any mission it requires consemsus. T
means that every member agrees that the mission is in the best interestliahttes ar at least
that it would not have a net detrimental impact on their national interest. NAT@&tiops in
the Balkans are one example. The benefits produced from the Balkan operatiorencetd
further inter-ethnic conflict and demonstration of NATO resolve and capalitre
characterized by non-rival consumption. All European countries benefitted from the pos
operation stability without reducing the benefit for the other members oflidreca. Second,
every member of NATO benefits from a more stable Balkan region and a stadiragese,
whether or not they contributed their fair share to the mission. This is an example of non-
exclusion. In fact all European countries, with the possible exception of Serbiattbdriefm
these operations. Therefore, contributions to NATO approved missions could be chadacteriz
as public goods. In addition, expenditures in support of these NATO operations would eghtly b

included in burden-sharing discussions.

The case of Operation Iraqi Freedom (OIF) is a different story. The wagimhs not

a NATO mission. In fact, many NATO allies disagreed with the war and thcuaght tvould
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lead to greater insecurity. Using Murdoch and Sandler’s wording, OIF was intmirsui

“country specific goals” and thus potentially yielded private benefitopg and equipment
committed to the defense of Iraq were unavailable for use elsewhereqtberel). This

became increasingly true for NATO operations in Afghanistan, wherdlidneca has had a
continued shortfall of required troops and the U.S. has been unable to fully meet the demands f
troops. As the Supreme Commander Allied Powers Europe told the author during anantervie
in 2008, “from a purely military perspective | think the US would be very stréti¢htewere

required to undertake operations in Afghanistan without NATO support given the level of
commitment in Iraq.*® Clearly, U.S. expenditures in Iraq fall under the category of rival
consumption and yield questionable benefits to the alliance, meaning they araahiainae

public good. In addition, the benefits of OIF could be characterized as excludabéxafple,

the U.S. initially banned three critics of the war (France, Germany andRinemn competing

for post-conflict reconstruction contradfs Therefore, any military expenditures by the U.S. in
support of OIF should not be counted in burden-sharing comparisons with non-U.S. allies. The
following analysis compares U.S. military expenditures as a percenit&jeP to the NATO

average during this period.

If OIF was a private good, then U.S. military expenditures should be adjustedhe get t
true contribution of the U.S. to NATO public goods. According to data published by the
General Accounting Office (GAGY, U.S. military obligations in support of OIF amounted to
approximately $267 billion dollars between 2003 and 2006. This represents about .6% of GDP.

Other estimates puts the cost of the war in Irag even higher, for exéma@engressional

149



Research Service (CRS) estimates would increase this figure to .7%P01°GIsing only the

budgetary costs calculated by Joseph Stilitz in his recent book, The Thhea Ddllar War,

the actual figure would amount to approximately $539 billion dollars between 2001 antf 2007.

NATO burden sharing before & after enlargement
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Figure 4.14: Non-U.S. NATO versus adjusted U.Hitary expenditures as a percentage of ébp

Using the more conservative number, if we adjust U.S. military expenditures as a
percentage of GDP by .6% post 2003, then the average level of U.S. military exmgsnatit a
percentage of GDP would actually be around 3.25% (see Figure 4.14). With this edfdstm
private goods pursued in OIF, U.S. levels of burden start at 3% in 1999 and finish at 3% in 2006,
though there are generally higher levels of military expenditurepascantage of GDP in
between. This significantly changes the relative rates of militgogreditures as a percentage of
GDP, as depicted in the adjusted figure. Over the entire post-enlargement ges@djuates to
no average, annual rate of change for the United States. Had Stiglitz bgeressed, adjusted

U.S. military expenditures as a percentage of GDP would have dropped from 3% to 2.8%. All of
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this analysis understates the amount of private benefits contained in U.S. defemsbteres,
since much of this spending supports America’s global interests outside of NAT@e i

U.S. military expenditures as a percentage of GDP declined after enlatgdmegyap between

the U.S. and non-U.S. NATO average is still less than in 1992. Thus these findings offéer mix
results in testing hypothesis four that free-riding behavior should increigsERATO

enlargement.

Conclusions

The findings for the post-Cold War period directly address mosteofiypotheses in this
project. A summary of the results is listed in Table 4.12. Tewplbitation of the great”
hypothesis appears to be a valid phenomenon during this period, as sudgester first
hypothesis. However, the results of economy size were mixatikeldhe Cold War period, the
results appear to support the second hypothesis that new membebstaken share at a higher
level than existing members. Conversely, they do not support the timrdeting hypothesis.
The findings also suggest that new member burden-sharing did ioedaiter accession into

NATO, contrary to H2a.

Finally, the results are mixed as to whether enlargemeniAdiNincreased free-riding
behavior. The fact that few NATO states are now meetinge¥hebenchmark is irrefutable.
This is consistent with the expectations of the logic of caMedction in that the expansion of
NATO from 16 to 26 members should have resulted in greater frerridiowever, there were

viable alternative explanations for declining levels of militaxpenditures by non-U.S. NATO
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members. First, non-U.S. NATO members had an average growtlfrdt31% compared to
2.27% for the U.S. during this period. Second, the rate of change tarynéxpenditures as a
percentage of GDP for non-U.S. members did not increase af@mgement. Third, rising
levels of U.S. military expenditures after 2001 could also be expldipehe pursuit of private
benefits by the United States. For example, the U.S. war gnwes responsible for a large
portion of the increase in U.S. military expenditures during thiso@eriFinally, declining
military expenditures can also be explained by a declining convehtioeat perception on the
part of the NATO allies. Therefore, we cannot reject nutidtiyesis that enlargement had no
impact on free-riding behavior. The next chapter will testoélthese hypotheses using

contributions to NATO mission.

Table 4.12: Summary Findings from 1992 — 2006

Results of Regression

H1: | Large states will share greater relative Supported, for
proportion of burdens than small states | population and area.
Mixed results for
gdpcat.

H2: | New members will share greater relative | Supported
proportion of burdens than old members

H2a:| New member burden-sharing declines afteNot Supported
accession into NATO.

H3: | Old members will share greater relative | Not Supported
proportion of burdens than new members

H4: | Free-riding behavior should increase with | Mixed results
NATO enlargement
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CHAPTER 5
SHARING RISK: CONTRIBUTIONS TO NATO MISSIONS AND CAPABILI TY

Analysis of contributions to NATO Missions

The NATO Treaty, written in 1949, speaks about "shared risk and shared responsibility”
as a founding principle of the Alliance -- we need that commitment as much today as we
did in 19491
United States Ambassador Victoria Nuland

The previous chapters have focused on the traditional measure of bhadiers
in NATO: defense expenditures as a percentage of GDP. SThertainly an important
aspect of the burden-sharing debate. However this measure aleseagi incomplete
picture of burden-sharing. In essence, military expenditeq@®sent inputs that may or
may not translate into alliance capabilities or mission accseimpknt. As the Deputy
Secretary General of NATO, Ambassador Bisogneiro stated, bahdemg is not just
guantitative. “[Burden- sharing] is first and foremost a malitissue and has to do with
political will.”* Political will is most important when discussing alliancepoits, such as
contributions to NATO missions. Without political will, it is ditilt for an alliance
member to initiate or sustain military operations. Howevesyssive the findings

concerning military expenditures are from the last chapteitanyil contributions to

NATO missions represent a key indicator of burden-sharing trejually relevant and
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applicable to the on-going policy debates within NATO today. Thépter focuses on

these contributions to NATO missions.

This chapter suggests that the logic of collective action gesvsome insight into
burden-sharing behavior within NATO. However, this logic is based upoprbvision
of a public good with the characteristics of non-excludability and mahconsumption.
This was not always the case. For example, troop contributiomsvarer consumption
in that troops deployed in support of one mission were unavailabletlier NATO
missions. Another difficulty lies in distinguishing between frigag behavior and an
agreed upon division of labor. Given these difficulties, thereliaggeneral pattern that

emerged from this research.

This pattern relates to the first hypothesis. As expected fhe collective action
literature, size has an impact on contributions to NATO missioms. eXample, larger
states usually provide greater air contributions than smallAfates. When it comes
to troop contributions, the results are better explained by thepjamdtict model. Where
larger states were clearly pursuing private benefits (U.Sfghakistan; Big 4 European
nations in Bosnia/Kosowy they tended to provide a greater proportion of ground forces.
Conversely, when smaller states are pursuing private beneftts as credibility
(especially with the U.S.) or fulfilling their commitmentstte® NATO Response Force,

they tended to provide an equal or greater proportion of ground forces.
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The results for the second and third hypotheses are mixed. During Bosl
Kosovo, older member states on average provided greater troop contributiomewha
NATO members. This finding generally reflects a lack olitary capability by new
members immediately after accession into NATO. New membatributions as a
percentage of population generally increased over the duration ofifiseon as their
capabilities increased. However, during the NATO mission toh&dgtan, newer
member states on average provided greater troop contributions than o iémbers.
This finding suggests that the pursuit of private benefits (ctag)doy new members
often mitigated the incentives tee ride The findings also did not support the corollary
hypothesis that new member burden-sharing would decline aftessaon into NATO.
As stated above, the relative contributions by new members dgnecatased over the

duration of the mission.

The results also did not support the fourth hypothesis that free-fgihgvior
would increase with NATO enlargement. In both Bosnia and Kosovo, thagaveoop
contributions of small states equaled or exceeded their pegeeotgopulation. While
this was not the case in Afghanistan, this was largely duketaelayed and initially
limited role of NATO during the earlier years of operations fghanistan. The United
States wanted to be free from alliance constraints during @peahduring Freedom.

However, allied contributions have increased steadily in the subsequent years.

An inductive finding from this chapter, which is explored in greatetail in
Chapter 6, is the distinction between willingness and capability teebtshare. This has
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two observable manifestations. First, the disproportionate air comnbuby large
NATO states reflects a division of labor agreed upon during NAT@efptanning and
generation processes as well as a differential in capablitiiere smaller NATO states
have a comparative advantage, in conventional or niche troops, they areilimogeand
able to contribute. Whereas the disproportionate air contributionsde/ WATO states
reflects their comparative advantage in high technology and falamesources,
compensating for the times when they appedire® ridein the provision of troops. The
second manifestation concerns the contributions of new membetgn-tidies, what
appears to be free-riding behavior actually reflects a lack pdhdlity versus a lack of
willingness to contribute. As military capabilities increassmfoo did contributions to

NATO missions.

Not surprisingly, the willingness to contribute is often constrainech@ividual
national military capabilities and political realities. Tragrue for all NATO members.
As Jamie Shea, former NATO spokesman and current Director of FRIewing stated
“In the final analysis, how to count contributions to the alliancm ithe eye of the
beholder. All national contributions are driven by political conssdtht While this
reality may lead to sub-optimal provision of public goods, it doesmplyia rational

calculation tdree ride
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Research Design

Contributions of member states to NATO peacekeeping operatiorsalyezed
during four NATO missions: one humanitarian and three peacekeepihige
humanitarian mission was selected since it was the first agdpatational employment
of ground elements from the NATO Response Force. The three pepirekenissions
were selected since they represent the three largest NA$&ons involving ground
forces. These particular missions began during three distinodpeof interest for this
study: before NATO enlargement, immediately following thestfwave of NATO
enlargement in 1999 and immediately preceding the last wav dONenlargement in
2004. Selecting these missions with different start dates salloaximum variation in
membership and enlargement status. If hypothesis 2a is cotreat,the relative
contributions by new members to missions starting after gainiagpbarship should
decrease in relative terms. This variation also enableshhjster to test to whether, or
not free-riding increased after each wave of NATO enlargemiérsio, then the relative
contributions for the U.S. should increase over the course of thesseons. Each
mission has unique characteristics that could impact the inceféioeg NATO states

and they are therefore treated as separate cases.

Two measures are used as proxies for burden-sharing in support T® NA

missions: air contributions and troop contributions. These meas@esen because
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they are policy relevant and because NATO maintains thesstisgafior most of their
missions. As much as possible, demographic information and data on carighot
NATO missions were extracted from NATO documents. Where notdfion NATO
documents, data comes from another common source used in previous: Sthdies

Military Balance,published annually by the International Institute for Strategic Stddies.

While both contributions are important there is a distinction betagemnd troop
contributions. Air contributions are largely constrained by existimigary capability
and technology. For example, few NATO countries had precision strike capabilitg dur
these missions. Therefore larger, wealthier countries that thage systems in their
inventories should be able to bear a larger proportion of these burdens. Troop
contributions, on the other hand, are less dependent upon technology and edye larg
constrained by political will and population (size and demographics). débision to
send soldiers into harm’s way is a difficult political decisionl #he subsequent loss of
life in these operations can hurt public support for a government. eWabih air and

ground contributions are analyzed, the emphasis is on troop contributions.

Data was also systematically collected from other crediblelished sources,
international organizations (such as the OECD) and relevant NATO docuntenteach
cased study, this project uses the same procedure to analydatdéh® increase the
reliability of the findings. The data is evaluated in groupimdsvant to the hypotheses
tested: large versus small and old versus new. New menadagr ¢ontributions are
aggregated by cohorts, controlling for population, and examined agamisir Sized old
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NATO members. This chapter concentrates its analysis on the 1889 since they

were NATO members during all four NATO missions under study.

As discussed in the previous chapters, the appropriateness of using contributions
to NATO peacekeeping operations as a measure of burden-sharing is founded on the
notion of a public good. Contributions of member states to NATO peacekeeping
operations are appropriate measures of burden-sharing because theyratl/ gene
considered to be a public good, these missions must also have the qualities of non-
excludability and non-rival consumption. Non-excludability means that those who do not
contribute to the provision of a particular good or service cannot feasibly be kept from
benefiting from it. Once NATO is committed to a mission, every NATO member
benefits from the resulting increased security or stability regardlegsether or not
they directly contribute to the mission. Thus the benefits are non-excludable. visllon-ri
consumption means that consumption of the good or service by one actor does not
diminish the amount available to others. The direct benefits of these NATO missions,
whether increased security, stability, or good will, apply to all membighsut reducing
the benefits to other members. All NATO states also gain from the indirgsfitseof
these missions such as increased interoperability within the alliance aeaseat
deterrence to threats outside of the alliance. Thus these missions algdleatisf

requirement of non-rival consumption.

However there are cases where these contributions are also made in thepursui
private benefits. Certainly quelling the ethnic violence in the Balkansdffarvate
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benefits to neighboring states and those with ethnic minorities in the region. Tée sam
could be said about the United States contributions to the “Global War on Terror” (i.e.
Afghanistan and Iraqg). In addition, troop contributions made to gain favor with the
United States could yield private benefits such as enhanced credibility. cBddaility

is excludable, contributions to these missions in the pursuit of credibility coald als
mitigate free-riding behavior. This project attempts to identify werenflaterivate
benefits have had a significant impact on the contributions to these NATO missibns a

adjust the findings to account for these instances.

Methodology

According to logic of collective action, the U.S., as the largest and weakhasst
in the alliance, should contribute a relatively larger number of trempsATO missions
than smaller NATO states because they have more to gain anfidos such missions.
If this logic is correct, then there should be three observablacatiphs. First, the
relative contributions of the U.S. should exceed those of the other MAJOD states.
Second, the proportional contributions of large NATO states should atsedexheir
percentage of NATO population. In order to test the proportional batitns of large
NATO states, this chapter examines the contributions of the fgesia non-U.S. NATO
members (as measured by GDP and population size). Thesppaoprate criteria
because both wealth and population size affect the capabilitycotirgry to bear the
costs of committing troops to operations, especially outside oflibeders. Finally, the

proportional contributions of small NATO states should be less thanptihientage of
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NATO populations. These measures (relative and proportional contnbutice used to

test the first hypothesis, the “exploitation of the great.”

Rational choice institutionalism would also suggest that new member states would
have a strong desire to demonstrate their reliability to fakow NATO members. New
members’ concern for establishing credibility and demonstraapglulity should result
in stronger incentives to share burdens within NATO. If this legiorrect, then there
should be two observable implications. First, the relative contributions of the ne® NAT
states should exceed their percentage of NATO population (% oONfarce > % of
combined NATO population). If however a new member is attemptirige¢oride, its
contributions should be less than its percentage of NATO’s total pmpulain this
project, NATO states whose troop contributions exceed their percenfalATO
population are characterized as providing their “fair share” h® mission. The
implication is that the contributions of new members should be rdiati@eger than
those of existing NATO members, controlling for population sizeréaee# troops new
members > average # troops old members). If however hypothesgsi$ correct, then
the contributions of older members of similar size should be gréwte those of new
NATO members. These two methods are used to test the compatmydsand third

hypotheses, concerning the relative contributions of new versus old NATO members.

In a 2004 article, Judith Kelley demonstrates that membership icovadity was
highly correlated with desired policy outconfes. Therefore, rational choice
institutionalism could also be used to suggest that concerns fbligstag credibility or
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maintaining reputation would be outweighed by incentivdset® rideafter accession. |If
this logic is correct, then an observable implication would bettbap contributions to
NATO missions would fall for new members after each new vedvaccession: 1999
and 2004. In order to test the third corollary hypothesis that nemberestates should,
on average, show declining levels of burden-sharing after accession im0, Ni#e troop

contributions of new members before and after accession to NATO are analyzed.

The logic of collective action also states that as the sizeeofroup grows, the
more suboptimal the level of public goods supplied. Thus, as the sizeADDO N
increased from 16 members to 19 and eventually 26 members, free-belayior
should have increased in smaller states. With enlargement,$heahdél the other major
NATO powers, as the largest and wealthiest states in tiamcd| should contribute a
greater relative number of troops to the mission than smallerONgtaites because they

have more to gain and lose from such missions.

If this logic is correct, then there should be three observablecatipins. First,
the troop contributions of the U.S. relative to its share of the ®Adpulation should
increase after NATO enlargement. Second, the proportional contributioterge
NATO states should also increase relative to their percentayd D population after
enlargement. Finally, the proportional contributions of small NAT&tes should
decrease after NATO enlargement. These three methods areousest the fourth

hypothesis that NATO enlargement should lead to greater free-riding.
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Why Troop Contributions?

In many ways, participation in NATO missions is a more valid measure of
burden-sharing than military expenditures. These missions carry gvektieal risk
than do military expenditures. Contributions to NATO missions are more clearly
attributable to a collective good than military expenditures, which are difbozilt to
identify as either public or private goods. Using our earlier definition of bestaring
as “the distribution of costs and risks among members of a group in the process of
accomplishing a common godljt is necessary to establish that these missions are
indeed in pursuit of a common go&ince each NATO mission requires approval
through NATO’s consensus procedures, a strong case can be made that thess miss
constitute a collective good to NATO members. During interviews conductedTad N
headquarters in 2008, NATO officials placed a great deal of stock in consensus and its
salience in the burden-sharing debate. “Consensus is important when coontrngs c
to dangerous missions and accept great political risk. Consensus is the strengthaa alli

and it provides legitimacy and demonstrates urity.”

To be considered a public good, these missions must have the qualities of non-
excludability and non-rival consumption. Non-excludability means that those who do not
contribute to the provision of a particular good or service cannot feasibly be kept from
benefiting from it. Once NATO is committed to a mission, every NATO member
benefits from the resulting increased security or stability regardlesgisether or not

they directly contribute to the mission. Thus the benefits are non-excludable. visllon-ri
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consumption means that the number of actors benefiting from the good or service does
not diminish the amount available to others. The direct benefits of these NATO
missions, whether increased security, stability, or good will, apply to all membe

without reducing the benefits to other members. All NATO states alsorgartlie

indirect benefits of these missions such as increased interoperability thighalliance

and increased deterrence to threats outside of the alliance. Thus these nigsions a

satisfy the requirement of non-rival consumption.

Contributions to NATO missions are qualitatively and substantively different
measures of burden-sharing from military expenditures. Placing troops in aalenge
situation entails greater political risk than increasing defense spendiogntributing to
NATO common funding. Therefore, it should be more difficult to overcome the rational
pressures téree ridewhen sending troops to NATO missions, especially when those
missions are difficult to directly link to a national interest. A case stpdgoach is used
to examine burden-sharing in two types of missions: humanitarian and peacekeeping

missions.

This project uses troop contributions, as a proportion of state populatian, a
proxy for quantifying burden-sharing in NATO operations. The gretite ratio of
troops to population, the greater level of burden that country is assumiiing
deployment of the NATO Response Force to Pakistan is analgzad axample of a
humanitarian mission. This chapter looks at the NATO mission imiBdSFOR) and
the NATO mission in Kosovo (KFOR) as examples of peacekeepisgians. And
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finally, this chapter analyzes the NATO mission in Afghamgi®AF) as an example of

a peacekeeping mission including ground combat operations.

Humanitarian Missions: The NATO Response Force in Pakistan

Humanitarian operations represent a new type of NATO mission, thinagh
build on earlier NATO civil emergency planning activittedhese missions are designed
to alleviate human suffering in the wake of natural disastees @& result of on-going
conflicts. As a result, humanitarian operations are traditionatheant to be
substantively neutral in the conflict at harll.”Among NATO’s new missions, Joseph
Lepgold characterized humanitarian operations as public goods (botlxeladable and
non-rival) so long as they were of short duration and limited scopke NATO
Response Force (NRF) mission to Pakistan to provide assistégrctha earthquakes in
2005 was certainly both limited in scope and lasted a little aver rhonths, from
October 2005 until February 2086 In addition, the NATO mission was limited to
transporting humanitarian relief supplies and providing engineeringnadital support

to the government and the Pakistani people.

The NRF is made up of air, land and sea forces that are om@osth stand-by
rotation to support NATO missiori8. All forces participating in the NRF go through a
training and certification process before going into the standiglomi. Like most
NATO missions and exercises, contributions to the NRF are baseational offers and
NRF requirements which are hashed out during annual Force Genaranferencet®

During the period of the NRF 5 mission to Pakistan, operations wemdeldaunder
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NATO’s customary policy of costs lying where they fell, meg that states were
responsible for costs incurred by their forces. Once the NoldntAt Council makes the
decision to employ the NRF, member states are supposed to transferity of the

forces to SACEUR, however they are still responsible for asysancurred and for the

administration and supply of their forces.

The development of the NATO Response Force was an evolutionary groces
NRFs 1 and 2 were used as test cases to develop concepts addneoéar the NATO
force NRF 3 demonstrated the capabilities of the response force ptodagng
exercise Destined Glory 2004 and was part of the certificationegsofor the initial
operating capability. During the first six-month rotatioreafhitial operating capability,
the land component command was filled by the NATO Rapid DeployaliesG- Italy,
with the United Kingdom in charge of the maritime forces and thiged States having
the Air Component Command out of Izmir. Italy provided approximately d0%e
personnel for the land forces with the remainder coming from oth&Néountries.
The United Kingdom provided the maritime component headquarters ardnttesl

States provided the air component headquarters out of Izmir, Turkey.

The first real mission of the NRF took place in support of the Sem@ympics
in Greece during 2004, although only select units were deployed. Aam Itzttalion
from NRF 3 was also deployed to Afghanistan in support of the presideleictions in
2004, though the NRF was not formally activated\NRF 4 built on the lessons learned
from NRF 3 and was in the rotation from January to June of 2005. Thedammbnent
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command for NRF 4 was the German Netherlands Corps, with thedUfingdom in
charge of the maritime forces and the United States havingiti@Aponent Command
out of Izmir. NRF 5 took over responsibilities in July 2005. In Saptr 2005, the
North Atlantic Council (NAC) activated NRF 5 to provide airliftpport for aid during
Hurricane Katrina. Some fifteen NRF cargo aircratoinf France, Germany, Greece,
Italy, and the United Kingdom, consolidated contributions in Germany farishipment

to the United State€. Twelve aircraft, coming from Canada, Turkey, and NATO'’s
Airborne Early Warning Fleet, were used to ship these suppliehetoU.S. from
Germany. Ukraine, a member of the Partnership for Peawedahated a large portion
of these cargo planes. In total, all NATO members offeredtasse in addition to 14

additional members of the Euro-Atlantic Partnership Eell.

On October 8, 2005, Pakistan was struck by a devastating earthbaakdled

over 73,000 people and injured even mdreOn October 10, 2005, Pakistan requested
assistance in dealing with the aftermath of the earthquakee néxt day the North
Atlantic Council (NAC) approved the deployment of air assetwitay in relief supplies

and on October 21, 2005, approved the deployment of land elements of the NATO
Response Force. This represented the first operational deploymanthdbnd and air
forces from the NATO Response Force. NRF 5, which was on call dimsigeriod,
consisted of the NATO Rapid Deployable Corps — Spain, the ItM@rtime Forces,

and the Joint Forces Air Component Command (JFACC) under French corfimand.
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If Lepgold’s characterization of humanitarian missions as puiptiods was
correct, the NRF mission to Pakistan should have led to free-risBhgvior and an
exploitation of the great by the small. This tendency should haredeen greater if the
major NATO states were pursuing private benefits in supportigy Humanitarian
operation. Larger NATO countries certainly had more economic and strattgests in
this region. This is especially true for the U.S. since Pakigtas vital, not only to the
“Global War on Terror,” but also to operations being conducted in Afgteanunder the
U.S. Operation Enduring Freedom. While NATO also relied on Pakistani coopemation f
its operations in Afghanistan (International Security Assist&iocee — ISAF), it was not
as reliant as the U.S. Therefore, those nations that benefitechdbe from the
humanitarian operation and had the most ambitious objectives, suchlasttee States,
should have contributed more than other allies. The rational incentviese ride
should have been magnified by the fact that the NRF was not commor fandehat

each NATO member paid for the costs incurred by their individual forces.

Large versus Small

Under NRF 5, NATO deployed some 170 flights in support of the humanitarian
operation in Pakistan from October 2005 until January 3% majority of these came
from large NATO member states, although smaller states provided furatitrgpations in
some cases. For example, the United Kingdom alone contributed 25% of all NR§Hlight
In contrast, the United States provided over 140 airlifts using its own assets ioratidgix
U.S. military ships delivering aitf. The same level of contribution was true for the
deployment of helicopters. NRF 5 had a total of five helicopters deployed in suppat of t

earthquake relief operations in Pakistan, 80% of those coming from one country, German
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and the other from Luxembufg.On its own, the United States provided at least 24
helicopters to relief efforts, though again outside of NRF 5, compared to 40 helicopters
provided by the alliance as a whdté. These results suggest that the U.S. and the other major
powers in NATO provided a disproportionate share of air assets during NA’ERIstan
earthquake relief operation, supporting the hypothesis of an exploitation of theygtteat b
small. However, this may reflect differing military capabibtidan willingness to assume
burdens. Contributions to land forces would provide a better measure for analyzfregany

riding behavior.

The troops required to support earthquake relief efforts were primarily ergyaree
medical personnel. At the time, the U.S. was not on standby to provide either of tietse ass
to NRF 5. However, the U.S. made a significant bi-lateral troop contributitie telief
effort which can be compared to those of NATO (see Figure 5.1). According tsthe f
hypothesis, the troop contributions of the US to the humanitarian mission should be larger
than the other NATO members because they are the largest member of NATO aiseé beca

they have more to gain and lose from such missions.

During the humanitarian mission to Pakistan, the United States provided over 1,000
troops and two large medical teams consisting of over 200 personnéf edtiis
contribution exceeded the total NATO contributions under NRF 5, of 1,000 troops and 200
medical personnel. If this contribution was compared to the combined U.S. and NATO
contribution, the U.S. proportion of troops exceeded its percentage of NATO population at
the time. This finding reinforces the results from the air contributions tlgat $aates will

share greater relative proportion of burdens than small states.
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US Bi-lateral vs NRF 5 contributions
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Figure 5.1: U.S. Troop contributions as % of Combined US/ NRF 5*force

Looking at the contributions from the big four European states gives a different
picture. Within NRF 5, large European states (Italy and the United Kingdomgledovi
about 26% of the engineers and France and the United Kingdom provided about 20% of
the medical personnél. At 25% of the NRF, this contribution was less than the Big 4
proportion of NATO population at the time (see Figure 5.2). Even though these states
were not committed to provide any more forces during this NRF rotation, thisisesott
consistent with the hypothesis that larger states would share a greatetipnogf the
burden. This finding suggests that large states honored their commitments to e NAT
Response Force. The more important question is whether or not the smaller NABO stat

met their commitments to the NATO Response Force during this operation.
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NRF 5 - Relative Contributions
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Figure 5.2: Relative NATO Troop contributions to NRE 5

The contributions of small NATO states represented about 59% of the NRF,
including 74% of the engineers and 80% of the medical personnel. In particular, Spain
contributed 37% of the NRF engineering force, with only 5% of the NATO population,
and the Netherlands contributed 65% of the medical personnel for NRF 5, with less than
2% of the total NATO population. This finding does not support the first hypothesis that
large states will share greater relative proportion of burdens than saedl. stit does
however lend credence to an argument made by Lepgold that side payments wescent
could mitigate the logic of free-ridirfj. Since Spain had the command of the Land
Forces during NRF 5, there was prestige involved with fulfilling its comnmtse
NATO. The leader of the Spanish contingent summed this sentiment up nicely.is“This
the first real operation of the NATO Response Force and Spain is proud to [€ad it.”
Similarly, the Dutch contingent was responsible for leading the NATO liiedgbital and

thus earned the benefits of command with its large contribution to the mission. This
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finding supports the hypothesis that large states will share greatera@iaiportion of

burdens than small states only if considering the United States.

Table 5.1: Initial Findings from NRF troop contributions

Humanitarian

Operations
H1: | Large states will share greater relative Supported for air
proportion of burdens than small states operations and bi-lateral

U.S. troop contributions.
Not supported for troop
contributions to the NRF
mission.

If our results from the previous chapter are consistent, new member states should
have contributed a larger portion of the NRF force than their proportion of the NATO
population (% of NATO force > % of combined NATO population). In comparing the
contribution of the 1999 cohort (the Czech Republic, Hungary, and Poland) to their relative
population size, the 1999 cohort exceeded its fair share of the NRF force. The tota
contribution of the 1999 wave represented 16% of the NRF compared to their percentage of
the NATO population, 6.8% (see Figure 5.2). Together, they represented 17% ofthe NR
engineering force, with Poland providing 14% and the Czech Republi¢ J%te 1999 wave
of new members also comprised 12% of the NRF medical force, with the Czech Republic
alone providing 24 medical personrielOther new members contributed to the mission as
well. For example, the Lithuanians provided one of the four water purificatiors tsmh
with the NRF and Slovenia sent one of the two NRF Civil Military Coordination teams
These results suggest that these new NATO members diccesideduring the NRF 5

mission and contributed more than their fair share to the NATO hurricane redgbdmi
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New versus Old

NRF 5 - New vs Old Contributions
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Figure 5.3: Relative troop contributions of new versus old members to {RF 5

Participation in these missions can also be used to look at theeddé&ebetween
new and old members. If hypothesis two is correct, the contnitsubf new members
should be relatively larger than the contributions of existing NATé&nbers, controlling
for population size (# troops new members > (# troops old members)test ohis
hypothesis, contributions of the 1999 wave are compared with those afigeNKTO
members (controlling for size). Total contributions by the @zRepublic (CZ) and
Hungary (HU) to the NATO mission exceeded their percentage ofONpdpulation as
well as the contributions of comparable NATO states: Belgiii) @nd Portugal (PO).
If new members were free-riding, neither of these findings woeldrue. The total
contributions by the largest new member, Poland (PL), also excésdeglcentage of

NATO population though they did not exceed the contributions made by &Rjrto
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the NRF mission. As discussed earlier, Spain’s contribution arasnensurate with its

level of command which was at a higher level than that of the Poles.

NRF 5 - New vs Old Contributions
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Figure 5.4: Relative troop contributions of Poland versus Spain to’RIRF 5

This case study yields mixed results. The first hypotheass supported under
two conditions. If bi-lateral U.S. troop contributions are comparedh& ttoop
contributions from NRF 5, then the U.S. did share a greater relatbpention of burden
than other NATO states. This is not surprising given the privanefits of this aid to
U.S. interests in the region. The first hypothesis is also suppatien looking at air
contributions to the hurricane relief efforts. Since these lstages had an advantage in
air capability, it is again not surprising that they contribubex$¢ assets at a higher level
than smaller NATO states. However, the first hypothesmwisupported for small state
troop contributions to the NRF mission. The contributions of small @Afates to NRF

5 exceeded their proportion of the combined NATO population.
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The results are mixed for the second and third hypotheses. Hypothesis two is
supported for the Czech Republic in comparison with Belgium and Portugal. Hypothesis
three is supported for Spain, as leader of NRF 5, in comparison with Poland. In general,
the findings suggest that both small states and new member states attenfyife
their obligations to NATO, even during a humanitarian mission in a distant country.
There is an important caveat to these findings. Since member nations coroesttd
the NRF in advance, too much cannot be read into these results. Since commitments to
the NRF are established on a rotational basis, it is not possible to generdiizéitigs
from NRF 5 to other NRFs. However, as the only NRF to actively deploy ground forces
to date, NRF 5 does shed some light on the burden-sharing issue. Not only did small
states and new members commit significant troops to NRF 5, they also fblloreegh
with this commitment when the NRF was deployed at great costs to their individual

countries. Table 5.2 summarizes the results of this case study.

Table 5.2: Findings from NRF case study.

Humanitarian Operations

H1: Large states will share greater relative Supported for air operations
proportion of burdens than small states and bi-lateral U.S. troop
contributions.

Not supported for troop
contributions to the NRF

mission.
H2: New members will share greater relative Supported for Czech
proportion of burdens than old members Republic
H3: Old members will share greater relative Supported for Spain as
proportion of burdens than new members leader of NRF 5
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Peacekeeping Missions: Bosnia

Peacekeeping became an official NATO mission after the Oslo Sumaube
1992 * Unlike humanitarian and deterrence missions, peacekeeping and peace
enforcement operations are potentially even more detrimental to alliartEnksivaring
since they were both non-excludable and rival. Lepgold makes one key distinction
between these types of missions; peacekeeping missions are “designactwethe
political incentives of the actors in a conflié® Because the benefits are non-excludable
both inside and outside the alliance, the logic of collective action would suggest that
these missions would lead to greater levels of free-riding. If members do ndtuent
fully or bear proportional risk, they still receive the benefit of the ensiweage
Peacekeeping missions are also rival in that the forces committed to e
necessarily not available for other alliance missions. Lepgold asshatehe actors
have the same objectives or interests in the mission. When interests or logrefjs,
these missions tend to more closely resemble joint products, having both public and

private benefits.

When peace operations are both non-excludable and rival, this is the worst of both
worlds. In this case, states have incentives to under supply the forces while thd dema
for these types of missions increases. Lepgold notes that since peatertspara
“politically and legally discretionary™ they are also more prone to free-riding behavior.
For example, it is difficult to mobilize political will and resources to deferupleein a

far away land, especially when during an economic crisis when theredatargr
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competition for resources. As mentioned in Chapter 2, even if alliance members reach
consensus on conducting a peacekeeping mission, individual domestic incentives can

often encourage free-riding in the execution of that mission.

The first peacekeeping mission examined is NATO'’s intervention into Bosnia. Thi
was NATO'’s first major peacekeeping operation and took the alliance outsluetefritory
of member states. It is also significant because it occurred prior to NAla@ement.
Therefore this mission can serve as a baseline for comparing new raeimsden-sharing
before and post-enlargement. European states first attempted to deal witlnetiensin
Bosnia through the auspices of the United Nations from 1992 through 1993. During this
early phase, the United States was against U.S. involvement in the Balkans anériredact
it as a European problem, suggesting a private oddhe location of the crisis in the
Balkans was especially threatening to European states and neighboringesasuth as
Italy and Greece in particular. Because of its recent U.S. experience ih&dneal.S. was
especially hesitant to commit forces, especially ground forces, to theseff@osnia.

However given the failure of European efforts, the U.S. eventually decided to m&erve

In a juxtaposition of the burden-sharing argument in Afghanistan after 2003, it was
the European nations that complained about the U.S. unwillingness to equally shaks the ris
involved in the peacekeeping efforts during Bosnia. Playing to its strategiparainie
advantage in airpower and considering its unwillingness to accept potentigblsualties,
the Clinton administration recommended a two pronged U.S. approach: lifting the arms
embargo on the Bosnian Muslims and using precision bombing to punish Serbian forces.
The U.S. did not immediately commit to providing land forces to augment thecallia

efforts. “European allies complained that the plan would endanger their troopghvehil
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United States watched from a safe distance. As a result, many all@dl®8aid, NATO

should do everything to avoid a situation where European and United States officials do not
face comparable risks on the groutid Thus while NATO encourages a division of labor, it
also encourages all members to bear the political risks, especially taosmtel with troop

deployments.

Large versus Small

That said, the U.S. heavily supported NATQO’s first major air operation in tha@dos
crisis, Operation Deny Flight. Operation Deny Flight began in April 1993 and lasti
December 1995. It was approved by the North Atlantic Council (NAC) on April 8, 1993 and
its purpose was to enforce the no fly zone established by the United Nations unddR UNSC
816, provide close air support to UN troops, and to conduct limited air strikes. The forces of
14 NATO countries were deployed in support of Operation Deny Flight, with ongnitel
and Luxemburg not participating. However, the U.S. provided the majority of planes, 43%,
and most of the precision strike capabifitylf the other four major powers in NATO are
included, the United Kingdom (UK), France (FR), Germany (GE), and If)ytfiese larger

states provided over 84% of the aircréft.

The same is true of the subsequent air campaign, Operation Deliberate Force,
conducted in response to the shelling of Sarajevo by Bosnian Serbs on August 28, 1995.
Deliberate Force lasted from August 29, 1995 to September 14, 1995 and was intended to
compel the Serbian forces to comply with UN resolutions. In total, the forces of 1@ NAT
countries were deployed in support of Operation Deliberate Force. Theierseptre
Iceland (with no military force), Greece, Luxemburg, and Portugal. This hiaveever, the

U.S. provided almost 66% of the sorties flown in support of Operation Deliberate*Force.
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This included the use of sophisticated Tomahawk missiles that other allies did sesg3ds
During this operation, the other major powers in NATO (UK, FR, GE, and IT) provided over
86% of the aircraft’ These results suggest that the U.S. and the other major powers in
NATO did bear a disproportionate share of the military burdens during OperBgeorys

Flight and Deliberate Force, suggesting the exploitation of the greag lsyrhll. However,

this may result more from differing military capabilities thanck laf willingness to assume
burdens. These five nations combined account for over 81% of NATO’s totaf GDP.
Therefore, they would be expected to provide a greater proportion of the expensive and
technologically advanced air support required for these operations. This topioiedxpl

greater detail in Chapter 6: capability versus willingness to burden share.

Table 5.3: Initial Findings from SFOR air contributions

Operation Deny Flight
& Deliberate Force

H1: | Large states will share greater relative Supported, for
proportion of burdens than small states contributions to air
operations

There is a significant difference between the commitment of air power and the
commitment of ground troops. Up to this point, most of the land forces in the Bosnia
area of operation were European. As mentioned in Chapter 2, the political risk of land
contributions is significantly higher than that of air and naval forces. Théepbtisk is
exacerbated when the mission does not pose a direct threat to the security of the
intervening states. This argument was prevalent in the discussions concernitigdp.S
contributions to Bosnia. Many states were upset that the United States, adeheflea

the alliance, was initially unwilling to put its own troops on the ground. "It is not burden-
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sharing to say, 'You guys go out and take the risk of getting killed, and if there are
problems we will provide air support.' Putting American forces at risk is fualiaito
assuring that there is a political commitment from Washington. Amergedroh the

ground [are] vital* Therefore, this project focuses on the land contributions to the two
NATO missions in Bosnia: Implementation Force (IFOR) and Stabizdtorce

(SFOR).

IFOR and SFOR were the two NATO missions that were approved by the NAC to
enforce the Dayton Peace Accords and entailed placing NATO forces in Bosnia-
Herzegovina. The United Nations Security Council Resolution (UNSCR) 1031 gave
NATO a one-year mandate to enforce the Dayton Peace Accords through the
Implementation Force (IFOR). IFOR’s mission began on December 20, 1995. After the
first set of Bosnian elections, NATO approved a follow-on force to take the gdlace o
IFOR. The Stabilization Force (SFOR) was activated on 20 December 1996 and was
authorized by the UN under UNSCR 1088While containing only half of the forces
that were in IFOR, SFOR represented a sustained commitment to the peagkeepi
mission in Bosnia. In both IFOR and SFOR, every NATO nation with a nationalrgnilita
contributed to the mission. This largely successfully mission was passechen to t

European Union in 2004.
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SFOR - Burden Sharing
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Figure 5.5: Relative U.S. troop contributions to SEOR

According to the first hypothesis, the troop contributions of the US and the Big 4
European states to SFOR should have been larger than the other NATO members because
they had more to gain and lose from these missions. In looking at the contributveesrbet
1995 and 2004, the contributions of the largest members of NATO only met or exceeded
their proportion of NATO population 50% of the time. According to the fourth hypothesis,
the level of free-riding should also increase after NATO enlargemeritis Mvere the case,
the relative contribution of the U.S. and the Big 4 Europ¢amO members should have
increased after NATO enlargement in 1999. However, these states actuadiiytappe
shoulder less than their fair share of the burdens after enlargement in 1999 than befor
NATO expanded (Figure 5.5). These results do not support either the first or fourth
hypotheses. These results could suggest either that smaller stae®iveee-riding, or that
the results were skewed due to free-riding behavior by either the U.S.athéndour major

powers within NATO.
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SFOR - Big 4 Burden Sharing
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Figure 5.6: Relative Big 4 European States’ troop contributions to $FOR

In Figure 5.6, only the contributions of the Big 4 Europe&TO states are
analyzed. In looking at their contributions between 1995 and 2004, the contributions of the
largest members of NATO (excluding the U.S.) exceeded their proportion of NATO
population throughout the operation. This is in stark contrast to the results including the
United States. While the contribution of the Big 4 peaked in 1999 (coinciding with the first
wave of NATO expansion), it never dropped below their proportion of the NATO
population. These states appear to shoulder their fair share of the burdens botinloefore
after enlargement in 1999. These results do not support either the first or fourth $gpothe
These results could indicate that either the U.S. was free-riding, or thaiShkevel of
support fell due to increasing operational tempo. For example, declining contribdigons a

2001 could reflect the competing demands from the pursuit of the “Global War on Terror.”
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SFOR - Smaller NATO nations' Burden
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Figure 5.7: Relative small state troop contributions to SEOR

Analysis of the smaller NATO states also supports these fiading he
contributions of smaller NATO states between 1995 and 2004 met ordexcé®eir
proportion of NATO population 70% of the time. Even more compelling, tfeefirst
phase of NATO enlargement in 1999, smaller NATO states consystestl their fair
share burdens of the SFOR mission (Figure 5.7). The contributioreesd smaller
NATO states also continually increased as a percentage o6tHieNATO force after
NATO enlargement. Therefore, the first and fourth hypothesesi@ supported (see
Table 5.4). These findings are surprising; according to the lafgaollective action

enlargement should have led to greater free-riding, especially by thersstetis.
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Impact of NATO expansion

Troop contributions of NATO members before and after enlargemen® dgh
also be examined. If NATO expansion did increase free-ridingvimhéH4), the
contributions of small countries should decrease relative to theemage of population
after NATO enlargement. Rather, the contribution of small NABOntries increases in
almost every year following NATO expansion in 1999 (see Figure St7Ayould also
follow that the combined, relative contributions of the U.S. and Big 4 Eunodéd O
countries would increase after enlargement. However, the combined, retatixibution
of the U.S. and Big 4 NATO countries decreases in almost evanyfgkowing NATO
expansion in 1999 (see Figure 5.5). These findings suggest that NATO expansion did not

lead to greater free-riding behavior in the alliance (see Table 5.4).

Table 5.4: Initial Findings from SFOR case study

Troop Contributions

H1: | Large states will share greater relative Not Supported for thg
proportion of burdens than small states U.S.; supported for thg
Big 4 European NAT(
states till 2001

= (DD

H4: | Free-riding behavior should increase with Not Supported
NATO enlargement

Did new membersfree rideafter gaining NATO membership?

While NATO's intervention into Bosnia (SFOR) started prior tofitst wave of
enlargement in 1999, this project is only concerned with contributions ratiee

membership was attained in 1999. Prior to this period, states froh®8®ewave were
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members of the Partnership for Peace Program (PfP). @&se tistates vied for
membership in NATO, it would be natural for them to try to demotestheeir credibility
and their potential contributions to the alliance. Therefore, one woyéce strong
contributions prior to membership. However, once these states benambers in
1999, these states might be temptedfree ride. Therefore, only new member
participation from 1999 onward is analyzed. Only contributions made througha?®04

included as NATO turned over the mission to the European Union in 2005.

SFOR - New Members' Contribution
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Figure 5.8: Relative new member troop contributions to SEOR

In their first year of NATO membership, participation in SFOR was at
approximately the same level, 4% of the NATO force, as in 1998 when these countries
were not yet members of NATO. Therefore, there was no precipitous drop after
membership. However, during the six years following accession to NATO, the 1999

wave'’s troop contributions to SFOR never exceeded their percentage of NATO
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population. The contributions of the 1999 wave to SFOR averaged 3.9% of the total
NATO force throughout the post-membership period. This average level of contribution
is well below their percentage of the total NATO population (7%) but is approxynadte
the same level as when these countries entered NATO. This indicates thatewhil
members did not necessarily provide their fair share of the burdens (as defilednea

the chapter), the new members did ineé rideat a greater rate after membership (H2a).
In order to test the competing second and third hypotheses, it is necessary to tioenpare
contributions of new members with those of existing NATO members of comparable

size.

New versus Old

Figure 5.9 compares the troop contributions of the 1999 wave with comparable,
existing NATO members (controlling for size). From 1999 to 2001, the Czech Republic
and Hungary provided troops at a comparable level to Belgium and Portugal. However,
the commitment level of both new members dropped in 2002, three years after
membership. On average over the period, the Czech Republic and Hungary provided
1.0% of the NATO force while each comprised approximately 1.3% of the NATO
population. This commitment was relatively less than the two existing NATCberem
of similar size. On average, Belgium and Portugal provided 1.6% of the NATO force
while each comprised approximately 1.3% of the NATO population. This suggests that

old members might share greater relative proportion of burdens than new mefftiers
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finding is primarily due to the drop in new member commitments after 2001. From 1999

to 2001, these new members contributed their fair share to the NATO mission.

SFOR New vs Old Members
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Figure 5.9: New vs. Old member troop contributions to SEOR

The picture is different when comparing the largest state in the 1999 wavenwith a
existing, NATO member (controlling for size). Poland consistently conétblgiss to
the SFOR mission than Spain, despite the fact that these two nations had a comparable
population size. On average, Poland provided 1.9% of the NATO force while comprising
4.4% to 5% of the combined NATO population. This commitment was significantly less
than their fair share (as defined earlier) and less than the contributiopainf ®©n
average, Spain provided 6.5% of the NATO force while comprising 4.8% to 5% of the
combined NATO population. This finding is consistent with the above and supports the
third hypothesis that old members will share greater relative proportiondsrisuthan

new members. However it could be that troop commitments to SFOR were c@ukstrai
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by concurrent commitments to the other NATO missions, such as Kosovo. If
commitments to Kosovo were to blame for this drop in contributions to SFOR, there
should be increased commitments from the 1999 wave to the KFOR mission in 2002.
After summarizing the findings to this point, this chapter examines theveela

contributions of the 1999 wave to the NATO mission in Kosovo.
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Figure 5.10: Poland vs. Spain troop contributions to SEOR

The examination of NATO member contributions to the SFOR missions i
Bosnia yielded the following findings (see Table 5.5). The redoltsthe first
hypothesis are mixed. If only considering air contributions andBige4 European
NATO states until 2001, then it appears that large states shagedater relative
proportion of burdens than small states. However, this finding isupgosted when
looking at troop contributions, especially after 2001. In fact, the UrStates (the

largest and most powerful member of the alliance) could be coedidefree-rider if
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only looking at troops on the ground. In this mission, it appearshbadtnited States
bore the greatest burden in those areas where it had the advantaigeary capabilities
and were it had the political willingness to use those capasilitidir capabilities are
dependent upon both technical knowledge and economic strength. There$ormtit
surprising that the U.S. has an advantage here. The use of airipaiso less hindered

by domestic political constraints, than the use of ground forces.

Table 5.5: Findings from SFOR

Contributions to SFOR

H1: | Large states will share greater relative Supported for Air and
proportion of burdens than small states for Big 4 European NAT(
states till 2001; Not
supported for U.S. troop
contributions

A4

H2: | New members will share greater relative Not Supported
proportion of burdens than old members

H2a: | New member burden-sharing declines after | Supported for Poland and

accession into NATO. only after 2001 for CZ &
HUN
H3: | Old members will share greater relative Supported after 2001

proportion of burdens than new members

H4: | Free-riding behavior should increase with Not Supported
NATO enlargement

The findings also support the third hypothesis that old membershaite greater
relative proportion of burdens than new members. On average, the aantrddutions
by older NATO members exceeded those of new members of eqeal $izey also
partially support the corollary hypothesis that new member btsidanng would decline
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after accession into NATO. However, there was also a daalioentributions of older
members during this period. The corollary hypothesis is challeraged when this
project examines alternative explanations. One plausiblaregpdn for the lower troop
contributions from the new member states is the lack of interdojpgrand low military
readiness of these former Warsaw Pact forces. Most new meetered the alliance
with outdated Soviet equipment, Warsaw Pact operating procedurdsnaad English
skills. If capability is in fact the reason new membagsih troop contributions, versus
the desire tdfree ride, this gap should close over time as new member capabilities
increase. Another possible explanation is that these forces shéted to support
another NATO mission. Finally, the findings do not support the hypotliesisfree-
riding behavior should increase with NATO enlargement. If anythihg relative

contribution of smaller states increased after enlargement.

Peacekeeping Missions: Kosovo

The next case study examines NATO’s intervention into Kosovo. Ts®ud
Force (KFOR) mission presented more problems for the allidgrace SFOR, because it
was conducted without a UN resolution. Many European countrieghiglta UN
resolution was necessary to legitimize the use of force. W@sealso greater domestic
political opposition to the NATO mission in Kosovo. KFOR also took piadke same
year that three new members were added to NATO. Given theastigproblems, this
should have led to greater free-riding behavior. This makes KF@#da test case for
the corollary hypothesis that new member burden-sharing woulthéeadtier accession
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into NATO, ceteris paribus. If however the second hypothesis holesnew members
should increase their troop contributions in order to demonstrate tleglibidty to

NATO.

Large versus Small

As with Operations Deny Flight and Deliberate Force, the U.S. heavily sadport
NATO'’s air operations during the Kosovo crisis, Operation Allied Force. itksair
operations in Bosnia, the U.S. provided the bulk of sophisticated military capabilitiess
“stealth capabilities, precision-guided munitions, and sophisticated commaomscat
equipment.® The U.S. also provided the majority of the aircraft flown in support of
Operation Allied Force, 63%. With only 48% of NATO’s GDP, this level of contiobuby
the U.S. supports the hypothesis that large states will share greateerelati

proportion of burdens than small states.

Table 5.6: Initial Findings from KFOR air contributions

Operation Allied Force
H1: Large states will share greater relative Supported, for
proportion of burdens than small states contributions to air
operations.

Like the NATO mission in Bosnia, the US and the Big 4 European states did not
provide a relatively larger portion of the ground forces in KFOR. On average |déinge
states met but did not exceed their fair share of NATO forces (Figure 5.11)eeBe2@03
and 2004, the largest members of NATO did not even contribute their fair share. This
finding contradicts the expectations of the first hypothesis that the troopbciatns of the
U.S. and the Big 4 European states to KFOR should be larger than the other NATO members
because they have more to gain and lose from such missions. Nor do these results support
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the hypothesis that the level of free-riding should increase after NAT@gentent in 1999.
However, as mentioned, there appeared to be an equalization of burdens after the second
wave of NATO enlargement. As with the Bosnian case, these results couldt $hgptse

U.S. was actually free-riding within NATO.
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Figure 5.11: Relative U.S. & Big 4 European States’ troop contributions to®KFOR

In order to check whether these results were due to U.S. or European fregthieling
contributions of the Big 4 European NATO states are analyzed separatelse(bi12). In
looking at their contributions between 1999 and 2008, the contributions of the four largest
members of NATO (less the U.S.) significantly exceeded their proportiNA®O
population throughout the operation. These large states appeared to have shouidered the
fair share of the burdens after both waves of enlargement in 1999 and 2004. These result
suggest that the U.S. might have been free-riding. It could also be that Europdagrsne

were pursuing private beneffs.Certainly, the crisis in the Balkans had potentially greater
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externalities for European countries (such as migration, refugees poraes-spillover of

the conflict, and internal ethnic unrest) than it did for the United States. efnstat by the
German Secretary of Defense during this timeframe exemplified the Bnrepatiment.

“We want to do everything in our power to keep corpses from piling up in the Balkans and to

ensure that there isn't a new stream of refugees into Eutope."

KFOR - Big 4 Burden Sharing
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Figure 5.12: Relative Big 4 troop contributions to KFOR

As with the Bosnian operation, the U.S. was reluctant to use ground forces in the
Balkans. Even as late as April, 1999 the U.S. Secretary of Defense prohibited B/ BA
General Wesley Clark, from discussing a ground option at a NATO summit. égcret
Cohen’s instructions to Clark were, “...nothing about ground forces. We have to make this
air campaign work> During this same timeframe, the author was working with the ad hoc
planning team developing potential ground options in Kosovo at SHAPE Headquarters in

Mons, Belgium. The sentiment in the team wasn't that the U.S. did not want to win or to do
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its fair share; rather, it was believed that the domestic political opintomadisupport a

heavy U.S. ground commitment. Even after the successful NATO intervention irded<os

the New York Times highlighted the reluctance to commit U.S. ground forces into the

Balkans in 2000. “.The American contingent has shrunk, and the Europeans are bearing

most of the burden. The United States peacekeeping force in Bosnia and Kosovo totals

11,400 troops...less than one-fifth of the 65,000-member NATO peacekeeping force in the

region.”°
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Figure 5.13: Relative small state troop contributions to KEOR

Analysis of the contributions of smaller NATO states suggéstisthere was not

an exploitation of the great by the small. On average, theesnNaNTO states provided

their fair share of the troops during the KFOR mission, 32%, whicttlgx@rresponds

to their proportion of the NATO combined population, 32%. While the contoisibf

smaller NATO states decreased after the first waveerdédrgement in 1999, they
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increased significantly in 2003 when the U.S. began to pull its troopsugport
Operation Iragi Freedom. These results reflect the dynaniicenaf burden-sharing
within the alliance, where other states often have to compensatth€odomestic
constraints of their allies and where allies tend to contributording to their
capabilities. For example, during operations in Kosovo, Greece was umease
domestic pressure and its contributions were constrained by negatdie opinion
during the campaign. While it did not participate in NATO airks8] Greece did
provide significant logistical support and facilitated the onward ennt of NATO

forces into Kosovo.

Impact of NATO expansion

If NATO expansion did increase free-riding behavior (H4), themeuld be
decreased contributions of small countries relative to their pagef population after
NATO enlargement. In KFOR, the contribution of small NATO coustimereased in
almost every year following NATO expansion in 1999 (see Figure .5.1r8)addition,
while these contributions decline after 2004, they remain approxinatdig same level
as their percentage of NATO population. If the fourth hypothesisn®ct, that free-
riding behavior would increase after NATO enlargement, then the oechbrelative
contributions of the U.S. and Big 4 NATO countries should also incredee
enlargement. As in SFOR, the combined, relative contribution of thedd&Big 4
NATO countries decreases in almost every year following N&X@ansion in 1999 (see

Figure 5.12). While the proportional contribution of the U.S. and Big 4 ®l&duntries
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increased after 2004, this is largely due to the reduction of dte¢ torce from
approximately 20,000 to 18,000. In fact, none of these countries increaseciudle a
number of troops committed after 2004. These findings suggest tHED Apansion
did not lead to greater free-riding behavior in the alliance. nguboth NATO
operations in Bosnia and Kosovo the Big 4 European countries and the dx#allér
states, on average, provided their share of troops to both of thegenmi3hese results

suggest that the first and fourth hypotheses were not supported.

Table 5.7: Initial Findings from KFOR case study

Troop Contributions

H1: | Large states will share greater relative Not Supported for the
proportion of burdens than small states U.S.; supported for the
Big 4 NATO
H4: | Free-riding behavior should increase with Not Supported

NATO enlargement

Decline of burden-sharing after accession

NATO'’s intervention into Kosovo began during the first year of NATO
enlargement, 1999. In their first year of NATO membership, newbeeparticipation
in KFOR comprised approximately 3.6% of the NATO force, simita4% level of
contribution to SFOR in that year. There was no precipitous atep membership; in

fact relative contributions increased steadily beginning in 2002 anchemg through
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the next wave of NATO expansion in 2004. This indicates that themmesmbers did not

free rideat a greater rate after membership (H2a).
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Figure 5.14: Relative new member troop contributions to KEOR

It was only following the second wave of NATO enlargement in 20@4 the
1999 wave’s relative contributions to KFOR exceeded their percerdagdeATO
population. In 2005 and 2006, their contributions to KFOR averaged 7.3% aftahe t
NATO force while their percentage of NATO population had declined to .6.8%is
level of contribution represented an increase over the contributions tm&FEOR and
supports the argument that as capabilities of these new membezased, so did new
member contributions to NATO missions. Not only did capabilities avgrafter
enlargement, but also the desire to demonstrate credibility tllituece continued even
after the new members entered NATO. A statement made in 20(Hubgary’'s

Ambassador, Andras Simonyi, supports this conjecture that the nembenestates
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wanted to demonstrate their credibility to the alliance durhrey KFOR operations.
“Hungary was also a brand new member that had to prove itseif.w8 also had to
prove that enlargement was not a mistake, and that Hungary togethdPoland and

Czech Republic will not weaken the solidarity and cohesion of the Allidfice.”

New versus Old

It is now necessary to examine the hypotheses about the contributions of
individual new versus old members during KFOR. The results are similar when
comparing dyads based on size (see Figure 5.15). While the Czech Republic and
Hungary were consistently below the level of Belgium, their involvement actual
increased over time after NATO membership in 1999 and surpassed the combined
contribution of both Belgium and Portugal in 2006 (Figure 5.15). On average, the Czech
Republic and Hungary provided 1.43% of the NATO force while each comprising 1.3%
of the NATO population. This commitment was relatively less than the twangxist
NATO members, Belgium and Portugal, but represented a fair share of the fFdACEO
On average, Belgium and Portugal provided 1.92% of the NATO force while each
comprising 1.2 to 1.3% of the NATO population. This finding suggests that old
members shared a greater relative proportion of burden during KFOR than néverse
even though the new members’ percentage of the NATO force increased in arery ye
after 2001 and surpassed that of Belgium and Portugal from 2006 to 2008. These

findings suggest that new member contributions increased as militaryldgpabi
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increased and domestic constraints waned.

KFOR New vs Old NATO
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Figure 5.15: New vs. Old member troop contributions to KFOR

Initially Hungary and the Czech Republic faced significant domestic poblitica
opposition to military action in Kosovo. Karel Kovanda, former head of the Czech
delegation to NATO, explained some of the challenges faced by new NATO msembe
"The Kosovo campaign started twelve days after we became members tatioe @nd
| think the manner in which NATO makes its decisions took our politicians in Prague
somewhat by surprise. And so, in the first days of the Kosovo campaign, our leadership
found itself in two difficulties. One was the unfamiliarity with the decisiweking
process and the other difficulty was public opinion, which was reflected in the view of
some of our politicians: public opinion, which for a variety of reasons, was staunchly

against the bombing and in favor of Belgrade even if it was the Belgrade of a

Milosevic."®®
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Figure 5.16: Poland vs. Spain troop contributions to KEFOR

The comparison between the two countries in the larger dyad is also of interest.
Poland consistently contributed less to the SFOR mission than Spain, despite tred fact t
these two nations were comparable in population size. On average, Poland provided
2.3% of the NATO force while comprising more than 4.4% of the NATO population.
This commitment was also relatively less than the existing NATO mei@pain. On
average, Spain provided 3.9% of the NATO force while comprising 4.8% to 5% of the
NATO population. It is interesting to note that Spain’s contribution to KFOR spiked in
2001, after President Aznar was re-elected in 2000 with a majority government and
began a gradual decline under the Zapatero regime. This suggests thahalthoug
partisanship of the parties did not impact burden-sharing in the regression models in

Chapter 3 and 4, different policy preferences of a new administration might.

These findings provide some support for the third hypothesis that old members

share a greater relative proportion of burdens than new members. On averagajdhe a
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contributions by older NATO members exceeded those of new members of equal size.
For example, Spain’s contributions again exceeded those of Poland. AlsanBelgi
provided more troops than both the Czech Republic and Hungary through 2006.
However, the Czech Republic contributed more troops than Portugal after 2001 and more
than Belgium after 2006. In addition, Hungary’s contributions equaled or exceeded those
of Portugal throughout KFOR. The findings also refute the alternative explanatmon f

the Bosnia case study which suggested that declining contributions to SFOR were
attributable to a shift in forces from SFOR to KFOR. Only the Czech Repubkased

it ground forces in KFOR in 2002, by 225 soldiers. Even in this case, the increased
commitment to KFOR did not compensate for the reduction of their commitment to

SFOR (from 490 to 0) in 2002. Troop levels for both Hungary and Poland remained
relatively stable from 2001 to 2005. Thereafter, Hungary increased its commitment

KFOR while Poland decreased its commitment.

The examination of NATO member contributions to the KFOR mission in
Kosovo vyielded the following findings (see Table 5.8).  The resultstHer first
hypothesis are mixed. If only considering air contributions thapjtears that large
states shared a greater relative proportion of the burden than stetef. The troop
contributions of the Big 4 NATO states also support this findingappiears that the
difference in air power contributions is more a matter of cé#ipabi rather than
willingness to bear burdens. Capabilities are influenced not onlyetiynical and
economic strength, but also considering domestic political constrairtigs finding is
not supported when looking at U.S. troop contributions. In fact, the tamgedsmost
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powerful member of the alliance could be considered a free-rider if onlynlpakitroops
committed. However, given the level of U.S. contributions to theaampaign this more

accurately suggests a division of labor in NATO.

Table 5.8: Findings from KFOR case study

Contributions to KFOR

H1: | Large states will share greater relative Supported for Air and for
proportion of burdens than small states Big 4 European NATO
states troops; Not
supported for the U.S.
troop contributions

H2: | New members will share greater relative Not Supported
proportion of burdens than old members

New member burden-sharing declines after | Not Supported, except for
H2a: | accession into NATO. Poland

H3: | Old members will share greater relative Supported using average
proportion of burdens than new members | annual contributions

H4: | Free-riding behavior should increase with Not Supported
NATO enlargement

The findings also provide some support to the third hypothesis thahainbers
will share greater relative proportion of burdens than new memlbyats the findings do
not support the corollary hypothesis that new member burden-shasulg decline after
accession into NATO, except for Poland. On the contrary, contiiisifrom both the
Czech Republic and Hungary increased after attaining NATO nrshipe Finally, the

findings do not support the hypothesis that free-riding behavior shouldasemwith
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enlargement. On average, the relative contribution of smabg¢essincreased after

enlargement.

Peacekeeping Missions: Afghanistan

The NATO mission in Afghanistan represents an ideal casefréar-riding
behavior to occur. First, the International Security Assistéiocee (ISAF) is NATO's
first peacekeeping mission outside of Europe. Second, while thencgg®n consists of
stability and reconstruction, NATO forces are also more & iegolved in combat
operations depending upon the location of the forces and the caweatsed by their
governments. These two factors place significant strains on NA€Ghesion and
ability to field sufficient forces to accomplish the missiom this regard, it should be
difficult for NATO to overcome the rational incentivesftee rideduring ISAF. If free-
riding were ever to occur, it should occur when the domestic poltists are high (due
to potential casualties and lack of public support) and the potentiafitseare hard to
articulate (due to the distance from both Europe and North Amenitdaak of clear

connection to national interests).

The U.S.—led mission that deposed the Taliban government in Afghamsatg
called Operation Enduring Freedom (OEF). OEF was launchiéxt iaftermath of the
attack by Al Qaeda on the United States on September 11, 2001. BegmQutpber
2001, this operation was a largely U.S. operation with limited participaf coalition
partners. OEF, in addition to its stabilization and reconstructiesiom, has always had
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a combat component to conduct counter-insurgency operations against the @aatiba
remnants of Al Qaeda. While NATO nations participated in these missionsyw@dRot
a NATO operation. The commitment of forces to the NATO rors&n Afghanistan in
2003 certainly supported U.S. objectives under OEF. Therefore, the sulisHade
mission in Afghanistan could be considered a joint product having both pubkditee
for NATO and private benefits for the United States. If thesemtrue, then the U.S.

would be expected to bear a larger proportion of the burdens in ISAF.

The International Security Assistance Force (ISAF) missioAfghanistan was
created under UN Security Council Resolutions 1386, 1413, and 1444. It alasshet
in the aftermath of the invasion as a parallel mission to thgoorg U.S. mission, OEF.
While ISAF was initially led by successive NATO nationshe tUnited Kingdom,
Turkey, and Germany/Netherlands — the NATO alliance did not &d@onsibility for
the mission until August 20037 Once NATO took command of ISAF it began to
gradually expand its role in Afghanistan. During Stage One of ISAF, N6 control
in the northern part of Afghanistan with predominantly French and Gefonees. The
purpose of this mission was largely to provide security to the government irpttee ch
Kabul®® The mission later expanded with the deployment of provisional regotishs
teams (PRTs). These civil military teams were desigodtelp extend governance and
reconstruction efforts. In Stage Two, NATO expanded into westeghafsistan under
UN SCR 1623, with Italy and Spain providing the bulk of the forces. Botimesxfe

sectors were largely peaceful when NATO assumed control. sTdge lasted from May
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2005 until July 2006%°  During this stage, the alliance members were largely in

agreement as to the nature of the mission and the strategy to be employed by ISAF.

Starting in July 2006, Stage Three brought the deployment of N#d@ps to
southern Afghanistan, an area with significant Taliban activity the focal point for
OEF operations. U.S., British, Canadian and Dutch forces represt@eldrgest
contingent of the NATO force in southern Afghanistan. The beginrir®tage Three
heralded a divergence of views within the alliance. While thesalgreed on the
mission, they disagreed on the strategy to accomplish that missidtany NATO
nations imposed caveats on where and when their forces could be usede The
restrictions not only hampered military effectiveness, but assed considerable strain
within the alliance. In September 2006, the NATO mission in Afghemistas extended
for one year by UN Security Council resolution 1707. Finally in Steger, NATO
assumed control over the entire country in October 2006. In SeptemberZONATO
mission in Afghanistan was again extended for one year by UNri8ecouncil
resolution (UNSCR) 1778° This mandate was extended again in September 2008 with
UNSCR 1833". Over the past few years, the level of violence has increased

considerably in Afghanistan. Itis in this context that the ISAF missioraisiered.

Large versus Small

In ISAF, the U.S. and the largest NATO nations consistently provided a rglative
greater portion of the ground forces, especially after the mission wagetrad to NATO in

2003 (Figure 5.17). Unlike either SFOR or KFOR, the Big 4 European NATO states
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consistently provided a smaller proportion of the NATO force relative to their piapof

the NATO population. There are several different rationales for this oatcéirst, perhaps
these states were attemptingree rideon the United States. This explanation is certainly in
line with the logic of collective action. Second, it could be argued that Européamsnat
were still disenchanted with U.S. leadership in the aftermath of the Iraqn\2803. A

2003 survey indicated that the Iraq war had “undermined America’s standing with
Europeans® In addition, many allies felt slighted by the United States’ eadfeisal to
assign a larger role to NATO nations during the opening phase of the cortttict wi

Afghanistan. Thus, this level of participation could be seen as a backlash for U.S.

unilateralism.
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Figure 5.17: Relative U.S. troop contributions to ISAF

A more persuasive argument is that the U.S. was pursuing private benefits during

ISAF and that this accounts for the relatively smaller contributions of non-U.BON#lies.
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However, separating public from private benefits is a difficult proposition. @feation
that a country is pursuing a private benefit is when the expected benefits haweet éirdir

to self-interests and thus their high impact on individual stdfe€&rtainly, a case could be
made that ISAF had a clearer link to U.S. interests in the wake of the SepfafhBen1
attacks than to NATO interests in general. Obviously, the impact of a resAtg@aeda

within Afghanistan would have a greater impact on U.S. security and interalgprestige.
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Figure 5.18: Relative Big 4 European States’ troop contributions to’FSAF

Another indication that the U.S. was pursuing distinct private bensfithat
NATO and the U.S. differed in the strategies employed duringniksion. The U.S.
viewed ISAF as a supporting operation to its more combat orieniediom in
Afghanistan, Operation Enduring Freedom. OEF was initially dedigogopple the
Taliban regime and to attack Al Qaeda bases in Afghanistaa.OEF mission has since

evolved into counter terrorism and bringing security to Afghanistdre ISAF mission,
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while also committed to helping establish security and stabilitAfghanistan, also
focuses on reconstruction, economic development and the establishmewiodf g
governance. According to the former OEF Commander, Lieutenant Gdbaval
Barno, NATO countries were pursuing different objectives in Afgitani than the
United States. “NATO was psychologically on a Peace KgepPperation. It was very
apparent that politically this was what they signed up for [peapakg operation].
NATO came in when Taliban was flat on its back and that was th@vU.S.

characterized the mission to NAT®”
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Figure 5.19: Relative small state troop contributions to [SAF

Similarly, the smaller European states, on average, shouldsredli@r share of
the burden than the U.S. and than their proportional share based on pop#igtoe (
5.19). On average, the smaller NATO states provided less tharfaineshare of the

troops during the ISAF mission, 19%, which is significantly below giiportion of the
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NATO combined population, 32%. This result could be attributed to eitberritling
behavior or to differing levels of private benefits perceived in thg-Igission. As
mentioned above, it was difficult for these smaller NATO countteesexplain the
security risk posed to their citizens from the Taliban and AdQae Afghanistan. There
was also a great deal of debate within European nations dee tdesirability and
suitability of conducting combat operations in Afghanistan as thel lef Taliban
violence surged. A 2008 poll suggests that this divergence of intecggisues today.
While most NATO allies demonstrated strong support for the missioly, 43% of
Europeans supported the conduct of combat operations compared to 76% of Asti&rica
This argument that the U.S. is pursuing private benefits is afgmosged by the fact that
free-riding behavior did not occur during either SFOR or KFORherefore, these
findings only weakly support the first hypothesis that large statl share greater

relative proportion of burdens than small states.

Table 5.9: Initial Findings from ISAF case study

Troop Contributions

H1: | Large states will share greater relative Supported for the U.S.
proportion of burdens than small states and for Big 4 European
NATO states after 2006

Impact of NATO expansion

Participation in ISAF before and after enlargement in 2004 carbalsinalyzed.

If NATO expansion did increase free-riding behavior (H4), contributiohssmall
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countries should have decreased relative to their percentage of popaf&ioNATO
enlargement. As in the previous NATO missions, the average lmatidn of small
NATO countries increased following NATO expansion in 2004 (see &igut9). It
would also follow that the combined, relative contributions of the U.S. agd4B
EuropeanNATO countries would increase after enlargement. While the cwdbi
relative contribution of the U.S. and Big 4 Europ@®8kTO countries increased slightly
in 2005, it decreased on average following NATO expansion in 2004 (see Bd.7).
The relative contributions of both the Big 4 European NATO statek the smaller
European states, on average, increased after NATO enlargam2004. This result
does not support the fourth hypothesis that free-riding behavior woatdase with

NATO enlargement. These initial results are summarized in the Table 5.10.

Table 5.10: Enlargement Findings from ISAF case study

Troop Contributions

H4: | Free-riding behavior should increase with Not Supported
NATO enlargement

Decline of burden-sharing after accession

It is now necessary to examine the contributions of new mentbetSAF.
NATO's intervention into Afghanistan started in 2003. In the fyesar of ISAF under

NATO command, the troop contributions of the 1999 wave comprised approximately
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3.7% of the NATO force, similar to their level of contribution to®¥ in its first year.
There was a drop in the percentage of the total NATO forceilooted by the 1999
wave, down to 2.4%, coinciding with the second wave of recent NATOgentent in
2004. However, this decline was attributable to a dramatic incne&s&. contributions
(which increased by over 113%), rather than increased free-rithrig.ct, the combined
contribution of the 1999 wave actually increased by 171 troops in 2003. YHhbile
contributions of the 1999 wave were consistently below their proposfithe NATO
population, they did steadily increase after 2005 until 2008 when theynearly equal
to their percentage of population. This indicates that the new nnemiokenotfree ride

at a greater rate after membership (H2a).
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Figure 5.20: Relative new member troop contributions to SAF

In order to check the hypothesis concerning new member burden-sharing after

enlargement, it is necessary to examine the contributions of the 2004 wave of new NATO
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members. If this hypothesis were correct, the level of contributions forrtrersbers

should decline after NATO membership was attained in 2004. However, the findings do not
support this hypothesis (see Figure 5.21). As was the case eatrlier, thie calatribution

of new members increased after they became NATO members. This indieatbe thew
members did ndree rideat a greater rate after membership (H2a). Rather these findings
support the alternative explanation that troop contributions increased as tapatrdiased

and that new member burden-sharing was more an issue of capability thagnegh to
contribute. In a 2007 interview by the author, the Supreme Allied Commander Europe,
General John Craddock supported this assessment. “By and large new memlagrgiage c
their weight, although they have limited capabilities. Some good examel€zach

Republic, Estonia, Lithuania, Poland, and Romaffia.”
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Figure 5.21: Relative 2004 Wave contributions to IEAF
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New versus Old

The results are different when comparing new versus old membaears dysads
based on size. Troop contributions by the Czech Republic and Hungaey wer
consistently at or above the level of troops contributed by BelgndrPartugal (Figure
27). The Czech Republic, on average, contributed about 1.5% of the NATQniutee
comprising between 1.2% and 1.3% of NATO’s population. Hungary contributed a
much smaller proportion of the NATO force, on average 0.4%, but its cordribut
exceeded those of Portugal. This suggests that new memberbukgee-sharing at a
greater rate than existing NATO members. As the U.S. Asamor to NATO recently
stated, “we have been impressed by the commitment of all ourAtims to bring as
much as they can to the table. Some countries are really puredhivg their weight
class, like Lithuania, which runs its own Provincial Reconstructi@mtén Ghor

Province in Afghanistaif?
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Figure 5.22: New vs. Old member troop contributions to FSAF
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Yet the findings differ when comparing the larger statesafiRbland Spain). In
the next chart, Poland initially appearsftee ride more than Spain in contributions to
ISAF (Figure 5.23). On average, Poland contributed less than 1P& t4ATO force
between 2003 and 2006. However, Poland increased its contribution substantially
between 2006 and 2008, in response to a SACEUR request for additional K9po. t
Many other states did not provide additional troops. However, Polanelaged its
contributions to 1,200 troops in 2008 and this number is expected to increg6€Qap

which would equal approximately 3% of the NATO forces in ISAF.

ISAF New vs Old NATO

1200

1000 ~
800

600 /P'/
400 _

200 . . Y Pa—

2002 2003 2004 2005 2006 2007 2008

Troop Contributions

=—4—Poland == Spain

Figure 5.23: Poland vs. Spain troop contributions to $SAF

In addition, Poland has committed to providing eight badly needed helisapte
support of ISAF, with the first two arriving in August 2088.While Poland’s initial

level of contributions to ISAF might suggest free-riding behavam, alternative
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explanation is that contributions by Poland and the other new memésranstrained
by commitments to the U.S. led operation in Iraq, Operation Iraggdém. That

explanation is examined in the next section.

The analysis of NATO member contributions to the ISAF mission gh&dfistan
yielded the following findings (see Table 5.11). The resultsherfitst hypothesis are
mixed. If referring to the largest NATO member, the ressufgport the hypothesis that
large states will share greater relative proportion of burdemsgimall states. However,
this may be attributable to the U.S. pursuing private benefits. firfldeng is not
supported when looking at the Big 4 non-U.S. countries. Unlike SFOR a®&R Kifhe
largest and most powerful member of the alliance shouldered morégtiam share of

the ground forces in ISAF.

Table 5.11: Findings from ISAF

Contributions to ISAF

H1: | Large states will share greater relative Supported for the U.S.
proportion of burdens than small states and for Big 4 European
NATO states after 2006
H2: | New members will share greater relative Supported, especially
proportion of burdens than old members after 2006

H2a: | New member burden-sharing declines after | Not Supported
accession into NATO.

H3: | Old members will share greater relative Not Supported
proportion of burdens than new members

H4: | Free-riding behavior should increase with Not Supported
NATO enlargement
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The findings support the second hypothesis that new members wdl slgacater
relative proportion of burdens than old members. The troop contributiotisef@zech
Republic and Hungary exceeded those of older members (controlling for sir@)gbof
this period. The same is true for Poland during the last twe y¢dEAF. The average
annual contributions of the 1999 wave are roughly equal to those of theratepzder
members. Thus the findings do not support the third hypothesis that oldensewmill
share greater relative proportion of burdens than new membersly Rinalfindings do
not support the hypothesis that free-riding behavior should increate NATO
enlargement. Again, the relative contribution of both the Blgudopean and smaller
states increased after enlargement in 2004. These findingSA6rdre summarized in

the Table 5.11. The next step is to look at the impact of OIF on contributions to ISAF.

The pursuit of private goods: Operation Iragi Freedom

The relatively strong support of ISAF by the 1999 new memlseeveén more
remarkable considering the competing demands for their forces dtmsigoeriod.
While their level of contribution to ISAF never met their percgataof NATO
population, this may have been due to their strong support of the U.Joéeation Iraqi
Freedom (OIF). Certainly OIF was a controversial operatidhinvithe alliance. New
members were under conflicting pressures and unlike the previou® MAdsions, there

was no clear cut definition of appropriate behavior. In fact, President Chggested in
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2003 that East European support of U.S. policies in Iraq were counter tdcwiogpe
expected from its new members and could jeopardize their mdmppbarshe European
Union®” An analysis of the contributions by new member states suggesthey were
pursuing private benefits, the demonstration of credibility to the, W&ing OIF.
According to Sandler and Hartley, “private or ally-spedi@énefits occur when a jointly
produced defense output assists the provider, but the output’'s benefitd exeecived by

other allies.?® This would certainly be a good characterization of support to OIF.

Operation Iraqi Freedom began in 2003 with the invasion of Iraq to topple the
regime of Saddam Hussein. While many NATO members participated in the
Multinational Forces in Iraq, OIF was not a NATO mission. In fact, there was
considerable disagreement and dissention among the allies brought about by tha.invasi
As an indication of the level of disagreement, the U.S. Secretary of Defendd Dona
Rumsfeld derided two staunch NATO allies, Germany and France, as membeds of “ol
Europe” for their lack of support for OIF. However, new NATO members took
advantage of this situation to establish their reliability to the leader of\N&¥e United
States. "Germany has been a problem, and France has been a problem,"” saild,Rumsfe
former NATO ambassador. "But you look at vast numbers of other countries in Europe.

They're not with France and Germany on this; they're with the United Sfates.”

In evaluating new member participation in OIF, the relative contributions of new
members were compared to the contributions of non-U.S. NATO members. The U.S.

contributions were excluded since the U.S. appeared to be pursuing significaet privat
221



benefits in this mission. This ratio was then compared to the 1999 wave’s percdrtbage

total NATO population. In this U.S.-led mission, OIF, the combined contributions of the

three new NATO members (the Czech Republic, Hungary, and Poland) exceeded thei
percentage of non-US NATO population in every year examined. From 2003 to 2007, their
combined contributions to OIF averaged 14% of the total non-U.S. force coming from

NATO nations, while their percentage of the NATO population decreased from 7.8% to

6.8%. This level of contribution represented an increase over the contributions made to both
SFOR and KFOR, which were NATO missions. This finding suggests that nevers

were trying to build credibility with the U.S. by providing a greater levelupiport to

Operation Iraqi Freedom.
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Figure 5.24: Relative 1999 Wave contributions to ®IF

This level of contribution to OIF might also explain the shortfalls in contributions to

the NATO mission in ISAF. Had the OIF contributions over and above the percentage of
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NATO population been added to the NATO force in ISAF, the troop contributions of the
three new members would have exceeded their population levels from 2003 onward. From
2002 until 2006, the average contribution to ISAF would have been 10.8% versus their 6.8%
of NATO population. This finding supports the alternative explanation that new members
were not necessarily free-riding during ISAF, but perhaps seekindpititgdvith the U.S.

by providing a greater level of support to Operation Iragi Freedom.
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Figure 5.25: Counterfactual 1999 Wave contributions to FSAF

New versus Old

The results are similar when comparing dyads based on size. On average,
Portugal’s contribution to OIF was consistently less than both the Czech Republic and
Hungary, and ended in 2005. Belgium did not even contribute troops to OIF. This

finding does not necessarily indicate free-riding by the older member&a DN After
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all, many NATO countries including Belgium were opposed to the Iraq war. Rdiser, t
finding suggests that new members were pursuing a private benefit in vieéofle

support for OIF and this may have affected their level of support to KFOR and ISAF

post-2002.
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Figure 5.26: New vs. Old member troop contributions to’®©IF

The results are similar when comparing the two medium-sized countries.
Throughout this period, Spain’s contribution to OIF was consistently less than Poland’s.
In addition, Spain discontinued their contributions to OIF in the wake of the Madrid
bombings and the change of government in 2004. Again, this finding does not indicate
free-riding by Spain, but rather the pursuit of private benefits by Poland, namely
credibility with the United States. Poland’s significant contribution to Otfaicdy

constrained its ability to provide additional forces for the NATO mission in KRR

ISAF. During the first three years of Operation Iragi Freedom, Polandneasf the
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largest troop contributors (over 2,000 troops) to the Multinational Forces in Iraq. While
Poland decreased its force size to 900, these forces remained in OIF until October 2008.
While this mission represented a significant cost to Poland, OIF provided pai#pital

and enhanced the practical experience of Poland’s military fotces.
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Figure 5.27: Poland vs. Spain troop contributions to°OIF

These results help to better understand the findings from ISAF comgehe
contributions of the 1999 new NATO members. These findings also weihiee
evidence for the third hypothesis that old members will shaegreelative proportion
of burdens than new members. Results from ISAF represent addiffe@ence from
the findings in SFOR and KFOR. These findings support the conjetitatethe
indications of free-riding by new members were actually a lack of c#gabilkcontribute

versus a lack of will to contribute to NATO missions. In each guesd mission, the
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contribution of new NATO members increased relative to older NAfgnbers. The

next chapter covers this increased commitment in greater detail.

A summary of the findings concerning the contributions to all tiMédO
peacekeeping missions is listed in Table 5.12. The results fdirghéypothesis are
mixed. There is support for hypothesis that the largest sthtid® alliance will share
greater relative burdens in peacekeeping missions under two condHieosis this is true
when talking about providing air support, where the U.S. and large Nslig3 have a
comparative advantage in capabilities. Second, this appears to beh&oethe large
states are pursuing private benefits (U.S. in Afghanistan;4BEuropean nations in
Bosnia/Kosovo). However, when smaller states are pursuing privatétbesueh as
credibility (especially with the U.S.) or fulfilling their comtments to the NATO
Response Force, they tended to provide an equal or greater proportion of fgroesd

than their larger NATO allies.

The results for the second and third hypotheses are mixed. [Rwosga and
Kosovo, older member states on average provided greater troop contribbfionsetv
NATO members. This finding generally reflects a lack alitany capability by new
members immediately after accession into NATO. HoweveSAflas in OIF, the new
member contributions from the 1999 wave equaled or exceeded thoseilaf sired
older NATO members. The increasing level of relative contobstiby new members
over time suggests that the earlier disparity was more likalysed by capability
shortfalls rather than deliberate free-riding behavior. Thisheilexamined further in the
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next chapter.

The findings did not support the corollary hypothesisndbw member

burden-sharing would decline after accession into NATO, except dBR@R. Rather,

the contributions of the new members, on average, increased oveaftenegaining

membership.

Table 5.12: Summary of Findings from Peacekeeping Missions

]

SFOR KFOR ISAF
Large states will share greater Supported for | Supported for | Supported for
H1: relative proportion of burdens than| Air and for Big | Air and for Big | the U.S. and for
small states 4 European 4 European Big 4 European
troop troop NATO states
contributions till | contributions; after2006
2001; Not supported
Not supported | for the U.S.
for the U.S. or | troop
for the Big 4 contributions
after 2001
New members will share greater | Not Supported Not Supported Supported
H2: relative proportion of burdens thar
old members
New member burden-sharing Supported for Not Supported | Not Supported
H2a: | declines after accession into NATQ.Poland and for | (except for
CZ & HUN after | Poland)
2001
Old members will share greater Supported Supported Not Supporte
H3: relative proportion of burdens than
new members
Free-riding behavior should Not Supported Not Supported Not Supporte
H4: increase with NATO enlargement

[oX

Finally, the results did not support the fourth hypothesis thatrie® behavior

would increase with NATO enlargement. In both Bosnia and Kosovo, thagaveoop

contributions of small states equaled or exceeded their pegeeotgopulation. While
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this was not the case in Afghanistan, this was largely duketaelayed and initially
limited role of NATO during the earlier years of operations fghanistan. The United

States wanted to be free from alliance constraints during Operation Endwwatpf.

These results also reflect a division of labor agreed upon during Naic@
planning and generation processes. These agreements are riredentdual benefit of
all allies. Similar to the economic concept of comparativeaadhge, all allies benefit
from this division of labor by reducing their opportunity costs fauralant military
capability. Smaller NATO states have a comparative advamageventional or niche
troops, whereas large NATO states have a comparative advantaggh technology

weapons.

Review of Findings of last three Chapters

In reviewing the results from the last three chapters, there arakeneresting
general findings (see Table 5.13). First, it is difficult to demonstrateithdogic of
collective action holds in every case. The nature of the alliance “productsiedurs
(public, impure public, or private) are important, albeit difficult to categgsrecisely.
The results also vary between measures used and by the strategic cugexthich
burden-sharing was examined. Where there were private benefits or elisagte over
the strategy and the nature of the mission, it seems that free-riding behexgased.
There are several circumstances or conditions that mitigate the ratiosatives for
NATO members tdree ride. States are more willing to contribute to alliance missions
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when they are given incentives or side-payments, such as command positions. Since
NATO traditionally assigns higher-level commands based on the level of troop
contributions, this can mitigate the incentives for free-riding. In additiomsstat
attempting to establish credibility with the leader of the alliance, tBe dre also more
likely to prioritize their contributions to missions led by the U.S. over tlogitributions

to other NATO missions. Finally, when states are pursuing private benafitsy be

more difficult to distinguish free-riding behavior.

Second, there is a difference between the willingness to contramgethe
capability to contribute to NATO public goods. The results consigtenfiport the first
hypothesis that large states will share greater relgtioportion of burdens than small
states, when looking at air power and high tech capabilitiess difficult for smaller
states to maintain the full range of these capabilitiadadt, NATO encourages member
states to develop niche capabilities, (nuclear, biological, and chlemnfense and
detection; counter-mine; medical) and discourages the developmentertdin
capabilities, such as air superiority and nuclear weapons. Sintdduly capabilities
tend to cost more than conventional forces, it is no surprise thatNe&gO states, on

average, devote a greater percentage of their GDP to military expesditur

The results generally support the first hypothesis, though with sEweats.
Whether looking at inputs (defense expenditures as a percentage pbG@Rputs (air
and troop contributions to NATO missions) there is some support férygahesis that
the largest states of the alliance will share a greelative burden. However, there were
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some surprising findings in this area. First, the wealthiesTQAstates did not
necessarily have the highest defense expenditures as a peradn@&ge. Second, the
United States, as the largest and wealthiest NATO state, dadweays contribute its fair
share of troops to NATO missions. Much depended upon the perceived privetiésbe
and risks associated with a particular mission. There also a&gdpeabe a division of
labor in NATO where the U.S. and large NATO allies contribategeater percentage of

air capabilities, an area where they have a comparative advantage.

There is mixed results for the hypothesis that new membdirsivare greater
relative proportion of burdens than old members. Certainly, new Brarfdred better in
trying to meet NATO’s spending targets. This was largelgabse of the need to
modernize their armed forces and their willingness to develop ciolg@ATO
capabilities. In regards to troop contributions to NATO missioregpears that as their
capabilities and levels of interoperability increased, new mesthe¥s have been more
willing to take on additional responsibility and burdens. This is sigported by the
fact that new member contributions to NATO missions geneirathgased after gaining
membership and after the 2004 wave of NATO expansion. This iegtudigreater

detail in the next chapter.

There are also mixed results for the third hypothesis that ahdbers will share
greater relative proportion of burdens than new members. As thef agembership
increases, the willingness of states to meet the NATO&dipg targets tends to
decrease, on average. While average annual contributions to NAd¢zkpeping
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missions exceeded those of new members in two of the four easesined, old

members fell behind new members during the most recent missichs]ing the last

few years of KFOR and the ISAF mission.

Table 5.13: Summary of Findings from Chapters 4 & 5

Military Humanitarian Peacekeeping
Expenditures Operations Operations
Large states will share greater Supported, if Supported for | Supported for
H1: relative proportion of burdens than| size is air operations | Air and for
small states measured by and bi-lateral troops when
population or U.S. troop states are
area,; contributions. pursuing private
Mixed results Not supported | goods
using GDP for troop
categories contributions to
the NRF
mission.
New members will share greater | Supported Supported for | Mixed result;
H2: relative proportion of burdens than CZ & HUN Supported for
old members ISAF
New member burden-sharing Not Supported Not tested Mixed results
H2a: | declines after accession into NATQO. Supported for
SFOR,;
Not supported
KFOR/ISAF
Old members will share greater Not Supported for | Mixed result;
H3: relative proportion of burdens than| Supported Spain as the Supported
new members NRF 5 leader SFOR/KFOR
Free-riding behavior should Mixed Results Not tested Not Supporte
H4: increase with NATO enlargement

|

Finally, the findings linking enlargement and free-riding are mixed. When

looking at NATO'’s 2% benchmark, the results support the hypothesis thatdieg-ri

behavior increased with NATO enlargement. However, these results could be

epiphenomenal. Perhaps there were other economic or geopolitical reasons for these
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trends. As mentioned earlier, the findings from the three peacekeeping missioots
support the hypothesis that free-riding behavior increased with NATO emiangie The

results also bring out the necessary distinction between willingness anditafmabi

contribute.
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CHAPTER 6
UNDERSTANDING BURDEN-SHARING BEHAVIOR: CONSEQUENCES
VERSUS APPROPRIATENESS AND WILLINGNESS VERSUS CAPABILITY

Addressing unanswered questions

New members are generally doing well. However it is difficult to charactbere &s a
group because they comprise a variety of states with unique institutions, capabilities, and
nistory General Sir John McColl, Deputy Supreme Allied Commander Edrope
There remain two outstanding issues in this project: why burden-sharisgdsci
are made and the difference between capability and willingness. To thislpsint, t
project has not analyzed the rationale behind burden-sharing decisions. The logic of
collective action, which dominates the burden-sharing literature, assatasates are
rational, egoistic actors. This would suggest that burden-sharing can bheexkpia a
cost versus benefit basis. However, there are other plausible theoretiaabtiopis for
burden-sharing behavior. This chapter examines these explanations to bettéamndiders
the logic(s) behind burden-sharing behavior. Not surprisingly, the discourse used by
NATO members and officials suggests that multiple, possibly contending logics
influence burden-sharing decisions making it difficult to adjudicate betweelo@alat

choice and sociological explanation. The findings suggest that while rational tioosva

(such as concerns over credibility and side payments) may drive burdemgshar
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decisions, they are often supported using arguments based on identity. Thissiegbnsi
with results from Judith Kelley's 2004 study of European Institutions that found that

socialization efforts often guided rational decisidns,.

The last chapter also suggested that burden-sharing performance mityht res
from a lack of capability versus a lack of political will. In this chagtas distinction is
examined further using both interviews and case studies of new NATO members. The
findings suggest that new members had the political will to bear their fagr shBIATO
burdens, however often lacked the capability to fully contribute. This was a@bpécie
immediately after accession into NATO. The results also indicate thatagotar
hypothesis H2a, new member contributions have risen over time as their dagabilit
catch up with their willingness to contribute. In fact, this increased burdeinghar
occurred in the face of significant fiscal, physical and political constraihich are also

discussed.

Research Design

The chapter is divided into three main sections. The first selsgms with a
review of the non-collective action, theoretical basis for busteming: credibility and
appropriateness. These concepts provide the framework for thenirggnseéctions and
guides the direction of the interviews covered in the next sectiStandardized open-
ended interviews of NATO and NATO member officials are analyaayet a qualitative

assessment of burden-sharing. This section looks at the rhetoric used byn\iTla2rs
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and officials to explain burden-sharing behavior. It examines hosgs étom NATO and
NATO member states assess the burden-sharing behavior of melaense This analysis
provides clues as to whether or not rational incentiveet® ride faced by the new
members are mitigated by the desire to prove their credjdijtyheir desire to do what

is right, or a combination of the two logics. These questions feélyniwithin the
literature concerning the logic of consequences versus thes lofjiappropriateness as
discussed in detail by scholars in the rational choice and congsticgchools of
international relationd. The findings also lend credence to the assessments made in the

previous chapters that new members were burden-sharing within their ¢agzabili

This chapter concludes with a series of short case studies rexgnhbiurden-
sharing behavior of individual new members in the context of their oheidomestic
and strategic environments. This section begins with a brieistigm of the difference
between capability and willingness, borrowing insights from el bf psychology. It
is followed by a discussion of the strategic environment in whiclddmisharing
decisions are made. The section then looks at the possible motiattboenstraints in
making burden-sharing decisions about military expenditures and tomomitments to
NATO missions. The emphasis is on the 1999 wave of new NATO menaltibicsugh
two member states from the 2004 round of enlargement are alsonexlamihe cases
were selected to give variation on two key independent variablesh lehgrembership

and size.
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Methodology

Up to this point, this project has used quantitative methods to expladerur
sharing behavior in NATO. This chapter focuses on qualitative adsth The first
method uses standardized open-ended interviews in looking at burden-shecog .
This format was chosen to increase the reliability of the findings bygatheé same basic
guestions in each interview. These interviews were conducted wéhptimary
stakeholders in the burden-sharing decisions: political and ryilgdtes from NATO

Headquarters and senior military officials from NATO member countries.

Two different social settings were selected for theseviewws. The first set of
interviews took place at the National Defense University in Wigstin, D.C. and the US
Army War College in Carlisle, Pennsylvania. In this sos&ting, these NATO officers
represent a minority. Most of the officers in this setting &rS. officers and the
curriculum is founded on U.S. military doctrine, norms and procedureamy Mf these
officers have recently returned from deployments in either dragfghanistan or both.
In this setting, officers from new NATO countries might feeinpelled to justify the
contributions of their states to NATO and the War on Terrorism.reftve, it would be
expected that credibility should be more prevalent in the discowsa @i this social

setting.

The second set of interviews was conducted at NATO HeadquaBiersséls,

Belgium) and Supreme Headquarters Allied Powers Europe Headgudlens,
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Belgium). In these institutional settings, the effects oftustinal socialization are most
likely to be present, and therefore discourse indicating the logic of appem@satshould
be more prevalent. The political and military elites interedwcome from the
International Staff (including the Deputy Secretary General) #mel Supreme
Headquarters Allied Powers Europe (SHAPE), including the Supreme Allied Contmande
Europe (SACEUR) and the Deputy Supreme Allied Commander Europe (BSRL
These officials are filling NATO billets and therefore agpposed to pursue alliance
collective interests over national interests. The senior nyilaéficials come from the
National Military Representatives of NATO members at SHAReadquarters. Those
officers interviewed are filling national positions (pursuing nafianterests) but are
operating in a NATO headquarters where NATO norms and procedures arerjiresale
much as possible, the interviews were conducted with memberstimsame NATO
countries in both settings. The number of interviews was limitedebources (the
amount of time and money available) and the composition of the stbhddntat the

National and Army War Colleges.

The second qualitative method in this chapter utilizes case stuie
systematically analyze important burden-sharing variables ar@broas. The case
studies are developed around the framework of the original hypothese®levaht
independent variables derived from the theories already discuskedca3e studies also
provide historical context for burden-sharing behavior examined in prevcitasters.
The case studies begin with a brief overview of the new mentlistta'y prior to joining
NATO. This includes a brief review of the pre-accession presetBese states
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underwent prior to gaining membership in NATO and the EU. Tluisosealso reviews
the decision-making processes for military expenditures andthemitment of forces to

NATO missions.

Each case study looks at the physical and economic constranitg f@ach
country. These include, but are not limited to, the key variab$esissed in Chapters 3
and 4: GDP, population, and geographic size, GDP growth, and threat.aséhsetadies
also examine additional fiscal and political constraints. In @loe bf these factors, the
case studies analyze the performance of these countries onconre@gures of burden-
sharing: defense expenditures and troop contributions. Most of the da¢s ¢am

government sources and international organizations such as the OECD, IMF, and NATO.

The first three countries examined are the new member ftateshe 1999 wave
of NATO enlargement (Poland, the Czech Republic, and Hungary). Fhess were
selected to be consistent with the previous chapters. In thegestudies, the length of
membership is the same and the population size varies. Alldhteese members also
underwent a much less rigorous accession review and a less $aeraization process
prior to becoming members of NATO. Therefore, if socializateothe driving factor
behind equitable burden-sharing behavior, then these states should lgranert free-
riding behavior. The last two cases differ from the firstehrethat they examine two of
the seven 2004 new NATO members: Romania and Estonia. Thesevatatechosen
among the other 2004 members because they represent the largeshadiedt new
members in that wave. They also represent one of the wea(tbstshia) and one of the
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poorest (Romania) new members. If our findings from the last chamecorrect, then
Romania should share a greater proportion of the burdens than a mudar &siahia.
In addition, these states should be less prone to free-riding duenmtbeextensive and
prolonged socialization process under the Membership Action Plan (MAR} set of
cases allows for variation on the dependent variables: defepsaditures and troop

contributions.

The case studies examine the unique histories and context whitch urden-
sharing decisions are made by each country. The logic of taHleattion explains
burden-sharing solely in terms of outcome. Under this logic,rideeg behavior is a
rational choice to minimize costs for alliance members. Hewelsurden-sharing
behavior is a function of two components: willingness to burden shdreagpability to
burden share. The logic of collective action assumes that new mseetesciously
decide tofree ride However, it is possible that what looks like free-riding behamior
actually a lack of capability. If limited military capidity is the cause of free-riding
behavior examined in the last chapters, burden-sharing should inaeasgpability
increases. These case studies look at maximum annual contriiotidAS O missions
as proxy measures for “deployability” and average annual contnitzutto NATO
missions as proxy measures for “sustainability.” If cajgbit a limiting factor on
burden-sharing, then the observable implication is that these meagurentributions
should increase over time as new members increase the numbleployable and
sustainable land forces. For example, as new members improveperaility with
NATO and progress in their professionalization and modernizatiogragms, their
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contributions to NATO missions should also increase. This chaptesumsathe
willingness to contribute by looking at expenditures and troop contributhaai in the

face of economic or political constraints that should incentivize free-ridimgviug .

A Rational Choice Examination of Findings

The rational choice explanation for continued burden-sharing by nevbengrof
NATO after accession emphasizes the benefits of maintainiagugation as a credible
partner. Certainly, members join and remain in NATO for both @ngilble and the
intangible benefits of being in a powerful alliance. With a coexbipopulation of
almost 880 million and a combined GDP of $28.5 trillfddATO membership offers a
degree of physical and psychological security to its menthtgss The rational benefits
of being in an alliance have also been studied in Internationalid®slaheory. In his
game-theoretic study of alliances, Alastair Smith found thandgfe alliances deterred
aggression. The more reliable the alliance was, the greatdetid@ent effect it had. In
his words, “nations form alliances because it improves the outcdmegseipect to
receive.® Certainly, this concern for physical and psychological secisityfluential in
burden-sharing decisions. As the current Romanian President sardderd interview,
“with the accession to NATO the Romanians felt safe...NAT@nnhéhe beginning of

our road to prosperity’”
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Fear of Abandonment

Another plausible rational explanation of burden-sharing behavior by new
member states is that their calculations are conditioned by their history.oMbe new
member states of NATO were previously occupied by Soviet troops following World
War Il and consequently a fear that Russia might try to reassert gpelfially in former
Warsaw Pact countries. These states also have a historic and deep aeafed fe
abandonment by the west. Certainly there is a historic legacy in states $helCaech
Republic whose sovereignty was sacrificed to appeasement policies prior tb\Wiéorl|
and Poland which was left alone to face the onslaught of Nazi Germany and the Soviet
Union in 1939 despite existing security assurances from France and the United Kingdom.
States such as Hungary and the Czech Republic also suffered militaryritigrs doy
the Soviet Union in 1956 and 1968 respectively. Thus there is some merit to the

rationalist argument that these states retain a fear of abandohment.

Rational Incentives: Side Payments

Finally, a rational choice explanation might emphasize the quid prothlatio
supports burden-sharing decisions of member states in NATO. Cgrttnaete have
been side payments made by the United States to new memtex istaorder to
encourage greater levels of military spending and in order to dewantributions to
NATO and US-led missions in the war on terrorism. For exammanB received a
generous $3.5 billion loan to buy F16 aircraft after committing bzdorces to
Operation Iragi Freedofh.In addition, Poland funded most of its airfield renovation

program through the NATO Security Investment Program (NSIBpth the Czech
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Republic and Hungary received side payments from the US forgiyeport in the war

on terrorisnT. In 2002, the 1999 wave of new members received a combined $35 million
in Foreign Military Financing with an equal amount requested for 20G8 2004°
Estonia, one of the 2004 waves of new NATO members, was schedukszkiverover

$6 million per year over the same perfddin 2005, in addition to normal International
Military Education and Training (IMET) and Foreign Militarifinancing (FMF)
assistance, President Bush requested $200 million from Congressdfitionallies that
have supported military efforts in Iraq and Afghanistdnin addition, NATO uses

incentives to influence its member states.

While the side payments, discussed above, provide some incentive, NATO has the
greatest leverage over aspiring member states prior &ssioa through conditionality.
Conditionality means that certain criteria are set bef@®i@ can attain membership or
receive benefits from an institution. In the case of NATO, caditity consists of
“specific conditions which an aspiring state must fulfill bef@ecession. These
conditions comprise both adherence to the community values and lihetalmontribute
to the functional tasks of the organizatioft” The assessment of whether or not these
conditions have been met is a subjective and very political mat@ftentimes
geostrategic concerns can trump accomplishment of accessionrdsaradain the case of
Georgia and the Ukraine, which have not been granted admittance Afodde to
concerns over relations with Russia. Accession into NATO requiremimous
agreement by existing members and ratification by the &grgls of the member states.
It is not surprising then that aspiring NATO members are keelenwonstrate that they
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have not only met the intent of the conditions established but alsmbjeetive
benchmarks established by the alliance. One of the two mosit iegédees to MAP,
Albania, is a good example. In a recent visit to NATO HeadgrsrtAlbanian
representatives were “very proud to say they are medim@% (GDP) benchmark as

well as deployment and sustainability critetia

Not surprisingly, conditionality is an effective tool in influencirgpiaing NATO
members. In Judith Kelley’s study of international institutions in thg padt-Cold War
period, she found that conditionality was an essential factor irgiigastate behavidr.
Kelley also acknowledged that socialization played a roldleiXéound that, while most
changes in state behavior could be attributed to conditionalibgidiszation-based
efforts often guided them® However, the impact of conditionality does not necessarily
mean that stateBee ride once they become members of NATO. NATO Director of
Policy Planning, Jamie Shea, specifically addressed the adsfiee-riding incentives
after accession. “The argument that once in the alliance, nembens will slack off is
not fair. For example, Romania currently has 720 (troops) deployAtghanistan and
is trying to find another 120. That is not a bad effort for a neW®Anember.*” This

chapter explores NATO'’s socialization mechanisms in greater dethé imeixt section.

NATO also has mechanisms to reward states that supporicalliefforts after
being granted membershig-irst, NATO uses a variety of prestige rewards that are not
only beneficial for domestic political use, but are sought out by bqlordatic and
military bureaucrats for their own benefit. These rewardgadrom hosting summits,
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conferences, or exercises to the assignment of commands angasititbns. One
example of these types of rewards is called “flags to po&tifags to post conference is
convened to assign general officer billets to member staié®se conferences often
result in a contentious debate; these leadership positions notieldyinfluence in the

alliance but also prestige at home to the officers assigned to fill them.

During NATO missions, command positions are also allocated on the dasi
relative troop contributions. Unless the forces are under a staN&M@ Headquarters,
such as the Allied Rapid Reaction Corps (ARRC), then command ygHs to the
state with the largest number of troops in that sector or in thalbwassion. NATO
also provides material incentives in the form of investmenkss dllows leaders to bring
home the bacon to their national constituents and thus build support fabcooris to
NATO. For example, NATO investment into Poland exceeded Poland'slegigns to
NATO's infrastructure budget in 2004. A portion of these NATO funds is being used
to construct a training facility in the city of BydgosZézThis facility will cost
approximately 33 million Euros to build. Finally, individual statathim NATO often
provide incentives to other members to reward cooperation. As thestiaagd most
powerful member (and leader) of the alliance, the United Stdtes times provides

these incentives.
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The Pursuit of Credibility

As discussed earlier, many international relations scholars steggdat, in order
for states to cooperate extensively, they must first be alohake credible commitments
to their fellow allies. As in any cooperative situation, a gogoutaion reduces
uncertainty, increases the credibility of promises, and enharfoes clarity of
commitments. Once an ally has a reputation for meeting its ¢oments, it is easier for
that state to deepen its level of cooperation within the alliaAseKeohane explains, “a
good reputation makes it easier for a government to enter into ageanainternational
agreements; tarnishing that reputation imposes costs by makingnmemts more

difficult to reach.?°

Frank Schimmelfenning also found evidence that states were concerned with
reputation in his study of EU enlargement. “In an ‘institutional environment’Hi&e t
EU, political actors are concerned about their reputation as members and about the
legitimacy of their preferences and behavidr.This work employed a synthesis of the
rational choice and sociological institutional approaches to show how ratioora ac
(states) could be constrained by identity-based commitments to iosistutVithin a
security institution such as NATO, one would also expect that members are cdncerne

about their reputations and constrained by commitments made to the alliance.

According to this logic, new members in the NATO alliance feel the need to

establish their credibility with older members. In doing so, there is aahtiattulation
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that this credibility is essential to future transactions within both NATOla&aropean
Union. These transactions are in large measure based on trust. In addition to trust, a
state’s influence in an international organization or alliance is commenstittatde

level of its contributions. As touched on above, senior officer positions in NATO are
largely allocated on the basis of the size of the contributions each nation makes to the
alliance in terms of financial contributions and military forces. Fangde, if France
decides to reenter the integrated command structure of NATO, the allidhbaweito
redistribute flag officer positions to ensure that France has sufficeerghip positions

in NATO command and staff postings. This is also true during NATO operations.
Command and staff positions are also determined based on the size of the national
contribution to the mission. That is why the United States has the overall command of
the NATO mission in Afghanistan. Not only is this allocation of positions based on
contributions a normal practice within the alliance structure, it is alspt@ctand

expected by the domestic political stakeholders. As former Senator Jalaesnoted
recently, members of the NATO alliance “should recognize that they marstiser

share of the burden if they seek their share of the authéfity."

A Sociological Examination of Findings

In all of the explanations listed above, new members’ burdenaghbghavior
can be interpreted as being motivated by the instrumental purssiatef preferences,
whether that is to establish credibility, to garner side paynento mitigate their fears
of abandonment. However, there are equally compelling argumentsetivainember

states are willing to bear the burdens of membership for non-irsttamreasons:
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persuasion and socialization. All new NATO members underwent ensaxe
socialization process that started with their membership in #nedPship for Peace
Program (PfP) beginning in 1994. Identifying the specific sa@atbn mechanisms
found in NATO, as outlined in sociological institutionalism literafw@uld help explain
how expectations of burden-sharing were taught, monitored and rechtbroeigh a pre-
accession screening process and the post-membership interactibn N&TO
headquarters and established member states. According to tluisdegihe “NATO
identity” takes root, new member states begin to follow a loefie@ppropriateness in
making burden-sharing commitmefts. While burden-sharing may have begun as a
rational response to conditionality and a concern for establishaabdity, it became
internalized over time leading to continued burden-sharing behaviai baséentity as

a NATO member.

The Logic of Burden-sharing: Persuasion within NATO

Most scholars and practitioners of international relations wouldeaghnat
persuasion operates in international institutions such as NAJf@®entimes, persuasion
goes hand in hand with rational incentives such as side paymemisvioae actors to
change their behavior. A good recent example might be U.S. negddiatith Poland to
convince them to host anti-missile intercepfdrsThe United States used both social
pressure and potential side payments to convince Poland to accept Wlslliatit
missiles on its territory. However, Ghiecu suggests that asi@u occurs even in the

absence of rewards through convincing arguments. This is what $Hisee calls the
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“logic of arguing.” Two key scope conditions for persuasion certainly existed in NATO
during the pre-enlargement period: novel environment and authoritatieesZ3ac
Former Warsaw Pact countries were in a novel and uncertain enenbnm the
immediate post-Cold War period when they joined NATO’s PfP progré&econdly,
NATO institutions and countries were seen as an authoritativghthdf their victory in

the Cold War and their economic and political success. As Ghieaotspmit in her
article on NATO, persuasion usually “occurs in social interactimets/een actors who
have drawn different conclusions regarding the nature, merits, amgplcations of (an)

action or policy.*’

Socialization processes and mechanisms within NATO

While there is some evidence that persuasion, reinforced by wegntvas
responsible for aspiring NATO members fulfilling their comnetits to the alliance, this
project is more interested in the sustained socialization effioatsmight have led to
sustained, increased burden-sharing behaviés. Jeffrey Checkel mentioned in this
study of the EU, “socialization implies that an agent switdh@m® following a logic of
consequences to a logic of appropriateness; this adoption is suste@retime, and is

quite independent from a particular structure of material incentives ofaantt

This transformation of norms within NATO most likely occurs duritig
Partnership and MAP process. Through their participation in NATO amugy(PfP and

MAP) and in NATO commands, whether in peace time, or during NAOOnissions,
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new member states begin to internalize the norms and procedutas alliance and
entrench these in their domestic political institutions andtamylibureaucracies. The
longer these new members stay in the alliance, the strong&lehtgy becomes and the
greater their compliance with NATO norms and expectations. N#&BOcialization
mechanisms and programs also appear to meet the scope conditioerf@lization of
group norms as identified by Checkel: long and sustained interacttams and agents

are in a setting where contact is inteffse

The Partnership for Peace Program (PfP) and Membership Action Plan (MAP)
provide the mechanisms for this type of sustained interaction. Both of thesanpsogr
focus on interoperability during peacekeeping missions. However, they also teach ne
members how NATO expects its members to act in both the domestic arena and in
regards to international obligations. In her compelling study of sadiiaiizin NATO,
Alexandria Ghiecu found that NATO was an effective teacher of norms. Sheatetir
NATQO’s success as a socializing agent to “the parties’ mutual reaogoititheir
respective roles as ‘teachers’ and ‘students’; the socializeesficktian with the
Western security community that NATO claimed to embody; and systemtsractions
between teachers and studerifs. Gheciu goes on to make a strong case that the elites
from the aspiring member states acknowledged and accepted the role of d¥fiETals
and member states as legitimate teachers of democratic and afiian=" There are
three main venues of socialization for aspiring NATO members: the Northtidtla
Cooperation Council (NACC), the Partnership for Peace Program (PfP) and the

Membership Action Program (MAP).
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The earliest attempt to establish a formal mechanism fogtdia and cooperation
with potential NATO members and other European states was tddgdigsment of the
North Atlantic Cooperation Council (NACC). Mirrored after the Moftlantic Council
(NAC), the NACC was created in December 1991 as a foruridh-level statesmen to
consult and deliberate about security issues in Europe. In addition tBIATRE®
members, nine central and Eastern European countries, including Riossgéane
members of the NAC& The NACC became a useful venue for consultation and
support of peacekeeping efforts during the Balkans crisis. In 199MNAKKC was
replaced by the Euro-Atlantic Partnership Council (EAPC). Regudasultations on
relevant international issues continued, with some thirty Parmantiges joining the
EAPC, ten of which went on to become members. “Meetings of tHeCE&re held
monthly at the level of ambassadors, annually at the level ofgforend defense
ministers and chiefs of defence, as well as occasionally atutmenit level.** These
consultations cover not only short-term immediate issues, but alae afdong-term

cooperation.

A large part of NATQO’s socialization efforts can be tracetht® Partnership for
Peace Program (PfP). The PfP program is more extensineettteer the NACC or
EAPC and it is aimed at a much broader audience. Participathis PfP program range
from national leaders to individual soldiers in staff positions otiggaating in NATO
exercises or operations. Through the PfP program, NATO mgileztt efforts to
socialize new and prospective members and partners on NATO ,nstanslards, and
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procedures. The Partnership for Peace Program (PfP) wagnelksto facilitate
interoperability, promulgate civilian control over the militaryydafoster democratic
norms and procedures. The PfP program also teaches prospectiversneombéo adopt
liberal-democratic norms. Yet PfP participation does not sachs lead to NATO
membership. “Joining NATO’s Partnership for Peace committethsbklves ‘to the
preservation of democratic societies, their freedom from amem@nd intimidation, and

the maintenance of the principles of international 1&tv.”

Not only was the PfP program a venue for teaching NATO norms,, ramhes
decision-making procedures, but it also served as a platfornadpiring states to
demonstrate their readiness for membership. PfP “allows partoeidistinguish
themselves by demonstrating their capabilities and their comentt with a view to
possible NATO membershig™ However, participation in the PfP program does not
mean that a state is necessarily interested in joining NANIQr does membership mean
that alliance membership is inevitable. Of the ten newest nrenabeNATO, the first
wave (the Czech Republic, Hungary, and Poland) entered NATO thpautytipation in
the PfP program alone. The remaining seven were subject to a mmrehrigorous

screening process.

A program that evolved from early experience with NATO expanssothe
Membership Action Program (MAP). The Membership Action Plan ()MABproved at
the 1999 Washington Summit, was specifically designed to betterrprepadidate

members for accession. It consists of various activities ahaaspirant state could
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participate in to prepare them for accession into NATO. MAPIlentaore extensive
reporting and feedback on progress from NATO on political and econmfoom,
defense reform, military resource requirements, information ¢$gcuand the
compatibility of domestic legislation with NATO requirementsack MAP member is
required to provide an annual national program that addresses progreashoaf the
chapters® Compared to the PfP, MAP is a more rigorous and extensive program
designed to teach new candidate states how to become NATO merReeigrmance in
MAP can also be a discriminator for admission. As the Romdpiansident recently
stated, “MAP is an instrument that allows the alliance to monitor thegee§of aspiring
states] ... [they] will not necessarily become members utilegsmeet the standards and
fulfill the requirements® All seven states in the most recent wave of enlargement in

2004 entered NATO through the MAP process.

States aspiring to full membership in NATO see the MAP program, not only as an
essential step in becoming a new NATO member, but also as a de facto security
guarantee. That is why there was such a strong bid by Georgia and the Ukrasee/éo re
an invitation to MAP at the most recent Bucharest Summit and why that move was s
vehemently opposed by Russia. The MAP program also includes incentives for aspiring
NATO members to reform, build capacity, and contribute to the alliance. “MABris m
of a big stick than a big carrot,” said the Estonian president, Toomas Hendrjlathaes
conference of the German Marshall Fund. “It forces nations to reform even when they
don’t want to do it.®® Not surprisingly, there has been a difference between the first
three members who entered NATO under PfP and those that entered under MAP. Under
MAP, partners and aspirants must defend their defense and financial data@oddAsh
annual basis. This more rigorous interaction has allowed MAP members tdadssim
more rapidly than the first wave of NATO members.
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Gheicu provides evidence of successful socialization and a iansita logic of
appropriateness by new NATO memb&rs. Under the Warsaw Pact, these same
countries acted in a purely instrumental manner. What might havaredpes burden-
sharing behavior was attributable to top down guidance and coerciontifeoi®oviet
Union and sometimes outright military intervention. As the @zBeputy Defense
Minister, Jiri Payne, stated “planning security is sometkegnever really did. It used
to be made in Moscow and we only received instructidhs. This hierarchical
arrangement and absence of input by smaller members mightlpastialain the lack of
burden-sharing behavior during the Warsaw Pact. Upon gaining indeperfdamcthe
Soviet Union, Czechoslovakia, Hungary and Poland reasserted their distivadual

national identities and right to sovereignty.

In contrast, NATO’s consensus decision-making procedures andhsixde
socialization processes fostered a sense of “buy-in” among mewmbers. Not
surprisingly, the burden-sharing behavior of these new NATO mendoeitd not be
explained by instrumental decisions alone. Over time, it app#ase@ new collective
sense of identity evolved from participation in the PfP and meshigerin NATO.
Domestic elites in new member states used this new sens&T@ Mientity to support
their own domestic political positions. For example, Czech oppositiembar, Petr
Necas, scolded the government suggesting that it need&dato acting like [a] full-

fledged member of NATO"
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Examination of Findings: Rational Choice vs. Socialization

In order to evaluate the merits of these competing explanations for burdamsha
behavior, this section examines the discourse used to justify burden-shéangpbe
during the standardized open-ended interviews. In evaluating the discouigadarfs
rational logic, words whose meanings were associated with establismrajrdaining
credibility or reputation were identified. Whenever an interviewee usedgshikes “to

demonstrate,” “to show,” or “to prove” in discussing the rationale for NATO

contributions, this suggested a more rational logic was used to justify burdergshar

Whenever an interviewee used words like “obligation,” “duty,” or “appropriate” in
discussing the rationale for NATO contributions, this suggested a logic of

appropriateness.

As discussed earlier, standardized open-ended interviews were @hductivo
different institutional settings with both military and non-mijt&lites. These different
settings control for the effects of social context on the languagé to justify national
behavior in NATO. In the first institutional setting, interviewsre conducted with
International Fellows at the National Defense University in Wagon, D.C. and the
U.S. Army War College in Carlisle, PA. Most of the officansthis setting are U.S.
officers and the curriculum is founded on U.S. military doctrinemsoand procedures.
The second set of interviews took place in Europe. The norms andipres@f NATO

were the dominant feature of institutional and social context at SHAPE.
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In the first setting, International Fellows were interviewetha U.S. Army War
College and the National Defense University from 2007-2008. Thiksedecame from
both new member states and from old member states. Each yeaximppely forty
senior military officers are extended an invitation to atterdUts. Army War College
and approximately fifty to attend the National Defense Universiihese officers are
sent to these institutions as representatives of their individuatrgoeats and spend a
year in Carlisle, Pennsylvania or Washington D.C. studying natsinaiegic issues,
conducting research, and learning strategic concepts and docinnéhese settings,
International Fellows constitute only 10% of the student body and d¢nerafe in a
minority. The international fellows at the National Defendaiversity represent a
similar proportion of the student body. Most U.S. classmates h#eefdiniliarity with
NATO norms and socialization mechanisms. In addition, the curriciduimcused on
broader U.S. interests, strategy, and concepts. U.S. strategytamesis in NATO are
only a small part of the curriculum. The officers interviewexnf new member states
were from Bulgaria, the Czech Republic, Estonia, Poland, and Romahm.officers
from the old member states were from Canada, the United Kingddrtha Netherlands,

founding members of NATO.

In the second institutional setting, interviews were conducted military elites
serving in both NATO and national billets at the Supreme Headquaitesd Powers
Europe (SHAPE) in Mons, Belgium. SHAPE is the sole militaepdguarters within
NATO that operates at the strategic level. SHAPE is di-mational command that has
several primary functions: assessing risks and threats, camgluetiitary planning, and
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identifying and requesting forces needed to undertake alliarssioms** Most of the
senior military officers assigned to this headquarters workttie alliance, not their
individual countries. However, the National Military RepresentatigRs) have a
different function. The NMRs act on the instructions of their couatiy report back to
national authorities. In sum, these NMRs retain their primayally to their own
countries and serve as liaisons to the alliance. While repiregeheir own national
interests, these NMRs operate in a social environment that isnd@ai by NATO
norms, rules, and procedures. In fact, all of the NMRs are locathd same building as

the SHAPE staff.

Thus, this institutional setting differs significantly from tladt either the U.S.
Army War College or the National Defense University. At SHAPE, the n&-tfficers
constitute a majority of personnel assigned. Interviews weneucted with officers
from six of the ten new member states. These included the CamiblR, Estonia,
Hungary, Latvia, Lithuania, and Poland. The officers, from older merstates,
interviewed for this project were from the old member states Wem Spain, Portugal,
and the Netherlands. Military officers from the Czech RepuBbtonia, Poland and the

Netherlands were interviewed in both settings.

To give insights on how NATO elites view burden-sharing behavior of ne
member states, officials were interviewed from the Intewnat Staff and the
International Military Staff at NATO Headquarters in Bruss8elgium. These officials
were diplomatic or foreign service personnel at the level of depusigsistant Secretary
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General or were Directors within the Secretary Genepalsate office. The norms and
procedures of NATO are also the dominant feature of this institlitemmaronment.
Finally, interviews were conducted with diplomatic and militarfcails from the U.S.
Mission to NATO. As would be expected, in all of these instituticedlings NATO
norms, rules and procedures are a significant factor shaping oitial £ontext.
Interviews conducted with members of the NATO International Staff the U.S.
Mission give insights on how non-military elites perceive nevwnbyer burden-sharing

behavior.

Interviews with Senior Military Officers

During interviews conducted at the war colleges, senior militdfigers from
new member countries often justified burden-sharing decisionsnphasizing the need
to demonstrate credibility to older members of NATO. In intersisvith International
Fellows at the U.S. Army War College and National Defense University 2007-2008,
officers from new member states used language such as “to pyoveJ demonstrate”
about forty percent of the time in their explanations of burdenrghdéehavior. For
example, Colonel Adamczak explained that Poland contributed to NAT@der to
prove that Poland was a valuable menfBerit is possible that these responses were
conditioned by the environment of the institutions where the offigers studying. It is
also true that many of these International Fellows faced guestind frustration from

their U.S. counterparts as to why NATO was not doing more, fegalyi in Afghanistan.
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This social pressure might have biased the results. On the la@thdr these officers
mentioned their nation’s obligation and duty to NATO, or the approprisgesfesharing
burdens as NATO members, more often than they mentioned ratioeatives (e.g.
credibility) in justifying burden-sharing behavior. For examfie, Romanian fellow at
the Army War College offered this explanation for exceeding2titestandard. “The
Romanian President gave two reasons for increasing militgggnélitures: to replace
inferior or outdated equipment for deployed troops and that Romaniadwadnaitment
to meet NATO requirement$® This finding supports the argument that socialization of
NATO norms has influenced the burden-sharing rationale ofamyilélites or at least that
burden-sharing decisions are justified using arguments based atityidehis is
especially surprising given the U.S.-dominated social environmenthesde t two

institutions.

As expected, language indicating the logic of consequences wasdeatent in
the interviews with NMRs at SHAPE. In these interviewssidimilitary officers from
new member states justified their state’s burden-sharingvimebdased on a logic of
appropriateness versus a logic of consequence. National MiRepyesentatives more
frequently mentioned their nation’s obligations and duty to NATO than rieytioned
the desire or need to establish credibility. In fact, approprissenfeburden-sharing was
mentioned nine times versus concerns for reputation only once. One SMénel
Jurgatis, gave this explanation for Lithuanian support to ISAF. “Serfioings to ISAF
was a hard decision because interests in Afghanistan were utzléae Lithuanian
people. But our leaders argued that we were members of NATOhaddto
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participate.*® This is a stronger result than with the senior officers mssigo the U.S.
Army War College and National Defense University, whereatliegoric was more evenly

divided between appropriateness and consequences.

It is interesting that the arguments used by officers assigned to NATECedif
significantly from those of officers interviewed in a more national unstihal setting. It
appears that NATO identity plays a much larger role in the rhetoric used in an
institutional setting where NATO rules and procedures are the standard. néimg fis
in line with the socialization theories, from the international relationsiusg, which
state that international organizations have socializing effects on the indisvidua
participating in them (Checkel, 2005). More importantly for this project, thédgargn
elites explained their country’s burden-sharing behavior largely in teabligations to
NATO. This suggests that even rational burden-sharing decisions are couched in

language based on the logic of appropriateness.

Unfortunately, the number of senior military officers interviewedoth institutional
settings was small. At the U.S. Army War College and thigoha Defense University, the
interviews were limited to countries in attendance. This getegtas out of the control of
this project. Interviews conducted at SHAPE were constrainethéavailability of the
NMRs and by the limited time and financial resources availalVhile the sample size was
too small to make conclusive arguments, the responses suggest thardubbility and

appropriateness play a role in the justification of contributions to NATO htangiklites.
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Certainly, new members of NATO have both instrumental and soatalogi
reasons for their contributions to the alliance. As the CommasfdEstonian Land
Forces stated in an interview, “Estonia supports NATO because &steads NATO.
Active Estonian participation in NATO missions gives weight tovmice in NATO and
helps to ensure that NATO does not become marginalized as arcalliais also an
obligation to provide forces as Estonia supported the NAC decision tiatani
operations.*® Due to their experiences in the Cold War and position near thies ftzf
NATO, many new members take the territorial defense misgidiATO quite seriously.
New members also appreciate their ability to influence thésides of the alliance,
which is in stark contrast to their experience under the Warsst PThis sense of
ownership and security within NATO explains much of the new meshbatingness to
contribute to NATO'’s continued success. As the Romanian Preseimated in 2008,
“the alliance can rely on Romania as a partner that is alveagsy to be a good ally...we
will not hesitate to respond to the policy of the alliance bexawes are part of it and

contributing to the building of this polic$”

Evidence in support of the credibility concerns are also prevaietitei public
discourse of government officials from new member countries that leen accused of
free-riding behavior. Before and after accession to NATO, Hyngaalized that its
contributions to NATO would come under scrutiny. As Hungary's Asdidsr to
NATO stated in a 2001 speech, “only a nation that is willing andyraathke its’ [sic]
share of burdens can count on the support of otierdDbmestic political actors also
take advantage of these contributions or lack of contributions to gjantian or political
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support. In 2008, a member of the opposition Christian Democratic Raltyngary,
Istvan Simicsko, criticized the low defense spending by the gowesrnexplaining that it
hurt the international reputation of Hungary. "EmbarrassinglyhiwiNATO only

Iceland spends less on defence than HungdPy."”

What is also interesting is that military elites from olt#&TO countries tend to
attribute new member burden-sharing behavior to instrumental cenegtim credibility.
This is true in both institutional settings. In interviews conduetiethe U.S. Army War
College, officers interviewed attributed new member burdensgipatecisions to rational
motivations, such as a desire to prove credibility to either thetl&tates or NATO. “New
NATO members, especially first three (the Czech Republic,gliyn and Poland), joined
NATO to increase security against Russia. They aréngitb contribute to the alliance just
to prove to NATO, and especially to the United States, that tleewarth the cost™ This
focus on the logic of consequences was also true in interviews afenior political and

military officials interviewed at NATO in January of 2008.

Interviews with Senior Political and Military Officials in NATO

Evidence in support of the credibility explanation for burden-sharing is most
prevalent in the language used by political and military officials aeditp NATO and
the U.S. Mission to NATO. Most officials interviewed interpreted the burdermagha
behavior by new member states as an attempt to demonstrate credibility #ntbwioe
NATO alliance. Mr. Bruce Weinrod, Defense Advisor to the U.S. Mission to NATO

described new member burden-sharing in rational terms. “New memberowsanint
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that they are serious about their commitments... Their own historic expenekes

them want to deal directly with security threafs."SACEUR's executive officer,
formerly the Assistant Army Attache’ to Warsaw, explained that “Polaaritsmo prove
themselves and demonstrate that they have something to contribute to the affiance.”

These interviews also offer insights into the perceptions of new member burdeg-sha

All of the officials interviewed also stated that new members, in general, are
carrying their weight in NATO burden-sharing. About half of these off@#ribute
shortfalls in burden-sharing to a lack of capability rather than a lack afign#éss. This
is true for both political and military elites. According to the NATO Deputy&ary
General, “the new members have a lot of political will; their approach as eevbens of
the club is that they want to show that they are up to the task of being members of
NATO.”*® The Supreme Allied Commander, General Craddock, specifically mentioned
new members that were “carrying their weight, although they have dircegeabilities.

Some good examples are the Czech Republic, Estonia, Lithuania, Poland, and
Romania.?® Thus from the outside, new member burden-sharing is largely viewed as a

desire to demonstrate credibility and worth to the alliance.

Another interesting finding is that this assessment of new member burdergshar
was also shared by representatives by the leading country of NATO, tieel States.
During a web chat in 2008, The U.S. Ambassador to NATO, Victoria Nuland, stated that
“we have been impressed by the commitment of all our new Allies to bring dsasuc
they can to the tabl€™ This characterization is interesting in that the U.S. government's
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assessment of recent contributions from other NATO members has not been very
favorable. As the theoretical “bill-payer” for free-riding behavior, one dewpect the
United States to be highly critical of those countries not contributing thesHare to
the alliance. In fact, the United States has been very outspoken in tryingde coer
members of the alliance to increase their contributions to both defense spending and the
NATO mission in Afghanistan. The U.S. Secretary of Defense, Robert Gateshéol
Senate Armed Services Committee in early 2008 that he was frustrateltlelditaal not
lived up to their commitments in ISAF. “l worry a lot about the alliance evolvitaya
two-tiered alliance, in which you have some allies willing to fight and diecieir
people’s security, and others who are n8tGiven this level of criticism by the United
States, the favorable characterization of new member burden-sharing is@een m

convincing.

The Psychology of performance: Capability versus Willingness

Before moving to the case studies, it would be helpful to examine the distinction
between the lack of capability versus a lack of political will in evaluatinddmisharing
performance. Several studies in psychology have examined the diffestneen
motivation and ability in their relation to performance. Fogli, Sackett, aneicked
suggested that motivation and ability played a different role depending upon whether t
performance required a typical or maximum level of effor& maximum performance
was characterized by an awareness of evaluation, acceptance ofiorsdrtectnaximize

efforts, and a relatively short duration. In these situations, ability wasajoe m
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determinant of performance. In 2007, Anderson and Klehe verified this model’s finding
that the correlation between ability and performance increased duringnomaxi
performance® Using this criteria, NATO missions receive much greater publicisgrut

by NATO and the United States than other measures of burden-sharing, sucinse defe
expenditures, which take place over an extended period of time. Because of NATO'’s
consensus procedures, changes in levels of effort during NATO missions also imply
acceptance. Therefore, lessons from studying maximum performance cormbtitths

provide insights when evaluating contributions to NATO missions.

Psychology also makes the distinction between controllability and intentyonali
in explaining social motivatioPt. Interpretations of behavior differ based on whether the
cause of failure was controllable (actor had the ability to change thenwetor the
cause of failure was intentional (the actor willingly failed). Not ssipgly, other
people tend to respond more favorably to behavior caused by a lack of capabilityaversus
lack of willingness. The same is true in NATO where burdens have histobegly
assigned based on the ability to bear them. The alliance is tolerantrtd effiostrained

by a lack of capability, but not by a lack of willingness.

According to NATO’s 2006 Comprehensive Political Guidance, capability is
defined as “sufficient fully deployable and sustainable land fof¥e#f. hew members
were, in fact, willing but lacked the capability to burden share, then an observable
implication would be that contribution to NATO missions should have increased over
time as new members increased the number of deployable and sustainablecknd for
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By looking at case studies of individual new member countries, it is possible toideterm
whether or not new members’ contributions have increased since gaining membership to
NATO. If so, this would indicate that earlier burden-sharing behavior wag@mesl by

a lack of capability versus willingness.

Overview of Case Studies

This section looks at a select group of new NATO memberstterhenderstand
the burden-sharing results from previous chapters. The casess sauglibroken down
into two parts, each related to a different dependent variable. The firstgiarhatically
looks at the independent variables (based on the model of militasneéitures in
Chapter 4) that effect defense expenditures. For example statge should have higher
military expenditure rates as a percentage of GDP tharlesnrmaembers. Two
constraints on burden-sharing are also examined that were not ingiuthedregression
model: GDP per capita and debt as a percentage of GDP. Sithteshigher GDP per
capita should be better able to afford greater military expenslitugtates with higher
levels of debt should have less flexibility in increasing thewels of military

expenditures due in part to EU fiscal constraints.

The second part of the case study examines contributions to NATO misisions.
looking at troop contributions, it is necessary to first understand the strategigtcomd
decision-making process within which those decisions are made. Since tbgistra
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context differs for each country, it is discussed briefly in the first paach case study.
The decision process to send troops to NATO missions also varies from country to

country and is discussed individually for each case study.

A closer examination of contributions to NATO missions provides an opportunity
to distinguish between the two components of performance: capability and wiiingne
If a lack of willingness is to blame for lower contributions from new memberns tthep
contributions should have decreased over time. However if lagging commitments to
early NATO missions were due to a lack of capability, new member contribstioadd
have increased over time as capabilities increased. There are twoomstiraints to
troop contributions examined in these case studies: public opinion and force size. The
results would be even stronger if contributions increased in the face of domestalpolit

opposition and reduced force structure.

Factors common in all Case Studies

All of the case studies examined share some common features: Cold Waw links t
Russia, NATO and European Union socialization efforts, and democratic budget
processes. All of the countries in this case study share a common histqeratece in
the aftermath of World War II. All five countries were occupied by Soviet ttadbpsgh
the occupation of Romania ended in 1958. With the exception of Estonia, all of these
countries were members of the Warsaw Pact. To varying degrees, the Sovreoftkm

interfered in the domestic politics of these Warsaw Pact nations (Estoniia lost
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sovereignty in 1941). This common background informs the threat perception each of

these countries has of Russia today.

All five of the countries also underwent NATO socialization proggss The
members of the 1999 wave of new members joined the Partnershipatm pregram in
1994. The Czech Republic, Hungary and Poland joined NATO in March 1999. Given
their history with Russia and Germany, the NATO Article 5rgnee meant a great deal
to these countries. All three of these new NATO statesdadine European Union in
May 2004. Estonia and Romania also joined the Partnership for Pegcamprn 1994.
Like all 2004 new members, they had to undergo the MAP process pgamiog entry
into NATO. This was done simultaneously with their preparationseftry into the
European Union, which also required significant reforms and @epar Romania
joined NATO in 2004, but it did not join the European Union until 2007. Unlike
Romania, Estonia joined both NATO and the European Union in 2004. Gteskedth
Estonia and Romania were exposed to a longer and more structur@izaoaon effort

than were the nations in the 1999 wave.

As a relatively new members of the Western community, these countres fac
conflicting institutional pressures on defense spending. Commitments to NAT®eand t
European Union’s European Security and Defense Policy (ESDP) encourage siember
maintain sufficient levels of military spending and capabflityOne of the reasons
behind ESDP is an EU effort to increase the military capabilities of isb@es. This

effort was outlined through the Helsinki Headline Goals in 1999, which were later
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deferred in 2004 under the Headline Goal 2010. Every six months, the European Council
receives a progress report on military capabilittesiowever, neither NATO nor the EU
has formal mechanisms to sanction members that do not meet military spending or

capability goals.

On the other hand, all new members and aspiring members of NATO are also
members or candidates for the European Monetary Union (EMU). Under the EU,
military expenditures are constrained by the Maastricht Criteria an@tivergence
criteria of the EU Stability and Growth Pact. The Stability and Grdrect stipulates
that budget deficits can be no more than 3% per year and government debt no more than
60% of GDP. Performance against these criteria is used as one of the conalitions f
entrance into the EMU. What is unique though is that this Pact also empowers the
European Council to financially penalize participating members that fail ¢éb timese
standard§® Therefore, one would expect that EU fiscal pressures would constrain these

states military expenditures.

The budget process in each of these countries is similar. yeachthe military
articulates its security needs to the Minister of Defené®, develops a budget proposal
based on guidelines from the Minister of Finance. Once the moeett approves the
budget proposal, it sends the consolidated budget to parliament favalppMilitary
budgets are relatively path dependent and can only decline incrédypné&nata year to
year, as was seen in the results from Chapter 4. Much of deflemiseing in Europe is

non-discretionary in the near term. These non-discretionary expeckete multi-year
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procurement contracts and on-going personnel costs. Given thisagunsh budgetary
flexibility, the main ways to cut spending are to cut progranaedeack operations and

training or reduce force structure.

Case Study: Poland

Poland’s strategic environment is shaped by its history and its location. Under the
Nazi-Soviet Pact prior to World War Il, Nazi Germany and the Soviet Unionctee
divide Poland between each other. Poland fell to these two powers in spite of alliances
with Britain and France. After World War Il, Poland became a satsthte of the
Soviet Union. The Soviet Union often interfered in Polish politics, especially with the
rise of the Solidarity Union in the 198($.Fear of a Soviet invasion supposedly led
General Jaruzelski to impose martial law in 1981. With the fall of the Soviet Union,
Russian troops finally exited the country in September 1993, exactly fifty-éaus after
the Soviet Union invaded Poland under the Nazi-Soviet®aBiven this history,

Poland has been less likely to discount Russian threats. This is especiallyliaie in t
aftermath of the invasion of Georgia in 2008. Polish-Russian tensions have also been
strained due to Poland’s ties to the United States. On November 5, 2008, in retaliation
for U.S. plans to place an anti-ballistic missile system in Poland and thie Repablic,
Russia announced plans to place short-range missiles in Kalinffigratbther

important factor is Poland’s position in Europe. The distance from Warsaw to Moscow is
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1,149 km, making Poland one of the closer NATO allies. Poland also shares a border

with Kaliningrad, a Russian enclave between Poland and Lithuania.

As Poland approaches its ten year anniversary of accession into NATO, it is not
surprising that it no longer views itself as a “new” member of NATO. In facanddias
felt confident enough to make its voice heard in both the EU and NATO. For example,
Poland’s President was highly critical of Russia’s invasion of Georgraavether EU
members were trying to take a more neutral starid. NATO, Poland’s Foreign
Minister recently chastised other members of the alliance for laggmgnitments in

ISAF, stating that there was “no room for free-riding” in NAO.

Poland is one of the largest new member states of NATO. It has a population of
over 38 million (with almost 97% being ethnic Poles) and a total area of over 312,679 sq
km. In 2007, Poland’s GDP equaled $623 bilfdriThis equates to a per capita GDP
(PPP) of $16,200, less than half of that of Spain (at $33,600) and one of the poorest in

these case studies. Poland’s GDP has grown at an annual rate of 10.5% siri¢e 1993.

Unlike some new members, Poland is close to meeting the economic criteria for
the EMU. In 2008, Poland’s deficit was 4.6%, while its public debt has remained around
54% of GDP which is below Maastricht levels.Due to growing fiscal pressure
resulting from the recent global economic downturn, Poland will face increassgypre

to cut military expenditures. While the Ministry of Defence budget increased 9.1%
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between 2007 and 2008, Poland recently announced that it is revising its 2009 budget to

keep its deficit level steady.
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Figure 6.1: Polish GDP in $Billions (USD)

In her study of burden-sharing in the Warsaw Pact, Condoleezza Rice suggested
that Poland was a “passive free rider” during the Cold War, due to its reldtvwely
defense expenditurés.Poland has not continued this behavior since joining NATO in
1999. In fact, Poland is one of the few NATO countries to come close to meeting
NATO'’s burden-sharing target of 2% of GDP. A general political consensides
Poland to maintain its relatively robust level of military spending. Accoridiriige
Minister of National Defence in the current government, “all ruling paegree on the
2% (level).”® Oftentimes obligations to NATO are used to justify resource allocdfions
This commitment to meeting NATO standards has been embedded into Polish law, which

makes it easier for governments to fulfill NATO obligations. On 25 May 2001, the
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Polish Parliament (Sejm) established a five year defence plan “sinygullaat Warsaw
will spend no less than 1.95% of its gross national product on defence in an effort to
bring the Polish armed forces closer to NATO military and interopésasiandards.”
Beginning in 2005, this budget was fixed at 1.95% of the previous year's GDP as

opposed to its projected current year GBP.

Given its political commitment, it is not surprising then that Poland’s defense
expenditures as a percentage of GDP have remained relatively constaningve&#yo
since 1999. This is much higher than Spain, which is larger (approximately 192,000 sq
km and 2 million people greater than Poland) and much wealthier than Poland. Spain’s
military expenditures have declined from 1.3% in 1999 to 1.2% of GDP in 2007. This is
consistent with the results in Chapter 4, which show that greater wealth does not
necessarily equate to greater burden-sharing and that new memiligsy mi

expenditures would be a greater relative proportion of GDP than old members.

The second part of the case study examines the second measure of burden-
sharing: troop commitments. Poland has much greater flexibility in itSoesi® make
troop commitments to NATO. While the separation of powers on foreign policy is
somewhat unclear in the Polish Constituffothe process for deploying Polish troops is
straightforward. Whenever the government wishes to send Polish forces abroad, the
Minister of Defence sends a proposal for commitment of forces to the Prim&tédvini
Under Polish law, the President (as the Commander in Chief) approves the decision t
deploy troops abroal. If the President vetoes an operation, it takes a two thirds vote to
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override his or her decision. The President can decide the number of troops, the
equipment sent and the duration of the mission. Thus the President has some autonomy
from the pressures of public opinion in deploying troops. However, Parliament balances

this power by controlling the military budget.

Poland was generally “reluctant to become involved in the third world,” under the
Warsaw Pact' This tendency has been reversed under NATO. Poland has shown an
increasing willingness to support NATO operations. As discussed in the lpggrgcha
Poland’s relative contribution to SFOR (averaging 316 troops per year) roughlg@qu
1.9% percent of the NATO force. Poland increased both its actual and relative
contribution to KFOR (averaging 527 soldiers per year) to about 2.3% percent of the

NATO force.

Poland has also been a big supporter of the War on Terrorism. As discussed in
the last chapter, Poland had one of the largest contingents in Iraq under the iMoidtinat
Forces (starting at over 2,000 troops and ending the mission with approximately 900
soldiers in 2008). Poland was also one of the earliest members of the coalitiomgnsert
special operation forces even before the bulk of U.S. troops invaded. The decision to
support Operation Iragi Freedom was made in the face of strong domestic opgositi
Polish participation, with aimost 60% opposing participation in 260t the request of
the United States, the government twice delayed its planned withdrawak&gm In

the 2007 elections the opposition party, Civic Platform, made withdrawal from Irag one
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of its campaign promises and won the elecffdnin 2008, Poland withdrew its

remaining forces from OIF.

While early contributions to ISAF were constrained by commitments to OIF,
Poland gradually shifted the focus of its efforts to ISAF, the NATO mission in
Afghanistan. In September 2006, Poland responded to requests from NATO to fill
increasing ISAF requirements. In fact, only Poland offered to send additioopsit
Since 2007, Poland has shifted additional forces from Iraq to Afghanistan. At the request
of NATO, Poland again agreed to significantly increase its contributions toilf52F07
and in 2008. Since 2007, Poland’s relative contribution to ISAF increased to 2% of the
total NATO force (approximately 937 soldiers in 2007 and 1,130 soldiers in 2008).
Poland has committed to increasing this force to 1,600 in 2009. As a point of
comparison, Spain’s contributions to ISAF have declined from approximately 1,200

soldiers to around 800 soldiers during this same time period.

Qualitatively, Polish contributions are also superior, in that these forcektae
for the more dangerous eastern part of Afghanistan. Polish forces wiitioaet in
Ghazni province in southern Afghanistan, compared to Spanish forces that are stationed
in the relatively quiet Regional Command West. In addition, Poland will provide
helicopters to support ISAF (a critically short item) and will make thesiéadle to other
NATO forces in the soutft. Polish officials are proud to point out that their forces in
ISAF have no caveats, a major point of contention within the alliance. Poland’srForeig
Minister suggested that a state which contributes “without caveats giges'#v In
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contrast, there are some fifty national caveats imposed on NATO forceshn These
caveats, though always a factor in NATO operations, inhibit the flexibrlidy a

coordination of NATO operatiori€.

Poland’s decision in 2006 to increase participation in Afghanistan was made in
the face of strong domestic opposition. The initial decision faced significacisan
from the opposition, which protested sending Polish troops into a combat nffsgion.
was hard to justify supporting an operation some 4,000 km away from NATO'’s borders.
In a 2007 public opinion poll, 77% of Polish respondents were against Polish
involvement in ISAE® and over 70% doubted whether NATO’s mission to Afghanistan
would contribute to peace in that countfyHowever, both recent Polish governments
have held firm in their support of the NATO mission. Shortly after becoming the
Minister of Defence, Bogdan Klich stated that Poland would remain committed to the
NATO mission in Afghanistan “with the view to Poland’s credibility in NAT®.”
Recently, the Minister of National Defence also stated that Poland had mboutle
further extensions of the missidf. The United States has certainly looked favorably on
Poland’s contributions to Iraq and Afghanistan. The Polish Military has recdiedta

$750 billion in military aid under President Buh.

Poland’s record of troop contributions is interesting because it provides insights
into the willingness versus capability issue of burden-sharing posed in ChaptehBg. |
nine years since attaining membership, Poland’s average and maximum troop
contributions to individual NATO and U.S.-led missions have increased steadily (se
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Table 6.1). In 2008, Poland had over 2,300 troops deployed between Afghanistan, Iraq,
and Kosovo compared to only 1,200 in 1999. This level of support to NATO is
remarkable in the face of the strong domestic opposition already mentioned and the
rational incentives for Poland feee ride Based on the collective security guarantees of
NATO, Poland shifted focus from a larger territorial defense orientatwartts a more
deployable crisis management force structure. During this period, the sieeRilish

armed forces has dropped from 205,000 in 1999 to 150,000 in 2007, a reduction of
approximately 25%8* By 2010, this will be reduced further to 125,000. Concurrently,
the Polish armed forces have undergone an extensive modernization and transformation.
By the end of 2009, Poland will have a completely professional army. In addition, many
missions that were not inherently military have been transferred to otleitysec

agencies.

With its military transformation, Poland has been able to provide a larger and
more capable percentage of their armed forces to NATO missions sinog NI O.
In 2007, the number of Polish ground forces deployed equaled about 4.5% of its land
forces. In 2008, this percentage will increase to 5.8%his increasing level of support
in spite of domestic opposition and declining force structure lends credence to the
proposed explanation from the last chapter that what appeared to be free-ridingrbeha
might have been a lack of capability versus a lack of political will. As caed® below
in Table 6.1, as Poland has increased capability, they have also increased their

contributions to NATO missions.
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Table 6.1: Poland’s annual contributions to NATO/U.S.- led missions

SFOR

(1999-2004)

KFOR

(1999-2008)

ISAF

(2003-2008)

OIF

(2003-2008)

AVG

316

527

410

1700

MAX

450

763

1,130

2,300

Case Study: the Czech Republic

While the Czech Republic shares a similar recent history with Poland, aestrong
case could be made for the fear of abandonment argument in the case of the Czech
Republic. In 1938, France and Great Britain signed the Munich Agreement with
Germany and lItaly, ceding part of Czechoslovakia to Germany in an attempt &aseappe
Hitler. This was in spite of a Czechoslovakian security alliance with Fragroedsn
1924 The Munich Agreement was widely viewed as a betrayal of the Czech people.

To this day, Czech Foreign policy lives under the “shadow of Murlich.”

The Soviet Union actively intervened in Czechoslovakia twice during the Cold
War. Czechoslovakia initially maintained a freely elected government,rkaevtihe
National Front Government, with about half of ministers coming from outside the
Communist Party. In February 1948, a majority of non-communist ministers @ecam
disgruntled with Communist excesses and resigned from the government in the hopes of
forcing a new election. Instead, the Communist Prime Minister, with assesfrom the

Soviet Union, headed a coup and formed a government that was dominated by the
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Communist Party. The Czech population became increasingly disenchanted with the
communist system in the early 1960’s. In 1968, Czechoslovakia initiated a series of
democratic, economic, and social refoffhsThis liberalization movement, known in the
west as Prague Spring, was threatening to Moscow. In August 1968, the Soviet Union, in
conjunction with other Warsaw Pact military forces, invaded Czechoslovakizaavite
400,000 to 500,000 troops. Following the invasion, some 300,000 people emigrated from

Czechoslovakia.

In 1989, the Velvet Revolution toppled the communist regime in Czechoslovakia.
At the request of President Havel, Russian troops finally exited the country if®1991.
After elections in 1992, Czechoslovakia’'s federal government acquiesced to thesrequest
of the Czech and Slovak Republics to separate into two distinct coufitri@he Czech
Republic is in a more benign geostrategic position than Poland. No longer a border
country of the Warsaw Pact, the Czech Republic is today surrounded by NATO
members. The distance from Prague to Moscow is 1,664 km, making the Czech Republic
one of the furthest new NATO members from Russia. However, the Czech Republic
(like Poland) faced Russian threats in retaliation for agreeing to hossgestiams in

support of the U.S. missile defense system.

The Czech Republic and Hungary (like Belgium and Portugal) are about the
median size of NATO members, with a population of just over10 million (over 90%
being ethnic Czechd* Thus they might be expected to spend a smaller percentage of
their GDP on military expenditures based on the results of Chapter 4. The Czech
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Republic’s total area, at 78,866 sq km, is smaller than Poland (312,679), Hungary
(90,030) and Portugal (92,391), but larger than Belgium (30,528). Even during the Cold
War, Czechoslovakia was wealthier than other Eastern European countries and had a
relatively small amount of external défit. The Czech Republic remains a relatively
wealthy member of NATO, with a GDP of $251 billion in 208%.This equates to a per
capita GDP (PPP) of $24,500, which is less than Belgium ($36,200), but larger than both
Hungary ($19,300) and Portugal ($21,84). The Czech Republic has experienced an

annual average growth rate of almost 1986.

As with all new members, the Czech Republic also faces the conflicting EU
pressures on defense spending. However, the Czech Republic is in a relativgbr stron
position in this regard than other new EU members. In 2008, the Czech deficit was 3.1%,
while its public debt has remained around 35% of GDP, which is well below Maastricht
levels!®® This is partially attributable to a sound fiscal policy, including a declinig le
of social welfare expenditure. By 2003, social expenditures as a percentage baGD
dropped from over 258 to approximately 21% of GDB? Thus the Stability Pact

imposes a less onerous constraint on the Czech Repubilic.

During the Cold War, Czechoslovakia generally ignored Warsaw Pact spending
targets. In fact, after 1968, the Czechoslovakian military expenditures continued t
decline as a percentage of GDP and exceeded only those of Hungary andaRdmani
measured in dollar®? As a member of NATO, the Czech Republic has been more
willing to devote resources to support military capabilities. Czech dedsipsaditure,
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as a percentage of GDP, is below NATO'’s burden-sharing target of 2% of GDP, kut clos
to the NATO average. While the Czech Republic met or exceeded NATO stafndards
1999 to 2003, its expenditures began a gradual decline coinciding with the second round
of NATO expansion in 2004. This fact is interesting in that the Czech Republic is one of
the wealthiest new members. In the last few years, the defense bugleehaut to

1.6% of GDP. However, this average rate of expenditure (1.96% since 1999) was
consistently above those of founding NATO members of comparable size (Belgium a
Portugal). This average was also above the Czech Republic’s much larger neighbor

Poland, and the other 1999 member, Hungary (see Figure 6.2).
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Figure 6.2: The Czech Republic’s military expenditures vs. older methbers

Having examined defense expenditures it is now necessary to look at troop
commitments. According to the Czech Constitution, the President is the comnmander i

chief of the armed forced! However, it is the Czech cabinet and Prime Minister who
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must first approve a mission before sending a request to Parliament for apjiastal.

year, the Ministry of Defence submits a list of troop and budget needs to the government,
which includes planned deployments. The government submits these to Parl@ment f
approval*'? Decisions to send Czech military forces abroad are then included in a
government resolution, the most recent one being Resolution No. 1179 passed on October
22, 2007:*® The Ministry of Defence announced in 2008 that it planned to pass a new
resolution including an increased presence in ISAF in 2H08lowever, the Czech

Parliament failed to approve this resolution in December 2009 by two votes, due to the

opposition of the Social Democratic Par§8SD)) >

The Czech Republic has also been an active supporter of NATO operations. As
discussed in the last chapter, the Czech Republic’s relative contribution to SFOR
averaged 325 troops (declining from a high of 560 troops in 1999). This level of
commitment represented 1.0% percent of the NATO force, while the Czech Republic
comprised approximately 1.3% of NATO'’s population. The Czech Republic increased
both its average and relative contribution to KFOR (averaging 365 soldiers p&oyea
1999 to 2008) which equaled about 2.0% percent of NATO force. As discussed in the
last chapter, the Czech Republic also committed 300 troops to Operation Iraqi Freedom
beginning in 2003. The decision to support Operation Iragi Freedom was made in the
face of significant domestic opposition to Czech participation. With both Geramehy
France objecting to the invasion, the population was unsure that the Czech Republic
should participaté'® Last year, the Czech Foreign Minister, Karel Schwarzenberg from
the Green Party, called for the complete withdrawal of Czech forces frott OIF
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Like Poland, the Czech Republic supported the U.S.-led Operation Enduring
Freedom in Afghanistan, prior to ISAF. In 2008, the Czech Republic provided up to 100
Special Forces troops in the Kandahar region, in support of &§Em average, the
Czech Republic’s annual contributions to ISAF were 378 troops, although this has
increased to 415 in 2008. For three years the Czech Republic contributed forces to a
German Provincial Reconstruction Team (PRT) and in 2008 they opened their own PRT
in Logar province. The Czech Republic also provides a chemical detachment, an
Operational Mentor and Liaison Team (OMLT), and air traffic control groulpan t
capital of Kabul. At the request of the Dutch government, the Czech Republic also

increased the size of their forces in southern Afghanistan.

The Czech contribution to ISAF exceeded its relative percentage of the NATO
population. This level of commitment is impressive, given that the Czech government
also faced domestic opposition to participation in Afghanistan, especiytire
Communist Party and more recently from the opposition party, the Social Désttotra
The Czech government even had to sell government bonds to fund these additional
operational expenditurés® In October 2008, the Czech government announced that it
wanted to increase this number to 745, or almost double current levels. The Czech
Republic has also agreed to donate twelve critically needed helicopteghtmistan,
six of which have already been delivered. In addition, the Czech Government takes pride
in pointing out that Czech units in Afghanistan are not restricted by any sad%eat
Prime Minister Mirek Topolanek stated that the pending increase in contributisns wa

due to “growing responsibilities in the region and obligations to our allies in NA¥O.”
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However, this move is being opposed by the opposition Social Democratic G38P)
and again by the Communist Paff According to a recent poll, 70% of Czech

respondents were also against this increased commitfient.

A 2005 report from the Czech Minister of Foreign Affairs suggests that the Czech
government feels that it is supporting NATO operations within its capaliilityhe
Czech Republic’s high level of support to both NATO and to U.S. operations has also
been rewarded by the United States. According to the U.S. State Departhee@zéch
Republic has made a significant contribution to the War on Terrorism relatige to it
size.™" Therefore it is not surprising that the Czech Republic, like Poland, has received
side payments from the United States in return for its efforts. In 2006, total U.S.

government assistance to the Czech Republic equaled over $10 Mfllion.

Since 1999, the Czech Republic has steadily increased its average troop
contributions to individual NATO missions (see Table 6.2). The Czech Republic had
almost 1,000 troops deployed between Afghanistan, Iraq, and Kosovo in 2008, compared
to only 720 in 1999. The number of Czech ground forces deployed represented about
8.9% of its land forces, which exceeds NATO standards of8%.the current MOD

proposal is approved, this will increase to 1,400 troops in 2009.

This level of support is impressive in the face of a reduction in the Czech armed
forces from around 73,591 professional and conscript soldiers in 1995 to 25,177
professional soldiers in 2008, a reduction of almost #%.ike Poland, this reduction
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in force structure was undertaken to meet NATO requirements. As with Poland, the

Czech Republic’s performance in spite of political and force structure constrai

supports the conjecture that as capability increased, so too did contributions to NATO

missions.

Table 6.2: The Czech Republic’s annual contributions to NATO/U.S.- led missions

SFOR

(1999-2004)

KFOR

(1999-2008)

ISAF

(2003-2008)

OIF

(2003-2008)

AVG

720

784

888

124

MAX annual

560

553

415

300

Case Study: Hungary

Its World War Il experience differs from Poland and Czechoslovakia in that
Hungary was an ally of Germany during the war. Hungary was finally conquetkd b
Soviet Union in April 1945, and a communist government was instafteBollowing a
series of democratic reforms in 1956 and a popular revolt against the Commuaist sys
Soviet troops temporarily withdrew from Budapest. Hungary also announced its
withdrawal from the Warsaw Pact on November 1, 1956. In response, the Soviet Union
invaded the country on November 3, 1985. The legitimate Hungarian government
was ousted and a new Communist government installed. The Soviet Union stationed

around 45,000 troops in Hungamytil 1991, when they exited both Hungary and the

292



Czech Republicd®® Today, Hungary is surrounded by EU and NATO members and
aspirants. The distance from Budapest to Moscow is 1,565 km, similar to the Czech
Republic. According to its National Security Strategy, Hungary now fadasnal risk
from traditional military aggressioli? However, Hungary shares a border with Serbia,
and therefore remains concerned with potential ethnic conflict and instaibilitg

Balkans.

Hungary has a slightly larger land mass than the Czech Republic and roughly the
same size population, around 10 million (over 92% being ethnic Hung&tian).
Historically, Hungary has had a more agriculturally based economy thahdSkmakia.
Hungary is also a relatively poorer member of NATO, with a GDP of $192 billion in
2007%® This equates to a per capita GDP (PPP) of $19,300, which is smaller than either
Belgium, the Czech Republic, or Portugal, but is greater than PGiamtlingary has
grown at a much slower rate than other new members, but still managed an annual
average growth rate of 8.6 % from 1993 to 2686.However, this rate of growth slowed

to about 2% in 2007 due to government programs to reduce public sector sp&hding.

Of all of the new members of NATO, Hungary faces the most fiscal cantstrai
due to the EU’s Stability and Growth Pact requirements. While Hungary wassaiyer
in its post-Cold War economic privatization efforts, it was also saddled wiglx@ansive
social welfare system and large amount of public débtUnder economic reforms
initiated by Finance Minister Lajos Bokros, Hungary was able to cutlssgpenditures
as a percentage of GDP from 32% in 206 23% of GDP in 2006'* However, it still
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has a long way to go. In 2008, the Hungarian deficit was 7.8%, while its public debt has
remained around 72% of GDP. Both of these are well above the Stability Pectlevel
well as above those of the other new membErdnterestingly, only Belgium (90%),

Greece (106%), and Italy (119%) have higher percentages of debt than Hungary. Thi
high debt load may also contribute to Hungary’s low military expenditures which, at

1.1% of GDP in 2007, are at the same level as Belgium.

Even as a member of the Warsaw Pact, Hungary had a reputation as a free-
rider’** In a Cold War study on burden-sharing, Bruce Russett stated that Hungary was
“consistently at the bottom of the D/GNP list... The need to appease Hungarian
consumers, a legacy from 1956, accounts for [its] laggardi&ds.the late 1980s, the
Soviet Union and other Warsaw Pact countries attempted to pressure Hungary into
increasing its defense expenditures, with little effect. During that tiangary had the
smallest military budget in the Warsaw PHEtWhen Hungary applied for NATO
membership, it promised to keep military expenditure at a minimum between 1.7 and 1.8
% of GDP'*" However, Hungary has found it difficult to meet this commitment. Former
Hungarian defense minister Gyoergy Keleti admitted “that in order to adNkV©

membership the country had made commitments it was not prepared to'®ep.”

Since gaining NATO membership in 1999, Hungary's defense expenditures, as a
percentage of GDP, have been consistently below NATO’s burden-shagagdb2%
of GDP. In 2002, Hungary’'s Ambassador to NATO lamented Hungary’s dismal record.
“The problem is that, after getting into the club through considerable effortppaesi
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caring.™° Since joining NATO, Hungarian military expenditures have been, on
average, 1.5% of GDP. This rate has steadily declined since 2003. Hungarygeavera
expenditures are below that of Portugal (1.8%) and the Czech Republic (1.96), however

they are above Belgium’s average of 1.2% over this period (see Figure 6.3).

NATO officials and other member countries have voiced their frustration with
Hungary'’s failure to follow through on their defense spending commitments. In 2004,
the NATO Secretary General chided Hungary for its low level of defequnditures=>"

More recently, in 2007, a British Member of Parliament called for a suspension of
Hungary's NATO membership. Both Hungarian political and military leaders
acknowledged that Hungary had to do better. Istvan Simicskd, a member of therChristia
Democrats (KDNP), suggested that his country’s lackluster effort putatyiag

international reputation at stake. "Embarrassingly, within NATO onkahcespends less

on defence than Hungary>* At the 2008 NATO meeting in Budapest, the Hungarian
Defense Minister announced that Hungary would increase its defense expsrimitQr2
percent in the next five yeal¥. However, even this meager improvement will be

difficult to accomplish given recent economic problems. In 2008, Hungary was given a
$25.5 billion bailout package from the IMF, EU, and World Bank. The conditionality
imposed on these loans might add additional pressure on Hungary to cut its government

expenditures even further in order to lower the deftit.
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Relative Military Expenditures
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Figure 6.3: Hungary’s military expenditures vs. other NATO menbBers

A better picture emerges when looking at troop commitments even though the
constraints for Hungary are significant. In Hungary, the President’srthe imilitary is
more limited than in Poland. The President only controls promotions and firings of
military personnet®® In order to deploy forces overseas, the Hungarian Parliament must
first approve the operation in law. This even applies to aircraft particigatmditary
exercises. Once NATO identifies a requirement, the Military ChiStaff submits a
request to the Ministry of Defence. Once the Prime Minister and governppgovea
the request, it is sent to Parliament for approval. Therefore these decisiomsch

more sensitive to public opinion.

As a member of the Warsaw Pact, Hungary was reluctant to send forcestabroa
support Soviet foreign policy, unlike Czechoslovakia which was very active in the Third

World.**® Hungary has not carried this reluctance forward into NATO missions. As
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discussed in the last chapter, Hungary’s average contribution to SFOR was 280 troops
between 1999 and 2004, slightly below that of the Czech Republic (325), and well below
that of Belgium (402) and Portugal (398). Like the Czech Republic, Hungarasecre

its average contribution to KFOR to 342 troops per year. While Hungary’s average
contribution was still below that of the Czech Republic (365) and Belgium (592), it
exceeded that of Portugal (310) during the last ten years of KFOR. Howevgarifan
participation in KFOR was noteworthy, given the concern over retribution ag#insgt e
Hungarians living in Serbia and tenuous public suppértHungary also provided

significant logistical and transportation support and critical air and landitrauthority

in support of NATO operations in the Balkan®. These unique contributions are hard to

guantify and balance against other national contributions.

Hungary was also keen to demonstrate its support to the United States during
Operation Iragi Freedom. As the Hungarian National Military RepraSeatstated in an
interview, “because the U.S. was involved [in Irag], we had to be th&rédr fact,

Hungary committed 500 troops to OIF in 2003 and approximately 290 in 2004 and 2005
before withdrawing its forces. As in the other new member countries whasrstrong
domestic opposition to Hungarian participation in Iraq. The Hungarian Parliament had
bitter debates about extending the mandate for the forces serving in Iraq, and mos
Hungarians were against involvemé?ft.Hungary’s average participation in OIF

exceeded that of the Czech Republic (124 troops) and of Portugal (124 troops). Belgium

did not participate in OIF.
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In ISAF Hungary’s contributions increased from 130 troops in 2004 to 240 troops
in 2008. This level of contribution (averaging 152 troops per year) was again below that
of the Czech Republic (379), and Belgium (292), but it again exceeded that of Portugal
(72). These Hungarian forces have been committed to a Provincial Reconistiigam
in the Baghlan Province, between Kabul and Mazar-e-Sharif in the north. Hungary also
provides an Operational Mentor and Liaison Team and a Special Forces Tedm. Ast
Hungarian National Military representative stated in an interview thig¢ author, “the
military leadership recognizes that once you join the alliance you alsodguieements
to meet. But the difficulty is to determine how to contribute to operations whiiaglea

with force cuts and a declining budgét®

Hungary’s contributions to NATO missions do not demonstrate a strong
willingness to contribute forces (see Table 6.3). Unlike Poland and the Czech Republi
Hungary'’s total commitment has actually dropped from 1999 (when it had 635 troops in
SFOR and KFOR) to 2008 (557 troops between KFOR and ISAF). Since Hungary has a
much smaller Army than the Czech Republic, Hungary’s percentage of ground forces

deployed equaled about 9.6% of its land foréés.

Hungary’'s Cold War military was too large to be affordable and unsuited for
interoperability with NATO'"® Like the other new members, Hungary thus underwent a
significant modernization and overhaul of its military forces during thisfteime,
including the switch from conscription to an all professional force by #J08ince
joining NATO, the size of the Hungarian armed forces have declined from 68,261in 1999
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to 20,000 in 2007, a reduction of over 76%. While Hungary’s contributions to NATO
are less impressive than that of the Czech Republic, it did make a big commarodat t
in 2003. Therefore it is not surprising that Hungary also received side paynoemtsé
United States. In 2006, total U.S. government assistance to Hungary equaled
approximately $15 milliod®® Unlike Poland and the Czech Republic, it is harder to
characterize Hungary’s lack-luster burden-sharing as a lack abiti&yp Rather it

appears that Hungary lacks the political willingness to fully meet itf®lAbligations.

Table 6.3: Hungary’'s annual contributions to NATO/U.S.- led missions

SFOR

(1999-2004)

KFOR

(1999-2008)

ISAF

(2003-2008)

OIF

(2003-2008)

AVG

280

342

152

217

MAX

314

484

240

500

2004 Wave Case Study: Romania

Romania is one of two countries from the 2004 wave of NATO enlargement
chosen for examination. Romania, like Poland, had security guarantees framdsrita
France at the beginning of World War Il. After ceding territory to both doungnd the
Soviet Union under pressure, Romania joined forces with Nazi GetflafRomania’s
pro-Axis leader, Marshal lon Antonescu, was finally overthrown by Kinghiskl on
August 23, 1944, and Romania was occupied by the Soviet Union in August 1944. Like

the members of the 1999 wave, Romania was a founding member of the Warsaw Pact.
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However, unlike the other countries examined, Romania maintained a relatively
independent foreign policy from the Soviet Union during the Cold War. At Romania’s
request, Soviet troops were withdrawn from Romania in 1&5& addition, Romania
was the only Warsaw Pact country that did not participate in the invasion of

Czechoslovakia in 1968°

Romania had one of the most autocratic governments in Eastern Europe during
the Cold War. In 1989, near the end of the Cold War, Romania violently overthrew the
communist government of Nicolae Ceausescu. Immediately after thatrempthe
National Salvation Front (FSN) ruled Romania and won the first post-commugasoel
in 19907 The FSN became the Party for Social Democracy in Romania (PDSR), and
its candidate, lon llliescu, won the general election in 1992. The PDSR ruled from 1992
to 1996 and again from 2000 until 2004. From November 1996 until 2000, Romania was
governed by a coalition government, formed by the center-right Democratic Comyenti
the center-left Union of Social Democrats, and the Democratic Union of Hangani
Romania (UDMR). In spite of this active party system, democratic instisutiuring
this period were weak and corruption was rampant. Therefore Romania required
significant political reform prior to entering NATO and the European Union h®©five
countries examined in this chapter, Romania was the only country rated by Freedom

House as only partially free after 1991; it did not improve to a free rating until*{996.

Romania is in a relatively secure geographic position. Romania shares a border
with two NATO countries (Hungary and Bulgaria) as well as with Serbia, Mo)cdmd
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the Ukraine. Like the Czech Republic and Hungary, Romania does not share a land
border with Russia. However both Russia and Romania are Black Sea states. The
distance from Bucharest to Moscow is 1,498 km, only slightly closer than the Czech

Republic or Hungary.

Romania is a median-size NATO member, with a combined area of 237,500 sq
km, smaller than Poland, but larger than the Czech Republic, Estonia, or Hungary.
Romania has a population of approximately22.3 million (90% ethnic Romanian and 7%
ethnic Hungarians). Romania’s GDP was $247 billion in 2007; it has grown an average
of 14.9% since 19952 This makes Romania one of the poorest new members of
NATO, with a per capita GDP (PPP) of $11,100, although its inflation rate is modest a
4.8%*"® Despite a high rate of poverty, Romania has a low level of public debt, at
approximately 13% of GDP* and a relatively low budget deficit of 2.6% of GDP in
200717 This low level of debt again relieves Romania of some of the fiscal pressure of

the Stability Pact requirements.

Because of its relatively independent foreign policy and other economic cqncerns
Romania was not supportive of the Warsaw Pact’s spending targets during the Cold
Warl™® Therefore, it spent a relatively small amount of GDP on military expenditures
In contrast, Romania is the only country examined in this chapter to meet NATO
standards in every year, except one, as a NATO member. This is consistent with the
findings in Chapter 4 that wealth was not necessarily correlated withrgnilita

expenditures as a percentage of GDP. Since 1999, Romania’s military expenditures a
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percentage of GDP have averaged 2.16% (see Figure 6.4). In 2003, the Romanian
Government made a commitment to spend a minimum of 2.38 percent of GDP for
defense from 2003 to 20068 While it has not been able to meet this commitment, it has
managed to exceed the NATO standard. The Romanian President gave two mgasons f
this level of military expenditures: the need to update old or inferior equipmieatjin

and Afghanistan and the commitment to fulfill Romania’s obligations to NATO
However, conditions attached to IMF loans, in response to the global economijc crisis
might make it difficult to sustain these high levels of defense spending. In 2009, an
agreement was reached to potentially give Romania a $27 billion loan packaglkdrom t

IMF, EU, and the World Bank’®
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Figure 6.4: Romania’s military expenditures vs. NATO avefdge

Romania has also made strong contributions to NATO missions. Like Poland, the

Romanian President approves the deployment of troops to NATO missions. Article 92 of
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the Constitution defines the President as commander-in-chief of the countmgd a

forces'® However, Parliament has to approve any mobilization of the armed forces,
after the decision is debated in the Supreme Council of National Defence. The
Parliament also has to approve the budget and the number of troops being sent on any
deployment. Parliamentary decisions establish the legal framewaqpkiozipation in

NATO operations and provide the government with the authority and resources necessar

for Romanian participatiotf?

While Romania was very active in the Third World during the Cold War, their
involvement was mostly through diplomatic contacts in Africa. However, unlike som
Warsaw Pact countries, Romania dealt primarily with non-Warsawcherts®®
Romania has been a much more active ally under NATO. As a member of the PfP,
Romania committed 200 troops to SF&R However, this project focuses on
contributions since attaining membership. As in SFOR, Romania’s contribution to
KFOR was relatively modest at 226 troops in 2004 (averaging 180 soldiers per year
between 2004 and 2008). This represented about half of Romania’s fair share based on
percentage of NATO population. Romania also made a significant contribution to the
coalition forces during U.S.-led Iragi Freedom. On February 12, 2003 the Romanian
Parliament voted to join OIF with around 800 tro&PsFrom 2004 until 2007, Romania
had, on average, over 760 troops in Iraq and currently maintains about 496 troops there.
Clearly, Romania wanted to demonstrate its commitment to the United &atasliable
partner. The decision to stay in Iraq after Spain withdrew was not an ed&alpol

decision. The Romanian President, from the conservative Democratic Partgr was
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sustaining the mission, while the Prime Minister, from a small liberal pagy against
continuing the mission. In the end, the President prevailed. A Romanian officer
attending the U.S. Army War College, who was the former plans officeman Ir
attributed that decision to the Romanian view that its true security interessaligned

with a close partnership with the United Stdf8s.

Romania made a significant contribution to the U.S.-led Operation Enduring
Freedom in Afghanistan and to NATO’s ISAF. Retired Lieutenant GenemabBa
former OEF commander from October 2003 until May 2005, was especiallywpodise
of the Romanian contributions to OEF and their willingness to fight with few t=a\/éa
Romania continued this robust level of contribution during NATO operations in
Afghanistan with 950 soldiers deployed in 2006 and averaging over 622 troops per year
since 2004. Secretary General Jaap de Hoop Scheffer commended Romarha after t
Bucharest Summit for its active participation in Afghanistan and other NATO
missions:>® Romania’s participation is also qualitatively above what other allies are
contributing. For example, Romania is one of the few NATO countries deplaying
Afghanistan with its own strategic airlift assets. It has also depléyédops into the
more dangerous southern provinces of Afghanistan, with no national caveats. It is not
surprising then that Romania also received side payments from the Unitesl 3i158.
aid to Romania in FY 2006 totaled approximately $43.55 million, of which almost $17
million was in security and law enforcement assistafit®ore importantly, the United
States maintains a training base inside of Romania that gives Romania an &nhance
feeling of security in addition to increasing the capability of Romaniae$orc
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The increasing level of commitment demonstrated by Romania is consistent wit
the earlier results in these case studies. Both Romania’s average amdimapoop
contributions to NATO and U.S.-led missions have increased steadily since 2004 (see
table 6.4). During this same period, the size of the Romania armed forces has dropped
from 217,400 in 1999 to 76,000 in 20t7. Romania also phased out conscription in
2007 as a part of its modernization and transformation effdrfRomania’s increasing
level of support to NATO missions also lends credence to the explanation that as new

members increased capability, they increased their contributions to NASSNS.

Table 6.4: Romania’s annual contributions to NATO/U.S.- led missions

KFOR

(2004-2008)

ISAF

(2004-2008)

OIF

(2004-2008)

AVG

180

596

764

MAX

226

950

865

2004 Wave Case Study: Estonia

Estonia’s history certainly informs its attitude towards MATBNnd its large
neighbor, Russia. Estonia gained its independence from the Soviet brdiead. With
the outbreak of World War Il, Estonia was invaded by Russian troop84i@ and re-

incorporated into the Soviet Union. In 1941, Germany occupied Estoniacmnd
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Estonians joined the German armed forces. In 1944, the Soviet Union deave N
German forces from Estonia and re-established control over the coufgtgnia again
lost its independence at the end of World War Il. Therefore, utlikether case studies
in this chapter, Estonia was never a member of the Warsaty Ror did it have an
independent army. While Estonia’s path to independence began earli289 over one
million people in the three Baltic countries formed a human chakinly Vilnius in
Lithuania to Riga in Latvia to Tallinn in Estonia to protest agdims Soviet Union. The
following year, Estonia’s Parliament declared its intentionrégain independence.
However, Estonia did not gain its independence until 1991. Since that ggainin
independence, Estonia has had a tense relationship with Russgxct, IRdssian troops
were stationed in Estonia until 1994. This made Estonia one of thedssEuropean
countries occupied by Russian troops. Estonia remains in a vulndrabgis location.
The distance from Vilnius to Moscow is only 867 km, making Estoniaobtiee closest
new NATO members to Russia. Since independence, tensions have edcoyas
attempts to remove Soviet-era memorials and over treatmentstohi&s Russian
minority. In 2007, Russia’s major cyber attack against Estonr@ased anxiety over

security, as did the Russian invasion of Georgia in 2808.

Estonia is one of the smallest NATO countries and is the shalésw member
state. Therefore it should face greater incentivéietoridewithin NATO than our other
countries studied. Estonia has a population of approximatelyl. 3 mi@lg# ethnic
Estonians and 26% ethnic Russians) and shares a border with. RA$s28% of the
population, Estonia’s large ethnic Russian population is second inrdizéooLatvia’s.
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Estonia’'s GDP was $28.7 billion in 2007. This makes Estonia one ofctinestinew
members of NATO, with a per capita GDP (PPP) of $218b0Estonia’s GDP has
grown 8.8% on average since 268@and 18.5% since 199% This rapid growth has led
to a relatively high inflation rate of 6.6% in 2007. In addition tovéslth, Estonia also
has an extremely low level of public debt (3.8% of GDP in 20a&nd a low deficit of

1.2% in 2008’

The security guarantee from NATO is a major pillar of EsteniNational
Security Strategy. In a government sponsored survey, over 6@stafians “named
NATO membership as the key security guarantee for Estbffiadt the first year
anniversary of NATO accession, Estonia’s Foreign Minister ¢tdtat Estonia “must
fulfill all the promises and commitments made when joining NAT&luding the
maintaining of defense expenditures at 2% of GDP....We must not férgel% of
GDP, as a reliable partner in NATO, is... a bigger securityaniae than... even 100%
of GDP without membership in NATO® As in Poland, all political parties in the
Estonian parliament (Riigikogu) agree in principle on the 2%. g&2ommitments to
NATO force goals are often used as support by the MOD to yjusasource
allocations’® There is also strong domestic support for the military in Ezsto@ver
76% of the Estonian population support maintaining or increasing military

expenditure$’*

For the past four years, Estonia has maintained its defense expemndit
approximately 1.6% of GDP. This is well below NATO’s burden-sigatarget of 2% of
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GDP, but on par with the non-U.S. NATO average, 1.7%.

partially attributed to Estonia’s high growth rate. In 2006, Estoméss growth rate for
its GDP was over 11%? In gross terms, Estonia’s defense budget has increased steadily

since accession to NATO (see Figure 6.5). In any casaniBdtas made a commitment

This poor showinigecan

to meet the NATO goal of spending 2% of GDP on defense by 2510.
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Figure 6.5: Estonia’s Defense Budget in €millions (MEHR)

Estonia, though having a small military, has also contributed tdN&perations
and the U.S. global war on terror. Estonia must first get theaglgdirom its Parliament.
The Minister of Defence has been delegated this authority faclé\% missions.
order to contribute to non-Article 5 missions, The MOD requests appifoma
Parliament, through the government, for these missions by outliheagpurpose, the

troop limits, and the time limits.
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Council Resolutions to legitimate participation in these missians farapproval. These

mandates from parliament must be periodically renewed.

Like Romania, Estonia also sent forces to SFOR under the Danitdiddat
However, this study focuses on contributions to NATO after memlperdhi line with
other small NATO members, Estonia’s relative contribution to KFH@®eraging 49
soldiers per year) roughly equaled its fair share based on npegee of NATO
population. While these numbers appear relatively small, Estoniabcdatt a total of
500 troops to UN, NATO, or U.S.-led operations in 2007. This representg &&aof
Estonia’s total defense forces, which is above the European averge eompliance
with NATO’s deployability goal$”® Given Estonia’s current military capability
(especially in the area of manpower), this level of partigpais at its limi® Like
Poland, Estonia had to contend with competing commitments for forcesg dinis
period due to troops participating in Operation Iraqi Freedom. F064 to 2007
Estonia maintained (on average) over 36 soldiers in Iraq. Thisrvtae face of strong
domestic opposition to the Iraq war, with almost 60% opposing the hssiamiin 2005.

This opposition was even higher among Russian Estonians ¢76%).

Like Poland, Estonia had few forces in ISAF prior to 2007. At tlgeiest of
NATO, Estonia sent military forces to NATO operations in ldgistan in November
2006, and they have remained there through 2008. Like Poland, this deasionade
in the face of domestic doubts about the ISAF mission. In a 2007 MinisDefence
public opinion poll, a majority of respondents support discontinuation of Estonian
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involvement in current missions in areas of confii€tThis represents a change over
previous opinion polls that favored continued participation. Estonia saigipation in

ISAF both as a national obligation and as an opportunity to increaseedibility in
NATO.?*® Estonia’s relative contribution to ISAF (approximately 120 soldersyear

in 2007 and 2008) is roughly double its fair share based on population. Estonia’s
Parliament recently increased the mandate for the missietirsin 150 to 180 troops®

In addition to the size of Estonia’s commitment, these foneestationed in the southern
province of Helmand, with Danish and British foré&s This is arguably one of the more
dangerous sectors in Afghanistan and two Estonian soldiers wezd Kiére in the
summer of 2007. Thus Estonian participation is qualitatively abow mhany other

allies are contributing.

As with Poland, Estonian officials were proud to point out that theagefin
ISAF have no caveats, a major point of contention within the adliaric an address to
Parliament in 2006, the Estonian Foreign Minister justified thisl leveommitment in
Afghanistan by stating that it strengthened Estonia’s positiddATO.?*'* The Deputy
National Military Representative from Estonia at SHAPEIfest their commitment to
ISAF using the logic of appropriateness. “We don’t want to be ¢mé security

consumers when we are members of NATE.”

Like most of our other case studies, Estonia’s contributions to NATO missions
have increased over time (see table 6.5). This level of support also lends credkace t
capability argument. Unlike our other case studies, Estonia was never an independent
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country under the Warsaw Pact. During the post-Cold War period, Estonia has had to
build its armed forces from scratch. The size of the Estonian armed f@sencreased

from 3,270 in 1999 to approximately 5,000 in 2087 .Estonia was the only new

member examined that actually increased its force structure during tioid. pkr spite

of its small size and relative lack of military experience, Estonia iseteis

contributions to NATO missions after gaining membership. This burden-sharing
behavior supports the commitment made by Estonia’s Foreign Minister atghaiflamg
ceremony at NATO Headquarters in 2004. “Estonia has already demonsgrated it
trustworthiness as a partner in Bosnia, Kosovo, Afghanistan, and also in Irag. Now, as a
full member of the Alliance, our responsibility in addressing common threatsns e

greater and we intend to meet our obligations as a reliable ally in the futurd. 8 wel

Table 6.5: Estonia’s annual contributions to NATO/U.S.- led missions

KFOR

(2004-2008)

ISAF

(2004-2008)

OIF

(2004-2008)

AVG

41

51

36

MAX

98

128

45

Summary of Case Studies

The cases studies examined in this section are genesabistent with the results

from earlier chapters: the largest new member states haeérhigiels of military
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expenditure rates as a percentage of GDP than two of the smaleibers. However,
the Czech Republic, characterized as a small NATO statehaptér 4, also had a
relatively high average expenditure rate in comparison with Hyr(géso from the 1999
wave) and with two original members of similar size: Belgamd Portugal. In all five
cases, military expenditures as a percentage of GDP dedredth the length of
membership. This is also in line with the findings of Chapter Four that suggested-burden

sharing decreased with age.

When looking at the additional constraints on military expendituraesswith a
higher GDP per capita did not necessarily have greater miétgrenditures. In looking
at expenditures, it is interesting to note that two of the thrgleest average military
expenditures as a percentage of GDP came from Romania and Pléahdo tpoorest
new member countries in terms of GDP per capita. The findingesuguat pressure
from the European Union might have been a constraint on military expessdi
Hungary's level of debt (72% of GDP) and deficits (7.8%) were thieelsigof any of the
case studies examined. In consideration of the EU Stability iReentives, perhaps
there is a tipping point after which a large government debt inhibits miétaqrenditures.
While outside the purview of this project, further study is requirethenmpact of high

levels of debt on military expenditures.

The second part of the case study examined contributions to NAE&lons.

The findings provided insight into the capabilities versus willisgrissue. As discussed
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earlier, burden-sharing behavior is a function of two componenténguéss to burden
share and capability to burden share. In the case of miilgagnditures, new members
burden-sharing behavior appeared to vary based on the level of peliticainess and
possibly the level of debt. The results of the case study suthgesimited military
capability probably constrained earlier contributions to NATO missexasnined in the
last chapters. Four out of the five cases studies showed imgyeasgtrage annual
contributions to NATO missions over time (sustainability) and thHrad increasing
maximum levels of contribution (deployability). Thus contributions tAR%xceeded
those to KFOR, which exceeded those made to SFOR. These maguisrt the

argument that as capability increased, new member burden-sharingnevedsed.

This chapter also analyzed the constraints facing these coumtriggking
decisions to support NATO operations. One major constraint to bundeime
examined was domestic political opposition. In many of the casbes, increased
contributions to NATO missions were made in the face of signifipalitical opposition.
This finding reinforces the results of interviews of NATO o#lsi examined earlier in
the chapter. These officials all suggested that new membethéadllingness to share
in the alliance burden, but often lacked capability. The otheormtanstraint was the
declining force size in the new member countries. Four of fieey members
experienced significant reductions in force structure. Three eéthetually increased
contributions over time. The other case, Estonia, was building aamiliorce from

scratch and therefore had increasing force levels and increasindpcbotrs.
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In only one case is it difficult to make the case for strongipalitvillingness to
share alliance burdens: Hungary. Of all the new members sinceH38§ary had the
lowest military expenditures as a percentage of GDP. Humwgasyalso the only country
studied that had an actual decrease in average and maximunbuw@ris to NATO
missions. However, Hungary did improve its relative contributions over time fror® SFO

to ISAF in relation to old NATO states of comparable size (Belgium and Phrtuga

Conclusions

This chapter examined issues of why states exhibit particular burdengshari
behaviors and the difference between capability and willingness. In looking at the
rationale behind burden-sharing decisions, it appears that multiple logi¢siamek and
that the logic of collective action offers insights into only a portion of thisgsscWhile
explanations based on the logic of consequences dominate the assessment of burden-
sharing behavior by outside actors, new members themselves have a more complex
rationale for burden-sharing in NATO. Military elites from new membentrees
predominantly use identity-based explanations for the burden-sharing behavidaciThe
that most of the new member discourse examined justified burden-sharing by
emphasizing appropriateness suggests that socialization may have hada pos#ct
in mitigating the rational incentives fee ride Not surprisingly, concerns for
credibility also seem to inform the burden-sharing decisions of new NATO members

While rational motivations (such as concerns over credibility and side pas)meang
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drive burden-sharing decisions, they are often supported using arguments based on

identity.

This chapter also examined the issue of capability versus political wiledBan
the views of NATO officials and results of the case studies, it appears thAtAEW
members generally have the political will to bear their fair shareAdiburdens. This
was evident in the both the assessment of NATO officials and in the examination of new
member contributions to NATO missions. The results also indicate that, contrary to
hypothesis H2a, new member contributions have risen over time as their cagabilit

improved.

Even where there have been legitimate concerns over free-riding by new
members, as in Hungary, the alliance appears willing to accept less thaaldptiden-
sharing in return for alliance solidarity and democratic governance. Thisrigabeen a
feature of NATO. As James Golden pointed out in his study of NATO in the 1980’s,
“The long-run advantages of the alliance — democratic processes, consensi@h deci
making, relatively free and efficient economic markets —frequentlylat@nsto short-
run problems in building consensus and sustaining defense commitfténtscwever,
the increasing pressures of the ongoing operations in Afghanistan mag thisng

dynamic within NATO.

NATO officials realize that the magnitude of changes since the end of te Col
War necessarily constrained new member contributions to NATO missionssesoa
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NATO official stated, “all former Warsaw Pact countries had to estabésv
governance institutions and reform their militaries at the same time. Wedxtaetn to
become a more democratic, not necessarily a more capable¥drcén’spite of these
major challenges, the case studies demonstrate that new member contriblXiAn©L
missions have generally increased in the years after attaining nsmpberherefore,
despite facing differing strategic environments and international and domest
constraints, new members seem to share the burdens of NATO within the lirhig of t

capability.
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CHAPTER 7
CONCLUSIONS AND THE WAY FORWARD

Insights into burden-sharing in NATO

The challenge of NATO integration is not so much a question of military equipment
modernization ... but of building a capable military institution that is supported by society
and governmert.

Jeffrey Simmon, “The New NATO Members: Will They Contribute”

This dissertation set out to answer some fundamental questions about burden-
sharing in NATO in the aftermath of enlargement from 16 to 26 members and the fall of
the Soviet Union. While much has been written about burden-sharing in NATO, Igtle ha
been written on the variations in burden-sharing within Europe and the impact of
enlargement on burden-sharing and the burden-sharing of new members. This projec
examined those issues, building upon the previous body of study, in particular the logic
of collective action. In the process, this study yielded some important ingights i

burden-sharing behavior in NATO.

A general finding is that larger NATO states often shoulder a disproportionate
share of the alliance burdens under certain conditions. This is in line with the

“exploitation of the great” hypothesis discussed in Chapter 2. On averagestatger
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tend to have higher military expenditures as a percentage of GDP. Liatgeraso tend

to provide a significantly greater proportion of the air power during NATO amssiYet

this can be attributed to an implicit division of labor within the alliance and the
maximization of comparative advantage. When looking at troop contributions to NATO
peacekeeping missions, the rival explanation (the joint product model) provides gre
insight into burden-sharing behavior. The findings suggest that the differencerbetwee
private and public benefits was a better predictor of burden-sharing thatusizg the

missions examined.

The findings support the second hypothesis (see Table 7.1) that new members
would burden-share at a relatively higher level than older members, peteliss. This
was especially true for military expenditures and contributions to ISAFa Fariety of
rational and identity-oriented reasons, new members have been willing to ogercom
numerous constraints and incentive$rée ridein order to contribute to the alliance.
These reasons include side payments, concerns for credibility, and successful
socialization into NATO burden-sharing norms. In fairness, the relativerbsiaging
levels between new and old NATO members varied depending upon the mission and the
degree of private benefits attributable to a particular collective goodr @&taber
contributions to those NATO missions immediately after enlargementdedeew
member contributions. However, as military capabilities of the new mennoeesased
over time, they were willing and able to assume greater levels ofcallzurdens. This
finding is not consistent with the corollary hypothesis that new member burdemgsha
would decline after accession into NATO (see H2a in table 7.1).
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Given the results above, the findings do not support the third hypothesis (see
Table 7.1) that old members would burden-share at a relatively higher level than new
members. When looking at military expenditures as a percentage of GDP, old
members’ expenditures, on average, lagged those of new members. While, old member
troop contributions exceeded those of newer members in both the Stabilization Force
(SFOR) in Bosnia and the Kosovo Force (KFOR), this was largely athibutagreater
military capability of older members. The disparity was greatdstdesm Spain and
Poland. However, new members contributed at a higher level in both Operation Iraqi

Freedom (OIF) and International Security Assistance Force (IBA&fghanistan.

The test results for the fourth hypothesis were mixed, although a closesisinaly
suggests free-riding behavior did not increase after NATO enlargementis @msajor
finding and is contrary to the expectations from the logic of collectiveractiothe
peacekeeping missions examined, non-U.S. NATO members, both small and large,
maintained or increased their relative levels of troop contributions after boés wh
enlargement in 1999 and 2004. Declining levels of military expenditures appear to be the
result of reduced threat perception, increasing prosperity on the part of. 8oaHigs,

and the pursuit of private benefits by the United States.

This chapter, divided into three main parts, summarizes the findirngsaftudy
and extrapolates possible insights for future policy decisions antinaed academic
research. The first section of this chapter reviews the kelynfis from the previous
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chapters by hypothesis. It also examines some additionalsimterdéindings that were

discovered during the project. In the second secti

on, some predictensaale

concerning the subsequent rounds of NATO expansion. These forecdsisedeon the

results of the previous chapters. The final section proposes an dgehdare research

into burden-sharing in NATO.

Table 7.1: Summary of findings

Findings
H1: | Large states will share greater relative Supported for  military
proportion of burdens than small states | expenditures
Supported for air
contributions.
(Division of labor)
Not supported for troof
contributions.
(Joint Product Model)
H2: | New members will share greater relative | Supported for  military
proportion of burdens than old members | expenditures.
Supported for OIF & ISAF
(based on willingness)
H2a:| New member burden-sharing declines afteNot Supported
accession into NATO.
H3: | Old members will share greater relative | Not Supported for military
proportion of burdens than new members| expenditures or OIF/ISAF.
Supported for SFOR/KFOF
(based on capability)
H4: | Free-riding behavior should increase with | Not Supported for mission

NATO enlargement

Can’t reject null hypothesis

for Military expenditures

U7

D

(alternate explanations)
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Detailed Review of findings by Hypothesis

Hypothesis 1: Large states will share greater relative
proportion of burdens than small states

The results for this hypothesis were strongest when usingaittiéidnal measure
of burden-sharing (military expenditures as a percentage of GOijpters 3 and 4 used
a regression model, based on the demand function for military expesdiewveloped by
Sandler and Hartley and informed by Mancur Olson’s logic of cile action. The key
dependent variable was military expenditures as a percentageRyf &Gproxy measure
for burden-sharing. Several different independent variables tested in the model to

control for economic growth, spillover effects from ally spending, and pect#iveats.

Using OLS and the FEVD statistical methods, all three measirsize (GDP,
population, and area) were positive and statistically significafivé out of six cases in
the post-Cold War period. The results were most robust for popusaitbarea. These
two measures of size were positive and statistically sggmifiin six out of eight cases
even when not controlling for NATO/EU membership and length of meitmipers
NATO. These results were statistically significant botithwand without the U.S.
included in the data set when using the FEVD method. This finding ¢sagbeas on
average, larger countries (GDP, population, and area) had higharyrefpenditures as
a percentage of GDP. This finding is in line with the “exptmta of the great”

hypothesis from the logic of collective action discussed in Chapter 2.
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The results were also consistent with this hypothesis when ugsingowaer
contributions to NATO missions as a measure of burden-sharing. pftysct used
several case studies of NATO missions to test this hypsth®ghile larger NATO states
consistently provided a greater relative proportion of the air potks, could be
attributable to reasons other than free-riding. First, this digpaflects a de facto
division of labor within NATO. Small countries are actively dise@&d by the alliance
from developing redundant military capabilities, such as air sugri where the
alliance has surplus capability. Second, the provision of air pbwdarger states
utilizes their comparative advantage in technology and scale andallyugciprocated

by greater relative troop contributions from smaller allies.

The examination of troop contributions to NATO missions (see Chapter 5) did not
support the first hypothesis. This finding is particularly importentroop contributions
reflect the willingness of NATO states to assume politisid in pursuit of alliance-wide
benefits. When looking at troop contributions to NATO peacekeepingamssdhe joint
product model provides the best insight into burden-sharing behavionitesl States,
as the largest and wealthiest NATO state, did not alwaysilootgrits proportionate
share of ground troops to NATO missions. Much depended upon the percewsd p
benefits and risks associated with a particular mission. Whaid tontribute a larger
relative percentage of the force, as in ISAF, the United Sta#sspursuing private
benefits, such as the Global War on Terror. The same is tthe &ig Four European
members of NATO. In the two Balkans operations, SFOR and KE@REuropean
members had more to lose from failure (i.e. illegal immigra#ind the spread of ethnic
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conflict) and therefore provided more than their fair shareadfps. On average, the
smaller NATO countries also provided their fair share of trdophe NATO missions
examined. These findings suggest that the difference between pmehatmiblic benefits

was a better predictor of burden-sharing than size during the missions examine

Hypothesis 2. New members will share greater relative
proportion of burdens than old members

The findings also support the second hypothesis that new members would burden-
share at a relatively higher level than older members. This was trioetfoalliance
inputs (defense expenditures as a percentage of GDP) and alliance oudppts (tr
contributions to OIF & ISAF). The statistical analysis in Chapter 4 sugdé¢hat as the
length of membership increased, military expenditures as a percentaD® afeGreased.
While the coefficient for length of membership was negative using all shaéstical
methods, they were only statistically significant using FEVD. Thergéalditional
comparisons were made between the new members that entered NATO in 1999 (the
Czech Republic, Hungary, and Poland) and the older members of similar population size
(Belgium, Portugal, and Spain). Unlike the Cold War period, these findings were
conclusive and supported the hypothesis that newer members of the alliaedeashar

greater relative proportion of burdens than old members.

A comparison was also made between new member spending and Russian

military expenditures. This test helped to control for the alternative explartiaat
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perceived threat was responsible for greater military spending lgvasdomembers.
However, changes in the average military expenditure levels of these thwesengbers
were inversely correlated with Russian military expenditures 38@9@. This supported
the regression findings that conventional threat perception was not a sigrpfiedictor

of military expenditures during this period.

The examination of alliance outputs (troop contributions) also supported the
second hypothesis. During the humanitarian mission by the NATEpdRse Force
(NRF) to Pakistan in 2005, the Czech Republic and Hungary contributgdater
percentage of the force than did their counterparts of equal sigpuB and Portugal.
While Spain’s level of contributions exceeded that of Poland, thss largely due to
Spain’s role as the land component headquarters during NRF 5. Howiecerthe
NRF responsibilities rotate with each NRF, caution should be used gémeralizing the
findings from this case. There was a similar pattern of nemlper burden-sharing in
NATO peacekeeping missions. While Belgium and Portugal contributed troops to
the earlier NATO missions, Bosnia and Kosovo, the Czech Republic andaH/
contributed a greater proportion of forces to the ISAF in Afghamis While troop
contributions from Spain exceeded those from Poland early in ISABhR@intributions
were constrained by a large commitment of troops to OIF. O&s troop levels fell,
Poland increased its contributions to ISAF, exceeding Spain in 2007 and T2G©8.
contributions of new member states also came with less testschan those of the
older members. This finding suggests that new member stateswiking to take on
additional responsibility and burdens as their capabilities increased.
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The findings from the qualitative analysis also support this conjecture. Chapter
took a different methodological approach, using interviews with NATO elites aed ca
studies of new member countries to better understand burden-sharing behavior. Based on
the views of NATO officials and the results of the case studies, it appeangtha
NATO members, in general, had the political will to bear their fair share GiONA
burdens, but often lacked the military capability. Where political will \&ekihg, as in
Hungary, free-riding behavior was more prevalent. Even then, Hungary maderatoef

bear some of the risks involved.

Given the magnitude of the challenges faced by the new NATO members since
the end of the Cold War, they have made significant contributions to the alliamse. It
surprising that new members have contributed as much as they have to NATO missions,
even when the operations had little direct linkage to their traditional secomiteias. It
appears that the pursuit of private benefits, such as credibility, certaipdm@dactor in
the burden-sharing behavior of new members. Interestingly, new memiveasilyri
used the logic of appropriateness to explain their contributions to NATO. This suggest
that both socialization and rational incentives influenced the willingnesswoineenbers

to share burdens.

Hypothesis 2a: New member burden-sharing declines
after accession into NATO.
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The results were similar for the corollary hypothesis that new membesrburd
sharing would decline after accession into NATO. While new member militar
expenditures as a percentage of GDP declined after accession they did not decline on a
relative basis. New members’ military expenditures as a percentadeFofeained at
or above the average, non-U.S. NATO military expenditures after enlargermbete
findings were true for both the 1999 and 2004 wave of new members. Therefore, the
declines represent a broader trend of declining military expenditures-d.SoINATO
allies. Much of this decline can be attributed to more rapid economic growth by new
members after 1999. On average, new members had an average growth rate of 6.9%
compared to 2.27% for the U.S. during this period. These new members also felt a
greater sense of security once inside NATO. As already mentioned, new membe
military spending as a percentage of GDP was inversely related to Rugdgey m

expenditures after 1999.

The case studies revealed that, on average, new member relative contributions to
NATO missions increased in the years after attaining membershipnénagjeas military
capability increased, relative contributions to NATO missions increased.wasitrue in
all three NATO missions examined: SFOR, KFOR, and ISAF. While there were
individual cases where absolute troop contributions declined, these were usually in
concert with a reduction in the size of the total NATO force due to decreasisigmis
requirements. In ISAF, where mission requirements increased everyhgeaverage

troop contributions from new members increased steadily.
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Hypothesis 3: Old members will share greater relative
proportion of burdens than new members

The findings did not support the third hypothesis that old members would burden-
share at a relatively higher level than newer members. This wasatiypeue for
alliance inputs (defense expenditures as a percentage of GDP). Ay alez#tbned,
military expenditures as a percentage of GDP decreased as the lemgimérship
increased. Additionally, the comparisons between the new members that e#é&@d N
in 1999 and the older members of similar population size supported the hypothesis that
newer members of the alliance shared a greater relative proportion afi$tinda old

members.

The results for troop contributions were more nuanced. Older NA&@hars
generally contributed more troops to SFOR and KFOR than did thenmawbers.
However, this reflects the greater capability of the oldembers rather than a greater
willingness to share burdens. During the most recent NATGiomsn Afghanistan,
new members have contributed a greater proportion of forces to the InternatmmélySe
Assistance Force (ISAF) in Afghanistan than did the older menabaimilar size. The
findings suggest that new member states were more witbngake on additional

responsibility and risk as their capabilities increased.

Hypothesis 4: Free-riding behavior should increase
with NATO enlargement
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The test results for the fourth hypothesis were also mixed, but suggesteteit
free-riding behavior did not increase after NATO enlargement. In ak theacekeeping
operations, the findings did not support the hypothesis that free-riding behavidr woul
increase with NATO enlargement. After NATO expanded in 1999 and again in 2004, the
average annual contribution of small NATO countries increased during SFOR, KFOR,
and ISAF. Had NATO expansion led to greater free-riding, these levels abatiotis
should have declined after enlargement. This suggests that future rounds of enlargement
will not lead to increased free-riding behavior as suggested by the |lagpteaaitive

action.

At first glance, the findings regarding military expenditurppear to support a
linkage between enlargement and free-riding behavior. AverageJisnmilitary
expenditures did decrease as a percentage of GDP after both wfaealargement.
However, this correlation does not suggest causation. There @@ alernative
explanations for this phenomenon. While non-U.S. military expenditur@pascentage
of GDP declined after enlargement, some of this was attributaldéeonomic growth
which was inversely related to military expenditures in theassgon models of Chapters
3 and 4. Non-U.S. NATO members had a slightly higher growthate2631% compared
to 2.27% for the U.S. during this period. Most importantly, rising eélJ.S. military
expenditures after 2001 could also be explained by the pursuit ofepbeatfits by the
United States. For example, the U.S. war in Iraq was respomfsildelarge portion of
the increase in U.S. military expenditures during this period. Of timéegap between

the U.S. and non-U.S. NATO military expenditures in 2006 was stdl tlegn in 1992.
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Finally, declining military expenditures can also be explained aydeclining

conventional threat perception in Europe.

Other findings

This project also revealed some important findings that were not included in the
initial hypotheses. These concern how burden-sharing decisions are made, the
components of burden-sharing and the role of threat. Burden-sharing is a complex
process that consists of weighing national interests, alliance commitmedtdomestic
constraints. The decision making process is dynamic and unique to each country.
However, there are some patterns that seem to emerge. While rationalion#i{gich
as concerns over credibility and side payments) may drive burden-sharingragdisey
are often supported using arguments based on identity. Politicians and leadeiigeoften c
obligations to the alliance when trying to increase military expenditujestdy troop
contributions. This language, which suggests a logic of appropriateness, was also used

by new members in explaining their contributions to NATO during the interviews.

This study also examined the distinction between willingness and capability i
burden-sharing borrowing insight from psychology. The focus of the burden-sharing
literature has been on willful free-riding as rational behavior. Often vppetaas to be
free-riding behavior actually reflects a lack of capability rathan a lack of willingness

to contribute. This is important in that the remedies for lagging contributions leied
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on the root cause. In this project, new members increasingly contributed tietieeal
in the face of significant fiscal, physical and political constraints. &\hibst new
members were unable to sustain their military expenditures at the NA@asdeof 2%
of GDP, they did relatively better than their older counterparts. Poland, for exampl

enacted new laws to peg its defense budget to the NATO standard.

The examination of troop contributions to NATO missions yields a similar
finding. Early shortfalls to troop contributions reflected a lack of capabiiymilitary
capabilities increased, so too did contributions to NATO missions. In Afghanistan, new
members have provided more troops, with fewer restrictions, than their older NATO
counterparts of similar size. Often this was done in the face of stiff doropgisition

and declining force structure.

Finally, this study yielded some interesting insights about the perceptioreaf.thr
Not surprisingly, threat perceptions differ between the Cold War period and the post-
Cold War period. During the statistical analysis of the Cold War period, thé threa
variable was positively related to non-U.S. military expenditures as anpesyeeof GDP.
This result was statistically significant and robust using three diffemetttods. As
Russian spending increased, so too did non-U.S. NATO spending. In the post-Cold War
period, the threat variable was still positively correlated to non-U.S. militar

expenditures, but only using one of the three statistical methods discussed in Chapter 4
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During the Cold War, increases in Russian military expenditures seenwbwo f
increases in U.S. military expenditures as a percentage of GDP, althougVetieeynly
moderately correlated. In addition, non-U.S. NATO military expenditures as a
percentage of GDP were strongly correlated with Russian militggnelitures, with a
correlation coefficient of 0.81. In the post-Cold War period, U.S. and Russian military
expenditures were strongly correlated, with a correlation coefficient of .87in,Aga
Russian military expenditures seemed to follow increases in U.S. ynditpenditures as
a percentage of GDP. Surprisingly, Russian military expenditures explanhel1% of
the variance in non-U.S. NATO defense expenditures after the Cold War. As the
Supreme Allied Commander Europe said, “after the Cold War ended, many betated t
Europe and Eurasia were no longer at threat of being invddedeast until the Russian
invasion of Georgia in 2008, most NATO allies no longer saw Russia as a conventional

security threat.

Future Policy Considerations for NATO and the United States

The results of this study provide some insights that could help strengthen the
alliance as a whole while helping the United States achieve its natiomaktateNATO
already has many mechanisms that facilitate cooperation and séctingytrans-
Atlantic region. However, some relatively minor changes could enhanaecallia

capabilities and lead to more equitable burden-sharing within the alliance.
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An area for future examination concerns NATO’s common funding. NATO
should continue to push for the expansion of capabilities resourced through common
funding. Common funding tends to bind states, enabling them to more easily justify their
NATO commitments domestically. Each NATO nation has an establishecheostfer
NATO common funds. These funds pay for alliance-wide facilities and cajeabilfEor
example, NATO owns a fleet of airborne surveillance and early waritrgfa NATO
could add a limited amount of common funded strategic airlift assets to help share the
burdens of supporting NATO missions and minimize the domestic political constaaints
increased spending. NATO is already moving to expand common funding for the NATO
Reaction Force. This will make it easier for both new and old members to ctoroeg

to the NRF and to follow through when the NRF is activated.

NATO also has to look for ways to increase capability in the face of increasing
economic pressures. While nations should be held accountable for meeting NATO
commitments, it is not realistic to expect that European nations will bécaleet the
2% GDP standard in the face of the current global crisis. Therefore, NAdUds
increase capability by promoting a further division of labor both externallg in it
coordination with the European Union and internally during its force planning process.
The European Union has developed substantial peacekeeping capabilities that could
alleviate some of the stress on NATO and the United States. The European Union is
already moving in this direction in Bosnia and Kosovo. NATO should continue to work

with the EU to develop complementary capabilities. Within the alliance, NADOI&
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continue to encourage smaller members to develop niche capabilities. By nvagimi

each nation’s comparative advantage, the alliance will get more capabditpwer cost.

This study also identifies policy implications for the United States fonedadjicy.
While the U.S. and NATO should continue to hold allies accountable for meeting their
alliance commitments (both expenditures and contributions to NATO missionsg|soey
need to recognize the constraints faced by allies and work with themeasiay their
military capability. One such way to build NATO capabilities is to supporEtirepean
Security and Defense Policy (ESDP) of the European Union. The EU has sanctioning
mechanisms (e.g. fines imposed based on the Stability Pact) that could becetdgende
ESDP requirements and thus provide incentives for allies to increase tliirymil
capability. Additionally, EU requirements are easier to justify dowcedhtithan are

NATO requirements.

The United States needs to recognize the contributions made by new members
and increase its efforts to enhance new member capabilities. The focus shauld be
building capability in the new NATO members and sustaining their willingioess t
contribute through military assistance, bi-lateral cooperation, and continuec publ
recognition. As time goes on, new members may feel less compelled to lwvéheyr t
commitments if other NATO members continudre®e ride To address burden-sharing
issues with older members, the United States must look for ways to increase their
willingness to contribute more to the alliance and to justify the importanbe aidliance
contributions to their constituents.
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NATO remains one of the most successful alliances in history. This study
demonstrates that although burden-sharing is a dynamic process, mobbakies
continued to contribute to the alliance in the face of significant constraintsed3isk
and responsibility is a founding principle of NATO and the glue that holds ihtege
NATO enlargement has not led to greater free-riding behavior, but rethexdded
vitality to burden-sharing efforts in NATO. This is important as NATO haswitted to

at least one more round of expansion.

Grousing over lagging allied contributions will not go away. Nor will the
enormous strains on the alliance lessen in the near future. The NATO mission in
Afghanistan is anticipated to persist as Al Qaeda and the Taliban redi€ Bfforts. In
light of this, what can be expected with the next wave of NATO enlargemes&d Ba
the analysis in this project, it is reasonable to expect that the leaders lbatieea
especially the United States, will continue to bear a larger proportion of the burdens
especially in areas where they have a comparative advantage: air potveea
precision munitions, and other high technologically advanced capabilitiesleEmal
members can and should be expected to provide commensurate contributions in areas
such as ground forces and niche capabilities. By maximizing each nabamsative

advantage, all NATO members can benefit.

It is likely that new member states will be eager to contribute to thaadlia
though constrained by political and military capability shortfalls. NATi@@'west
members admitted on April 1, 2009 (Albania and Croatia) and the country next in line
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(the Former Yugoslav Republic of Macedonia) face similar obstacles toatitegas did

the 1999 and 2004 waves. All three required significant economic and politicalseform
to meet alliance standards. These three states are also relaggelealthy than other
NATO members, with a per capita GDP of $15,500 for Croatia, $5, 800 for Albania, and
$8,400 for Macedonia. All three share a common socialization experience with the 2004
wave of NATO enlargement, including the Partnership for Peace progrémanfAlsince
1994, Former Yugoslav Republic of Macedonia since 1995 and Croatia since 2000) and
the Membership Action Plan. Croatia’s Ambassador to the United States nefldea t
statement on April 1, 2009, the day Croatia was accepted into NATO. “...and let me
reassure you that you can continue to count on Croatia as a responsible and a reliable
ally.”® This sentiment reflects a commitment to NATO norms shared by all new

members.

NATO can expect its new members to demonstrate their credibility to NATO as
did previous new members. In return, participation in PfP, MAP, and NATO missions
abroad will enhance the interoperability and military capability of new leesn While
contributions to NATO missions will necessarily be constrained by milgady
economic factors, new members can be expected to contribute their fair shize, |
Albania, Croatia, and Macedonia’s contributions to Afghanistan are proportiorthtsrt

population (Albania - 140 troops; Croatia — 200; troops and Macedonia -135 troops).
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Future Research

One of the important findings from this project concerns the impaittreat on
burden-sharing decisions. In the post-Cold War period, it appeafsAfi&@ states have
become less sensitive to increased military expenditures bgigRudVith the recent
deterioration of NATO-Russian relations, especially after tivasion of Georgia, this
phenomenon may change. The impact of a more assertive Russigm fooécy on
burden-sharing decisions in NATO needs further examination. Twdbfgssitcomes
are foreseeable. First, as insecurity increases, NAT@®sstaay reverse the trend of
declining levels of military expenditures. This should be more pronouimcéicdose
NATO countries closest to Russia. Second, NATO members maty tehif focus
towards territorial defense and reduce their contributions to expealyi NATO
missions.  For example, the former Warsaw Pact countries migtitew the

development of niche capabilities to focus on more conventional deterrent forces.

Another interesting area for further research is the impattieofjlobal financial
crisis on relative levels of military expenditures in NATGSince the election of
President Obama, there has been speculation that the U.S. might cut its bledgesdy
up to 10%. The President has also pledged to withdraw U.S. troopsragm IIf
NATO is a uniquely privileged group, as discussed in Chapter 4ethtve decline in
U.S. economic power as well as declining requirements in Iraq steaddd a decline in
U.S. military expenditures relative to NATO. If so, NATOiedl should increase their

levels of burden-sharing in response to these changes. Altemathvelgreater fiscal
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demands facing all NATO allies might constrain growth intamji expenditures. These
economic pressures might lead to reduced support to NATO peacekeepiragions.
Some nations are already scaling down non-NATO contributionsexaonple, Poland’s
Defense Minister Bogdan Klich announced on February 4, 2009 that Retarhd “end
its military missions in Lebanon, the Golan Heights and Chad ak gdathe

Government's plan to cut spending in response to the global economic risis.”

The growing involvement of both NATO and the EU in peacekeeping topesa
provides another interesting research question. Does burden-shahagido differ
substantially between NATO and the EU? While NATO is prilypar military/political
alliance and the EU is a political/legal institution histdiycéocused on economic and
social issues. Both NATO and the EU have recent experiencendertaking
peacekeeping missions in Europe and abroad. Both NATO and the dedtlye
underwent enlargement, which largely consisted of the same @suniiwo of the major
differences between these institutions are the absence of ttesl Btates in the EU and
the institutional competencies of each. With the inclusion of theeti8tates, NATO
has been characterized as a uniquely privileged group. As a uniqivillgged group,
NATO should be more prone to free-riding behavior than the EWoutd be interesting
to see if this hypothesis bears out in contributions to EU missibmsuld interesting to
see whether or not the “exploitation of the great” occurs in thealdre there is not one

dominant actor.
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NATO has been one of the most resilient and successful alliandeistory.
Undergoing significant changes in the past twenty years, NAill@ases a future full of
volatility and uncertainty. Despite this turmoil, one feature thas consistently
sustained the alliance has been its ability and willingness tectieély share burdens
and risk. This is not to imply that all members share the samtens and risk. Rather
NATO has developed a dynamic burden-sharing culture whereishe&e facto division
of labor. As in any organization, the more powerful members dféare to assume
greater responsibility and costs. However, other members ofterupithe slack when

required and able to do so. The also contribute valued niche capabilities.

As Kori Schake, a Professor of Secuirty Studies at the UnitagsSMilitary
Academy and Hoover Fellow, stated immediately prior tH& Afniversary of NATO.
“The fundamental bargain [in NATO] is sound; and while it's oftfeustrating that
Europeans won't do more, without NATO they would do much [2s$His project has
focused on updating the literature on burden-sharing in NATO inahiext of current
NATO issues. The U.S. and its NATO allies will likely conte to face difficult issues
in the near future. Certainly burden-sharing debates will reraasalient feature of

NATO and a topic of interest for both academics and policy makers.
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APPENDIX A
CHAPTER 3: COLD WAR STATA RESULTS

MODEL 1 — spillover
reg gdp gdpchg dvlag spillover no po sp uk us fr ge gr it lux nl be ca dk

Source | SS df MS Number of obs = 255
------------- Ao e F(17, 237)= 376.33
Model | 527.553674 17 31.0325691 Prob>F = 0.0000
Residual | 19.543349 237 .082461388 R-squared = 0.9643
------------- Fomm s Adj R-squad = 0.9617
Total | 547.097023 254 2.15392529 Root MSE = .28716

gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg | .0048352 .0076197 0.63 0.526 -.0101757 .0198461
dvlag | .4967747 .0405927 12.24 0.000 .4168062 .5767432
spillover | .4952775 .0750094 6.60 0.000 .3475072 .6430479
no| -.8215593 .1187456 -6.92 0.000 -1.055491 -.5876276
po| -.7372042 .1067515 -6.91 0.000 -.9475072 -.5269012
sp| -1.359913 .1464021 -9.29 0.000 -1.648328 -1.071497
uk | .0781839 .1000652 0.78 0.435 -.118947 .2753147
us| .6219429 .111981 5.55 0.000 .4013376 .8425482
fr| -.3778738 .1037309 -3.64 0.000 -.5822262 -.1735215
ge| -.8781939 .117663 -7.46 0.000 -1.109993 -.646395
gr| .9805889 .1212375 8.09 0.000 .7417481 1.21943
it| -1.169707 .1344757 -8.70 0.000 -1.434628 -.9047869
lux | -1.858167 .1820557 -10.21 0.000 -2.216821 -1.499513
nl| -.8528464 .1196934 -7.13 0.000 -1.088645 -.6170475
be| -.9129419 .121747 -7.50 0.000 -1.152786 -.6730974
ca| -1.394512 .1491137 -9.35 0.000 -1.68827 -1.100755
dk | -1.269125 .1423834 -8.91 0.000 -1.549623 -.9886261
_cons| .6374896 .2857981 2.23 0.027 .0744605 1.200519
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MODEL 2 dspll

reg gdp gdpchg dvlag dspill no po sp uk us fr ge gr it lux nl be ca dk

Source | SS df MS Number of obs = 255
------------- o F(17, 237)= 339.57
Model | 525.521478 17 30.9130281 Prob>F = 0.0000
Residual | 21.5755458 237 .091036058 R-squared = 0.9606
------------- Fommmmmmmm e eee Adj R-squad = 0.9577
Total | 547.097023 254 2.15392529 Root MSE = .30172

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ e m e ——————————————
gdpchg | -.0065497 .0079859 -0.82 0.413 -.0222822 .0091828
dvlag | .5343015 .0419477 12.74 0.000 .4516635 .6169396
dspill | .1573534 .0379761 4.14 0.000 .0825395 .2321673
no| -.7397621 .1235951 -5.99 0.000 -.9832474 -.4962769
po| -.6916746 .1117831 -6.19 0.000 -.91189 -.4714592
sp| -.9997832 .1513401 -6.61 0.000 -1.297927 -.7016396
uk| .0383992 .1049099 0.37 0.715 -.1682758 .2450743
us| .5230927 .115816 4.52 0.000 .2949325 .751253
fr| -.3546201 .1089499 -3.25 0.001 -.5692539 -.1399863
ge| -.7986316 .1225195 -6.52 0.000 -1.039998 -.5572651
gr| .8479864 .1243286 6.82 0.000 .6030561 1.092917
it| -1.058766 .1394138 -7.59 0.000 -1.333414 -.7841174
lux | -1.677386 .1876491 -8.94 0.000 -2.047059 -1.307712
nl| -.7832577 .125026 -6.26 0.000 -1.029562 -.5369534
be | -.8343603 .1269509 -6.57 0.000 -1.084457 -.5842641
ca| -1.253811 .1539047 -8.15 0.000 -1.557007 -.9506146
dk | -1.151401 .1476725 -7.80 0.000 -1.442319 -.8604824
_cons| 1.640809 .2257887 7.27 0.000 1.196 2.085618
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MODEL 3 usspll
reg gdp gdpchg dvlag usspill no po sp uk us fr ge gr it lux nl be ca dk

Source | SS df MS Number of obs = 255
------------- o F(17, 237)= 324.58
Model | 524.566408 17 30.8568475 Prob>F = 0.0000
Residual | 22.5306156 237 .095065888 R-squared = 0.9588
------------- Fommmmmmmm e eee Adj R-squad = 0.9559
Total | 547.097023 254 2.15392529 Root MSE = .30833

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ e m e ——————————————
gdpchg | -.0028437 .0080982 -0.35 0.726 -.0187974 .0131099
dvlag | .5541765 .0424568 13.05 0.000 .4705355 .6378174
usspill| .0988194 .0390793 2.53 0.012 .0218323 .1758065
no| -.6912023 .1253684 -5.51 0.000 -.9381811 -.4442236
po | -.6600484 .113795 -5.80 0.000 -.8842273 -.4358695
sp| -1.164951 .1533468 -7.60 0.000 -1.467048 -.8628541
uk| .0368215 .1072069 0.34 0.732 -.1743787 .2480218
us| .4853126 .1177501 4.12 0.000 .2533421 .7172831
fr] -.3297239 .1110584 -2.97 0.003 -.5485117 -.1109361
ge| -.7490885 .1242241 -6.03 0.000 -.993813 -.5043641
gr| .8006052 .1261684 6.35 0.000 .5520505 1.04916
it| -.9888013 .1407477 -7.03 0.000 -1.266078 -.7115248
lux | -1.557491 .1879994 -8.28 0.000 -1.927855 -1.187128
nl| -.7291467 .1266229 -5.76 0.000 -.9785969 -.4796965
be | -.7763867 .1284419 -6.04 0.000 -1.02942 -.5233531
ca| -1.168618 .154963 -7.54 0.000 -1.473899 -.8633376
dk | -1.069991 .1487116 -7.20 0.000 -1.362957 -.777026
_cons| 1505724 .287052 5.25 0.000 .9402244 2.071223
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MODEL 4 threat = dist

reg gdp gdpchg dvlag spillover dist

Source | SS df MS Number of obs = 255
------------- o F( 4, 250)= 976.41
Model | 514.184045 4 128.546011 Prob > F = 0.0000
Residual | 32.9129786 250 .131651915 R-squared = 0.9398
------------- Fommmmmmmm e eee Adj R-squad = 0.9389
Total | 547.097023 254 2.15392529 Root MSE = .36284

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ e m e ——————————————

gdpchg | .011849 .0092693 1.28 0.202 -.006407 .0301049

dvlag | .9639921 .0160532 60.05 0.000 .9323753 .9956089
spillover | .1399734 .0874336 1.60 0.111 -.0322268 .3121737

dist | -.0009948 .0123195 -0.08 0.936 -.0252581 .0232684

_cons | -.4195318 .3289613 -1.28 0.203 -1.067421 .228357
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MODEL 5 threat = prox

reg gdp gdpchg dvlag spillover prox

Source | SS df MS Number of obs = 255
------------- o F( 4, 250)= 976.57
Model | 514.189014 4 128.547253 Prob > F = 0.0000
Residual | 32.9080098 250 .131632039 R-squared = 0.9398
------------- Fommmmmmmm e eee Adj R-squad = 0.9389
Total | 547.097023 254 2.15392529 Root MSE = .36281

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ e m e ——————————————

gdpchg | .011653 .0093149 1.25 0.212 -.0066926 .0299986

dvlag | .9640823 .0159403 60.48 0.000 .9326879 .9954766
spillover | .1397725 .087405 1.60 0.111 -.0323715 .3119164

prox | -.0193337 .0918881 -0.21 0.834 -.2003071 .1616398

_cons | -.4037076 .3388376 -1.19 0.235 -1.071048 .2636326
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MODEL 6 threat = Russia
reg gdp gdpchg dvlag spillover Russia no po sp uk us fr ge gr it lux nl be ca dk

Source | SS df MS Number of obs = 255
------------- Ao F(18, 236)= 353.92
Model | 527.55375 18 29.3085417 Prob>F = 0.0000
Residual | 19.5432732 236 .08281048 R-squared = 0.9643
------------- Fomm e Adj R-squad = 0.9616
Total | 547.097023 254 2.15392529 Root MSE = .28777

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg| .004811 .0076775 0.63 0.531 -.0103141 .0199361
dvlag | .4966815 .040795 12.18 0.000 .4163127 .5770503
spillover | .4966619 .0879965 5.64 0.000 .3233029 .670021
Russia| 9.34e-06 .0003088 0.03 0.976 -.000599 .0006177
no| -.821853 .1193918 -6.88 0.000 -1.057063 -.5866432
po| -.7374205 .1072156 -6.88 0.000 -.9486424 -.5261985
sp| -1.360348 .1474145 -9.23 0.000 -1.650764 -1.069931
uk | .0781918 .1002771 0.78 0.436 -.1193609 .2757444
us| .6221786 .1124876 5.53 0.000 .4005704 .8437867
fr| -.3780227 .1040666 -3.63 0.000 -.5830409 -.1730045
ge | -.8785068 .1183643 -7.42 0.000 -1.111692 -.6453212
gr| .9809031 .1219368 8.04 0.000 .7406795 1.221127
it] -1.170137 .135505 -8.64 0.000 -1.437091 -.9031829
lux | -1.858901 .1840434 -10.10 0.000 -2.221478 -1.496323
nl| -.8531876 .1204753 -7.08 0.000 -1.090532 -.6158432
be| -.913303 .1225867 -7.45 0.000 -1.154807 -.671799
ca| -1.395036 .150428 -9.27 0.000 -1.691389 -1.098683
dk | -1.269629 .1436535 -8.84 0.000 -1.552636 -.9866218
_cons| .6311939 .3539965 1.78 0.076 -.0662028 1.328591
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Figure 3.1 = Russia vs. US
. correlate varl var2
(obs=17)

| varl var2

_____________ o

varl | 1.0000
var2 | 0.5578 1.0000

(.5578% = .31 (coefficient of determination)

Figure 3.2 = Russia vs. non-US

. correlate varl var2
(obs=17)

| varl var2
_____________ I,

varl| 1.0000
var2 | 0.8098 1.0000

(.8098¥ = .66 (coefficient of determination)
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MODEL 7 threat - threat only
reg gdp gdpchg dvlag spillover threat no po sp uk us fr ge gr it lux nl be ca dk

Source | SS df MS Number of obs = 255
------------- Ao e F(18, 236)= 357.29
Model | 527.731362 18 29.318409 Prob>F = 0.0000
Residual | 19.3656611 236 .082057886 R-squared = 0.9646
------------- Fomm e Adj R-squad = 0.9619
Total | 547.097023 254 2.15392529 Root MSE = .28646

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg | .0055888 .0076182 0.73 0.464 -.0094196 .0205972
dvlag | .4972346 .0404944 12.28 0.000 .4174579 5770114
spillover | .4338901 .0856689 5.06 0.000 .2651166 .6026637
threat | -.0009928 .0006747 -1.47 0.142 -.0023219 .0003363
no| -.8030254 .1191225 -6.74 0.000 -1.037705 -.5683462
po | -.7989541 .1144597 -6.98 0.000 -1.024447 -.5734609
sp| -1.410247 .1499957 -9.40 0.000 -1.705748 -1.114745
uk | .042669 .1026963 0.42 0.678 -.1596496 .2449876
us| .5193169 .1316898 3.94 0.000 .2598791 .7787547
fr| -.4091397 .1056357 -3.87 0.000 -.617249 -.2010304
ge| -.8557055 .1183655 -7.23 0.000 -1.088893 -.6225176
gr| .9476532 .1229942 7.70 0.000 .7053464 1.18996
it] -1.189545 .134822 -8.82 0.000 -1.455153 -.9239366
lux | -1.862938 .1816387 -10.26 0.000 -2.220778 -1.505097
nl| -.8645029 .1196627 -7.22 0.000 -1.100246 -.6287594
be | -.9290384 .1219404 -7.62 0.000 -1.169269 -.6888077
ca| -1.474958 .1584761 -9.31 0.000 -1.787166 -1.162749
dk | -1.237355 .1436661 -8.61 0.000 -1.520387 -.9543234
_cons| .9662671 .3622153 2.67 0.008 .2526786 1.679856
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MODEL 7 threat - threat only WITHOUT U.S.
reg gdp gdpchg dvlag spillover threat no po sp uk us fr ge gr it lux nl be ca dk

Source | SS df MS Number of obs = 238
------------- s S ———— F(17, 220)= 312.77
Model | 420.361978 17 24.7271752 Prob>F = 0.0000
Residual | 17.392984 220 .079059018 R-squared = 0.9603
------------- Fomm e Adj R-squad = 0.9572
Total | 437.754962 237 1.84706735 Root MSE = .28117

gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg| .0055011 .0078298 0.70 0.483 -.00993 .0209321
dvlag | .4646752 .0416552 11.16 0.000 .3825809 .5467695
spillover | .5724484 .0884192 6.47 0.000 .3981914 .7467053
threat | .0001827 .0001069 1.71 0.089 -.000028 .0003935
no| -.8856056 .1185741 -7.47 0.000 -1.119292 -.6519191
po| -.8616928 .1207594 -7.14 0.000 -1.099686 -.6236994
sp| -1.535153 .158392 -9.69 0.000 -1.847313 -1.222994
uk | .0453846 .0994628 0.46 0.649 -.1506373 .2414064
us | (dropped)
fr| -.4515 .1050404 -4.30 0.000 -.6585142 -.2444858
ge| -.9290747 .1170734 -7.94 0.000 -1.159804 -.6983458
gr| 1.024195 .1202734 852 0.000 .7871594 1.26123
it] -1.292182 .1388028 -9.31 0.000 -1.565735 -1.018629
lux | -2.025771 .1887684 -10.73 0.000 -2.397797 -1.653745
nl| -.9332936 .1211596 -7.70 0.000 -1.172075 -.6945116
be | -.9918515 .1234976 -8.03 0.000 -1.235241 -.7484617
ca| -1.732604 .2132867 -8.12 0.000 -2.152951 -1.312258
dk| -1.356417 .1436785 -9.44 0.000 -1.63958 -1.073255
_cons| .5661809 .3267376 1.73 0.085 -.0777555 1.210117
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MODEL 8 economy size (gdpcat)

reg gdp gdpchg dvlag spillover threat gdpcat

Source | SS df Number of obs =
_____________ A e

F( 5, 249)= 782.26
Model | 514.352619 5 102.870524 Prob>F = 0.0000
Residual | 32.7444046 249 .131503633 =

R-squared 0.9401
------------- Ao Adj R-squad = 0.9389
Total | 547.097023 254 2.15392529 Root MSE

255

= .36263

gdp| Coef. Std.Err. t P>t
_____________ A e

[95% Conf. Interval]
gdpchg | .0118152 .0093077

1.27 0.205 -.0065167 .030147
dvlag | .9585867 .0165318 57.98 0.000 .9260268 .9911466
spillover | .134418 .0954183 1.41 0.160 -.0535119 .3223479
threat | -.0004072 .0005242 -0.78 0.438 -.0014397 .0006252
gdpcat | .0105819 .0152152 0.70 0.487 -.019385 .0405488
_cons | -.3946901 .3951603 -1.00 0.319 -1.172973 .3835927

MODEL 9 population (popcat)
reg gdp gdpchg dvlag spillover threat popcat

Source | SS df Number of obs =
_____________ A e

F( 5, 249)= 780.82
Model | 514.295771 5 102.859154 Prob>F = 0.0000
Residual | 32.8012521 249 .131731936 =

R-squared 0.9400
------------- Ao Adj R-squad = 0.9388
Total | 547.097023 254 2.15392529 Root MSE

255

= .36295

gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg | .0120928 .0093421 1.29 0.197 -.0063067 .0304924
dvlag | .9596215 .0168905 56.81 0.000 .926355 .9928879
spillover | .1184361 .0924235 1.28 0.201 -.0635953 .3004676
threat | -.0004343 .000535 -0.81 0.418 -.001488 .0006194
popcat | .0049367 .0217917

0.23 0.821 -.037983 .0478563
_cons | -.3053789 .3743228 -0.82 0.415 -1.042622 .4318637
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MODEL 10 AREA

reg gdp gdpchg dvlag spillover threat areacat

Source | SS df MS Number of obs = 255
------------- o F( 5, 249)= 781.95
Model | 514.340103 5 102.868021 Prob>F = 0.0000
Residual | 32.7569207 249 .131553898 R-squared = 0.9401
------------- Fommmmmmmm e eee Adj R-squad = 0.9389
Total | 547.097023 254 2.15392529 Root MSE = .3627

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ e ———————————————

gdpchg | .0112077 .0094516 1.19 0.237 -.0074076 .0298229

dvlag | .9577375 .0169228 56.59 0.000 .9244073 .9910677
spillover | .1263945 .0931504 1.36 0.176 -.0570687 .3098576

threat | -.0003075 .0005758 -0.53 0.594 -.0014416 .0008266

areacat| .008357 .01341 0.62 0.534 -.0180544 .0347685

_cons | -.4265939 .4281867 -1.00 0.320 -1.269923 .4167356
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Table 3.4 Stata results OLS w/ U.S.
reg gdp gdpchg dvlag spillover threat gdpcat popcat areacat

Source | SS df MS

Number of obs = 255
_____________ A e

F( 7, 247)= 554.91

Model | 514.388302 7 73.4840431 Prob>F = 0.0000
Residual | 32.7087216 247 .132423974 R-squared = 0.9402
------------- o Adj R-squad = 0.9385
Total | 547.097023 254 2.15392529 Root MSE = .3639

gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ A e

gdpchg | .0117396 .0095247 1.23 0.219
dvlag | .9593974 .0172959 55.47 0.000
spillover | .1401808 .0965992 1.45 0.148
threat | -.0003968 .0005975 -0.66 0.507
gdpcat| .0158401 .0268818 0.59 0.556
popcat | -.0160309 .033699 -0.48 0.635
areacat| .0042576 .0182637 0.23 0.816
_cons | -4519573 .4323411 -1.05 0.297

-.0070203 .0304995
9253312 .9934636
-.0500824  .330444
-.0015736  .00078
-.0371066 .0687868
-.082405 .0503432
-.0317149 .0402301
-1.303503 .3995881

Table 3.4 Stata results OLS w/o U.S.
reg gdp gdpchg dvlag spillover threat gdpcat popcat areacat

Source | SS df MS Number of obs = 238

------------- e —— F( 7, 230)= 437.93
Model | 407.202929 7 58.171847 Prob>F = 0.0000

Residual | 30.5520326 230 .132834924 R-squared = 0.9302

------------- Ao Adj R-squad = 0.9281
Total | 437.754962 237 1.84706735 Root MSE = .36447

gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ A e

gdpchg| .01216 .0099263 1.23 0.222

dvlag | .9400874 .0208827 45.02 0.000 .8989415 .9812333
spillover | .0642049 .1016039 0.63 0.528 -.1359886 .2643984
threat | -.0001472 .000082 -1.80 0.074 -.0003088 .0000143
gdpcat | -.0056136 .0292165 -0.19 0.848 -.0631798 .0519526
popcat | -.0069975 .035317 -0.20 0.843 -.0765837 .0625886
areacat | .0273757 .0205209 1.33 0.184 -.0130573 .0678087
_cons| -.273797 .3800044 -0.72 0.472 -1.022532 .4749378

-.007398 .0317181
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Table 3.4 Stata results XTFEVD w/ U.S.

xtfevd gdp gdpchg dvlag spillover threat gdpcat popcat areacat, invariana¢ gdpc
popcat areacat)

panel fixed effects regression with vector decomposition

degrees of freedom fevd = 233 number of obs = 255
mean squared error =.0709256 F( 9, 233) =851.8979
root mean squared error =.2663186 Prob > F =7.9e-168
Residual Sum of Squares = 18.08602 R-squared =.9669418
Total Sum of Squares = 547.097 adj. R-squared  =.9639623

Estimation Sum of Squares = 529.011

| fevd

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ e ——————————————
gdpchg | .0062417 .0073032 0.85 0.394 -.0081471 .0206305
dvlag | .4758276 .0376385 12.64 0.000 .4016724 .5499828
spillover | .5152278 .0788443 6.53 0.000 .3598889 .6705667
threat | -.0013152 .0004623 -2.84 0.005 -.002226 -.0004044
gdpcat | .0178863 .0205816 0.87 0.386 -.0226635 .0584361
popcat | .1057049 .0272825 3.87 0.000 .0519531 .1594567
areacat | .0862779 .0152064 5.67 0.000 .0563182 .1162375
eta | 1 .0728584 13.73 0.000 .8564545 1.143545
_cons | -1.332986 .3371733 -3.95 0.000 -1.997284 -.6686884
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Table 3.4 Stata results XTFEVD w/o U.S.

tsset
panel variable: panelvar, 1 to 14
time variable: datevar, 1975 to 1991

. xtfevd gdp gdpchg dvlag spillover threat gdpcat popcat areacat, invariant(
gdpcat popcat areacat)

panel fixed effects regression with vector decomposition

degrees of freedom fevd = 217 number of obs = 238
mean squared error =.0688196 F(9, 217) =697.8312
root mean squared error =.2623349 Prob > F = 3.0e-150
Residual Sum of Squares = 16.37906 R-squared =.9625839
Total Sum of Squares = 437.755 adj. R-squared  =.9591355

Estimation Sum of Squares = 421.3759

| fevd
gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg | .0064823 .0074939 0.87 0.388 -.0082879 .0212525
dvlag | .4330807 .0402091 10.77 0.000 .3538303 .512331
spillover | .5526451 .0844778 6.54 0.000 .3861431 .7191472
threat | .0001683 .0000659 2.55 0.011 .0000383 .0002983
gdpcat | -.1136791 .0233929 -4.86 0.000 -.1597855 -.0675727
popcat| .238499 .032089 7.43 0.000 .1752531 .3017449
areacat | .0361252 .0154819 2.33 0.021 .005611 .0666394
eta | 1 .0729767 13.70 0.000 .8561661 1.143834
_cons | -.6671025 .2878833 -2.32 0.021 -1.234508 -.0996971
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MODEL 11 Without DVLAG

reg gdp gdpchg spillover threat no po sp uk us fr ge gr it lux nl be ca dk

Source | SS df MS Number of obs = 255
------------- o F(17, 237)= 226.38
Model | 515.359009 17 30.3152358 Prob>F = 0.0000
Residual | 31.7380147 237 .133915674 R-squared = 0.9420
------------- Fommmmmmmm e eee Adj R-squad = 0.9378
Total | 547.097023 254 2.15392529 Root MSE = .36594

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ e m e ——————————————

gdpchg | -.0033247 .0096879 -0.34 0.732 -.02241 .0157607

spillover | .7012213 .1058477 6.62 0.000 .4926988 .9097439
threat | -.0009288 .0008618 -1.08 0.282 -.0026267 .000769
no| -1.610685 .1268753 -12.70 0.000 -1.860633 -1.360738
po| -1.281925 .1373159 -9.34 0.000 -1.552441 -1.01141
sp| -2.725326 .1341571 -20.31 0.000 -2.989618 -2.461033
uk| .1278343 .1308934 0.98 0.330 -.1300288 .3856974
us| 1.154274 .1547193 7.46 0.000 .8494729 1.459075
fr| -.7853896 .1291459 -6.08 0.000 -1.03981 -.530969
ge| -1.635115 .1276293 -12.81 0.000 -1.886548 -1.383683
gr| 1.786252 .1306747 13.67 0.000 1.528819 2.043684
it| -2.297189 .128003 -17.95 0.000 -2.549358 -2.04502
lux | -3.712289 .1297089 -28.62 0.000 -3.967819 -3.456759
nl| -1.671156 .1277712 -13.08 0.000 -1.922868 -1.419444
be | -1.783423 .1279272 -13.94 0.000 -2.035442 -1.531403
ca| -2.828031 .1454993 -19.44 0.000 -3.114668 -2.541393
dk | -2.476198 .1306601 -18.95 0.000 -2.733602 -2.218794
_cons| 2.397391 .4381158 5.47 0.000 1.534293 3.26049
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MODEL 12 L/R Party

reg gdp gdpchg dvlag spillover threat Irparty no po sp uk us fr ge gr it lux nl be
ca dk

Source | SS df MS Number of obs = 255
------------- Ao e F(19, 235)= 338.21
Model | 527.795529 19 27.778712 Prob>F = 0.0000
Residual | 19.3014947 235 .08213402 R-squared = 0.9647
------------- Fomm e Adj R-squad = 0.9619
Total | 547.097023 254 2.15392529 Root MSE = .28659

gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg | .0058208 .0076263 0.76 0.446 -.0092038 .0208454
dvlag | .4990864 .0405674 12.30 0.000 .4191642 .5790085
spillover | .4379214 .0858299 5.10 0.000 .268827 .6070159
threat | -.0011103 .0006879 -1.61 0.108 -.0024656 .000245
Irparty | -.0372553 .0421498 -0.88 0.378 -.1202951 .0457845
no| -.7748803 .1233584 -6.28 0.000 -1.01791 -.5318507
po | -.7942583 .1146359 -6.93 0.000 -1.020104 -.5684129
sp| -1.393004 .1513279 -9.21 0.000 -1.691137 -1.094872
uk | .0497144 .1030527 0.48 0.630 -.1533107 .2527395
us| .5151886 .1318337 3.91 0.000 .2554617 .7749154
fr| -.3942213 .1070239 -3.68 0.000 -.6050702 -.1833724
ge| -.8338703 .1209697 -6.89 0.000 -1.072194 -.5955467
gr| .9602561 .1238746 7.75 0.000 .7162095 1.204303
it| -1.178494 .1354628 -8.70 0.000 -1.44537 -.9116173
lux | -1.848495 .1824561 -10.13 0.000 -2.207953 -1.489036
nl| -.8574479 .119984 -7.15 0.000 -1.09383 -.6210662
be | -.9268858 .1220212 -7.60 0.000 -1.167281 -.6864906
ca| -1.461842 .1592425 -9.18 0.000 -1.775568 -1.148117
dk | -1.213352 .1462756 -8.29 0.000 -1.501531 -.9251734
_cons| .9578913 .3625072 2.64 0.009 .2437122 1.67207
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MODEL 13 NATO

tsset
panel variable: panelvar, 1 to 15
time variable: datevar, 1975 to 1991

. Xtgls gdp gdpchg dvlag spillover threat nato no po sp uk us fr ge gr it lux nl be
ca dk

Cross-sectional time-series FGLS regression

Coefficients: generalized least squares
Panels: homoskedastic
Correlation: no autocorrelation

Estimated covariances = 1 Number of obs = 255

Estimated autocorrelations = 0 Number of groups = 15

Estimated coefficients = 20 Time periods = 17
Wald chi2(19) = 7088.94

Log likelihood =-30.71131 Prob > chi2 = 0.0000

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e
gdpchg | .0031404 .0073416 0.43 0.669 -.0112489 .0175297
dviag | .4844101 .0390114 12.42 0.000 .4079491 .5608711
spillover | .440808 .0816856 5.40 0.000 .2807071 .6009088
threat | -.0011624 .0006473 -1.80 0.073 -.0024311 .0001063
nato | .3093238 .1389715 2.23 0.026 .0369446 .5817029
no| -.8235361 .1138749 -7.23 0.000 -1.046727 -.6003455
po| -.8260897 .1097379 -7.53 0.000 -1.041172 -.6110073
sp| -1.33015 .1473786 -9.03 0.000 -1.619007 -1.041293
uk | .0341758 .0979247 0.35 0.727 -.1577531 .2261048
us| .5159999 .1254846 4.11 0.000 .2700546 .7619452
fr| -.4278875 .1010028 -4.24 0.000 -.6258494 -.2299256
ge | -.8758503 .1131427 -7.74 0.000 -1.097606 -.6540947
gr| .9612294 117349 8.19 0.000 .7312295 1.191229
it| -1.226642 .1295368 -9.47 0.000 -1.48053 -.9727546
lux| -1.92104 .1750253 -10.98 0.000 -2.264084 -1.577997
nl| -.8936199 .1147642 -7.79 0.000 -1.118553 -.6686863
be | -.9597873 .1170047 -8.20 0.000 -1.189112 -.7304622
ca| -1.529308 .1529597 -10.00 0.000 -1.829103 -1.229512
dk| -1.271219 .1377297 -9.23 0.000 -1.541164 -1.001273
_cons| .7231734 .3619921 2.00 0.046 .0136819 1.432665
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MODEL 14 EU
xtgls gdp gdpchg dvlag spillover threat eu no po sp uk us fr ge gr it lux nl be ca
dk

Cross-sectional time-series FGLS regression
Coefficients: generalized least squares

Panels: homoskedastic
Correlation: no autocorrelation

Estimated covariances = 1 Number of obs = 255

Estimated autocorrelations = 0 Number of groups = 15

Estimated coefficients = 20 Time periods = 17
Wald chi2(19) = 6978.71

Log likelihood =-32.63944 Prob > chi2 = 0.0000

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e

gdpchg | .0051843 .0073245 0.71 0.479 -.0091714 .0195399
dvlag | .4965189 .0388827 12.77 0.000 .4203102 .5727276

spillover | .448992 .0835528 5.37 0.000 .2852315 .6127525
threat | -.0010861 .0006541 -1.66 0.097 -.002368 .0001959
eu| .0873976 .0851855 1.03 0.305 -.0795629 .2543581
no| -.8047866 .1143757 -7.04 0.000 -1.028959 -.5806142
po| -.8384194 .1164246 -7.20 0.000 -1.066607 -.6102314
sp | -1.450875 .1493481 -9.71 0.000 -1.743591 -1.158158
uk | -.0482981 .1325971 -0.36 0.716 -.3081837 .2115875
us| .4248813 .1563855 2.72 0.007 .1183713 .7313912
fr| -.5014071 .1355462 -3.70 0.000 -.7670727 -.2357415
ge | -.9448721 .1430611 -6.60 0.000 -1.225267 -.6644776
gr| .8914957 .1301495 6.85 0.000 .6364073 1.146584
it] -1.284065 .1588738 -8.08 0.000 -1.595452 -.9726777
lux | -1.959868 .19833 -9.88 0.000 -2.348588 -1.571149
nl| -.9573893 .1462683 -6.55 0.000 -1.24407 -.6707087
be | -1.022558 .1483704 -6.89 0.000 -1.313359 -.7317575
ca| -1.488887 .1527487 -9.75 0.000 -1.788269 -1.189505
dk| -1.3281 .1638493 -8.11 0.000 -1.649239 -1.006961
_cons| .9314184 .3493978 2.67 0.008 .2466112 1.616226
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ca dk

MODEL 15 EU+NATO

generate natoeu=nato*eu
xtgls gdp gdpchg dvlag spillover threat nato eu no po sp uk us fr ge gr it lux nl be

Cross-sectional time-series FGLS regression
Coefficients: generalized least squares

Panels: homoskedastic

Correlation: no autocorrelation

Estimated covariances = 1 Number of obs = 255

Estimated autocorrelations = 0 Number of groups = 15

Estimated coefficients = 21 Time periods = 17
Wald chi2(20) = 7091.78

Log likelihood =-30.66198 Prob > chi2 = 0.0000

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ e ——————————————
gdpchg | .0031315 .0073402 0.43 0.670 -.0112552 .0175181
dviag| .484815 .0390252 12.42 0.000 .408327 .561303
spillover | .4453278 .0829277 5.37 0.000 .2827925 .6078631
threat | -.001184 .0006509 -1.82 0.069 -.0024597 .0000916
nato | .2939982 .1472618 2.00 0.046 .0053703 .582626
eu| .0281407 .0895872 0.31 0.753 -.147447 .2037285

tab2 nato eu

-> tabulation of nato by eu

| eu
NATO | 0 1| Total
___________ Y SO
0] 7 0] 7
1] 72 176 | 248
___________ IS S
Total | 79 176 | 255
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INTERACTIVE TERM without nato and eu

xtgls gdp gdpchg dvlag spillover threat natoeu no po sp uk us fr ge gr it lux nl be
ca dk

Cross-sectional time-series FGLS regression
Coefficients: generalized least squares

Panels: homoskedastic
Correlation: no autocorrelation

Estimated covariances = 1 Number of obs = 255

Estimated autocorrelations = 0 Number of groups = 15

Estimated coefficients = 20 Time periods = 17
Wald chi2(19) = 6978.71

Log likelihood =-32.63944 Prob > chi2 = 0.0000

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ e m e ——————————————
gdpchg | .0051843 .0073245 0.71 0.479 -.0091714 .0195399
dvlag | .4965189 .0388827 12.77 0.000 .4203102 .5727276
spillover | .448992 .0835528 5.37 0.000 .2852315 .6127525
threat | -.0010861 .0006541 -1.66 0.097 -.002368 .0001959
natoeu | .0873976 .0851855 1.03 0.305 -.0795629 .2543581
no| -.8047866 .1143757 -7.04 0.000 -1.028959 -.5806142
po | -.8384194 .1164246 -7.20 0.000 -1.066607 -.6102314
sp| -1.450875 .1493481 -9.71 0.000 -1.743591 -1.158158
uk | -.0482981 .1325971 -0.36 0.716 -.3081837 .2115875
us| .4248813 .1563855 2.72 0.007 .1183713 .7313912
fr| -.5014071 .1355462 -3.70 0.000 -.7670727 -.2357415
ge| -.9448721 .1430611 -6.60 0.000 -1.225267 -.6644776
gr| .8914957 .1301495 6.85 0.000 .6364073 1.146584
it| -1.284065 .1588738 -8.08 0.000 -1.595452 -.9726777
lux | -1.959868 .19833 -9.88 0.000 -2.348588 -1.571149
nl| -.9573893 .1462683 -6.55 0.000 -1.24407 -.6707087
be | -1.022558 .1483704 -6.89 0.000 -1.313359 -.7317575
ca| -1.488887 .1527487 -9.75 0.000 -1.788269 -1.189505
dk| -1.3281 .1638493 -8.11 0.000 -1.649239 -1.006961
_cons| .9314184 .3493978 2.67 0.008 .2466112 1.616226
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MODEL 16 AGE IN YEARS
Table 3.8 Stata results GLS w/ U.S.

xtgls gdp gdpchg dvlag spillover threat nato eu age no po sp uk us fr ge gr it lux
nl be ca dk

Cross-sectional time-series FGLS regression
Coefficients: generalized least squares

Panels: homoskedastic
Correlation: no autocorrelation

Estimated covariances = 1 Number of obs = 255

Estimated autocorrelations = 0 Number of groups = 15

Estimated coefficients = 22 Time periods = 17
Wald chi2(21) = 7136.61

Log likelihood =-29.88629 Prob > chi2 = 0.0000

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e

gdpchg | .0044804 .0073974 0.61 0.545 -.0100183 .018979
dviag| .489222 .0390667 12.52 0.000 .4126526 .5657914

spillover | .5663589 .1274711 4.44 0.000 .3165201 .8161977
threat | -.0025502 .001273 -2.00 0.045 -.0050452 -.0000552
nato | .3105299 .1474115 2.11 0.035 .0216088 .5994511
eu| .0090894 .0906115 0.10 0.920 -.1685058 .1866847
age| .014264 .0114346 1.25 0.212 -.0081474 .0366754
no| -.8536002 .1161215 -7.35 0.000 -1.081194 -.6260063
po| -.9691114 .1562202 -6.20 0.000 -1.275297 -.6629254
sp| -1.012578 .3105887 -3.26 0.001 -1.62132 -.4038351
uk | -.0613224 .1441384 -0.43 0.671 -.3438286 .2211837
us| .339557 .1964537 1.73 0.084 -.0454853 .7245992
fr| -.5275499 .1473371 -3.58 0.000 -.8163254 -.2387745
ge| -.82656 .155773 -5.31 0.000 -1.131869 -.5212506
gr| .9340686 .1314175 7.11 0.000 .6764951 1.191642
it] -1.326796 .1679273 -7.90 0.000 -1.655928 -.9976649
lux| -2.01498 .2031949 -9.92 0.000 -2.413235 -1.616725
nl| -.9771822 .1523122 -6.42 0.000 -1.275709 -.6786558
be| -1.051711 .1562457 -6.73 0.000 -1.357947 -.7454752
ca| -1.710537 .2096887 -8.16 0.000 -2.12152 -1.299555
dk | -1.303003 .1627863 -8.00 0.000 -1.622058 -.9839478
_cons| .000303 .683203 0.00 1.000 -1.33875 1.339356
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Table 3.8 Stata results GLS w/o U.S.

xtgls gdp gdpchg dvlag spillover threat nato eu age be ca dk fr ge gr it lux nl no
po sp uk

Cross-sectional time-series FGLS regression
Coefficients: generalized least squares

Panels: homoskedastic
Correlation: no autocorrelation

Estimated covariances = 1 Number of obs = 238

Estimated autocorrelations = 0 Number of groups = 14

Estimated coefficients = 21 Time periods = 17
Wald chi2(20) = 6102.32

Log likelihood =-19.61744 Prob > chi2 = 0.0000

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e
gdpchg | -.0018064 .0075781 -0.24 0.812 -.0166593 .0130464
dvlag | .4283714 .0401591 10.67 0.000 .3496611 .5070818
spillover | .1912408 .1404686 1.36 0.173 -.0840725 .4665541
threat | .0005169 .0001564 3.31 0.001 .0002104 .0008235
nato | .1746458 .1459735 1.20 0.232 -.111457 .4607485
eu| .01026 .0877488 0.12 0.907 -.1617245 .1822444
age | -.035495 .0107726 -3.29 0.001 -.0566088 -.0143811
be | -.9586681 .1438512 -6.66 0.000 -1.240611 -.6767249
ca| -2.056039 .2285454 -9.00 0.000 -2.50398 -1.608098
dk| -1.27557 .1639541 -7.78 0.000 -1.596914 -.9542259
fr| -.4166945 .1298452 -3.21 0.001 -.6711863 -.1622027
ge | -1.051555 .1442199 -7.29 0.000 -1.334221 -.7688894
gr| .9775138 .1271897 7.69 0.000 .7282266 1.226801
it] -1.260583 .1553404 -8.11 0.000 -1.565044 -.9561213
lux | -2.004833 .1966879 -10.19 0.000 -2.390334 -1.619332
nl| -.8877787 .1429207 -6.21 0.000 -1.167898 -.6076594
no| -.7849361 .116791 -6.72 0.000 -1.013842 -.5560299
po| -.9323066 .1178595 -7.91 0.000 -1.163307 -.7013062
sp| -2.644513 .3992466 -6.62 0.000 -3.427022 -1.862004
uk | .0778951 .1260344 0.62 0.537 -.1691279 .324918
_cons| 2.769224 .7792938 3.55 0.000 1.241837 4.296612
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Table 3.8 Stata results XTPCSE w/ U.S.

tsset
panel variable: panelvar, 1 to 25
time variable: datevar, 1992 to 2006

. Xtpcse gdp gdpchg dvlag spillover threat nato eu age no po sp uk us fr ge gr it

lux nl be ca dk, correlation (arl)
Prais-Winsten regression, correlated panels corrected standard RE6IEsS)

Group variable: panelvar Number of obs = 375
Time variable: datevar Number of groups = 25
Panels: correlated (balanced) Obs per group: min = 15
Autocorrelation: common AR(1) avg = 15

max = 15
Estimated covariances = 325 R-squared = 0.7974
Estimated autocorrelations = 1 Wald chi2(21) =175349.69
Estimated coefficients = 22 Prob > chi2 = 0.0000

| Panel-corrected
gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e
gdpchg | -.0175778 .0106732 -1.65 0.100 -.0384969 .0033412
dvlag | .5658384 .070724 8.00 0.000 .427222 .7044548
spillover | .4012995 .1242757 3.23 0.001 .1577236 .6448753
threat | .0011699 .0027214 0.43 0.667 -.0041639 .0065037
nato| .0976916 .1300335 0.75 0.452 -.1571695 .3525526
eu| -.216649 .1850914 -1.17 0.242 -5794215 .1461235
age | .0159535 .0048409 3.30 0.001 .0064654 .0254415
no| -.6946889 .2660855 -2.61 0.009 -1.216207 -.173171
po| -.7005131 .2971926 -2.36 0.018 -1.283 -.1180263
sp| -.4598451 .2200147 -2.09 0.037 -.8910661 -.0286242
uk | -.4136947 .2677318 -1.55 0.122 -.9384393 .1110499
us| .1075268 .3143778 0.34 0.732 -5086425 .723696
fr| -.4029358 .2725771 -1.48 0.139 -9371771 .1313054
ge | -.8494083 .2627765 -3.23 0.001 -1.364441 -.3343759
gr| .1529496 .2255798 0.68 0.498 -.2891786 .5950779
it] -.7530743 .2886496 -2.61 0.009 -1.318817 -.1873316
lux | -1.248214 .3295657 -3.79 0.000 -1.894151 -.6022775
nl| -.8367556 .2877489 -2.91 0.004 -1.400733 -.2727781
be | -.9870346 .3050849 -3.24 0.001 -1.58499 -.3890792
ca| -.9627451 .3319237 -2.90 0.004 -1.613304 -.3121865
dk | -.8705843 .2766293 -3.15 0.002 -1.412768 -.328401
_cons | -.0119394 .2410164 -0.05 0.960 -.4843228 .4604441
_____________ A o e
rho| .0751813



Table 3.8 Stata results XTPCSE w/o U.S.

xtpcse gdp gdpchg dvlag spillover threat nato eu age no po sp uk us fr ge gr it
lux nl be ca dk, correlat
> jon (arl)

Prais-Winsten regression, correlated panels corrected standard RESIEsS)

Group variable: panelvar Number of obs = 238
Time variable: datevar Number of groups = 14
Panels: correlated (balanced) Obs per group: min = 17
Autocorrelation: common AR(1) avg = 17

max = 17
Estimated covariances = 105 R-squared = 0.9407
Estimated autocorrelations = 1 Wald chi2(20) = 27939.63
Estimated coefficients = 21 Prob > chi2 = 0.0000

| Panel-corrected
gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e
gdpchg | -.0047352 .0076985 -0.62 0.538 -.0198239 .0103535
dviag | .3206341 .0649294 4.94 0.000 .1933748 .4478934
spillover | .1513527 .1545648 0.98 0.327 -.1515887 .454294
threat | .0005486 .0001429 3.84 0.000 .0002686 .0008286
nato | .2747567 .1649115 1.67 0.096 -.0484639 .5979773
eu| .0366324 .1472883 0.25 0.804 -.2520474 .3253123
age | -.0424247 .0117004 -3.63 0.000 -.0653571 -.0194923
no | -.9462494 .2233305 -4.24 0.000 -1.383969 -.5085297
po| -1.042219 .1792284 -5.82 0.000 -1.3935 -.6909378
sp| -3.121424 .4559724 -6.85 0.000 -4.015113 -2.227734
uk | .0585267 .2303056 0.25 0.799 -.3928639 .5099174
us | (dropped)
fr| -.5294301 .2356842 -2.25 0.025 -.9913627 -.0674974
ge| -1.281369 .2235243 -5.73 0.000 -1.719468 -.8432691
gr| 1.104153 .2458061 4.49 0.000 .622382 1.585924
it| -1.519294 .2891563 -5.25 0.000 -2.08603 -.9525575
lux | -2.411492 .3338101 -7.22 0.000 -3.065748 -1.757237
nl| -1.08243 .2460438 -4.40 0.000 -1.564667 -.6001934
be| -1.188571 .2624857 -4.53 0.000 -1.703033 -.6741081
ca| -2.371706 .2979394 -7.96 0.000 -2.955656 -1.787755
dk| -1.5488 .2811751 -5.51 0.000 -2.099893 -.9977071
_cons| 3.532107 .88089 4.01 0.000 1.805595 5.25862
_____________ A e
rho| .2747103



Table 3.8 & 3.9 Stata results XTFEVD w/ U.S.

. xtfevd gdp gdpchg dvlag spillover threat nato eu gdpcat popcat areacat age,
invariant( gdpcat popcat area
> cat)

panel fixed effects regression with vector decomposition

degrees of freedomfevd = 230 number of obs = 255
mean squared error = .069834 F(12, 230) =621.4715
root mean squared error =.2642612 Prob > F = 3.0e-164
Residual Sum of Squares = 17.80767 R-squared =.9674506
Total Sum of Squares = 547.097 adj. R-squared  =.9640542

Estimation Sum of Squares =529.2894

| fevd
gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ e m e ——————————————
gdpchg | .0046685 .0074177 0.63 0.530 -.0099469 .0192838
dvlag | .4636959 .0381463 12.16 0.000 .3885351 .5388568
spillover | .5470071 .0847777 6.45 0.000 .3799669 .7140474
threat | -.0018151 .0005067 -3.58 0.000 -.0028133 -.0008168
nato| .27665 .1399836 1.98 0.049 .0008358 .5524642
eu| -.0085127 .0676659 -0.13 0.900 -.141837 .1248116
age| .0053325 .002772 1.92 0.056 -.0001292 .0107943
gdpcat | .0088947 .0273656 0.33 0.745 -.0450246 .062814
popcat | .1222228 .0281757 4.34 0.000 .0667073 .1777384
areacat | .0879844 .0232134 3.79 0.000 .0422463 .1337226
eta | 1 .0723358 13.82 0.000 .8574744 1.142526
_cons | -1.804261 .3987281 -4.53 0.000 -2.589888 -1.018635

402



Table 3.8 & 3.9 Stata results XTFEVD w/o U.S.

. xtfevd gdp gdpchg dvlag spillover threat nato eu gdpcat popcat areacat age,

invariant( gdpcat popcat area
> cat)

panel fixed effects regression with vector decomposition

degrees of freedomfevd = 214 number of obs = 238
mean squared error = .065317 F(12, 214) =528.3797
root mean squared error =.2555718 Prob > F =1.9e-148
Residual Sum of Squares = 15.54544 R-squared =.9644883
Total Sum of Squares = 437.755 adj. R-squared  =.9606716

Estimation Sum of Squares =422.2095

| fevd
gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ e m e ——————————————
gdpchg | -.0004049 .0075429 -0.05 0.957 -.0152728 .0144629
dviag | .4087938 .0401469 10.18 0.000 .3296598 .4879278
spillover | .2242732 .0830364 2.70 0.007 .0605992 .3879473
threat | .0004651 .0000774 6.01 0.000 .0003124 .0006177
nato | .1693319 .1380654 1.23 0.221 -.1028104 .4414741
eu| -.0105843 .0697581 -0.15 0.880 -.1480853 .1269166
age | -.0344843 .0035722 -9.65 0.000 -.0415254 -.0274432
gdpcat | -.0736284 .0266662 -2.76 0.006 -.1261904 -.0210663
popcat | .2125256 .0315133 6.74 0.000 .1504093 .2746418
areacat | -.0286654 .0254549 -1.13 0.261 -.0788398 .021509
eta | 1 .0700012 14.29 0.000 .8620199 1.13798
_cons| 1.91371 .3892288 4.92 0.000 1.146496 2.680923
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APPENDIX B
CHAPTER 4: POST-COLD WAR STATA RESULTS

MODEL 1 — spillover
reg gdp gdpchg dvlag spillover no pl po rom svk slov sp tu uk us fr ge gr hu it
lat lith lux nl be bul ca cz dk es

Source | SS
_____________ S

Number of obs = 375

F(27, 347)= 64.27

Model | 311.758117 27 11.5465969 Prob>F = 0.0000
Residual | 62.3430629 347 .179663006 R-squared = 0.8334
------------- e e e e Adj R-squad = 0.8204
Total | 374.10118 374 1.00027054 Root MSE = .42387

gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg | -.0198705 .0055601 -3.57 0.000 -.0308063 -.0089348
dvlag | .497449 .0406423 12.24 0.000 .4175127 .5773853
spillover | .3838867 .0888531 4.32 0.000 .2091283 .5586452
no| -1.079839 .1759682 -6.14 0.000 -1.425937 -.7337406
pl| -1.024855 .1785152 -5.74 0.000 -1.375963 -.6737469
po| -1.12205 .1772215 -6.33 0.000 -1.470613 -.7734862
rom | -.9350599 .1707777 -5.48 0.000 -1.27095 -.5991701
svk | -1.015629 .1777965 -5.71 0.000 -1.365323 -.6659348
slov| -1.315152 .1875215 -7.01 0.000 -1.683974 -.9463301
sp| -1.460218 .1964375 -7.43 0.000 -1.846576 -1.07386
tu | (dropped)
uk | -.7761336 .1644881 -4.72 0.000 -1.099653 -.4526145
us | -.2190105 .1555814 -1.41 0.160 -.5250118 .0869907
fr| -.7643297 .1662094 -4.60 0.000 -1.091234 -.437425
ge| -1.375251 .1899007 -7.24 0.000 -1.748752 -1.001749
gr| -.1616285 .1550055 -1.04 0.298 -.466497 .1432399
hu| -1.367186 .1902948 -7.18 0.000 -1.741462 -.9929092
it|] -1.176751 .1821468 -6.46 0.000 -1.535001 -.8185001
lat | -.9524663 .1748629 -5.45 0.000 -1.296391 -.6085418
lith | -1.164229 .1778431 -6.55 0.000 -1.514015 -.8144429
lux | -1.742115 .2132315 -8.17 0.000 -2.161504 -1.322726
nl| -1.265306 .1849564 -6.84 0.000 -1.629082 -.9015288
be | -1.441851 .1936724 -7.44 0.000 -1.82277 -1.060931
bul | -.7164231 .1589021 -4.51 0.000 -1.028956 -.4038906
ca| -1.447492 .1955633 -7.40 0.000 -1.832131 -1.062854
cz| -1.000863 .1740136 -5.75 0.000 -1.343117 -.6586094
dk | -1.294947 .1867873 -6.93 0.000 -1.662325 -.9275698
es| -.9545969 .1775013 -5.38 0.000 -1.303711 -.6054832
_cons| 1.30757 .2178859 6.00 0.000 .879027 1.736113
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MODEL 2 - dspll
reg gdp gdpchg dvlag dspll no pl po rom svk slov sp uk us fr ge gr hu it lat lith

lux nl be bul cacz dk es

Source | SS df MS Number of obs = 375
------------- o F(27, 347)= 60.33
Model | 308.405308 27 11.4224188 Prob>F = 0.0000
Residual | 65.695872 347 .189325279 R-squared = 0.8244
------------- Fommmmmmmm e eee Adj R-squad = 0.8107
Total | 374.10118 374 1.00027054 Root MSE = .43512

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ A o e
gdpchg | -.0288477 .0054421 -5.30 0.000 -.0395513 -.0181441
dvlag | .5826751 .0366366 15.90 0.000 .5106174 .6547328
dspll| .0026373 .0392709 0.07 0.946 -.0746017 .0798763
no| -.8737609 .1738779 -5.03 0.000 -1.215748 -.5317736
pl| -.7851925 .1814705 -4.33 0.000 -1.142113 -.428272
po| -.9139858 .1750773 -5.22 0.000 -1.258332 -.5696396
rom| -.7642541 .1859935 -4.11 0.000 -1.130071 -.3984376
svk | -.7880001 .1910686 -4.12 0.000 -1.163798 -.4122017
slov| -1.050457 .1984328 -5.29 0.000 -1.44074 -.660175
sp| -1.167466 .1892969 -6.17 0.000 -1.53978 -.7951529
uk | -.6460538 .1660031 -3.89 0.000 -.9725527 -.3195548
us | -.1802979 .1594468 -1.13 0.259 -.4939017 .1333058
fr| -.5996431 .1661072 -3.61 0.000 -.9263467 -.2729396
ge| -1.117882 .1851006 -6.04 0.000 -1.481943 -.753822
gr| -.1257554 .1588946 -0.79 0.429 -.4382731 .1867623
hu| -1.085735 .1903811 -5.70 0.000 -1.460181 -.7112883
it] -.9500048 .1790494 -5.31 0.000 -1.302163 -.5978462
lat | -.7576423 .1889782 -4.01 0.000 -1.129329 -.3859554
lith | -.9523111 .1911762 -4.98 0.000 -1.328321 -.5763013
lux | -1.374567 .2007762 -6.85 0.000 -1.769458 -.9796755
nl| -1.020942 .1807698 -5.65 0.000 -1.376484 -.6653993
be| -1.163458 .1874887 -6.21 0.000 -1.532215 -.7947005
bul | -.6377604 .1766686 -3.61 0.000 -.9852365 -.2902842
ca| -1.153842 .1882602 -6.13 0.000 -1.524116 -.7835672
cz| -.797739 .1784952 -4.47 0.000 -1.148808 -.4466703
dk | -1.063259 .1837392 -5.79 0.000 -1.424641 -.7018762
es| -.7406936 .1914851 -3.87 0.000 -1.117311 -.364076
_cons| 1.781272 .2145953 8.30 0.000 1.359201 2.203343
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MODEL 3 - usspll
reg gdp gdpchg dvlag usspill no pl po rom svk slov sp uk us fr ge gr hu it lat lith
lux nl be bul ca cz dk es

Source | SS df MS Number of obs = 375
------------- o F(27, 347)= 60.36
Model | 308.43406 27 11.4234837 Prob>F = 0.0000
Residual | 65.6671204 347 .189242422 R-squared = 0.8245
------------- Fomm e Adj R-squad = 0.8108
Total | 374.10118 374 1.00027054 Root MSE = .43502

gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg | -.0282678 .005448 -5.19 0.000 -.0389831 -.0175525
dvlag | .5809828 .036689 15.84 0.000 .5088221 .6531435
usspill | -.007943 .0200822 -0.40 0.693 -.0474411 .031555
no| -.8763147 .1739563 -5.04 0.000 -1.218456 -.5341732
pl| -.8078633 .1811069 -4.46 0.000 -1.164069 -.4516578
po| -.9161175 .1751242 -5.23 0.000 -1.260556 -.571679
rom | -.7947768 .1826221 -4.35 0.000 -1.153962 -.4355913
svk| -.820401 .1877118 -4.37 0.000 -1.189597 -.4512049
slov| -1.083359 .1952618 -5.55 0.000 -1.467404 -.6993131
sp| -1.171495 .1895003 -6.18 0.000 -1.544208 -.7987811
uk | -.6475584 .1660074 -3.90 0.000 -.9740657 -.3210511
us| -.1808717 .1594165 -1.13 0.257 -.4944159 .1326725
fr| -.6006658 .1660535 -3.62 0.000 -.9272637 -.2740678
ge| -1.120773 .1852046 -6.05 0.000 -1.485038 -.7565079
gr| -.1256888 .1588547 -0.79 0.429 -.4381279 .1867504
hu| -1.108393 .1901765 -5.83 0.000 -1.482437 -.7343495
it] -.9522389 .1791017 -5.32 0.000 -1.3045 -.5999773
lat | -.7885724 .1856728 -4.25 0.000 -1.153758 -.4233867
lith | -.9836208 .1879103 -5.23 0.000 -1.353207 -.6140344
lux | -1.380176 .2011536 -6.86 0.000 -1.775809 -.9845418
nl| -1.023831 .1808774 -5.66 0.000 -1.379585 -.6680769
be| -1.166809 .1876353 -6.22 0.000 -1.535855 -.7977632
bul | -.6663258 .1729916 -3.85 0.000 -1.00657 -.3260818
ca| -1.157924 .1884741 -6.14 0.000 -1.52862 -.787229
cz| -.8188285 .1780297 -4.60 0.000 -1.168981 -.4686755
dk | -1.066849 .1838425 -5.80 0.000 -1.428435 -.7052636
es| -.7729074 .1881574 -4.11 0.000 -1.14298 -.4028348
_cons| 1.822713 .2117928 8.61 0.000 1.406154 2.239273
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MODEL 4 threat = dist

reg gdp gdpchg dvlag spillover dist

Source | SS df MS Number of obs = 375
------------- o F( 4, 370)= 335.56
Model | 293.260491 4 73.3151228 Prob>F = 0.0000
Residual | 80.8406892 370 .218488349 R-squared = 0.7839
------------- Fommmmmmmm e eee Adj R-squad = 0.7816
Total | 374.10118 374 1.00027054 Root MSE = .46743

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ e m e ——————————————

gdpchg | -.022505 .0059601 -3.78 0.000 -.034225 -.010785

dvlag | .8310406 .0236291 35.17 0.000 .7845764 .8775047
spillover | -.0122613 .0858284 -0.14 0.886 -.1810339 .1565113

dist| .0092182 .0144871 0.64 0.525 -.0192691 .0377056

_cons| .3751914 .1991771 1.88 0.060 -.0164697 .7668524

MODEL 4 threat = dist (LESS U.S. Data)
. reg gdp gdpchg dvlag spillover dist

Source | SS df MS Number of obs = 360
------------- Ao F( 4, 355)= 287.08
Model | 254.098184 4 63.5245461 Prob>F = 0.0000
Residual | 78.5550441 355 .221281814 R-squared = 0.7639
------------- Ao Adj R-squad = 0.7612
Total | 332.653229 359 .926610665 Root MSE = .47041

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ e m e ——————————————

gdpchg | -.0220603 .006019 -3.67 0.000 -.0338977 -.0102228

dvlag | .8073426 .025562 31.58 0.000 .7570706 .8576145
spillover | .02989 .0886878 0.34 0.736 -.1445296 .2043096

dist | -.0257237 .0197908 -1.30 0.195 -.0646457 .0131982

_cons| .3984422 .2048132 1.95 0.053 -.0043575 .801242
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MODEL 5 threat = prox

reg gdp gdpchg dvlag spillover prox

Source | SS df MS Number of obs = 375
------------- Ao F( 4, 370)= 335.35
Model | 293.221923 4 73.3054807 Prob>F = 0.0000
Residual | 80.8792574 370 .218592588 R-squared = 0.7838
------------- Fomm e Adj R-squad = 0.7815
Total | 374.10118 374 1.00027054 Root MSE = 46754

gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg | -.0224208 .0059588 -3.76 0.000 -.0341381 -.0107035
dvlag | .8328325 .023555 35.36 0.000 .7865141 .8791509
spillover | -.0144871 .0858315 -0.17 0.866 -.1832658 .1542915
prox | -.0288633 .0604135 -0.48 0.633 -.1476601 .0899335
_cons| .4206214 .202579 2.08 0.039 .0222709 .818972

Figure 4.1 = Russia vs. US
. correlate varl var2
(obs=15)

| varl var2
_____________ I,

varl| 1.0000
var2 | 0.8666 1.0000

(..8666% = .75 (coefficient of determination)

Figure 4.2 = Russia vs. non-US
. correlate varl var2
(obs=15)
| varl var2
_____________ I,
varl | 1.0000
var2 | 0.3379 1.0000

(.3379¥ = .11 (coefficient of determination)
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MODEL 6 threat = Russia
reg gdp gdpchg dvlag spillover russia no pl po rom svk slov sp uk us fr ge gr hu
it lat lith lux nl be bul ca cz dk es

Source | SS df MS Number of obs = 375
------------- o F(28, 346)= 61.93
Model | 311.869441 28 11.1381943 Prob>F = 0.0000
Residual | 62.2317397 346 .179860519 R-squared = 0.8336
------------- Fommmmmmmm e eee Adj R-squad = 0.8202
Total | 374.10118 374 1.00027054 Root MSE = .4241

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ A o e

gdpchg | -.0191203 .0056443 -3.39 0.001 -.0302218 -.0080189
dvlag | .4950928 .0407748 12.14 0.000 .4148951 .5752905

spillover | .362062 .0931296 3.89 0.000 .1788906 .5452334
russia| .0007316 .0009299 0.79 0.432 -.0010974 .0025606
no| -1.081108 .1760723 -6.14 0.000 -1.427415 -.7348017
pl| -1.02691 .1786324 -5.75 0.000 -1.378252 -.6755676
po| -1.122514 .1773199 -6.33 0.000 -1.471274 -.773753
rom | -.9349466 .1708717 -5.47 0.000 -1.271024 -.5988687
svk| -1.017566 .1779112 -5.72 0.000 -1.36749 -.6676424
slov| -1.317666 .1876518 -7.02 0.000 -1.686748 -.9485845
sp| -1.463075 .196579 -7.44 0.000 -1.849715 -1.076435
uk | -.7769003 .1645814 -4.72 0.000 -1.100606 -.4531944
us| -.219423 .1556678 -1.41 0.160 -.5255973 .0867513
fr| -.7626531 .1663144 -4.59 0.000 -1.089768 -.4355386
ge| -1.376715 .1900141 -7.25 0.000 -1.750444 -1.002987
gr| -.1597713 .1551086 -1.03 0.304 -.4648457 .1453031
hu| -1.368755 .1904098 -7.19 0.000 -1.743261 -.9942483
it] -1.177309 .1822482 -6.46 0.000 -1.535763 -.8188549
lat | -.9526247 .1749591 -5.44 0.000 -1.296742 -.6085075
lith | -1.164758 .1779421 -6.55 0.000 -1.514742 -.8147732
lux | -1.746374 .2134173 -8.18 0.000 -2.166133 -1.326615
nl| -1.266732 .185067 -6.84 0.000 -1.63073 -.9027344
be| -1.44369 .1937929 -7.45 0.000 -1.82485 -1.062529
bul | -.7140391 .1590183 -4.49 0.000 -1.026803 -.4012749
ca| -1.450288 .195703 -7.41 0.000 -1.835206 -1.065371
cz| -1.000816 .1741092 -5.75 0.000 -1.343262 -.6583708
dk | -1.298784 .1869535 -6.95 0.000 -1.666492 -.9310752
es| -.9570246 .1776256 -5.39 0.000 -1.306386 -.6076628
_cons| 1.304526 .21804 5.98 0.000 .8756751 1.733376
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MODEL 7 threat = threat
reg gdp gdpchg dvlag spillover threat no pl po rom svk slov sp uk us fr ge gr hu

it lat lith lux nl be bul ca cz dk es

Source | SS df MS Number of obs = 375
------------- o F(28, 346)= 61.94
Model | 311.883262 28 11.1386879 Prob>F = 0.0000
Residual | 62.2179186 346 .179820574 R-squared = 0.8337
------------- Fommmmmmmm e eee Adj R-squad = 0.8202
Total | 374.10118 374 1.00027054 Root MSE = .42405

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg| -.018325 .005863 -3.13 0.002 -.0298565 -.0067934
dvlag| .497315 .0406605 12.23 0.000 .4173422 5772879
spillover | .3639055 .0920624 3.95 0.000 .1828332 .5449779
threat | .0012345 .0014798 0.83 0.405 -.001676 .004145
no| -1.081444 .1760558 -6.14 0.000 -1.427718 -.7351697
pl| -1.053401 .181842 -5.79 0.000 -1.411056 -.6957459
po| -1.08842 .1818242 -5.99 0.000 -1.44604 -.7308006
rom | -.9403642 .1709709 -5.50 0.000 -1.276637 -.6040911
svk | -1.018929 .1779184 -5.73 0.000 -1.368867 -.6689912
slov| -1.308507 .1877728 -6.97 0.000 -1.677826 -.9391869
sp| -1.431226 .199573 -7.17 0.000 -1.823755 -1.038697
uk | -.7584494 16592 -4.57 0.000 -1.084788 -.4321107
us| -.177629 .1633628 -1.09 0.278 -.4989382 .1436802
fr| -.7443105 .168005 -4.43 0.000 -1.07475 -.4138709
ge| -1.376033 .1899862 -7.24 0.000 -1.749706 -1.00236
gr| -.1493595 .1557693 -0.96 0.338 -.4557333 .1570144
hu| -1.370803 .1904276 -7.20 0.000 -1.745344 -.9962618
it] -1.158119 .1835902 -6.31 0.000 -1.519212 -.7970256
lat | -1.007557 .1869888 -5.39 0.000 -1.375335 -.6397791
lith | -1.227361 .1933466 -6.35 0.000 -1.607644 -.8470784
lux | -1.729842 .2138317 -8.09 0.000 -2.150416 -1.309269
nl| -1.25217 .1857063 -6.74 0.000 -1.617425 -.8869145
be | -1.426049 .194681 -7.33 0.000 -1.808956 -1.043141
bul | -.710829 .1591132 -4.47 0.000 -1.02378 -.3978783
ca| -1.40435 .2023684 -6.94 0.000 -1.802377 -1.006323
cz| -1.000319 .1740911 -5.75 0.000 -1.342729 -.6579093
dk | -1.300702 .1869964 -6.96 0.000 -1.668495 -.9329091
es| -1.009403 .1893421 -5.33 0.000 -1.38181 -.636997
_cons| 1.292191 .2187596 5.91 0.000 .8619248 1.722457
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MODEL 8 ECONOMY SIZE (gdpcat)

reg gdp gdpchg dvlag spillover threat gdpcat

Source | SS df MS Number of obs = 375
------------- Ao F( 5, 369)= 269.87
Model | 293.766976 5 58.7533952 Prob>F = 0.0000
Residual | 80.3342042 369 .21770787 R-squared = 0.7853
------------- Fomm e Adj R-squad = 0.7824
Total | 374.10118 374 1.00027054 Root MSE = .46659

gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ A e

gdpchg | -.0208468 .0060907 -3.42 0.001 -.0328236 -.00887

dvlag | .8297997 .0235845 35.18 0.000 .7834228 .8761765
spillover | -.0167056 .0870261 -0.19 0.848 -.1878349 .1544238

threat | .0015973 .0011083 1.44 0.150 -.000582 .0037767

gdpcat | .0222443 .0149852 1.48 0.139 -.0072228 .0517115

_cons| .2346863 .2217758 1.06 0.291 -.2014166 .6707893
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MODEL 9 POPULATION SIZE (popcat)
reg gdp gdpchg dvlag spillover threat popcat

Source | SS df MS Number of obs = 375
------------- o F( 5, 369)= 273.75
Model | 294.663106 5 58.9326212 Prob>F = 0.0000
Residual | 79.4380745 369 .215279335 R-squared = 0.7877
------------- Fommmmmmmm e eee Adj R-squad = 0.7848
Total | 374.10118 374 1.00027054 Root MSE = .46398

gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ e m e ——————————————

gdpchg | -.0194498 .0060948 -3.19 0.002 -.0314346 -.007465

dviag | .8131652 .0246243 33.02 0.000 .7647437 .8615867
spillover | -.0173543 .0864323 -0.20 0.841 -.1873158 .1526073

threat | .0017128 .0009979 1.72 0.087 -.0002495 .0036751

popcat | .0605022 .0239325 2.53 0.012 .0134411 .1075633

_cons| .2259203 .2054483 1.10 0.272 -.178076 .6299166
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MODEL 10 COUNTRY SIZE (areacat)

reg gdp gdpchg dvlag spillover threat areacat

Source | SS df MS Number of obs = 375
------------- o F( 5, 369)= 275.62
Model | 295.088962 5 59.0177923 Prob>F = 0.0000
Residual | 79.0122188 369 .214125254 R-squared = 0.7888
------------- Fommmmmmmm e eee Adj R-squad = 0.7859
Total | 374.10118 374 1.00027054 Root MSE = .46274

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ e m e ——————————————

gdpchg | -.0198238 .0060528 -3.28 0.001 -.0317261 -.0079215

dviag | .8068837 .0249585 32.33 0.000 .7578049 .8559625
spillover | -.0074546 .0863526 -0.09 0.931 -.1772596 .1623505

threat | .001613 .0009625 1.68 0.095 -.0002795 .0035056

areacat | .0452887 .0156129 2.90 0.004 .0145874  .07599

_cons | -.1767167 .2752896 -0.64 0.521 -.71805 .3646166
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Table 4.4 Stata results OLS w/ U.S.
reg gdp gdpchg dvlag spillover threat gdpcat popcat areacat

Source | SS df MS Number of obs = 375
------------- Ao e F( 7, 367)= 197.22
Model | 295.536079 7 42.2194398 Prob>F = 0.0000
Residual | 78.5651017 367 .214073846 R-squared = 0.7900
------------- Fomm e Adj R-squad = 0.7860
Total | 374.10118 374 1.00027054 Root MSE = .46268

gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg | -.018954 .0060864 -3.11 0.002 -.0309226 -.0069854
dvlag | .7960568 .0261881 30.40 0.000 .7445592 .8475544
spillover | -.012122 .0864112 -0.14 0.889 -.1820452 .1578013
threat| .001342 .0011028 1.22 0.224 -.0008266 .0035105
gdpcat | -.025885 .0233033 -1.11 0.267 -.0717096 .0199397
popcat | .0532949 .0379803 1.40 0.161 -.0213914 .1279812
areacat | .0400955 .0208054 1.93 0.055 -.0008173 .0810082
_cons | -.0763766 .2864787 -0.27 0.790 -.6397223 .4869691

Table 4.4 Stata results OLS w/o U.S.

reg gdp gdpchg dvlag spillover threat gdpcat popcat areacat

Source | SS df MS Number of obs = 360
------------- o F( 7, 352)= 167.62
Model | 255.886057 7 36.555151 Prob>F = 0.0000
Residual | 76.7671717 352 .218088556 R-squared = 0.7692
------------- Fommmmmmmm e eee Adj R-squad = 0.7646
Total | 332.653229 359 .926610665 Root MSE = .467

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ e m e ——————————————
gdpchg | -.0183982 .0061601 -2.99 0.003 -.0305133 -.006283
dvlag| .777837 .0278332 27.95 0.000 .7230966 .8325774
spillover | .0095036 .0887955 0.11 0.915 -.1651329 .1841401
threat | .0013587 .0011145 1.22 0.224 -.0008332 .0035506
gdpcat | -.0415082 .0246807 -1.68 0.093 -.0900483 .0070319
popcat | .074337 .0399219 1.86 0.063 -.0041784 .1528524
areacat | .0267516 .0220213 1.21 0.225 -.0165582 .0700615
_cons| .0827764 .3036977 0.27 0.785 -5145139 .6800666
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Table 4.4 Stata results XTFEVD w/ U.S.

. tsset
panel variable: panelvar, 1 to 25
time variable: datevar, 1992 to 2006

. xtfevd gdp gdpchg dvlag spillover threat gdpcat popcat areacat, invariant(
gdpcat popcat areacat)

panel fixed effects regression with vector decomposition

degrees of freedom fevd = 343 number of obs = 375
mean squared error =.1600119 F(9, 343) =224.4315
root mean squared error =.4000149 Prob > F =2.5e-131
Residual Sum of Squares = 60.00448 R-squared =.8396036
Total Sum of Squares =374.1012 adj. R-squared  =.8251071

Estimation Sum of Squares = 314.0967

| fevd
gdp| Coef. Std.Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg | -.0117933 .0055458 -2.13 0.034 -.0227013 -.0008853
dvlag | .4726421 .0393232 12.02 0.000 .3952972 .549987
spillover | .2491403 .0821296 3.03 0.003 .0875993 .4106814
threat| .0011901 .000997 1.19 0.233 -.000771 .0031511
gdpcat | -.1065258 .0224736 -4.74 0.000 -.1507293 -.0623223
popcat| .1715804 .0362033 4.74 0.000 .1003719 .2427888
areacat | .1098355 .0199894 5.49 0.000 .0705183 .1491528
eta | 1 .0970842 10.30 0.000 .8090447 1.190955
_cons | -.6668838 .265243 -2.51 0.012 -1.188591 -.1451761

415



Table 4.4 Stata results XTFEVD w/o U.S

xtfevd gdp gdpchg dvlag spillover threat gdpcat popcat areacat, invariant(
gdpcat popcat areacat)

panel fixed effects regression with vector decomposition

degrees of freedom fevd = 329 number of obs = 360
mean squared error =.1626071 F( 9, 329) =192.5733
root mean squared error = .4032457 Prob > F =3.3e-119
Residual Sum of Squares =58.53856 R-squared =.8240253
Total Sum of Squares = 332.6532 adj. R-squared  =.8079789

Estimation Sum of Squares = 274.1147

| fevd
gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ e m e ——————————————
gdpchg | -.0115103 .0056055 -2.05 0.041 -.0225375 -.0004831
dvliag | .4542794 .0406682 11.17 0.000 .3742768 .534282
spillover | .2809692 .0845698 3.32 0.001 .1146034 .447335
threat | .0010596 .0010071 1.05 0.293 -.0009215 .0030408
gdpcat | -.1408263 .0243567 -5.78 0.000 -.1887409 -.0929118
popcat | .2198423 .0388192 5.66 0.000 .1434771 .2962075
areacat | .0681048 .0203059 3.35 0.001 .028159 .1080506
eta | 1 .0987976 10.12 0.000 .8056453 1.194355
_cons | -.1835292 .275573 -0.67 0.506 -.7256365 .3585782
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MODEL 11 Without DVLAG

reg gdp gdpchg spillover threat no pl po rom svk slov sp uk us fr ge gr hu it lat lith lux
nl be bul ca cz dk es

Source | SS df MS Number of obs = 375
------------- S — F(27, 347)= 41.10
Model | 284.982928 27 10.5549233 Prob>F = 0.0000
Residual | 89.1182525 347 .256824935 R-squared = 0.7618
------------- Ao Adj R-squad = 0.7432
Total | 374.10118 374 1.00027054 Root MSE = .50678

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ A e

gdpchg | -.0134967 .0069909 -1.93 0.054 -.0272465 .0002531

spillover | .8891512 .0973191 9.14 0.000 .6977417 1.080561
threat| .001306 .0017685 0.74 0.461 -.0021723 .0047843
no| -2.099949 .185378 -11.33 0.000 -2.464555 -1.735343
pl| -2.128302 .1902512 -11.19 0.000 -2.502492 -1.754111
po| -2.134383 .1917609 -11.13 0.000 -2.511543 -1.757223
rom | -1.812846 .1856906 -9.76 0.000 -2.178067 -1.447625
svk | -2.081554 .1855532 -11.22 0.000 -2.446504 -1.716603
slov| -2.597331 .1857382 -13.98 0.000 -2.962646 -2.232017
sp| -2.903448 .1902428 -15.26 0.000 -3.277622 -2.529273
uk | -1.434916 .1869477 -7.68 0.000 -1.802609 -1.067223
us| -.3680125 .1943442 -1.89 0.059 -.7502534 .0142284
fr| -1.468419 .187901 -7.81 0.000 -1.837987 -1.098851
ge | -2.714545 .1855978 -14.63 0.000 -3.079583 -2.349507
gr| -.2137838 .1860511 -1.15 0.251 -.5797136 .1521459
hu| -2.716199 .1857685 -14.62 0.000 -3.081573 -2.350825
it] -2.322539 .1876008 -12.38 0.000 -2.691517 -1.953561
lat | -1.996411 .2014996 -9.91 0.000 -2.392726 -1.600097
lith | -2.294203 .2062162 -11.13 0.000 -2.699794 -1.888612
lux | -3.511835 .187048 -18.78 0.000 -3.879725 -3.143944
nl| -2.483502 .1864932 -13.32 0.000 -2.850301 -2.116702
be | -2.842359 .1870284 -15.20 0.000 -3.210211 -2.474507
bul | -1.114438 .1860194 -5.99 0.000 -1.480305 -.7485706
ca| -2.857286 .195795 -14.59 0.000 -3.242381 -2.472192
cz| -1.963775 .1855373 -10.58 0.000 -2.328695 -1.598856
dk | -2.578826 .1853251 -13.92 0.000 -2.943328 -2.214325
es| -2.07205 .2010514 -10.31 0.000 -2.467483 -1.676618
_cons| 2.252873 .2440035 9.23 0.000 1.772961 2.732785
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MODEL 12 L/R Party

reg gdp gdpchg dvlag spillover threat Irparty no pl po rom svk slov sp uk us fr
ge gr hu it lat lith lux nl be bul ca cz dk es

Source | SS df MS Number of obs = 375
------------- Ao F(29, 345)= 59.65
Model | 311.893934 29 10.7549632 Prob>F = 0.0000
Residual | 62.2072462 345 .180310859 R-squared = 0.8337
------------- Fomm e Adj R-squad = 0.8197
Total | 374.10118 374 1.00027054 Root MSE = .42463

gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg | -.0182554 .0058779 -3.11 0.002 -.0298165 -.0066943
dvlag | .4972607 .0407165 12.21 0.000 .4171769 .5773445
spillover | .3663174 .0927193 3.95 0.000 .1839511 .5486837
threat| .0011806 .0014983 0.79 0.431 -.0017664 .0041275
Irparty | -.012303 .0505695 -0.24 0.808 -.1117664 .0871604
no| -1.081595 .1762968 -6.14 0.000 -1.428347 -.7348432
pl| -1.053461 .1820899 -5.79 0.000 -1.411608 -.6953153
po| -1.090837 .1823427 -5.98 0.000 -1.44948 -.7321939
rom | -.9376653 .1715628 -5.47 0.000 -1.275106 -.6002245
svk | -1.022418 .1787371 -5.72 0.000 -1.37397 -.6708666
slov| -1.305843 .188347 -6.93 0.000 -1.676296 -.9353902
sp| -1.434462 .2002872 -7.16 0.000 -1.8284 -1.040525
uk | -.7592882 .1661818 -4.57 0.000 -1.086145 -.4324313
us| -.1803067 .1639552 -1.10 0.272 -.5027843 .1421709
fr| -.7470004 .1685968 -4.43 0.000 -1.078607 -.4153935
ge| -1.377772 .1903793 -7.24 0.000 -1.752222 -1.003322
gr| -.1483798 .1560334 -0.95 0.342 -.4552763 .1585168
hu| -1.368533 .1909152 -7.17 0.000 -1.744037 -.9930286
it] -1.160668 .1841387 -6.30 0.000 -1.522844 -.7984926
lat| -1.01257 .188374 -5.38 0.000 -1.383076 -.6420641
lith | -1.224692 .1939207 -6.32 0.000 -1.606107 -.843276
lux | -1.738357 .2169648 -8.01 0.000 -2.165098 -1.311617
nl| -1.253771 .1860757 -6.74 0.000 -1.619756 -.8877853
be | -1.434343 .1979052 -7.25 0.000 -1.823596 -1.045091
bul | -.7149805 .1602411 -4.46 0.000 -1.030153 -.3998081
ca| -1.404147 .2026458 -6.93 0.000 -1.802724 -1.00557
cz| -1.00052 .1743302 -5.74 0.000 -1.343404 -.6576365
dk| -1.300592 .1872517 -6.95 0.000 -1.66889 -.932293
es| -1.010536 .1896572 -5.33 0.000 -1.383566 -.6375063
_cons| 1.296825 .2198841 5.90 0.000 .8643425 1.729307
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MODEL13 NATO

xtgls gdp gdpchg dvlag spillover threat nato no pl po rom svk slov sp uk us fr ge
gr hu it lat lith lux nl be bul ca cz dk es

Cross-sectional time-series FGLS regression

Coefficients: generalized least squares

Panels: homoskedastic

Correlation: no autocorrelation

Estimated covariances = 1 Number of obs = 375

Estimated autocorrelations = 0 Number of groups = 25

Estimated coefficients = 30 Time periods = 15
Wald chi2(29) = 1880.17

Log likelihood =-195.2665 Prob > chi2 = 0.0000

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ e m e ——————————————
gdpchg | -.0179674 .0058041 -3.10 0.002 -.0293431 -.0065916
dvlag | .4966336 .039145 12.69 0.000 .4199108 .5733565
spillover | .3538446 .0968653 3.65 0.000 .1639922 .5436971
threat | .0013612 .0015061 0.90 0.366 -.0015907 .0043131
nato | -.0236364 .0929156 -0.25 0.799 -.2057476 .1584747
no| -1.081746 .169101 -6.40 0.000 -1.413178 -.7503145
pl| -1.067651 .1834181 -5.82 0.000 -1.427144 -.7081583
po| -1.084864 .1751958 -6.19 0.000 -1.428242 -.7414869
rom | -.9596068 .1807977 -5.31 0.000 -1.313964 -.6052499
svk| -1.03848 .1873726 -5.54 0.000 -1.405723 -.6712359
slov | -1.327194 .1947378 -6.82 0.000 -1.708873 -.9455149
sp| -1.428786 .1919241 -7.44 0.000 -1.804951 -1.052622
uk | -.7567296 .1595049 -4.74 0.000 -1.069353 -.4441057
us| -.1734612 .1577586 -1.10 0.272 -.4826623 .1357399
fr| -.7414806 .1617472 -4.58 0.000 -1.058499 -.424462
ge| -1.376285 .1824793 -7.54 0.000 -1.733938 -1.018632
gr| -.1474165 .1498069 -0.98 0.325 -.4410327 .1461997
hu| -1.382329 .1884289 -7.34 0.000 -1.751643 -1.013015
it] -1.156123 .1765079 -6.55 0.000 -1.502072 -.8101736
lat | -1.031962 .2036163 -5.07 0.000 -1.431043 -.6328818
lith | -1.252682 .2106979 -5.95 0.000 -1.665642 -.8397216
lux | -1.729426 .2053859 -8.42 0.000 -2.131975 -1.326877
nl| -1.250974 .1784278 -7.01 0.000 -1.600686 -.9012616
be | -1.424674 .1870638 -7.62 0.000 -1.791312 -1.058035
bul| -.7283559 .167637 -4.34 0.000 -1.056918 -.3997934
ca| -1.400425 .1949807 -7.18 0.000 -1.78258 -1.01827
cz| -1.011017 .1724169 -5.86 0.000 -1.348948 -.6730862
dk | -1.302269 .1797106 -7.25 0.000 -1.654495 -.9500429
es| -1.034448 .2067963 -5.00 0.000 -1.439761 -.6291345
_cons| 1.333298 .2650659 5.03 0.000 .8137785 1.852818
419



MODEL 14 EU

xtgls gdp gdpchg dvlag spillover threat eu no pl po rom svk slov sp uk us fr ge
gr hu it lat lith lux nl be bul ca cz dk es

Cross-sectional time-series FGLS regression

Coefficients: generalized least squares

Panels: homoskedastic

Correlation: no autocorrelation

Estimated covariances = 1 Number of obs = 375

Estimated autocorrelations = 0 Number of groups = 25

Estimated coefficients = 30 Time periods = 15
Wald chi2(29) = 1884.70

Log likelihood =-194.8903 Prob > chi2 = 0.0000

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ e m e ——————————————
gdpchg | -.0168869 .005846 -2.89 0.004 -.0283448 -.005429
dvliag | .4965246 .0390239 12.72 0.000 .4200391 .57301
spillover | .3281909 .0967591 3.39 0.001 .1385465 .5178354
threat | .0018892 .0015938 1.19 0.236 -.0012345 .0050129
eu| -.1027237 .113577 -0.90 0.366 -.3253306 .1198832
no| -.9773673 .2043972 -4.78 0.000 -1.377979 -.5767561
pl| -1.046166 .1746624 -5.99 0.000 -1.388498 -.7038342
po | -.9648338 .2216048 -4.35 0.000 -1.399171 -.5304964
rom| -.9402542 .1640482 -5.73 0.000 -1.261783 -.6187256
svk | -.9983428 .172225 -5.80 0.000 -1.335898 -.6607879
slov | -1.282521 .1824463 -7.03 0.000 -1.640109 -.9249325
sp| -1.310956 .2331352 -5.62 0.000 -1.767893 -.8540198
uk | -.6448751 .202766 -3.18 0.001 -1.042289 -.2474611
us| -.0527087 .2089181 -0.25 0.801 -.4621808 .3567633
fr| -.6267793 .2070578 -3.03 0.002 -1.032605 -.2209534
ge| -1.270764 .2162819 -5.88 0.000 -1.694669 -.8468591
gr| -.0379316 .193694 -0.20 0.845 -.4175648 .3417016
hu| -1.349106 .1842852 -7.32 0.000 -1.710298 -.9879135
it| -1.042231 .2178281 -4.78 0.000 -1.469166 -.6152952
lat| -1.013173 .1795249 -5.64 0.000 -1.365035 -.6613107
lith | -1.23732 .1858444 -6.66 0.000 -1.601569 -.8730718
lux | -1.618618 .2392055 -6.77 0.000 -2.087452 -1.149784
nl| -1.139757 .2172521 -5.25 0.000 -1.565564 -.713951
be| -1.312026 .2253598 -5.82 0.000 -1.753723 -.8703295
bul'| -.704327 .1528397 -4.61 0.000 -1.003887 -.4047666
ca| -1.276537 .2401549 -5.32 0.000 -1.747232 -.8058415
cz| -.9761696 .1691626 -5.77 0.000 -1.307722 -.644617
dk | -1.200652 .210785 -5.70 0.000 -1.613783 -.7875207
es| -1.016734 .1818563 -5.59 0.000 -1.373166 -.6603024
_cons| 1.338029 .2159339 6.20 0.000 .9148067 1.761252
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MODEL 15 EU+NATO
xtgls gdp gdpchg dvlag spillover threat nato eu no pl po rom svk slov sp uk us fr ge gr
hu it lat lith lux nl be bul ca cz dk es

Cross-sectional time-series FGLS regression

Coefficients: generalized least squares

Panels: homoskedastic

Correlation: no autocorrelation

Estimated covariances = 1 Number of obs = 375

Estimated autocorrelations = 0 Number of groups = 25

Estimated coefficients = 31 Time periods = 15
Wald chi2(30) = 1885.32

Log likelihood =-194.8387 Prob > chi2 = 0.0000

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e
gdpchg | -.0170804 .0058761 -2.91 0.004 -.0285974 -.0055635
dvlag | .4973772 .0391086 12.72 0.000 .4207256 .5740287
spillover | .3348121 .0989159 3.38 0.001 .1409405 .5286838
threat | .0018566 .0015968 1.16 0.245 -.001273 .0049862
nato| .03638 .1132186 0.32 0.748 -.1855244 .2582843
eu| -.1282187 .1385337 -0.93 0.355 -.3997398 .1433023

tab2 nato eu

-> tabulation of nato by eu

| EU
NATO | 0 1| Total
___________ N RS
0| 105 0| 105
1| 36  234| 270
___________ R ES
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MODEL 15 LINCOM: NEW versus OLD
xtgls gdp gdpchg dvlag spillover threat nato eu no pl po rom svk slov sp uk us fr ge gr
hu it lat lith lux nl be bul ca cz dk es

Cross-sectional time-series FGLS regression

Coefficients: generalized least squares

Panels: homoskedastic

Correlation: no autocorrelation

Estimated covariances = 1 Number of obs = 375

Estimated autocorrelations = 0 Number of groups = 25

Estimated coefficients = 31 Time periods = 15
Wald chi2(30) = 1885.32

Log likelihood =-194.8387 Prob > chi2 = 0.0000

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e
gdpchg | -.0170804 .0058761 -2.91 0.004 -.0285974 -.0055635
dvlag | .4973772 .0391086 12.72 0.000 .4207256 .5740287
spillover | .3348121 .0989159 3.38 0.001 .1409405 .5286838
threat | .0018566 .0015968 1.16 0.245 -.001273 .0049862
nato| .03638 .1132186 0.32 0.748 -.1855244 .2582843
eu| -.1282187 .1385337 -0.93 0.355 -.3997398 .1433023
no| -.9510713 .2201451 -4.32 0.000 -1.382548 -.5195948
pl| -1.022437 .18961 -5.39 0.000 -1.394066 -.6508085
po | -.9396342 .2350437 -4.00 0.000 -1.400311 -.4789571
rom| -.9106096 .1881909 -4.84 0.000 -1.279457 -.5417622
svk | -.9631422 .2040935 -4.72 0.000 -1.363158 -.5631263
slov| -1.247308 .2128055 -5.86 0.000 -1.6644 -.8302174
sp| -1.284861 .2468445 -5.21 0.000 -1.768668 -.801055
uk | -.6193341 .2177633 -2.84 0.004 -1.046142 -.1925258
us | -.0281196 .2224651 -0.13 0.899 -.4641432 .4079041
fr| -.6019648 .2209636 -2.72 0.006 -1.035046 -.1688841
ge | -1.244249 .231461 -5.38 0.000 -1.697904 -.7905937
gr| -.0132668 .2083245 -0.06 0.949 -.4215753 .3950417
hu| -1.325981 .1978157 -6.70 0.000 -1.713692 -.9382693
it| -1.016541 .2320087 -4.38 0.000 -1.471269 -.561812
lat | -.9770032 .2118753 -4.61 0.000 -1.392271 -.5617352
lith | -1.20082 .2177895 -5.51 0.000 -1.627679 -.7739599
lux | -1.591652 .2534676 -6.28 0.000 -2.08844 -1.094865
nl| -1.113699 .2318669 -4.80 0.000 -1.568149 -.6592479
be | -1.285843 .2396097 -5.37 0.000 -1.75547 -.816217
bul | -.6757368 .1768341 -3.82 0.000 -1.022325 -.3291482
ca| -1.250856 .2530732 -4.94 0.000 -1.74687 -.7548412
cz| -.9537103 .1830124 -5.21 0.000 -1.312408 -.5950125
dk| -1.173408 .2271711 -5.17 0.000 -1.618655 -.7281606
es| -.9800067 .2147723 -4.56 0.000 -1.400953 -.5590608
_cons| 1.286136 .2696226 4.77 0.000 .7576853 1.814586
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LINCOM comparison: NEW versus OLD

lincom ((no+po+sp+ gr +lux+nl +be +ca +dk)/9)-( (pl+ rom + svk + slov + hu
+ lat + lith + bul + cz + es)/10)

(1) .1111111no-.1pl+.1111111 po-.1rom-.1svk-.1slov+.1111111sp +
1111121 gr-.1hu-.1 lat-.1lith+.1111111 lux +.1111111 nl+.1111111 be - .1 bul
+.1111111ca-.1cz +.1111111 dk-.1 es=0

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e

(1) | -.0316729 .1103334 -0.29 0.774 -.2479224 .1845767

POPCAT 1 countries only
lincom ((no+lux+dk)/3)-((svk + slov + lat + lith + es)/5)

(1) .3333333n0-.2svk-.2slov-.2lat-.2lith +.3333333 lux + .3333333 dk -
2es=0

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e

(1) | -.1562944 1277797 -1.22 0.221 -.406738 .0941493

POPCAT 2 countries only
lincom ((po+nl +gr+be)/4)-( (hu + bul + c¢z)/3)
(1) .25 po + .25 gr - .3333333 hu + .25 nl + .25 be - .3333333 bul - .3333333 cz

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e

(1)| .156214 .1154094 1.35 0.176 -.0699843 .3824123
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POPCAT 3 countries only

lincom ((sp+ca)/2)-((pl+ rom )/2)

lincom ((sp+ca)/2)-((pl+ rom )/2)
(1)-5pl-.5rom+.5sp+.5ca=0

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e

(1) | -.2890208 .1564117 -1.85 0.065 -.5955822 .0175405

LINCOM comparison: NEW versus OLD (w/o Greece)

lincom ((no+po+sp+lux+nl +be +ca +dk)/8)-( (pl+ rom + svk + slov + hu + lat
+ lith + bul + cz + es)/10)

(1) .125n0-.1pl+.125po-.1rom-.1svk-.1slov+.125sp-.1hu-.1lat-
A lith +.125 lux +.125 nl + .125 be - .1 bul + .125ca-.1cz +.125dk-.1es=0

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e

(1) | -.1632441 .1126497 -1.45 0.147 -.3840335 .0575453

POPCAT 2 countries w/o Greece

lincom ((po+nl+be)/3)-( (hu + bul + cz)/3)

(1) .3333333 po -.3333333 hu + .3333333 nl + .3333333 be - .3333333 bul -
.3333333¢cz=0

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e

(1) | -.1183174 .1217703 -0.97 0.331 -.3569829 .120348

424



MODEL 16 AGE IN YEARS &  Table 4.8 Stata results GLS w/ U.S.

xtgls gdp gdpchg dvlag spillover threat nato eu age no pl po rom svk slov sp
uk us fr ge gr hu it lat lith lux nl be bul ca cz dk es

Cross-sectional time-series FGLS regression

Coefficients: generalized least squares  Panels: homoskedastic

Correlation: no autocorrelation

Estimated covariances = 1 Number of obs = 375

Estimated autocorrelations = 0 Number of groups = 25

Estimated coefficients = 32 Time periods = 15
Wald chi2(31) = 1895.55

Log likelihood = -193.992 Prob > chi2 = 0.0000

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A o e
gdpchg | -.0189958 .0060444 -3.14 0.002 -.0308426 -.0071491
dvlag | .4956818 .0390421 12.70 0.000 .4191606 .572203
spillover | .1621329 .1652538 0.98 0.327 -.1617586 .4860244
threat | .0025431 .0016781 1.52 0.130 -.0007458 .0058321
nato| .0065249 .1152643 0.06 0.955 -.219389 .2324387
eu| -.1436915 .1387306 -1.04 0.300 -.4155984 .1282155
age | -.0145713 .0111847 -1.30 0.193 -.0364929 .0073504
no| -.8772373 .2268424 -3.87 0.000 -1.32184 -.4326343
pl| -1.674812 .5352991 -3.13 0.002 -2.723979 -.6256451
po | -.8465051 .2451666 -3.45 0.001 -1.327023 -.3659874
rom| -1.606513 .5662071 -2.84 0.005 -2.716259 -.4967678
svk | -1.645922 .5622633 -2.93 0.003 -2.747938 -.5439061
slov| -1.925491 .5622008 -3.42 0.001 -3.027385 -.8235982
sp| -1.671696 .3857778 -4.33 0.000 -2.427806 -.9155849
uk | -.5430766 .2250188 -2.41 0.016 -.9841054 -.1020479
us| .0566624 .2313068 0.24 0.806 -.3966906 .5100154
fr| -.5091478 .2316912 -2.20 0.028 -.9632543 -.0550414
ge| -1.258362 .2311929 -5.44 0.000 -1.711492 -.8052323
gr| .0227449 .2096846 0.11 0.914 -.3882294 .4337192
hu| -1.96534 .528965 -3.72 0.000 -3.002092 -.9285876
it] -.9322003 .2403676 -3.88 0.000 -1.403312 -.4610885
lat | -1.69547 .5906147 -2.87 0.004 -2.853053 -.5378865
lith | -1.92229 .5948982 -3.23 0.001 -3.088269 -.7563111
lux | -1.497911 .2629332 -5.70 0.000 -2.01325 -.9825713
nl| -1.030511 .2399944 -4.29 0.000 -1.500892 -.5601309
be | -1.200139 .2479554 -4.84 0.000 -1.686123 -.7141551
bul| -1.369384 .5609066 -2.44 0.015 -2.468741 -.2700272
ca| -1.147094 .2647659 -4.33 0.000 -1.666026 -.6281628
cz| -1.595614 .5254642 -3.04 0.002 -2.625504 -.5657228
dk| -1.112989 .2313547 -4.81 0.000 -1.566436 -.6595418
es| -1.698036 .5913427 -2.87 0.004 -2.857047 -.539026
_cons| 2.348147 .8584273 2.74 0.006 .6656603 4.030634
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Table 4.8 Stata results GLS w/o U.S.

xtgls gdp gdpchg dvlag spillover threat nato eu age no pl po rom svk slov sp
uk fr ge gr hu it lat lith lux nl be bul ca cz dk es

Cross-sectional time-series FGLS regression

Coefficients: generalized least squares

Panels: homoskedastic

Correlation: no autocorrelation

Estimated covariances = 1 Number of obs = 360

Estimated autocorrelations = 0 Number of groups = 24

Estimated coefficients = 31 Time periods = 15
Wald chi2(30) = 1628.49

Log likelihood =-188.9725 Prob > chi2 = 0.0000

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A e

gdpchg | -.0188284 .0061037 -3.08 0.002 -.0307915 -.0068654
dvlag| .476803 .0403486 11.82 0.000 .3977212 .5558848

spillover | .1975336 .1678027 1.18 0.239 -.1313536 .5264208
threat | .0023181 .0016959 1.37 0.172 -.0010058 .005642
nato | -.0072742 .1189707 -0.06 0.951 -.2404524 .225904
eu| -.134133 .1399281 -0.96 0.338 -.4083871 .1401211
age| -.014569 .011395 -1.28 0.201 -.0369029 .0077648
no| -.9119644 .232982 -3.91 0.000 -1.368601 -.4553281
pl| -1.713917 .5434613 -3.15 0.002 -2.779081 -.6487525
po| -.8887029 .2521104 -3.53 0.000 -1.38283 -.3945756
rom| -1.63876 .5748571 -2.85 0.004 -2.765459 -.5120608
svk | -1.688517 .5708711 -2.96 0.003 -2.807404 -.5696301
slov | -1.978474 5707942 -3.47 0.001 -3.09721 -.8597377
sp| -1.744151 .3922822 -4.45 0.000 -2.51301 -.975292
uk | -.5676661 .2307791 -2.46 0.014 -1.019985 -.1153474
fr| -.537066 .2381522 -2.26 0.024 -1.003836 -.0702963
ge| -1.334456 .2353008 -5.67 0.000 -1.795637 -.8732749
gr| .0074775 .2114677 0.04 0.972 -.4069916 .4219466
hu| -2.019223 .537202 -3.76 0.000 -3.072119 -.9663261
it|] -.9761013 .2471731 -3.95 0.000 -1.460552 -.4916509
lat | -1.725046 .5990742 -2.88 0.004 -2.89921 -.5508819
lith | -1.953486 .6032821 -3.24 0.001 -3.135897 -.771075
lux | -1.565368 .2712283 -5.77 0.000 -2.096966 -1.033771
nl| -1.076146 .24687 -4.36 0.000 -1.560003 -.5922899
be | -1.253402 .2552578 -4.91 0.000 -1.753698 -.7531054
bul | -1.385385 .5699487 -2.43 0.015 -2.502463 -.2683056
ca| -1.20708 .2727979 -4.42 0.000 -1.741754 -.6724056
cz| -1.635264 .5338788 -3.06 0.002 -2.681647 -.588881
dk | -1.156069 .2373883 -4.87 0.000 -1.621342 -.6907967
es| -1.730626 .5997444 -2.89 0.004 -2.906103 -.5551486
_cons| 2.361031 .8689907 2.72 0.007 .6578403 4.064221
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Table 4.8 Stata results XTPCSE w/ U.S.

tsset
panel variable: panelvar, 1 to 25
time variable: datevar, 1992 to 2006

xtpcse gdp gdpchg dvlag spillover threat nato eu age no pl po rom svk slov sp
uk us fr ge gr hu it lat lith lux nl be bul ca cz dk es, correlation (arl)

Prais-Winsten regression, correlated panels corrected standard RE6IEsS)

Group variable: panelvar Number of obs = 375
Time variable: datevar Number of groups = 25
Panels: correlated (balanced) Obs per group: min = 15
Autocorrelation: common AR(1) avg = 15
max = 15

Estimated covariances = 325 R-squared = 0.8110
Estimated autocorrelations = 1 Wald chi2(21) = 63.42
Estimated coefficients = 32 Prob > chi2 = 0.0000

| Panel-corrected

gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ e —————————————
gdpchg | -.0190112 .011019 -1.73 0.084 -.040608 .0025856
dviag | .4482688 .0897558 4.99 0.000 .2723506 .624187
spillover | .2057172 .2125802 0.97 0.333 -.2109323 .6223667
threat | .0022855 .0023621 0.97 0.333 -.002344 .0069151
nato | -.0054104 .1266312 -0.04 0.966 -.2536031 .2427822
eu| -.1287166 .1829325 -0.70 0.482 -.4872577 .2298246
age | -.0152348 .0146458 -1.04 0.298 -.0439399 .0134704
no| -.9818587 .3083902 -3.18 0.001 -1.586292 -.377425
pl| -1.804734 .7606374 -2.37 0.018 -3.295556 -.3139121
po | -.9618943 .3255393 -2.95 0.003 -1.59994 -.3238489
rom| -1.716817 .8049317 -2.13 0.033 -3.294454 -.1391799
svk | -1.778566 .8028759 -2.22 0.027 -3.352174 -.2049583
slov | -2.083137 .8243869 -2.53 0.012 -3.698906 -.4673684
sp| -1.847484 .6122622 -3.02 0.003 -3.047496 -.6474725
uk | -.6193672 .2932126 -2.11 0.035 -1.194053 -.0446811
us| .02615 .3255473 0.08 0.936 -.6119111 .6642111
fr] -.5895429 .2949208 -2.00 0.046 -1.167577 -.0115088
ge| -1.397021 .3573727 -3.91 0.000 -2.097459 -.6965835
gr| -.000098 .2216405 -0.00 1.000 -.4345054 .4343094
hu| -2.124725 .778683 -2.73 0.006 -3.650915 -.598534
it| -1.055846 .3335802 -3.17 0.002 -1.709651 -.4020408
lat | -1.817997 .8646302 -2.10 0.035 -3.512641 -.1233526
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lith | -2.059488 .8800049 -2.34 0.019 -3.784266 -.33471
lux | -1.677842 .4003449 -4.19 0.000 -2.462503 -.8931803
nl| -1.156724 .3360914 -3.44 0.001 -1.815451 -.4979968
be | -1.345369 .3574598 -3.76 0.000 -2.045977 -.6447603
bul| -1.4386 .7651054 -1.88 0.060 -2.938179 .0609789
ca| -1.300775 .38509 -3.38 0.001 -2.055537 -.5460122
cz| -1.714538 .7480283 -2.29 0.022 -3.180646 -.2484291
dk | -1.241708 .3332792 -3.73 0.000 -1.894923 -.5884924
es| -1.829417 .8820231 -2.07 0.038 -3.558151 -.100684
_cons| 2504789 1.267906 1.98 0.048 .0197393 4.989838
_____________ A e
rho | .0869275 strength of serial correlation
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Table 4.8 Stata results XTPCSE w/o U.S.
tsset
panel variable: panelvar, 1 to 25
time variable: datevar, 1992 to 2006

xtpcse gdp gdpchg dvlag spillover threat nato eu age no pl po rom svk slov sp
uk fr ge gr hu it lat lith lux nl be bul ca cz dk es, correlation (arl)

Prais-Winsten regression, correlated panels corrected standard RE6IEsS)

Group variable: panelvar Number of obs = 360
Time variable: datevar Number of groups = 24
Panels: correlated (balanced) Obs per group: min = 15
Autocorrelation: common AR(1) avg = 15
max = 15

Estimated covariances = 300 R-squared = 0.7955
Estimated autocorrelations = 1 Wald chi2(21) = 86.53
Estimated coefficients = 31 Prob > chi2 = 0.0000

| Panel-corrected
gdp| Coef. Std.Err. z P>|z] [95% Conf. Interval]
_____________ A o e

gdpchg | -.0188115 .0110553 -1.70 0.089 -.0404795 .0028566
dviag | .4328409 .0922052 4.69 0.000 .2521221 .6135598

spillover | .2386118 .2118395 1.13 0.260 -.1765861 .6538096
threat | .0020792 .0023501 0.88 0.376 -.0025269 .0066853
nato | -.0191115 .129324 -0.15 0.883 -.272582 .2343589
eu| -.1206478 .1828866 -0.66 0.509 -.479099 .2378033
age | -.0149687 .015023 -1.00 0.319 -.0444133 .0144759
no| -1.00877 .3141867 -3.21 0.001 -1.624565 -.3929755
pl| -1.824889 .7733034 -2.36 0.018 -3.340536 -.3092422
po | -.9955098 .3321212 -3.00 0.003 -1.646455 -.3445642
rom| -1.731344 .8172211 -2.12 0.034 -3.333068 -.1296203
svk| -1.80183 .8161867 -2.21 0.027 -3.401526 -.202133
slov | -2.114877 .8377446 -2.52 0.012 -3.756827 -.472928
sp| -1.900315 .6255594 -3.04 0.002 -3.126389 -.6742407
uk | -.6381274 .2983796 -2.14 0.032 -1.222941 -.0533142
fr| -.6114154 .3013609 -2.03 0.042 -1.202072 -.0207588
ge| -1.462312 .3688708 -3.96 0.000 -2.185285 -.7393382
gr| -.0132729 .2218274 -0.06 0.952 -.4480467 .4215009
hu| -2.157497 .7921101 -2.72 0.006 -3.710004 -.6049893
it| -1.09054 .3402902 -3.20 0.001 -1.757497 -.4235837
lat | -1.828873 .875895 -2.09 0.037 -3.545596 -.1121506
lith | -2.070587 .8896595 -2.33 0.020 -3.814287 -.3268863
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lux | -1.732094 .409774 -4.23 0.000 -2.535236 -.9289519

nl| -1.193011 .3432076 -3.48 0.001 -1.865686 -.5203365

be | -1.387908 .3652776 -3.80 0.000 -2.103839 -.6719768
bul | -1.439593 .7787308 -1.85 0.065 -2.965877 .0866913

ca| -1.349483 .3938397 -3.43 0.001 -2.121394 -.5775712
cz| -1.736146 .7617817 -2.28 0.023 -3.229211 -.2430812
dk| -1.275183 .3392772 -3.76 0.000 -1.940154 -.6102124
es| -1.842626 .8916041 -2.07 0.039 -3.590138 -.095114

_cons| 2.494984 1.276844 195 0.051 -.0075839 4.997551

_____________ e m e ——————————————
rho| .079432
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Table 4.8 & 4.9 Stata results XTFEVD w/ U.S.

tsset
panel variable: panelvar, 1 to 25
time variable: datevar, 1992 to 2006

xtfevd gdp gdpchg dvlag spillover threat gdpcat popcat areacat nato eu age,
invariant( gdpcat popcat areacat)

panel fixed effects regression with vector decomposition

degrees of freedomfevd = 340 number of obs = 375
mean squared error =.1587582 F( 12, 340) =163.3171
root mean squared error = .3984448 Prob > F =2.1e-128
Residual Sum of Squares =59.53434 R-squared =.8408603
Total Sum of Squares =374.1012 adj. R-squared  =.8249464

Estimation Sum of Squares = 314.5668

| fevd
gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ A e
gdpchg | -.0134591 .0057177 -2.35 0.019 -.0247057 -.0022125
dvlag | .4729035 .0391876 12.07 0.000 .3958229 .5499842
spillover | .0588271 .0805428 0.73 0.466 -.0995977 .217252
threat | .0022312 .0010347 2.16 0.032 .0001959 .0042664
nato | .0555316 .0952594 0.58 0.560 -.1318403 .2429035
eu| -.1409641 .0945565 -1.49 0.137 -.3269535 .0450253
age | -.0156796 .0026183 -5.99 0.000 -.0208297 -.0105295
gdpcat | .1159914 .0334975 3.46 0.001 .0501029 .1818799
popcat | .0781129 .0382092 2.04 0.042 .0029568 .153269
areacat | .0505993 .0197962 2.56 0.011 .0116608 .0895377
eta | 1 .0999588 10.00 0.000 .8033844 1.196616
_cons| .1328642 .2735803 0.49 0.628 -.4052589 .6709874

correlate gdpcat nato eu age
(obs=375)

gdpcat | 1.0000

nato| 0.6720 1.0000

eu| 0.6291 0.8034 1.0000

age| 0.6967 0.7531 0.7603 1.0000
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Table 4.8 & 4.9 Stata results XTFEVD w/o U.S.

xtfevd gdp gdpchg dvlag spillover threat gdpcat popcat areacat nato eu age,
invariant( gdpcat popcat areacat)

panel fixed effects regression with vector decomposition

degrees of freedom fevd = 326 number of obs = 360
mean squared error =.1613147 F(12, 326) =140.1255
root mean squared error = .40164 Prob > F =2.2e-116
Residual Sum of Squares =58.07329 R-squared =.8254239
Total Sum of Squares = 332.6532 adj. R-squared  =.8077521

Estimation Sum of Squares = 274.5799

| fevd
gdp| Coef. Std. Err. t P>|t] [95% Conf. Interval]
_____________ e e m e ——————————————
gdpchg | -.0133198 .0057748 -2.31 0.022 -.0246803 -.0019593
dvliag | .4550958 .0405183 11.23 0.000 .3753855 .534806
spillover | .0872102 .0830753 1.05 0.295 -.0762211 .2506416
threat | .0020495 .0010478 1.96 0.051 -.0000117 .0041107
nato | .0355011 .0975553 0.36 0.716 -.1564163 .2274185
eu| -.1276473 .0961315 -1.33 0.185 -.3167637 .0614691
age| -.016304 .0027485 -5.93 0.000 -.0217111 -.010897
gdpcat | .0980825 .0362524 2.71 0.007 .0267642 .1694007
popcat | .1103668 .0402693 2.74 0.006 .0311463 .1895874
areacat | .0171642 .0205928 0.83 0.405 -.0233475 .0576758
eta | 1 .1031767 9.69 0.000 .7970238 1.202976
_cons| .5159261 .288577 1.79 0.075 -.0517821 1.083634
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APPENDIX C
CHAPTER 6: STANDARDIZED OPEN-ENDED INTERVIEWS

1. What is your NAME, RANK, BRANCH, CURRENT JOB?

2. \Were do you live? How |long have you been in the
mlitary?

3. Describe any experience you have had working in NATO? How
do you feel about being a nmenber of NATO?

4. Did you ever work with allies under the Warsaw Pact? |If
so, could you describe the differences in the way the
al li ances operate between NATO and War saw Pact ?

5. How does your mlitary budget process work in your
country?

What types of justification are used? Are NATO requirenents
ever nentioned, if so how? Are EU requirenents ever
mentioned, if so how? \Wat are sone of the main argunents
used vs increasing spendi ng?

6. How does your country decide on whether to support NATO
m ssions? How does your country decide on what troops to
send?

What types of justification are used? Wat are sone of the
mai n argunents agai nst sendi ng troops?

7. \What has NATO done for your country? Wat are the costs
of NATO nenbership for your country?

8. \What does your country contribute to NATO? What are your
uni que contri butions?

9. How has your mlitary changed since entering NATO?

10. Let ne review the key points that | have witten. D d I
m ss anything? Wuld you like to be cited in nmy research?

11. Who should | speak to in your mlitary and governnent to
get a better understanding of your country and NATO?
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