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- FACT SHEET -- NAVY SHIPBUILDING

The Secretary of Defense appeared before the Senate Armed Serviées

Committee on Tuesday, 4 May, to testify in support of an amendment to be

proposed by President Ford which adds $1.176 billion for shipbuilding and

research and deve?opment to the FY 77 Defense Budget now under consideration

by the Congress.

In January, the budget for Defense submitted by the President -- a

blidget whith totalled $112.7 bi1l{on 4n total ‘obligational authority --

included $6.3 bi1l1on for 16 new ships. The budget amendment to be nropcsed

by the President adds 5 ships and brings the FY 77 total to $7.3 billion for

shipbuflding and adds $200 million to the Research and Cevelopment account.

Specifically, the budget amendment calls for:

the addition of 4 frigates (FFG-7s) and 1 fleet oiler (AQ), at a

‘total cost of $624 million

the addition of $350 million of long lead funds to begin con-
struction of a new nuclear.powered alreraft carrier

the addition of $200 miTT{on of raesearch and development funds ¢o
accelerate Vertical/Short Take-off and Landing (V/STOL) atrcraft

and related Navy weapon technology.

When the budget was presented to Congress in January, the President

pointed out that it had been examined as thofoughTy as any Defense budget

in recent history and was, In fact, subject to possible increases in threa

areasas:

S
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6 First, the President's budget propcsed specific efforts to hold
down growth in the area of compensaticn, support, and éreas
that did not add directly to our defense and deterrenée,
amounting to some $2.8 to $5.4 billions worth of reduétions
to which the Congress would have to agree. Were that legisla-
tion not to pass, the President fndicated that he would ask
for a supplemantal, 1n that the Juace was t0o sustere to
absorb that amount by cutting into nardware;
¢ Second, that a nunber of judgments regarding strategic .nuclear
‘programs would require review later in the year against the back-
ground of progress 1n SALT negotiatfons and might require a
supplemental; and
o Third, the fact that a National Security Council veview of U.S;
requirements vor naval shipbuilding was fn process, and that
adjustments to the *‘ve~year forecast incluced in »he Budget
might be fofthcoming.
~Specific fncreases have already been proposed in the area of,strétegic
nuclear forces. The President has submitted budget amencments in the amcunt
of $266 milifon and $56 milidon in the cases of Minuteman III procuramsznt
and re-entry vehicle acce]erat1on, respectively, because the pace of progress
in SALT has been such that it is now clear that procuction options must be

Kept open for the only U.S. long range ballistic missile production 1ine.
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Secretary Rumsfeld reported to Senator Stennis and his Committee
that the study of shipbuilding requirements had progressed to the point
that thé Administration could comment on a number of ship construction
issues raised in the Congress for FY 77, even though the work will not be
finisned for several months.

The House Arimed Services Committea, in reviewing the proposed
authorization for FY 77, added five ships and a net increment of $1.088
billion to the ship construction program recommended by the President.
Specifically: two nuclear submarines -- one Trident and one attack --
were added; long lead Tunding for a nuclear afrcraft carrier was advanced
by a8 year; 1ong lead funding for two additional nuclear strike cruisers

was provided; a conventionally powered, AEGIS-equipped guiced missile

~ destroyer was deleted; funds were provided for AEGIS modernization of the

nuclear cruiser USS LONG 8EACH;_four conventionally powered guided missile

frigates were deleted and four ASW destroyers (DD-863) were added; three

_suppart ships -- two repair ships and a fleet ofler -« were added; funds

for vepair of the cruiser USS BELKNAP were added; and the total {ncrease

of $2.24)1 billion in ship construction was offset by a cut of $1,153 biilion

1n funds for settlement of shipbuilders' claims and unbudgeted cost growth.

The Secretary presented decisions by Presicdent Ford on changes to be
made to the FY 77 shipbuilding program submitied eariier, indicating that

any further adjustments to the five-year program would be forthcominé when

the study {s complete.

-~

Acknowledging Zhat Cangressional action to date has been encouraging,

the Secfétary said ;here has been:
S , ) A
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-- Recognition of the circumstances Qe face in our fufure defense
posture and of the need to arrest tﬁe adverse relative trends of
" the past years; |
-- A desire on the part of the‘Housg of Representatives to expand
».‘U.S. naval capabilities; and
.- Support for many of the ship consiruction programs {fdentified in
the FY 77 budget submission,
As to the specific Presidential recowmendations, he testified thot:

0 The President has already taken a position on the repair of tha
USS BZLKNAP. The reed 1s clesar and we ought to procced as soon as possitle
with the repair. A supplemantal to the FY 76/7T budget has been submitted
for this purpose.

¢ The House action adds another Trident to the budget reguesst.
The Administration cdoes not support this addition. The rate of Trident
construction s dependent on the extent to which Poseidon can remain in
tha force after 25 years of service and the numbers of Taunchers permitied
under SALT agreements. Pending an assessment of Poseidon iife extension
and progress of SALT, 1t would be premature to acd another Trident to the
budget at this time,

0 The House provided funds to accelerate the procurement of a larce
deck nuclear powered aircraft carrier by one year, The study indicates a
need for & sea-based aircra¥t capability both for power projection ashore
and for long range air defense of vital sea lanes in areas not amenable
to land based operations. Me plan to extend service lives of several of
the current eircraft carriers by ten years or more, which will reguire
deconmissioning these ships for major rework, We will require another
NIMITZ-Class carrier to enable us to Keep an adequate carrier force leved
in the active fleet through the 19%0s. The Presicdent supports the addition
of long lead funds in FY 77 to apply toward construction ef a new nucliear
powered carcier.

o The Secretary noted the potential of V/STOL aircraft technclogy
and proposad new R&D program to be inttisted in FY 77 to explore new
V/ST0L tachnology as well as the technologies assoctated with naval target
accuisition, offensive missile systems and defensive systems,




o The House would add another attack submarine (SSN-688 class) ¢o
the budgat. We now have 28 attack submarines under construction, We
should defer approval for another attack submarine in favor of more
urgent requirements for surface combatants,

o The House deleted the conventiouaXXy powered AEGIS destroyer (003 473,
and added funds to begin AEGIS conversion for the nucliear powerad USS LOIG
BEACH and provide long lead Funding for two additional strike cruisers {CSGh}.
This action would rove the Navy toward an a11-nuc1ear-wowered AEGIS ship
capab111 ty, but wou?c dalay the rate at which we acnieve the reguired ?eve}s
of AZGIS capability. The freneral direction of the force mix presented ¢t
Congress in the FY 77 budget, prov1d1nc & balance of nuclcar and conventionrz’
powerad ships -- inftiating AZGIS capabd {11ty on the D03 47 and "rOV'd,“\
long iead funds for one str1he cruiser in FY 77 -- was reaffirmed by the
President.

¢ The House action deletad four conventionally powered frigates.

-7s} and adcded four conventionally powered ASW destroyers (0D-963).

t2aG, based on the study results to date, the Prasident has reconmended
irerent of 12 FFG-7s in FY 77, an 1ncr°35e 10 the earlier budgat reguest.
i1l provide the needed addftiona] surface combatants with irproved

3ir defense, anti-submarine wartare, and improved anti-surface warfare
capabiifities for support of tesk forces, convoys, and defense of replenish-
rent ships.

¢ The House added funds for three support ships. It appears to be
sremature to add the two repsir ships, but the fleet oiler is ¢iasrly
necassary to support forward operating forces and will be reguired soon in
any case, ‘

. 6. Finally, the Housa recuced the reguest for cost growth payback and
claims by $1.153 billion. DO0D is strongly opposed te the &limination of
piecer2al funding for these legitimate costs and recommends inciuding full

funding in 7Y 77,







EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WATHINGTON, 0.0, 20503
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MEMORANDUM FOR THE PRESIDENT v.\

Subject: Enrolled Bill H.R. 12438 - Department of
: Defense Appropriation Authorization Act,
1977
Sponsors - Fep. Price (D) Illinois and
Rep. Wilson (R) California

Last Day for Action”

July 14; 1976 ~ Wednesday
Purpose

Authorizes appropriations of $32,522,202,000 for
fiscal year 1977 for Defense activities relating

to procurement of weapons systems and research,
development, test and evaluation (RDT&E); prescribes
military reserve, active duty, student training

and Defense civilian personnel strength levels for
1977; and contains a number of riders. \

Y
: b
Agency Recommendations -
., Office of Management and Budget Approval
Department of Defense " Approval
National Security Council Approval{Inferzally)
Civil Service Commission » Approval
Department of Transportation No objection
Department of Commerce No objection
-Central Intelligence Agency No objection
General Services Administration No objection
Department of Housing and Expresses concern
Urban Development with Section 804

Department of Health, Education
and Welfare Deferg to Defense

P



Discussion

This bill provides the annual authorization of appro-
priations required by existing law for p*ocurc‘pnb and.
certain other activities of the Department of Defense.

Overall, the bill authorizes approximately $1.7 billion
less than the amended reguest of $34,218,765,000 for
fiscal year 1977. The differences by major program
category are as follows:

1977

(in millions)

Amended Congressional -

Reguest Action Difference
Procurement $23,160.7 $22,046.2 $-1,114.5
Research, develop-
ment, test and
"evaluation 11,058.1 10,476.0 -582.1

Major congressional changes incorporated in the bill which
are particularly troublesome include:

-- failure to approve certain defense programs urgently

required for national defense; and, Y

o)

b
~- addition of certain Drograms not essential to the
nation's present defense needs.

In addition to these problems, Congress has failed to
act favorably on certain other legislative proposals

designed to restrain growth in Defense costs without

impairing Defense capabilities.

Accordingly, in conjunction with the Department of
Defense, we are preparing a proposed signing statement
which will shortly be transmitted to you separately.
This statement will set forth these problems and call
on Congress to take appropriate actions to remedy them.
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A summary of congressional changes is presented in
greater detail in the attached table. Some of the
noteworthy, specific changes are discussed below.
|
Procurement :

Significant reductions in the procurement category
which are of high priority and should be resubmitted
as a budget supplemental include:

~~ $859 million for the DDG-47 cohventionally powered.
destroyer carrying the new AEGIS fleet air defense
missile system; _ ~

-~ $521 million as a result of reducing the number of
guided missile frigates from twelve to eight;

-=~ $170 million for advance procurement for a nuclear
strike cruiser; and,

-~ $136 million for Air Force F-16 fighter aircraft
on the basis that funds are not planned to be used
until fiscal year 1978.

Significant additions in the procurement category
whi-h are of lower priority and are not needed in
1977 include: : \

; 2
b-a

-- §$357 million for one nuclear attack submarine;

—-- 8371 million for overhaul of the U.S.S. Long
Beach and installation of initial platform for
the AEGIS air defense system; and,

-— $66 million for six Navy A-6E attack aircraft.
This production line has been proposed for
" closure.



Research, Develoznment, Test and Evaluation (RDT&E)

Significant changes in the RDT&E category which are
high priority and should be resubmitted in .a budget
supplemental include:

-~ the sea launched cruise missile for deflense
against other ships which was reduced by $63
million to $119 million; and, ‘

! ,

-- the $200 million Navy budget amendment submitted

in May for ship systems research and development
- which was not considered by the House and
deleted without prejudice by the Senate.

As reguested, the bill authorizes a fiscal year
1976 supplemental appropriation of $8 million for
RDT&E for repairs to the U.S.S. Belknap damaged
in a Mediterranean collision. An additional $213
million in repair and modernization funds
requested for fiscal year 1976 is authorized for
fiscal year 1877.

The appropriations authorized for procurement and
research, develcpment, test and evaluation include
certain amounts earmarked for specific purposes and
other restrictive provisions. While these provisions
are not desirable, they create no significant
problers. » ' \

.Manpower Strengths

The bill authorizes an end strength of 2,092,660
in active duty military personnel, a reduction of
8,400 from the requested level. '

Average strength floors for the reserve components
are authorized as requested except for a reduction
of 3,300 in the Army and an increase of 44,500

in" the Naval Reserve. In your 1977 budget, you
proposed a reduction fro¢m 102,000 to 52,000 in the
average strength floor for the Naval Reserve.

The bill, however, authorizes an average

strength of not less than 96,500. "You may wish

to consider proposing delotion of the indrease

on the grounds that it is not essential to meect
defense requirements. -



Civilian direct hire strength was reduced by only
4,2800. The Secretary c¢f Defense is required to
report to the Congress within sixty days on the-
aliocation of the reduction to the military
services.

Military student training loads are authorized as
requested with the proviso that they be adjusted
consistent with the manpower strengths of the active
and reserve forces.

The sections of the bill authorizing manpower
strengths also include certain other noteworthy
provisicons identical or similar to legislation
proposed by the Administration. These would:

-- permit the President to allocate military pay
increases among the various components of military
pay on an other than equal percentage basis.
This will permit military pay to be adjusted so
that the allowance for housing more nearly
reflects the value of quarters provided by the
military or the cost of housing obtained
through the private sector. Authority for
rebates is also provided in appropriate cases;

S ‘ -- limit to’ 60 days the amount of unused dnnual - e e
. : leave for which a member of the uniformed |

services may be reimbursed over the pellod of
his career; and,

St Kt s 51s - s @EQRA LR JUune. 30,0197 s ot he ABEROEIEE. EOCPAY wirrrreT i F i,

' special bonuses tec military and Public Health
. . .. . . .Service UhjolCldnS .who .execute. agreemants to _
T AN remaln .on aCthe duby.u SR L T

LN . . . . ., M .. - -
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General Provisions

The bill also contalns a number of riders, two of
which raise concern. One would direct that the 1978
udget include funds "... sufficient to meet the’
total operation and maintenance costs of the Depart-
ment of Defense for such year, including reasonably



foreseeable increases in both the private and publlc
sectors in the cost of lakor, material, and othe

goods and services."” This provision would make the
operation and maintznance appropriations of the Depart-
ment unigue since no other agencies may budget for
inflation in their operation and malntenance appro-
priations. Various options with regard to this section
are now being e“plored, ranging from full compliance

to non-compliance based on the Budget and Accounting
Act of 1921. PRecommendations will be presented for
your consideration during the 1978 budget review.

The other provision would amend the Federal Civil
Defense Act of 1950 to (1) permit funds available
to States under the Act to be used for emergency
assistance for disasters other than those resulting
from enemy attack; (2) aut horlze fiscal year 1977
appropriations of "such sums" as may be necessary to
carry out the Act's provisions and reguire annual
authorization of the civil defense budget in the
e future, and (3) extend perm anenLly certain other . .
sl e e ehor T ies undef‘fhe s R e A AR R S

The most abjectionable civil defense amendment is
%t that which: expands coverage of the: Act to-disz vtersu» Lo
- F “hot Caused by endhy TAttatR: U TTE I WoaTd Tperit TENdg ¢ 4 gy
avpropriated to the Derense Civil Preparedness Agency
(D;PA) to be used for non-Defense functions. This
Cis. dlrectly contrary to your decision during. the 1977 .
budget review tc limit Defense civil derense funds
Ciamesst i h o puclear--disastern: D*Qaavsunesg;A;F“rcnurHOne
the Department ci Iousing an n Devalopann
R -& in.-dts lettexs on the bill “-hlb e“panaed aUunOflLy_»gjhﬁ:f-ﬁf.f
i could overlap existing disas: er Felief ;u“cblons : =
. 7 carriid out’ by other Fadera’ encies such as 10D
“HUD 18" also Gohcsrned’ tnut’the ameridmént’ may giveée”
DCPA authority to provide emergency assistance even
without the request of a State suffering a disaster
or any formal finding by the DCPA as to the magnitude
-of a disaster and the necessity for assistance.

15, T et e
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While this provision is highly undesirable, we note
that 1is 1s an authorization and not a statutory .
requirement. Accordingly, it should be possible to
ameliorate some of its potentially serious conse-
guences through the budget process and the issuance
of appropriate regulations. In any event, it is
not sufficiently okjectionable to warrant considera-
tion of a veto of this vital authorization bill.

Other gbneral provisions in the bill worth ncting
would:

-- eliminate the 1 percent "kicker" from cost-of-
living increases in annuities paid to uniformed
services and CIA retirees. This provision would
not become effective until the 1 percent add-on
is eliminated from such adjustments made to Civil
Service annuities;

: ~~ require the Secretary of Defense to consider "the
st fbh.nc igns *g,;;gl..t.g and avatiabil iy, 0l 2guinmae seraien
M-.&‘ ’vﬁ’&*. A 9.4 #ﬁ‘ M Fi o kT : s
N R defic TTHent t e Droca fer U.S. forces in NATO in.
carrylng out stan¢ardizatlon of equlpment with
: - other NATO ccuntries. Tne blll‘aloo IMpOSes certaln .
i S i BEGRE OB raguiz onent S AndreRORES AN EREnRe BAE £ it i
. ment of Defense racarding “the fubure development
of equipment to enhance the standardization:iof |

ST Loe v
u. S and NA&O ec ulpmenu, : ,-;mi.

L _ requllc cprtaln contrackts V°lopmont or . pr Cote " asigad
PPN - ':7—-'5”“:"..'.’- 4 : L P P S ‘a Lo, rv—, “-""L.- e:.'-.’-. s
e e e B R SRS E T O £ R G TTEFERES ms to includa

deferred ordering clausgs giving Deicnse ths

'*”optlon tot pu?chase reWated techﬂlcai -data and”
;coantez SOL ware aackagﬂs -£rom’ the GOﬂLr&C*OE‘“””

} - 5 - e B T
. . . . [ . . . . . ~ el »” R A ) 8 . :
Lt i mneidiat Mot e nit v,:. PRV oo T ~ - - RPN ;

o YTl nérease from l,~00 to l 600 the llmlt on the
number of Junior ROTC units and allow mcre than
one unit at any military institute; and

-- express the sense of Congress that no action be
taken to close any naval reserve training centers
or facilitics active as of March 1, 1976, until
fiscal year 1977 appropriations for the Seleccted
Reserve of the Naval Reserve are enacted into law.

S T R 77 Cﬂ,&&!
Assistant Direcctor Tor -
Legislative Reference

Enclosures
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Department of Defanse
Fiscal Year 1977 Authorization Bill (H.R. 12438)

Net Changes from Bucdget Regquest
($ in millions)

Anmended Authcrization Net

| . Request Bill = ' " Change
| Procurement _
o Aircraft $ 9,932.8 $ 9,693.7 $ ~239.1
| Missiles 4,455.6 4,240.3 -215.3
E Naval Vessels 7,263.5 6,655.0 -608.5
T R e TLEcKed o M%WL&S‘& t&gl&io ooy «Mﬂ%ﬁ»ﬁmwuw s SN
i : Torpedoes "251.8 ' 236.8 ~"15.0 '
| Other Weapons 143.90 134.2 - 8.8
| , o ) . ;
s-\.w ﬁ-ﬁ\ A";'-t-ﬁ@"’i-w-\#-d o—v‘r‘*-ﬂ*&r '»—,r‘ue--‘:'% *w*-ﬁ ,'-\4* "-!.r ‘&.'ﬁiiﬂa \-«»-i»’* »‘* Mw»wni ""3-.- . )7,\--3
| Total Procurement 2J,lf0 22 046.2 -1, 114.5
- 'Research, develépment, | 0 Cot

test -and ‘evaluation 7 711,058 1 - 10,;476.0° - T U=5872.1
}‘: e bt e it el el . . . . U - e - N, e
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It is with considerable satisfaction that I sign into law

~ this legislation appropriating funds for Defense programs for
Fiscal Year 1977. This bill represents an important milestone.
In it we have reversed the trend of the past nine years of decreas-
ing real dollar commitments to our national security.

It signals an end to an unfortunate éeries of Congressional
cuts over the past decade which have taken over $50 billion dollars
away from our strategic and tactical defense programs. Those
cuts came at the same time that our forces demanded emphasis
on modernization to replace aging systems and innovation to main-
tain a defense posture second to none.

I am proud to say as I sign this bill that we have reversed
that trend. I began this process when I first moved into this office,
and although my FY 76 budget received Congressional cuts in key
areas, we nonetheless were able to move ahead on acquisition and
improvements in many important programs.

Through this bill we will maintain a strong and effective
strategic deterrent through continuing force improvements. These
include vital progress on the Trident submarine and missile, the
B-1 bomber, air-launched and sea-launched cruise missiles,
_improving our ballistic missile accu;acy, and research and develop-
ment to protect the option for a new and more capable ICBM in 'the

1980s.



We are increasing our Army combat capability from 13
to 16 divisions.

W= are continuing to modernize and increase the readiness
of our ground, sea, and air forces. We are increasing tank procure-
ment, and are pursuing programs for a new battle tank, attack heli-
copter, anti-tank missile, and infantry combat vehicle.

We plan to increase our shipbuilding program, to include
new nuclear attack submarines, guided missile frigates, ana
research and development on a number of innovative new combat
surface ships.

We are developing a new air combat fighter, and are con-
tinuing to strengthen our tactical air forces with the most,\advanced

; ‘x,ﬁ
new fighters in the world. P

We are backing up these capable combat forces with sub-
stantial improvements in our mobility forces and a vigorous research
and development prograrm to maintain our technological supremacy
and to form the basis for future modernization of our forces.

I commend the Congress for finally recognizing the hard
facts about our military needs.

I want to say something more to the American people. This

budget was exhaustively studied to determine exactly what amount



would be necessary to insure an adequate level of strength while
giving due regard to the other pressing needs here at home. It is
absolutely essential that we maintain unquestionable might; but
defense comes high, and we must make every dollar count. With

this in mind I proposed specific cost savings initiatives enabling us

to get more combat capability for each Defense dollar, Approximately
half of theée savings can be achieved by administrative action of the
President, and I am taking the necessary steps.

The remaining savings require action by the Congress which,
with s;ome exceptions, has not yet been forthcoming. Itis urgent
that the Congress act on these matters, including reform of the
civilian employee wage board system, elimination of the 1% "kicker"
on pay raises, and phaseout of the direct labor subsidy)tol\\;gzommis—

b -
saries. These initiatives will save more than $3 billion in FY 1977
- alone, and over $20 billion over the next five years.

Today the United States is a nation at peace, standing tall,
pr.oud and free as we enter our third century. I believe that peace
and our strength go hand in hand, and I intend to see, with the help
of the Congress, that we remain in that position., It ?'.s not an easy
task, but I am confident that we will continue to meet the challenges

of the future. -



STATEUEHT OF THIS HONORALLE DOWALD H. RUMCEELD

SECRLTARY OI' DEFLNSE » . ’

¥r. Chairman and and Members of the Committec:

I am pleased t5 pre 2nt the proposed Defense budeat For
FY1977, its implications for the authorization request for I'Y1978,
and a preliminary five-year projection for FY1977-1981.

In FY1977, the Department proposes a budget of $112.7 billion
in total cbligational authority and $100.1 billion in estimated
outlays. The deteils of this request, and its justification, are

set forth in the annual Defense Report wirich you have received.

I will comment on some of the points of particular interest.

Ordering Wational Priorities

A fundamental responsibility of the government of the United

States is to protect the nation from external danger...providing

for the common defense. This is what the Defense Department pro-

vides as a “current service'" and this makes a vital contribution
to world peace and stability.  Notwithstandine the various views

as to what activities the Federal Government should undertake, as

opposed te Statc or Local government, or the private sector, therc

iz no disagreemant that one of the I'ederal Govermment's first and
primary taesks is the nation's defense.

There must be no deubt among us, or in the world at large, that
curvent US military strength is sufficient to that task. Further,
therc rust be nco doubt that that will be the case in the peried ahead,

. . r ' . . .
and that the continuity of American policy can be relicd upon.



N>

Within three or four months, as prescribed )y the new budpet
i y 5

reform guidelines, you

and your colleagues in the louse and. Sepate

will determine the overall federal spending level, and the portion

that total to be devoted to the nation's defense.

These two decisions are of enormeus importance t¢ the nation

and the world. They will be of major significance today and .in

the years to come. They will be, in my view, among the most

important decisions which will be made by the Congress this year.

US and Soviet Defense Trends

The size of our defense effort should be based on the stra .ov
£y

ve adopt--the interests
United States--specific
of our principal potent
has been to have enough
in competition with ounp
do not propose to chang

American people want to

ve define--and conditions external to the
ally, the trends in the military activities
ial adversary, the Soviet Union. US policy
military power to accomplish our objccfiyes
most dangerous potential adversary. Ve
e that policy, and I dovnot believe the

change that policy. My message is that

this policy will have to be chanrged unless the trends of the last
2

.years are arrested--unl

relative to those of th

ess the steady decline in US defense efforts

e Soviet Union is halted.

There is no single index upon which such a judgment on

the adequacy of our defense effort should or can be based, but

there are a number which we cannot ignore. First, a comparison

of the defensc programs

of the US and the Seviet Union.



Defense Spending
2

Using T'Y1977 constant dollars, the US defense budget in
1964, the last pre-Vietnam year, Qas $115.4 billion; it reached
a peak of $150.2 billion in FY1968 and declined steadily to a
low of $100.7 billion in FY1975. The budget in TY1976 may pro-
vide an incrcase in real purchasing power over the previous
year, but, at the estimated $105.3 billion, it would still be
9 percent below the Y1964 level. And, as you know, that T'Y18706
number is still aﬁ estimate. The "Baseline Forces" figures more

clearly reflect the trend. These figures (which exclude incre-

mental war costs, retired pay, military assistance, and similar

expenditures) indicate that, in real program terms, US defense
expenditures have declined by more than 17% since the carly 1960's.
The significance of this decline comes into -focus when placed

in the context of the military activities of the Soviet Union. To do
this it is appropriate té refer to intelligence~based data. Thié data
does not show the US programs in the same categories as DoD budget
documents, but it does show the US programs in terms consistent with
our intelligen;e on Soviet military activities. The intelligence
estimates of Soviet activities arc being reviewed, but I am confident

that the trends indicated here are not exagperations.

Military Capabilities Trends

In contrast to the decline in US military resource allocations, the
Soviet military has experienced a sustained increase over the 1964
through 1975 period. Over that period the estimated rcal resources
allocated Lo Soviet national defensc grew from about 99 billion to

about 133 billion, in constant TY 1977 dollars, an annual average change

of about 3¥%; Dol has projected Soviet growth at this rate through 1977,
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There is some uncertainty about the absolute values of
Sovicet defense expenditures--we cstimate them in US dollar terms
for purposes of comparison--but the trend has been unmi§Yakably upward.

Thus, in real resource terms, *“he size of the comparable US defensc
program in I'Y190h was approximately 9 percent larger than the Soviet
program. Since anut 1270, the Soviet program‘has ernceeded that of fhe
US in every year; in 1975 it did so by approximately 34 percent. This
pattern of the Soviet effort outstripping that of the US is reflected
in every major component of the military programs. OFf major concern
are the contrasting trends in Soviet and US investments for {uturc
military capability. By approximately 1970 the Soviets' military
systemg procurement, facilities construction, and RDTEE had ciceeded the
US counterparts in total, and in the major parts. HMoreover, support Tor
our forces in Southeast Asia caused our cxpenditures, particularly on
procurement, to swell out of proportion to their effects on our present
military capability. Had it not been for these expenditures, the con-
trasting trends would be even more apparent.

Although Soviet activities in RDTEE are particularly difficult to
quantify, the rough measures in constant dollar terms reflect a comparative
trend which is particularly troubling. In this area of traditionally
clear US superiority the evidence is also adverse: for some time the
Soviets have devoted more resources to their military RDTED program than
has the US. I will expand on this point and its iwmplications shortly.

In terms of wilitary capabilities, these funding patterns are
reflected in some significant trends:

Hanpower
-~Soviet military strength has incrcased by a million men in the

last decade, apd now stands at U.4% million wmen. US force strength
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during the same period increasced to a peak of 3.5 million men
and then dropped 1.4 million men to the current level of 2.1 million.

-

Consequently, the Sovietls outnumber us now by more than 2 to 1.
Shipbuilding

--The .Soviets'naval shipluilding capability has been
expanded and has produced about 800 ships for their Navy since

1965, During the same period, the US produced about 300 ships.

Tank/APC/Artillery Production

~--In the past three years the Soviets have produced
5.0 times as many tanks, 2.8 times as many armorad
personnel carriers and 9 times as many artillery
/
pieces as the U.S.
Alrcraft
--During the same period they produced 70% more tactical

aircraft.

Missiles

--Between 1965 and 1875, the Soviets dramatically increased
their inventory of ICBM's and SLRM's. Their bomber force

remained relatively stable in numbers while ours declined.



Ship Inventory

~-During this sdme period, the Soviets maintained thei;’léads
in inventeory of attack submarines and sea-based stand-off
weapon delivery platforms (carrier aircraft and surface-to-
surface missile~launching submarines and ships), while the

US lost its leads in numbers of major surface combatants

and amphibious ships.

Tactical VWeapons Inventory

--Finally, between 1865 and 19875, the Soviets increcased their
leads in inventory of tank and artillery pieces, gainéﬁ a
lead in tactical aircraft, and narrowed the US lead in
numbers of helicopters.

Together, these trends have resulted in a significant change
in Soviet military capabilities, in everything from strategic
missiles to military personnel, long-range attack submarines, tactical
aircraft, and tank production.

These contrasting trends in US and Soviet military efforts
should be disturbing to those who view them. They cannot be allowed
to continue without signalling a decision on the part of the United
States to yield military superiority to the Soviet Union...with all
that implies for the world in which we live.

The budget for FY1977 of $112.7 billion in TOA represents a necessary
step toward arresting the trends by providing a real incrcase in US
defense spending.  However, the FY1977 TOA budget will still be 25
percent below the TY1S868 level, and about 5 percent below the pre-Vietnam
war levels of the carly 1960s. Clearldy, this budget will not reverse the

trend,
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Morcover, the economy has grown in real terms while Defcnse
expenditures have declined. As a result, the percentage of "GHP
allocatea to national defcnse has fallen from 8.3% in FY1964 to
approximately 5,7% in I'Y1876. 1In relation to total Federal
epending, Defcnse accounted for 42,8% in 1964 and today is only
24.4%, the lowest share since FYL1940, which ended eighteen months
before Pearl Harbor. In FY1977 it would bhe 25.4 percent.

In short, the real rcsources allocated to US national delense
are now, qnd have been for the past five figscal years, less than
the peacetime levels of the early 1960s, and they absorb a Sha?e

of the nation's resources which has not been smaller in any year

since the Korean conflict.

Trends in US and Soviet RED Programs

I have pointed out-a number of trends over the past decade or
so; they have not been favorable. What are the projections for the im-
mediate future? To begin with, comparative US and Soviet trends
in research and development--onc of the keys to comparative mili-

alicad--are a cause for concern.

+
ol
13
g
[@]
0
nJ
o
t7
[
[
pee
-
-t
o}
+
~
0]
o
o
O
o3}
o
4
o))
jan

All available quantitative mecasures indicate that the Soviet
investment in military and space RE&D, however it is measured,
réached the level of the corresponding US R&ED investment at least
five years ago, has been growing at a consistently greater rate,
and now exceeds the US effort by a substantial margin. This inten-
sive effort to advance Soviet wmilitary technology has had a dramatic
impact on the new generations of Soviet weaponry which have becen

ficlded since the mid-19060s, and with dncreasing tempo in the 1970s.

[



In all major catlcegories--strategic missiles, aireraft, major

ground force weapons, and naval vessels--the new Soviet weaﬁdné

are significantly morc capable than their predecessors. Indeed,

as I have already mentioned, one of the most important things

that has been happening is the degrec to which the newer generation
of Soviet weapons has closed the earlier large qualitative gap with
individual US weapons. The traditional missions of the Soviet
nilitary can now be performed better, and new, more demanding
nissions undertaken.

It remains true, however--as a generalization with imporiant
gualifications--that the US still leads the Soviets in most
significant areas of military technology. But the US in the
past had a wide technological lead. Indeed; in maintaining a
nilitary balance withthe Soviet Union, the US has in a number of
important arcas relied upon the superiority of our military tech-
nology to offset the quantitative sﬁperiority.bf the Soviet forces.
That favorable techinological lead has not yet been crased, but it

is being eroded steadily.

These new generations of Soviet weapons are being produced at
rates which exceed comparable US production. This holds for virtually
all major wecapon system categories: tanks, APC's, artillery, tactical
aircraft, submarines, naval surface vessels and, of course, missiles.
These trends, if continued, have scrious adverse implications for

the worldwide military balance.
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The Vey Military Bolances

There are three principal arcas in which we acsess the wmilitary
balance between the US and the Soviet Union: strategic nuclear forces,

o
o0

naval forces, and Central Luropean forces. However, we must asses
each balance from the rel-vant perspective. The balanc: required is
determined by defense policy and strategy; in some casces the role of

allied forces on both sides must also be taken into account.

I. Today, US strategic nuclear forces retain a substantial and
credible capability to deter all-out nuclear atlack and their
ability to execute controlled and limited responses is being

enhanced. There is, neverthecless, reason for concorn:

--The Soviets have devcloped four new ICBHs, two of which
are currently being deployed with multiple independently
targetable reentfy vehicles (IMIRVs). TFollow-on missiles -
are already in RED.

--They have produced a new generation of bullistic missile
submarines (SSBNs), one version of which has deployed
‘with a new 4,200 mile range SLBM. A successor is already
in RED.

—--The Soviets are developing a mobile IRBM (in the form of
the $S-¥-20).

--Between 1965 and 1975 their ICBM force increased from 224
to about 1600 missiles. Their SLBHs rosc from 29 to about

730.
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The Strategic Balance is obviously @ most critical bLalonce,
and the futurce US position relative to the Soviel Union in this
area is of the utmost importance. Taking Soviet improvements and
US developments intp consideration, we can expect @ continued
Coviet advantege in throwweight and megatons,
although we should retain the lead in numbers of warheads. These
trends mean that in most of the standard iﬁdices the Soviet advantage
will increase over the next decade, even assuming Congressicnal

support for the program we have proposed.

trends which may further shifty”

the balance, if not corrccted:

--US submarine and bomber forces are aging, and the Soviets
are improving their ASY capebilities and their bomber
defenses.

--Continuation of current Soviet strategic programs--even

within the constraints of SALT--ccould threaten lhe sur-

vivability of the U3 Hinuteman force within a decade.

The key asymmetries in the strategic balance, then, are

these:

o The US lcads in:

--Accuracy of missiles, especially in the potential for
a major quantum improvement.

--Combined high accuracy, low yileld weapons for discriminating
usce if we choose to develop them.

-=-Bomber force capabilities and operational expericnce.
—-Current, but perhaps eroding, base system near Soviets

that allows oftficient use ol bhoabers and the last ditceh
use of tactical aireraft for stratvegic micsions.
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o The Soviets lead in:

--Air defense against bombers. .

-~Civil defensc preparations to protect population and
industry.

~~Development of land-mobile missile systems, and the methods
of operating such systems effectively; e.g., camouflage,

deception.

-~The mowmentum of current programs.

The balance we want in the strategic forces arca is essential
equivalence. The programs we must undertake to maintain eyuivalence
are dictated by the trends we have discussed, and by the potential
impact of improving technology, especially that alfeceting missile

accuracy.

II. With respect to naval forces, geopraphic, political and

economic Tactors have dictated different missions for the US and
Soviet navies. Since US interests and allies extend across the

seas, US naval forces must be able fo exerciéé seca control and

be able to projcect power ashore. The Soviet Union has been basically

4

a land power, and Soviet naval forces therefore have had as a

Hy
e

1rst
priority sca denial. However, the continuing expansion of the
Soviet Navy gives clear indication that the Soviets intend to assign
worldwide missions to £h0i1 lavy similar to those we assipn to ounr

Navy.

The simultancous decline of our own naval force levels and the
rising capability of the Soviet Navy have clcavly caused and arc con-

tinuing to cause an adverse shift in the naval balance. lHowever,

-~ @
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as of today, the UZ Navy should be able to fulfill its assigned lasks,
although not without considerable losses in certain  situations.

Where we once enjoyed a virtual seapower monopoly, we now face an

expanding and capable Soviet Havy.

~~-In 1965, the US had about 310 major .surface combatants

in its fleet, while the Soviets had about 200 such ships.
In 1875, the Soviets still had about the.same number of
major surface combatants, but the US force had dropped
to about 175, -

~-In 1965, the Soviet Navy included about 3.2 timeé as many
attack sumbarines as the US llavy. In 1975, the Soviect Navy
had about a 3.5 advantage in numbers of attack submarines.
However, the US still retains a considerable qualitative

advantage in submarine quieting.

--In 1965, the US flecet contained about 135 amphibious

{16 omitted)

ships, while the Soviet flcet contained about 60 such
ships. In 1975, the Soviets had increased their nunber

of amphibious ships to 85, while the US force had dropped
to about 65. Although the US has lost its lead in the
nunber of amphibious ships, only the newer Soviet ships
are designed for operations far from the Soviet Union.
These newer designs do, however, inerease the Soviet Navy's
emevging ability to assume a power projection role similar

to that of the US Navy.
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--Although outnumbered, the US maintains a fleet éf greater
tonnage than that of the Sovicts., " This is duc larpely
to the 14 aircraft carriers in the US inventory (one’éf/
which will be retiring from the active fleel this ycar),
but also because of the extended range built into US
ships. Nevertheless, the Soviets have recently been
building greatly extended range into their ships, as

exemplified in their new KIEV-class aircraft carriers and

their ¥ARA-class cruisers.

--While the US has concentrated its sea-based stand-off
offensive weapons in 14 aircreft carriers, the ngieta
have developed a mix of surface and submarine-launchod
anti-ship guided missile systems in 250 sca-bascd
platforms, a number which has remained relatively static
since 1968. Howéver, the Soviets have been modernizing

both their platforms and missile systems, incorporating

sophisticated, advanced technology. For instance, they have for a

number of years deployed submarines which can launch anti-ship

cruise missiles while submerged.

-=Over the past decade, the Soviets have maintained a large,
land-based Naval Aviation anti-ship missile-equipped bomber
fTorce. Today this force numbers about 300 aircraft; the
range of this force is being greatly extended in its attack
capability by the introduction of the BACKU'TRD bomber.
The US, with its relionce on aireraflt carriers,has

not maintained a comparahle land-basced force.



~~-Like the US Navy, the Soviet Havy is incrcasingly cmphasizing
anti-submarine warfare. The Sovicts bave developed a Jand-
ﬁased ASYW patrol alrcraft capability, and a sea-based ASW
helicopter force which operates frombsuch platforms as the

20+ HOSKVA-class helicopter cruiser and the KIEV-class aircraft
Picture )
carrier.

--The U.S. has historically made effective use of overseas
facilities and airfields to support naval forces; in recent
years, the Soviets have been increasing the numbers of such
facilities and airficlds for support of their naval forces.
They, too, are becoming a "world-wide' navy ... and
this fact can be casily scen in a comparison of recent
US/USSR cowbatant deployments .,

In 1965, the Soviets did not venture into the world's

21 oceans to any gfeat degrec. Over time, however, they have increésingly
deployed their navy to the major océan areas..-By 1975, they
maintained a presence in all areas of interest to them comparable
to the US. Thg asymmelry in the Pacific Ocean reflects two points:
one, our allies in the Pacific do not have naval forces éomparable
to those of our Buropean allies; and two, the Soviets have few

overseas facilities in the Tar Dast to support extended deployments.

As I have alrcady mentioned, each military balance has to be
. thoupht of differcntly. In the casc of the stratepic balance, a

rough parity is our goal. In the case of the naval balance, because .
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of our dependence on the seas and our alliances, it is ecssential that

the US be able to control the intervening sea spaces belween ourselves

- -

and our allies and other interests, and that we have the ability to
project power wherce we must. For some contingencies, the naval forces
of our allies, which are more substantial than those of the Soviet

allies, must he added to our own forces in drawing up the balance.

However, we still neced to waintain a margin over the Soviels by ourseclves,
and this task will continue to rest principally but not exclusively with
our Havy.‘ The issucs we need to address ourseclves to, then, are
-~the naval capabilities in which we want a margin of guperiority,
~-how big these margins should be.
A five-year shipbuilding program is provided with this budget,
as requested by the Congress. It ma; prove to be the right
program. In broad outline, it appears to represent the right
level of effort. Jlowever, I expect 1o complete a review of the naval force
structurc and ship construction reqﬁiroments iﬁ the next few weeks

which may alter what is presented now.

IT1I. Considering the Central Durepean balance, I believe we and

our allies presently have the capability to respond adquately to

a Warsaw Pact attack. However, the balance over the long run is

less sccure than it has appeared to be in the past. We arce increasingly
concerned that, unless we counterbalance them, incrcasing Soviet
firepower and mobility will begin to give the Warsaw pact forces an

unacceptable advantage.



There arce a number of important asymmetries that influcnce the

assessment:

~-NATO has several advantages:
o It has a defcnsive mission with advantages of interior
lines and familiar torrain.
o Its tactical airpower is superior.
o It has more anti-tank weapons, helicopters and
armored personnel carriers.

o It leads in nuclear weapons.

--The Varsaw Pact has: .
o The initiative in choosing the time and nature of
atfack.
o HMore tanks and artillery picces.

o A multinational force with greater commonality

of equipment, doctrine and practice.

At first plance these considerations may ceem to favor HATO.
Moreover, comparisons of total military manpower and numbers of
weapons acroés a large number of categories show a rough balance
between NATO and the Warsaw Pact. However, this does not tell
the whole story. Tactical air and ground combat are extremely
complex; history contains many examples of numerically superior
forces being defeated by opponents who used more effective
tactics, had a better plan, or above all were able to achicve

surprise.



The Soviets for a long time have stressced an offenuivg doctrine
for a Blitzkrieg»tyﬁe war. In the past decuade they have made sipnifi-
“cant pr;grcss toward building a force which could implewent that
i doctrine. Since the mid-1960s, they have added 140,000 men to their
3 24 forces facing NATO, introduced five new types of aircraft, and pro-

i ' vided their ground forces with a new generation of weapons in virtually

every major category of ground force equipment.

--In the past new Soviet weapons were product improve-
ments over their predecessors. FYor example thelr

T-62 tank was a modified T-55 with a new gun and a

) . - .
2ha: few other changes. Thelr newer weapons, however,
Picture

* have been in most cases tolally new desipns--and very

sophisticated ones. For example, Soviet divisions have
been equipped Qith as many as four different surface-
to-air gun and missile systems, edch with overlaepping
air defense capabilities and using different methods
to acquire, track and engage aircraft. Their armored
personnel carricr not only carries troops but enables
them to fight from within the vehicle. It also mounts
anti-tank weapons.

--This new generation of weapons has enabled the Soviets to
alter the missions of their forces, obtain preater self-
confidence that they could implement their offensive

doctrine, and force NATO to chanpge its mission prioritices.
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For crample:

o TFor thre first time they hévo acquired a real .capability
to provide close air support and to conduct interdiction
attacks. Their tactical alr force is shifting from a
largely ¢ty defense force Lo one which con aiso provide
close support to the ground clements, Thelr air capa-
bilities still significantly-lag NATO, but they have

made a large step toward closing that gap.

o MHMajor improvement in ground based air defense has freed
the Soviet Air Force for this air suppert role, and it

has also caused NATO air forces to alter their mission

enphasis somewhal to focus more on defense suppression.

--Such sharp departures from the past indicate that the
Soviets are enfering into an era of modern ground and
tactical air power roughly cqual to our own forces
using weapons of roughly comparable technical
sophistication.

In looking at the balance in NATO, therefore, we must not

consider just the static numerical indicators, although these are
importént: In this case we are in much more of én alliancé

situation than in the olher key balances, and one in which the size

of the forces we contribute is in the minority. We must also con-

sider the qualitative changes, ecpecially those which impact directly

on the Soviets' ability to implement their offensive doctlrine.  We
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hope that NATO can contain a Sovict attack conventionally, bul clearly
tactical nuclear forces will play a role if Soviet conventdonal
Capabiiitieé significaptly outpace our own. It is in our interests
to raisze the nuclear threshhold rather than to see it lowered.

In summary, when one considers the Strategic Huclear, Naval,
and Central Front Balances, it is apparent that major changes in
Soviet capabilitics have occurred. The Soviets have come a long
way from the unsophisticated, continentally confined, armed forces .
of WWII days to superpower status in the 1970s. There is a strong
momentum in the Soviet military programs and in the cmergin& pattern

of external projection of Soviet power.

Ve have momentum, tooy a long pericd of downward trends--in

force levels, manpower, and budgets; and an apparent national mindset
which secems to feel we can keep right on the way we have been going--
a total of over $33 billion in Defense cuts in just the past 5 years--

with no damage.

The Problem of Sufficiency

There should be no doubt that, today--February 1976--US military
capability is sufficient to support our vital national interests.
Our strength is assessed by the whole world as the stalilizing
element in the world power equation.

It is clear to those who look at the military balance that, if
we are to maintain rough cquivalence, and therefore stability, the

adverse trends must be arrested. I reiterate a point I made carlier:
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unless these trends arce stopped we will be forced to change our fundo-

mental policy of remaining cquivalent. .

The world situation we now face can be described in many vays. ..
at best it is unti@y, characterized by numerous dynamic factors that
are difficult to identily, measure and acsess. It i a world with
many uncertainties, and one which is not particularly friendly. US
military strength--and the world's assessment of that strength and
of our willingness to use it when mnecessary~-are fundamental 1o
insuring stability, maintaining the confidence of cur allies,
deterring potential adversarics, and lending weipht to our vicws
and values, If the US fails to serve as the counterwelpht 6

expanding Soviet power, there is no onec =lse to do it.

Negotiations on equitable arms conirol measurces poocead,
Hopes to achleve such agreements are, however, dependent upon
an assessmentlby others--adversarics and third parties alike--
of owr strength, both that alrcady deployed and that we are
capable of deploying if we must.

Meanwhile the steady expansion of Soviet military effort
continues--as measured in terms of technological progress, invest-
ment, capacity, output and, finally military capability.

For the United States to remain an «ffective counterbalance
to Soviet expansion, logic drives us to the clear conclusion that
we must provide added resources, in real terms, in the Defense
budpet. Stopping the downward trend in US military resources is

essential if we are to maintain technolopical leadership, sustain
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prudent force levels, improve readiness, and accomplich necded
modernization, all essential to arrcesting the unfavorable trends

.

in coprpagrative US/USSR military cap:bilities.

DoD Restraint

in the following ways:

In an effort to contribute constructively to provision of
the needed funding for improved force modersiization and rcadiness,

we have taken sleps to reduce other aspects of our budget request

--Restraining personnel costs while working to maintain the

=

quality and professional stundards of the all-voluntesp

fcwce, These savings arve in part dependent on congressional 2etions,
for example: limiting Governmcent Service and military pay increascs in
FY 1977 to 57; phasing out military comaissary subsidics; and
eliminating the vetired pay "kicker." lHow much can be saved by limiting
-pay increases depends in addition upon what guidelines for Government

Service comparability are in force next October.

. —-Instituting actions including basc realigpments, headguarters

~ .

reductions, rcduced training costs, and civilian manpower
reductions to save funds. Without these measures, the FY1977

Defense budget would have been some $3 billion higher.

~=Tentatively adjusting the rate of modernization, construction, rcadinoss
improvement, and Navy surface flect buildup.

--Consciously limiting the stockpiling of war rescrve
material, which could have added a prudent $1 billion

to the budpet.
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These and other similar actions represent delcetion or .

deferral of capabilitics and matericl the Department would

like to have, but which we are rclinquishing in an effort to

be regponsive to the‘realities of budget limitations. We hope

the Congress will approve the recommended belt-tightening

measures, but as indicated in the budget, in the event the

Congress does'not, a supplemental would be required to avoid

unacceptable force level reductions.

" In consider the reasons why we conclude that various Defense

expenditures are necessary and prudent, it should be clcar that the‘spec—

ific threats posed by emerging Sovict capabilities dictate much of what

te find it necessary to do. In this regard it should be remembered that

.

if the Soviete fail to come to terms on verifiashle agreements which ccuit-

.ably limit strategic arms con both sides, this will necessitate addition

expenditures on our part to maintain the strategic balance.

The Myth of Defense Budoet Flexibility

a

devole to other programs and budget categories. Whatever validity such o vieo

In the ﬁast scme have held the view that the Defense budget repraosentcd

6

source upen whichone could draw, without adverse effect

may” bave had in the past, it is far rcowoved from the roalitics of today,

Legitimate demonds that Defense become more efficient, cut out

umiceded f1rills, and improve its combat to support ratio have been

"heeded and acted upon. While no one charged with the dircction of |

so Jarge and complex an enterprise would cver argue that perfect
cfficiency had been attained, it is important to recopnize the

following:

, for resources to



—-Further cfficicneics, which we countinue to strive for, cannot
realistically be expected to’ result in savings of billions of dollars.
Put another way, Defence budget cuts in the billions of dollars sim-

ply cannot be compensated for by quantunm improvements in cfficicncy;

they reasult in real decrezses in our defense capability.

--We are moving to "cut the frills." . We will continue to

seek out and eliminate them, but no massive savings can
realistically be expectcd.‘ The belt-tipghtening efforts I
described earlier represent elimination of valid and useful
functions and facilities in an attempt to reduce needed

> funding.

—-Moch has been done in terms of reducing support costs so as to aug-

RO
-

neat conbat forces, to the extent that there is concern anong some
that in cutting "tail" to aunzment "teeth” wo may be well up through

the hindquarters and moving in on the shoulders. But the real point

i is to recognize that there is a finite limit to the feasibility of

-tradipg off one essential type of capability for another, ana that
this arca, teo, does not represent a potential source of savings in
the billions of dollafs.
ﬁqd let's not fool ourselves. It is oul of the question to think that
the nation's non-defense spending can be funded to any meaningful extent
out of further cuts in successive Defense budgets. The rceordering of -

prioritics about which wer have "heard so much has taken place.
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In the past 10 years payments to individuals from the Federal budget have
increased 1347, while defense has declined 29%. Assume the President's

budget is accepted at$394.2 billion for FY 1977, and that it is decided

to increase payments to individuals and grants by 13%. This would

require —- recognizing that interest and other non-defense expenditures
are relatively fixed -- a devastating 30% reduction in Defense. The

days are past wherein the Defense budget dominated expenditures on

Social and Eceonomic programs, and could provide a reserve from which

these more immediately appealing activities could expand.

The TY13877 Defense budget has been through one of the toughest

Federal budget scrubs ever. TFurther cuts would require unacceptable
reductions in national sccurity. The days of finding funds for
other programs by culting Defense on the premise that "they'll never
miss it" are over. Additional savings, yes..,but billions, no, not
wi{hout cutting forces.

Over the past five fiscal yeérs the President's Defense budgets

have declined steadily. In FY1875, the requested amount was 14 percent

below the FY1971 requested level, reflecting attempis to eliminate

"fat” from.the budget. Bul in cach year the Congress has cut
back Defense further, a cumulative 33 billion plus in T'Y1877
dollars over the FY1971 through I'Y1875 period. Cuts in the
Defense budget of the magnitude we have experienced in recent
years would risk US sccurity by unnccessarily injecting a
fundamental instability into a world situation which is alrcady

less than tidy. When, as would be inevitable, the rest of the



vorld rcalized that the United States had made a decision to
accept an inferiop status, we would find ourselves living in a
world fdndamentally different from the one we have known during
our lifetimes.

A rccently reported survey estimates that we are alrcady
living in a world 3in which only one human being in five lives
in recal freedom, enjoying the political and civil riphts we some-
times take for granted. Only a year carlier one in three had been
considered free. Furthermore, numbers of that minority of nations

enjoying such freedom are experiencing difficulties, ranging from

problems with trade balances to increasing internal political

.

conflict.

The point, and it is directly related to your deliberations
on.the proposed defense budget, is that our way of life is shared
and supported by relativgly few elsevhere in the‘world, and the
capacity of those few to counterbalance threatening forces in
~the world is limited and quite possibly declining. Only we posscss
the resonrécs to provide that counterbalance, to Ee the center of
strength-for our values. I believe we also possess the will to
do so. It is clear that we cannot fail to do so and still continue

to enjoy the freedom we cherish.



26

Decision by Conpress ' , -
Between now and the 15th of May, the Congress will make its
budgetary decisions embodied in the Concurrent Resolution. As
you are well aware, it will be one of the most imporutant decisions
the Congress will make all yeér. Its ramifications will affect
the American people and our world for yecars to come.
‘The proper course is to act now to begin to arrest the trends

that have been set forth. This can only be done by providing real

increases in the Defense budget.
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CURRENT DOLLARS

Tota IOb ational Autkority (TOA) -

Budget Authority (BA)

Outlays

"
-

CONSTANT FY 1977 DCLLARS

Total Obligational Authority {TOA)
"~ Budget 'Auth.o':ity (BA)

Qutlays

DEFENSE 51
($' i BILLICNS)

Vw”(/ {*//\/b
7 0'/

R M’)

y o

FY 1564

DEPARTMENT OF DEFERS

UDGE

FY 1878

| FY 1974 FY 1975 FY 1977 INCREASE

ACTUAL ACTUAL  ACTUAL  ESTIMATE  ESTIMATE FY 127877
50.7 85.1 87.9 2.3 112.7 14.4
50.7 83.9 g1.5 100.7 "113.8 12.1
50.8 78.4 86.0 a1.2 ©100.3 £.9
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ANTI-AIRCRAFT

AIRCRAFT

ADVANCES

— NEW
— IMPROVED ARMOR

— IMPROVED ARMOR

GUN SYSTEM

— SELF-PROPELLED
— ARMGRED
— RADAR CONTROLLED GUN

— FIVE NEW MISSILES
— TRACK MOBILITY

— HAPRCGVED AVIONICS,

AIRFRAMES AND
MUNITIONS

rCRCZ IMPLICATIONS

[(MPROVED PRO TECT

0N FOR
MiEN AND EQUIPMEN

VENT
INCREASED FIREFPOV/ER

INCREASED MORBILITY

GROUND ATTACK CAPARILITY

PAYLSAU — RANGE NCREASES
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