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We know only too well that war comes
not when the forces of freedom are
strong, but when they are weak. It
is then that tyrants are tempted.

-~ Ronald Reagan
(July 16, 1980)

The strength of the United States serves to protect the
American people and helps preserve the peace. We need
strength to deter attack, to support the cause of freedom,
and to work for a peaceful world. But our nation can be
strong only if our defense and foreign policies enjoy
broad support at home. For it 1is 1in the American people
that the ultimate strength of the United States resldes--in
the patriotism and convictlons, in the skills and courage of
each of us.

Fifteen months ago the American people gave Ronald
Reagan the mandate to lead our nation. That mandate empha-
silzed the strengthening of Amerilca. It is the President's
responsibility, while working ceaselessly for peace, to
ensure that the safety of the American people cannot suc-
cessfully be threatened by anyone. President Reagan has
kept his pledge to make this responsibility his first
priority.

I am pleased to submit to the Congress and the American
people the first Defense Budget for which the Reagan Admin-
istration is fully responsible. This report for Fiscal Year
1983 contains my summary of our defense policy, programs,
and budget.

First, I must express my deep appreciation to the
Congress for the support given to the Department of Defense
during the past year. Much has been accomplished in the
vital area of our nation's security. Far more remains to be
done. To complete the task we have begun, to redress the
military balance with the Soviet Union, many years of
sustained effort will be needed. I pledge to work with
Congress to make sure the burdens the American people assume
will bring the fullest measure of security for our country.

A. RESOURCES

It 1s my primary statutory responsibility to advise the
President, the Congress, and the American people of the
things we must do to improve our national defense and
why we must do them. Serious deficlencies in our military
forces have compelled us to break with past thinking and to
develop new policies and programs. We must correct the
major weaknesses 1in our defenses that have resulted from a
decade of neglect. And we must at the same time look at the
decade to come. With the cooperation of this Congress, ve
will construct a defense that can substantially reduce the
dangers we now face, and, at the same time, give us the
margin of safety necessary to preserve the peace.




We are requesting $258.0 billion of Total Obli-
gational Authority (TOA) for the Defense Department for this
coming fiscal year. Taking FY 1982 TOA as a base, we
envision an average real growth rate in the defense budget
of 7.4 percent a year over the next four years (Table
I.A.1).

TABLE I.A.l

Five-Year Defense Plan
($ Billions)

1982 1983 1984 1985 1986 1987

oA
Current Dollars 214,2 258.0 285.5 331.7 367.6 400.8
FY 1983 Dollars 227.8 258.0 269.8 297.8 314.0 325.9
Outlays

Current Dollars 182.8 215.9 247.0 285.5 324.0 356.0
FY 1983 Dollars 195.4 215.9 233.2 255.6 276.0 288.7

Defense Budget as
a Percent of GNP 5.9 6.3 6.5 6.9 7.2 7.4

For the major individual programs a detailed discussion
of the reasons which make these 1lncreases necessary 1is, of
course, required. But it is equally important to state the
broad and fundamental reasons for the 1increase in the
defense budget as a whole, so that Congress can properly
weigh the needs of the defense of the natlon against the
many other demands on the PFederal Budget.

Why must the defense budget be 1lincreased as much
as we propose?

First, because we must now pay the bill for our
collective fallure to preserve an adequate balance of
military strength during the past decade or two. While our
principal adversaries engaged in the greatest builldup of
military power seen in modern times, our own investment in
forces and weapons continued to decline untll very recently.
Even now we have yet to match their level of effort, as
Chart I.A.1 clearly demonstrates.

Second, because we cannot, in good conscience, increase
our reliance on the threat of nuclear weapons to evade the
need for restoring our conventional military strength across
the board. And we also cannot neglect our strategic deter-
rent that must prevent the use of these terrible instruments
by the enemy. In fact, we must overcome the obsolescence of
our strategic nuclear arms and strengthen each part of the
Triad.
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Chartl.A.1

COMPARISON OF US DEFENSE
OUTLAYS WITH ESTIMATED DOLLAR
COST OF SOVIET DEFENSE ACTIVITIES
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Finally, because we cannot offer the American people
and our allies a mere facade of security by deploying
forces that lack the necessary materiel and tralning and are
not backed up by an adequate mobilization potential.

It is 1important to note that, for the last three
decades, real U.S. defense expenditures remained virtually
constant. With the exception of increases in expenditures
for the Korean and Vietnam wars, defense outlays fluctuated
within a fairly narrow range--between about $150 billion and
about $190 billion (in constant FY 1983 dollars). As the
economy grew, therefore, the relative investment in defense
expendlitures diminished.

The constant level of total defense expendltures
masks, however, a qulte different pattern for our defense
equipment and the infrastructure that supports 1t--the
"capital stock" of the natlion's defense establishment. The
United States emerged from World War II with a very signifi-
cant "capital stock" for defense. It had, for example,
built a fleet of ships so large that it could maintain a
Navy of approximately 1,000 vessels in active service until
the late 1960s. It had constructed a whole series of
defense plants and some of the facilitles that were buillt in
World War II are still in use today.

But the typical defense capltal asset lasts between 15
and 25 years. Thus, in the 19608, we should have faced a
major requirement for reinvesting in defense if we were to
maintain the margin of safety we had enjoyed since the end
of World War II. Such 2 reinvestment program for conven-
tional forces was 1indeed begun under President Kennedy, but
it was interrupted by the Vietnam War. During the 1970s,
instead of continuling to reinvest in our defense effort, we
declded to retrench substantilally. New investment was
pursued during the 1970s in selected areas only--for
instance, Air Force tactical aircraft. Hence, in most areas
we now face a major backlog of investment requirements.

Not only did the relative defense effort of the
United States decline but, and with few exceptions, our
allies spending rose only gradually. An increase in defense
spending throughout our alliances is clearly necessary.

Given the undoubted importance of reducing the rate of
growth of the Federal budget and the difficulties caused by
reductions in domestic programs, 1t is important that we be
aware of the relatlve size of our defense expenditures. Our
total defense expenditures will still amount to no more than
7.4 percent of GNP in FY 1981, as compared to an average of
more than eight percent of GNP during the 1950s and 1960s
(Chart I.A.2). And as a percentage of public spending
(Federal, state, and local), defense will be relatively low
compared with an average of about 30 percent during the
19508 and 1960s (Chart I.A.3). The much published figure of
$1.6 trillion for defense within the next five years is
8t111 less than the $1.8 trillion now contemplated for
social and welfare programs for the same perilod.
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PERCENT OF GROSS NATIONAL PRODUCT

CHART 1L.A.2

U.S. DEFENSE BUDGET AS A PERCENT OF
GROSS NATIONAL PRODUCT, 1940-1981
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CHART LLA.3

U.S. DEFENSE BUDGET AS A PERCENT OF
PUBLIC SPENDING, 1950-1981
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Fears that the defense budget of this Administra-
tion will strain the American economy are unfounded. In the
19508 and 1960s, when defense spending as a percentage of
GNP was much larger than today, annual inflation rates
ranged from about one to seven percent. Economic studies
have found 1little difference in the effect of defense and
non-defense spending on inflation. Defense spending, like
other Federal spending, produces something which contributes
to the people's welfare. The very purpose of our economy 1is
to meet the needs of our people. Defense 1s an urgent need,
and we have ample resources to meet it. As British Air
Marshall Sir John Slessor put 1it: "It is customary in
democratic countries to deplore expendlture on armaments as
conflicting with the requirements of social service. There
1s a tendency to forget that the most important social
service that a government can do for 1ts people is to keep

. them alive and free."

Yet, while 1t 1s essential to allocate greater re-
sources to our defense needs, by itself, even that would
not be enough. We must not only spend more money for our
security, we must also bring our thinking up to date.

B. POLICY AND STRATEGY

Policy endows our defense effort with purpose. It
relates means to ends, but considers neilther as unchange-
able. Our defense policy must tell us how to reshape the
means we Iinherited so that we can better attain our objec-
tives, and it must help us to define our ends realistically.

To change the forces we inherited takes time; we
can alter them only incrementally. Much of our defense
budget today must go to support our existing assets: to
compensate and provide for the people who make up the Armed
Forces and to increase the readiness of existing units and
strengthen their ability to sustain themselves in combat.
Since we must malntain substantial forces to deter present
threats, only about one~third of the defense budget I have
submitted to you 1s left to purchase more, or new arms and
other equipment. And 1t will take several years for these
purchases to have an impact on force capabilities. Thus,
the means available during the next few years have largely
been shaped by past policies and strateglies and by past
expectations about our adversarles and the threats we will
face. We are, to a greater extent than we would like, the
prisoners of our immediate past.

1. The Need for Change

Sadly, many of our past expectations have been
disappointed. The most fateful disappolntment, perhaps,
concerns the role that military power continues to play in
the world. Expectations were widespread in the West that
arms agreements and other understandings--explicit or
tacit~-would have a universal rather than a unilateral
effect on limiting the accumulation of weaponry and restrain-
ing the level of military spending, East and West. With the
exception of the U.S. build-up related to Vietnam, the
United States and its allies gradually reduced the propor-
tion of national income (i.e., GDP and GNP) devoted to
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defense during the mid and late 1950s and 1960s. However,
the Soviets continued to amass force without slackening;
and, they have already exploited thelr growing power in
several areas of the world.

The Sovliets have used proxy military force
in Angola and Ethiopia and they have used their own mili-
tary forces for the invasion and continulng occupation of
Afghanistan. We have learned once again that even when our
adversaries do not actually fire weapons, they can exploit a
preponderance of military power. They can coerce by threat-
ening--implicitly or explicitly--to apply military force--as
in Poland. 1In this way, they can continue to hold captive
populations that clearly want to be free. And given
the opportunity--for example, 1n Iran--they might seek to
expand their imperial reach.

A second and related Western expectation that
was disappointed had to do with the West's long-term reli-
ance on a contlnuing American advantage in nuclear weapons
to offset the Soviets' advantage in conventional arms in the
center of Europe. When the Soviets failed in their attempt
to change the nuclear balance by placing missiles in Cuba,
many in the United States expected that they would not make
the effort to challenge our strategic advantage. But they
did make the effort. By the late 1970s, we had cut our
strategic spending (in constant dollars) to one-third of
what it had been during many years prior to the early 1960s,
while the Soviets tripled thelr strateglc spending since the
early 1960s.

Just as the level of resources that we devote
to defense has become 1inadequate, so has our 1intellectual
approach been overtaken by events. Indeed, our defense
policy has not only become obsolete because of new threats
to our securlty, 1t has also been discredited by its failure
to recognize and cope with the deterioratlion in the global
military situation. In fact, obsolete strateglc concepts
have stood in the way of necessary reforms. Hence, we have
to break with some past thinking and develop new policy and
concepts.

The first change needed in our thinking, then, 1is
a clear recognition that we face adversaries with serious
long-term goals incompatible with our own and that we must,
therefore, undertake a sustained effort to increase the
ablility of the United States and our allies to protect
our common interests and to deter the use of force.

Even though 1t is essential that we reform
our defense policy, one must not regard thls reform as a
substitute for an increased defense effort. The adoption of
new ideas and thinking 1s sometimes presented as an alter-
native to sustained growth in the defense budget. It 1s
not. Part of the needed reform in strategic thinking is
precisely the new realization that we must devote more
resources to defense.

In stressing the importance of change, however, I

do not wish to belittle the substantial continuities in our
strategic objectives and approach. The United States
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remains committed to a defensive use of military strength;
our objective 1s to deter aggression or to respond to it
should deterrence fall, not to initiate warfare or "pre-
emptive" attacks. In tactics 1t is often said, the offen-
sive 1s the best; but the defense policy of the United
States must remain strictly defensive. Thls stance has been
fundamental to U.S. national strategy since World War II,
indeed even before then. From this premise it flows that
our mllitary forces must be prepared to react after the
enemy has seized the first initiative and react so strongly
that our counter attacks will inflict unacceptably high cost
on the enemy--a requirement that puts a heavy burden on our
readiness and intelligence capability. A defensive strategy
must be responsive to the particular threats presented by
our potential enemles; 1in other words, we must adapt our
forces and our tactics to the magnitude and character of the
threats as they evolve over time.

Another fundamental continuity in our defense
strategy 1s the importance of U.S. commitments to allies and
the ¢tradition of military cooperation within an alliance
framework, especlally within NATO. The necessary recasting
of our strategy must, as far as possible, evolve in close
cooperation with our allies. The contributions of each ally
to the common defense will, of course, be changing over
time. It is clear that to achleve greater equity among the
burdens imposed on the economles and taxpayers of each
nation and greater safety for us all, several of our allies
will have to assume a larger share.

2. Warning and Mobilization in a
Defensive Policy

Given the long established and broad agree-
ment that the United States and 1ts allies are committed to
a defensive use of military strength, one would expect that
the most essential requirement of such a policy--prepared-
ness to respond to warning and to mobllize--would always
have been accorded top prilority. Yet I found that much more
should have been done and now, must be done.

Four tasks, I decided, had to be undertaken
with a high sense of urgency. First, we needed to make more
realistic the manner in which our forces respond to warning.

Second, we had to increase substantially programs to improve

the steady-state of readiness of our forces. Third, we had
to enhance our preparations for military mobilization--that
is, the arrangements and prior training needed quickly to
mobillize, assemble, and deploy our forces. Fourth, we had
to repair the national capaclity to expand defense production
rapidly during a crisis.

Our forces and those of our allies will, of
course, be better able to cope with an armed attack 1if we
alert them in response to warning and bring them to a
higher state of readiness before the enemy strikes. Indeed,
major aspects of our deployments and military planning are
based precisely on the assumption that we can explolt
warning of an enemy attack. A clear example 1s the NATO
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plan to reinforce U.S. strength in Europe, 1in response to
warning of an impending Warsaw Pact attack, by airlifting

troops and having their heavy equipment prepositioned in
Europe.

To carry out a timely response to warning,
however, two conditions must be met: we must not only
receive warning, but also take the decision to respond.
The first task has long been recognized; it calls for strong
intelligence capabllities. It 1is the second task that has
been neglected or misunderstood. We cannot assume that the
enemy, if he actually plans to attack, will necessarily do
us the favor of furnishing warning that 1s unambiguous.
Military history reminds us that we ought to expect a
massive and skillful effort at deception.

It 1s sobering to recall how often elaborate
warning systems falled to trigger the needed decisions to
prepare against surprise attack. The Soviet Union failled to
anticipate the German attack in 1941; the Soviets, in turn,
surprised the Japanese in 1945. Despite the lesson of Pearl
Harbor, we were caught unprepared again in June 1950 by the
North Koreans. The Israelis achieved surprise in 1967, only
to fall victim to surprise in 1973. It seems likely that
skillful deception could deprive us of clear warning.
Indeed, Soviet military doctrine puts great emphasis on
deception and surprise.

Hence, we have to change our policy for reacting
to warning. Our forces and those of our allies must be
prepared to respond to warning indicators that are highly
ambiguous. These responses must be such that they can be
decided upon quickly, sustained--if necessary, for a pro-
longed period--until the ambiguity is resolved, and repeated
every time the warning indicators demand it. Our response
to amblguous warning ought to reduce vulnerabilities and the
maldeployment of forces and improve our forward defense. A
policy that provides for such responses, as a routine
procedure, can help to avert crises and strengthen deter-
rence. By contrast, being prepared to respond only to
warning that is unambiguous means being prepared for the
kind of warning we are least likely to get.

By improving our ability to respond to ambiguous
warning, we would substantially improve the deterrent value
of our forces and thelr ability to cope with an attack.
This 1is a measure we can take quickly and--an added attrac-
tion--at a very small budgetary cost. Hence, we have
launched several projects to improve responsiveness to
ambiguous warning. Last spring, for example, I requested
our NATO Allles to Jjoin us in a study of responses to
ambiguous warning. As the results of this effort become
part of NATO's readiness posture, the deterrent strength of
the Alliance should improve substantially.

Yet the most timely and energetic response to
warning will not help us much unless our military forces are
continuously maintained at a appropriate state of readiness.
The prolonged stringency in our defense budget has led to an
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underfunding of the very things that determine the readiness
of our Armed Forces--adequate manning and training, mainte-
nance, supplies of spare parts, fuel, and ammunition. These
needs, therefore, were accorded priority in the allocation
of the defense budget.

As Secretary of Defense, I cannot confine my
attention to the long-term recovery of our military strength
--important as the sustained effort to build up our forces
is. I am responsible to the President and to the nation for
our security here and now, for a crisis that might come
tomorrow. Improvements in readiness--apart from being
essential for a strategy that 1s defensive--have the
advantage that they can be realized soon. This need for
quick 1mprovement also inspired some of our decisions on
the acquisition and reactivation of weapon systems. For
example, the reactivated IOWA-class battleships, equipped
with modern cruise missiles and electronics, and the deploy-
ment of cruise misslles on attack submarines, are quick ways
to get more naval power to sea, at far less cost than
building new ships of comparable power.

Preparations for large~-scale millitary mobili-
zation complement our policy of responding to ambiguous
warning. Our existing military assets--personnel, arms,
equipment, and supplies--would have to be assembled and
deployed to the arena of threat or conflict. This requires
planning and organization~-and time. The faster we can
marshal the men and thelr equipment and move them from
the assembly polnts to where they are needed, the better
prepared we are. What 1is needed are exercises and up-to-
date planning. These too are low-cost measures that can go
a long way to strengthen the deterrent effect of our forces.

Distinet from these preparations for military
mobilization are the efforts we have initiated to repair
our capacity rapidly to expand defense production. Our
historic experience suggests that a major and acute crisis,
threatening our national security, 1is likely to lead to a
decision massively to expand our defense effort. For
example, upon the outbreak of the Korean War, Congress
decided on a three-fold increase in our defense budget,
raising the level of defense spending to 13 percent of the
Gross National Product. (The World War II peak was 45
percent.) But we would be complacent to assume that we
could readily call on Amerilican industry today to accomplish
comparable feats in expanding defense production. During
the last 20 years, the capacity of our industry to respond
to a new defense emergency has greatly deteriorated.

The improvements in the acquisition process
that we instituted last year will help strengthen our
defense industry. But more needs to be done. We are
developing administrative and legal procedures for rapid
industrial mobilization and are supporting the production of
"long-lead” 1items and making other preparations to create
the capacity for a surge in the production of certain
weapons systems. These efforts will be coordinated with
other government agencles through the Emergency Mobilization
Preparedness Board, which the President established 1last
December.

I-13




Restoring our capacity for expanding defense
production is of very great strategic 1lmportance. This
capaclity helps to deter precisely the aggressive moves that
might lead to such an expansion, and it plays a critical
role in our policy for a conventional war.

3. Conventional Warfare

Our conventional forces must be designed for
many different contingencies to cope with a wide range of
threats. It 1is our aim to direct the development and
improvement of our forces so as to create a better balance
in meeting the different strategic requirements for U.S.
conventional strength.

For many years, it has been U.S. policy to
let the investment and planning for our conventional forces
be determined primarily by the requirement for fighting a
war centered in Europe, and 1in which NATO forces would be
attacked by the Warsaw Pact. This emphasis recognized that
Soviet military forces were concentrated in Central Europe.
Preoccupation with the need to be strong in the center led
to the mistaken assumption that if the Alliance could meet
this largest threat, it could meet lesser ones.

In recent years, however, it has become 1increas-~
ingly clear that the members of the Alliance 1in the north-~
ern, center, and southern regions are bound together as
one and critically depend on each other and even outside the
NATO treaty boundaries--notably the Persian Gulf. At the
same time, the Soviet Union has been greatly increasling its
ability to exploit political instability and to project
military power into precisely such areas.

The strategy we have been developlng seeks to
defend Alliance interests 1in such other regions. For the
region of the Persian Gulf, in particular, our strategy 1is
based on the concept that the prospect of combat with the
U.S. and other friendly forces, coupled with the prospect
that we might carry the war to other arenas, 1s the most
effective deterrent to Soviet aggression. This strategy,
thus, has two dimensions. First, we must have a capability
raplidly to deploy enough force to hold key positions, and we
must be able to interdict and blunt a Soviet attack. It is
.the purpose of this capability to convince enemy planners
that they cannot count on seizing control of a vital area
before our forces are 1in place, and that they cannot there-
fore confront us with an accomplished fact which would deter
our intervention. Second, this strategy recognizes that we
have options for fighting on other fronts and for building
up allied strength that would lead to consequences unaccept-
able to the Soviet Union.

We are taking several actions to improve the
ratio between the forces that the United States and the
Soviet Union could bring to bear. The Soviets can use thelr
interior lines of communication to change rapidly the front
at which they might concentrate thelr forces for power
projection. They can, for example, rapidly move ailrborne
forces and air forces on their periphery and they can
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shift BACKFIRE bombers to attack our fleets more rapidly
than we can shift aircraft carriers between widely separated
sea regions near the Soviet Unilon. We, however, can offset
such moves 1f we make better use of U.S. and allied alir,
land, and sea forces and facillties; in particular, 1if we
explolit the additional strengths these forces and their
versatility bring to our allled total.

To this end, among other things, we are strengthen-
ing the interactions of surface naval forces with land-based
airborne early warning and control aircraft and with land-
based tactical alrcraft. The added and more rellable
warning time made possible by our Alrborne Warning and
Control System (AWACS), for example, can greatly increase
the effectiveness of our deck launched interceptors, and the
land-based tactical aircraft which might be used to protect
the AWACS plane could also help defeat an incoming bomber
rald. With appropriate plans and infrastructure, U.S. and
aliied land-based air can be moved swiftly and could even be
moved 1n peacetime 1in response to ambiguous warning.

What 1s more, we can exploit more effectively
the versatility of these forces, especially in strategically
inter-connected areas.

If we had to deal with these threats without
the complementary development of allled and other friendly
nations' forces and facilities, we could only do so, 1if at
all, at much greater cost. Security assistance, therefore,
must play a large role in our evolving strategy. It 1s more
important today because U.S. interests are threatened now in
places that were less critical and better protected in times
past.

This Administration has accordingly sought to
strengthen our security assistance to allied and friendly
nations. I see such assistance as serving both to support
the complementary roles of U.S. and allied forces and to
enhance the availability of overseas facilities we need to
meet the increasingly widespread threats. Some of the
essential forces and facilitles are owned by allles and
friends who cannot fund the desired force improvements on
their own.

A necessary step for the 1intellectual reform
of our policy regarding conventional warfare 1s to discard
artificial definitions and contrived categories--habits of
mind that obscure rather than clarify reality. I have
already stressed the importance of realistic warning assump-
tions--that to plan for unambiguous warning is to plan for
the type of warning that we are least likely to get.

Another case in point 1s the mistaken argu-
ment as to whether we should prepare to fight "two wars,"
"one and a half wars," or some other such tally of wars.
Such mechanistic assumptions neglect both the risks and the
opportunities that we might confront. We may be forced to
cope with Soviet aggression, or Soviet-backed aggression, on
several fronts. But even i1f the enemy attacked at only one
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place, we might choose not to restrict ourselves to meeting
aggression on its own immedlate front. We might decide to
stretch our capablilities, to engage the enemy 1n many
places, or to concentrate our forces and military assets in
a few of the most critical arenas. The geographic distri-
bution of our assets must be guided by the prospects for
protecting our vital interests and winning the war. We
cannot settle this question in advance by defining the risk
we confront as "one war" or a "war and a half." Moreover,
the decision on how large our overall defense effort ought
to be must be based on much broader and more fundamental
Judgments than some arbitrary and faclle assumption about
the number of "wars," or fronts, that we must be prepared
for.

Another confusion in thinking to be avoided
is the transposition of the defensive orlentation of our
peacetime strategy onto the strategy and tactics that should
guide us in the event of war. A wartime strategy that
confronts the enemy, were he to attack, with the risk of our
counteroffensive against hils vulnerable polints strengthens
deterrence and serves the defensive peacetime strategy.
This does not mean that any allied offensive, using any
means whatsoever and at any place other than the point
attacked, would serve our purpose. Our counteroffensives
should be directed at places where we can affect the outcome
of the war. If it 1s to offset the enemy's attack, it
should be launched against territory or assets that are of
an importance to him comparable to the ones he 1s attacking.

Some 1important Soviet vulnerabilities have
to do with the fact that the Soviet empire, unlike our
alliance, 1is not a voluntary association of democratic
nations. Thirty-seven years after free elections were
promised at Yalta, the imposition of martial law in Poland
makes clear how such elections would turn out 1if they were
permitted. Our plans for counteroffensive in war can
take account of such vulnerabilities on the Soviet side.

Strateglc planning for counteroffensives 1is
not provocative. It is likely to 1ncrease the caution of
the Soviet leaders in declding on aggression, because they
wlll understand that if they unleash a conventional war,
they are placing a wide range of their assets-~both military
and political--at risk.

Another fallacy in recent defense policy regarding
conventional warfare has been the "short war" assumption--
the notion that in planning our strategy and designing our
forces we could rely on the assumption that a conventional
war would be of short duration. Common sense and past
experience tell us otherwlse. I have therefore instituted
changes in our defense policy to correct this fallacy.

It goes without saying that, should our policy to
deter aggression fail and a conventional conflict be forced
upon us, the United States would bend every effort to win
the war as quickly as possible. The two wars in which the
United States has fought since the beginning of the nuclear
era, however, were both of 1long duration. Unless we are
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so strong, or our enemy 8o weak that we could quickly
achieve victory, we cannot count on a war ending within a
few months.

The essential purpose of our conventional warfare
pollcy 1is to prevent war by deterring aggression. Deter-
rence would be weakened if the enemy were misled to believe
that he could easily outlast us in a conventional war. In
particular, for a vulnerable and vital region like Southwest
Asla, a U.S. strategy that promised our adversaries a "short
war" could be an invitation to aggression. If we were
unprepared to sustain the conflict, the adversary might
expect we would have to seek a truce by conceding vital
territory to his control.

The efforts that I have 1initiated to overcome
the "short war" fallacy--improved sustainability for U.S.
forces, a strengthened capabllity to expand defense produc-
tion, and appropriate changes in strategy and tactics--are
essential to reduce the likelihood of war. They are
essential, in particular, for vulnerable regions protected
neither by the presence of U.S. forces nor by an explicit
nuclear guarantee. But they can also help buttress NATO's
strategy of flexible response and the U.S. nuclear guarantee
in behalf of the integrity of the Atlantic Alliance.

4. Nuclear Strategy

It 1s by intention that I have not treated
nuclear strategy until now, except tangentially. This
Administration does not regard nuclear strength as a
substitute for conventional strength. However, it does
place the highest priority on the long overdo modernization
of our strategic forces. While this modernlization program
1s not designed to achieve nuclear "superiority" for the
United States, by the same token, we will make every neces-
sary effort to prevent the Soviet Union from acquiring such
superiority and to insure the margin of safety necessary for
our securilty. .

The United States will maintain a strategilc
nuclear force posture such that, in a crisis, the Soviets
will have no incentive to initiate a nuclear attack on the
United States or our allies. U.S. forces will be capable
under all conditions of war initiation to survive a Soviet
first strike and retaliate 1n a way that permits the United
States to achieve 1ts objectives. Nuclear weapons systems
will not be funded merely to make our forces mirror Soviet
forces according to some superficial tally of missiles or
aircraft deployed in peacetime. Obtalning a facade of
symmetry between U.S. and Soviet forces in terms of such
simplistic counts 1s not a requirement for which I would
allocate scarce defense dollars. Instead, our goal will be
to gain and maintain a nuclear deterrent force which
provides us an adequate margin of safety with emphasis on
enduring survivability.

At present we spend some 85 percent of our
total defense budget on non-nuclear forces, and that
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accurately reflects our priorities. Non-nuclear capablli-
ties would, in fact, receive an even higher priority in our
budget had it not been for the fact that this Administration
must cope with the severe 1inadequacles it inherited in the
realm of strateglc and other nuclear weapons.

President Reagan's declision last year on the
modernization of major nuclear forces was based on a long-
term view. The President had to choose not Jjust one new
weapon system, but all the major components of our strategic
forces at the same time. These cholces are likely to shape
our overall strategic capabllity well into the next century.
Strategic weapon systems, once deployed, tend to be part of
our forces for many years. (The MINUTEMAN system for
missile basing was determined more than 20 years ago; the
mainstay of our present bomber force, the B-52, was chosen
some 30 years ago.) The President recognized that his

- decisions on new strategic forces would predetermine, to a

large extent, the strategic policies that the United States
can adopt for years to come. Thus, the magnitude and scope
of his decisions were almost unprecedented in the nuclear
era. The only comparable review of strategic force needs
and across-the-board decisions occurred in 1955, when
President Eisenhower decided on the development of ICBM and
IRBM forces and on systems for bomber basing and air
defense.

The fact that this Administration had to decide
how to replace or expand all the major elements of our
strategic forces--bombers, ICBMs, SLBMs, and communi-
cations systems--was not without advantage. It permitted us
to shape our strategic nuclear force as a coherent 1instru-
ment responsive to natlonal policy and to eliminate some
dangerous contradictions between the capablilities of our
nuclear forces and the objectives of our policy.

We recognized that, for the foreseeable future,
our nuclear forces had to serve at least the following four
purposes; (1) to deter nuclear attack on the United States
or its allies; (2) to help deter major conventional attack
against U.S. forces and our allies, especially in NATO; (3)

" to impose termination of a major war--on terms favorable to

the United States and our allies--even if nuclear weapons
have been used-~-and in particular to deter escalation in the
level of hostilities; and (4) to negate possible Soviet
nuclear blackmail against the United States or our allies.

The further spread of nuclear weapons would
pose different securlty threats and risks depending on the
industrial and technological capabilities of the prolif-
erating nation. The development and testing of nuclear
weapons by an advanced nation with near~term missile
capability could have a significant impact on the global
strategic situation. This could cause an alteration in US
strategic planning and threat assessments. Nuclear weapons
proliferation in less advanced nations would have a regional
impact that could affect the abllity of the US to influence
developments in the region. The development of nuclear
weapons by less advanced nations 1s unlikely to change the
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basic missions of our strateglc forces at least through the
end of this century.

It is the purpose of our nuclear forces and
strategy to prevent nuclear attack in all possible contexts
and from all possible causes. We can never neglect the risk
of a surprise attack "out of the blue;" a risk that imposes
severe requlirements on the survivabllity of our retallatory
forces and our supporting of command, control, and communi-
cations systems. However, we also must be prepared to
strengthen nuclear deterrence during a period of heightened
danger, 1in particular during a conventional war. In such a
crisis, we can decrease the vulnerability of our strategic
forces through increased readiness, dispersal, airborne
alert, and other measures.

I feel it 1is important to guard against a narrow
view of the dangers of nuclear war. Given the long lifetime
of strategic systems, the full sweep of technological change
that they may encounter cannot be predicted. Such a time
perliod, moreover, may also bring major geopolitical change.
But above all, the unpredictable dynamics of nuclear war,
the unforeseeable interaction of attacks and counter-
attacks, in all their ramifications, confront us--and Soviet
planners-~with vast uncertainties.

In particular, we need always to be mindful
of the danger of accldents and unanticipated failures, both
human and technical. Nuclear systems and procedures,
therefore, must be as safe as we can make them. The care
and emphasis bestowed on making our nuclear posture safer 1is
a leading feature of President Reagan's force program that
may not have been sufficiently appreciated.

5. Arms Control

A melancholy chapter in the ¢troubled history
of the last decade or two 1s that on arms control. Early in
the 1960s, after many years of fruitless negotiations, the
United States seemed to have reason for high hopes. The
Limited Nuclear Test Ban Treaty of 1963 seemed to offer the
imminent prospect of a much broader U.S.-Soviet under-
standing on nuclear arms that would slow down and eventually
halt the nuclear competition and make the deterrent forces
of both sides more stable and secure. Today, we have come
to recognize the full extent of our disappointment. Despite
the agreements we negotiated, the Soviet Union steadily
increased 1ts 1investment 1in nuclear strateglc forces even
though we reduced ours. Our land-based deterrent forces
have become highly vulnerable even though one of our main
purposes 1in SALT was to prevent such vulnerability. And
Soviet nuclear offensive capabllities now exceed by far our
most pessimistic forecasts of 15 years ago, when we esti~
mated what might happen should our SALT efforts fall--as
indeed they have.

Indeed, as Chart I.B.l1 shows, not Just in the
nuclear domain, but in military expenditures as a whole, the
trends during the "cold war" and "detente" were quite
different from what one would expect.
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CHART IL.B.1
US DEFENSE OUTLAYS AND ESTIMATED DOLLAR
COST OF SOVIET DEFENSE ACTIVITIES DURING THE
“COLD WAR” AND “DETENTE” PERIODS
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Recently, a set of facts has come to light
that creates a most serious problem for any new arms agree-
ment with the Soviet Union.

The United States now has many gocod reasons
for believing that the Soviet Union has violated the Bio-
logical Weapons Convention--an arms control treaty nego-
tiated, signed, and ratified when the illusions of "detente"
were most prevalent. We have evidence of an 1nadvertent
release of anthrax bacteria from a highly secured military
installation in the Soviet city of Sverdlovsk during the
spring of 1979. This incident points strongly, we believe,
to bilological warfare activitles in the Soviet Union that
exceed those allowed under the treaty for protective
purposes. We regard the explanation provided by the Soviet
government--that the outbreak of anthrax was due to natural
causes--as lnconsistent with our analysis of the evidence.

In addition to the Sverdlovsk incildent, the
United States and other nations have evidence of the use of
lethal chemical and toxln weapons by Sovlet and Soviet-
supported forces in Laos, Kampuchea, and Afghanistan.
Lethal toxins have been identified in samples from Kampuchea
and Laos. Trichothecene toxins are not known to occur
naturally in Southeast Asia at levels found in the samples
and are substances whose use in war 1is clearly prohibilted
under the 1925 Geneva Protocol and the Biological Weapons
Convention.

This accumulation of evidence, from many different
sources and witnesses, raises two wrenching questions for
future arms control agreements. First, our past approach to
verification often relied on the theory that the Soviets
would not risk violating isolated arms control provisions
that were hard to verify, since there would always be some
risk of detection, and to be caught would have damaging
political consequences for them. In particular, this theory
assumed there would be a vigorous condemnation by world
opinion and a strong response by many governments. What 1is
now left of the validity of this theory? Second, negoti-
ating an arms control agreement with another party is, 1in
effect, an undertaking to conclude a contract with that
party. Being forced to belleve that this very party broke
two prior contracts coverlng the same general subject
matter, how should we think about the negotiating process in
which we are engaged?

Our approach to arms control should be that
we negotiate to achleve agreements that diminish the risks
of war and help reduce the threat to our security and the
securlty of our allies. Cosmetic agreements--those that
would merely legitimize a further buildup of Soviet military
power—~~are not in our national interest. When serious
opportunities arise to negotlate agreements that signifi-
cantly reduce the present level of armaments in a failr,
balanced, and verifiable manner, we should pursue them
vigorously. President Reagan's historic offer to terminate
our plan to deploy crulse and PERSHING II missiles in Europe
1f the Soviets will dismantle their $S-20, SS-4, and SS-5
missiles and limit other misslles that could substitute for
them 1s the sort of arms control proposal that meets these
criteria. We shall work hard to galn 1its acceptance.




This Administration recognizes that genulne
and mutual understandings for the control and reduction of
armaments can make a major contribution to our security and
to world peace. We are committed to seeking balanced and
verifiable arms control agreements which result in sub-
stantial reductions in nuclear arms. The serlous present
difficulties will not deflect us from this long-term goal.

6. The Foundation for Long-Term Improvement

For the long term our prospects are bright,
provided we take prudent advantage of the great assets of
the Free World--the resilience of democratic nations, the
productivity and innovativeness of capitalism, the vigor of
free socletlies. As President Reagan said, "the West won't
contain Communism, 1t will transcend Communism.”"™ To trans-
cend in peaceful competition, the United States and our
allies need a long-term strategy that will build on our
strengths with determination and persistence. With equal
determination and persistence, this strategy must ensure
that the weaknesses of our adversaries have thelr full
impact.

The peaceful competition--in economic produc-
tivity and sclentific creativity, 1in social progress and
cultural achievement--is all in our favor. The only domain
in which Soviet communism has not proved to be a failure is
the practice of military imperialism. In this domain, the
Soviet Union has steadily moved ahead. It has conducted,
and 1s still conducting, the bilggest military bulldup of
modern times. It has expanded, and is still expanding, its
imperial reach by establishing or consolidating military
outposts throughout the world--in the Middle East, Africa,
Indochina, and elsewhere. If the Soviet military buildup
continues unabated, 1f Soviet imperial expansior 1s not
reversed, 1f the Soviets see themselves steadlly and easily
gaining in military strength, our abllity to deter aggres-
sion will be 1inexorably weakened. Moreover, the Soviet
incentive for arms control would vanish.

For the natural strength of free socleties to
prevall 1in the long run, our defense strategy must do two
things. First, 1t must bring to a halt the further expan-
slon and consolidation of the Soviet military empire,
whether this expansion would proceed through direct Soviet
military intervention (as in Afghanistan) or through
less direct intervention (as in Angola, Nicaragua, and
elsewhere). Second, our strategy must see to 1t that the
productivity and technological creativity of free socleties
are not exploited to make good the chronic deficlencies of
the communist system.

If the economy of the Soviet empire 1s propped up
by Western credits, the Soviet Union 1is enabled to divert
more of 1its resources to its military buildup. If the
Soviet Union earns foreign currency by exporting raw
materials to our allles, it can purchase more equipment to
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faclilitate 1its arms production and give more to its client
states. If it continues to obtain advanced technology from
the West, it can later threaten us with the advanced
wearonry.

Soviet trade with the United States and 1its
allies amounts to some two percent of its national product.
It 1is nevertheless critically important for the Soviet
system, since a major weakness of the centrally-planned
economy 1is its slow rate of 1nnovation. Without constant
infuslions of advanced technology from the West, the Soviet
industrial base would experience a cumulative obsolescence,
which would eventually also constrain the military indus-
tries. The Soviet leaders must know full well by now that
their central planning system 1is fatally flawed. But their
system cannot be reformed without 1liberalizing Soviet
society as a whole. Hence, without access to advanced
technology from the West, the Soviet leadership would be
forced to choose between its military-industrial priorities
and the preservation of a tightly-controlled political
system. By allowing access to a wide range of advanced
technologies, we enable the Sovlet leadership to evade that
dilemma.

Thus, the infusion of new technology from the West
helps preserve the Soviet Union as a totalitarian dictator-
ship. And, of course, 1f the Soviet Union were less
totalitarian, it would also be less of a milltary threat,
since a less controlled and more liberalized regime could
not possibly allocate so much of the nation's resources to
military expenditures.

One reason sometimes cited for trading with
the Soviet Union 1s the possibility of gaining political
concessions from the Soviet leadership in exchange for the
technologies and commodities that 1t needs from the West.
Although there 1s seemingly an ample opportunity to do that,
many in the West decry any "linkage.” Indeed in a reversal
that is a testimony to the degree of our past blindness to
reality, it is the Soviets who do the manipulating--and with
consliderable success~-1in spite of thelr inherently weak
bargaining position. 1In fact, the Soviet Union has brought
into existence powerful interests in the West which now
press for even more generous trade policles toward the
Soviet Union.

In the nuclear age, more than in any other
period in human history, military strategy must be the
servant of natlional policy, a policy that 1is the ultimate
trustee of the nation's 1interests. But to paraphrase
Clausewltz, poliecy cannot make demands on military strategy
which strategy cannot fulfill. I have the responsibility as
Secretary of Defense to tell you that, in my view, no
defense policy, no strategy, could succeed in the long run
unless we pay close attention to the foundations for mili-
tary strength. We must pursue a policy that ensures that
our resources wlll not be diverted to strengthen our
adversary but instead fully serve the cause of freedom. I
must also remind you that whatever strengthens the Soviet
Union now, weakens the cause of freedom 1in the world.
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c. MAJOR INITIATIVES

Over the past year, we have taken major initi-
atives in six broad areas:

-— The heart and soul of any military force
are people. We found pressing needs in
this area--to improve our ability to recruit
and retain the high quality men and women we
need in uniform today.

- Given the world as it is, we must be ready to
fight on short notice 1in a variety of places
around the globe, and to carry on the fight
until it 1is won. This means enhancing the
readiness, mobility, and sustainability of
our forces.

- At the same time, we must move forward
more vigorously than before to expand
and modernize our forces to meet the increas-
ing demands we face.

- We cannot do all of this alone, so we
must encourage our allies and friends to
do ‘more in the common defense.

- While addressing these critical problems, we
could not 1ignore a whole set of pending
declsions regarding strategic nuclear forces,
some of which were long overdue.

~- Throughout all of this, we are deter-
mined to spend the taxpayer's money as
efficiently and effectively as possible,
which led us to a major overhaul and

tightenling of DoD management systems and
the way we do our business.

1. The Importance of People

. No military force, no matter how sophisticated 1its
equipment, will be any better than its people. Unfortunate-
ly, during the last few years not enough attention has been
pald to the people in our armed forces--to their needs,
thelir problems, thelr aspirations. The consequences of this
neglect were predictable: the size of the Armed Services
declined, the quality of accessions fell off sharply, and
retention dropped substantially. There were many who took
these facts as evidence that the All Volunteer Force had
failed. But it was the implementation that was flawed; not
the concept.

President Reagan's program for rebullding our
military strength has accorded top priority, therefore, to
the men and women of our Armed Forces. This Administration
i1s committed to making the All Volunteer Force a success.
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Working together with the Congress, we have
taken a number of steps to remedy past neglect and the
results of last year make us confident that we are on the
right track. Although our efforts have Just begun, we can
already observe genuine improvements. For the first time in
over a decade, force size is beginning to increase: the end
strength of the Active and Selected Reserve grew by 80,000
in FY 1981 alone. And we plan to continue to make increases
of this magnitude each year through FY 1987 so that we can
meet our worldwide military needs.

a. Recruiting

In FY 1981, for the first time since the
FY 1976 each of the four Military Services met or exceeded
its enlisted recrulting target. Overall, the Department of
Defense recruited more than 327,000 new enlistees in FY
1981--101 percent of 1ts goal. Dramatic improvements were
achieved during the year 1n the levels of education and
competence of the new recruits. DoD recruited nearly
265,000 high school graduates in FY 1981, up 9 percent from
FY 1980. In addition, recruits with high school diplomas
comprised 81 percent of all new recruits during the year,
compared to only 68 percent in FY 1980. Even the Army,
which has historically had the most difficult time attract-
ing well-qualified individuals, recruited 80 percent high
school graduates in FY 1981, compared to only 54 percent in
FY 1980. The proportion of new enlistees scoring in the
lowest acceptable range on the entrance examination dropped
to 18 percent in FY 1981 from the FY 1980 level of 31
percent.

In spite of these successes, we still
have a long way to go. It will take the Services several
successive good recrulting years to make up for past short-
falls. Moreover, recrulting will become more difficult in
the next few years as Congressionally-imposed quality
constraints force us to narrow our recruiting base further
in FY 1982, and even more in FY 1983. Unless we obtaln some
relief from these constraints, by FY 1983 we will be forced
to recruit 80 percent of our recruits from 70 percent of the
youth population. Anticipated improvements in the economy
and a continuing decline in the youth population will com-
pound the difficulty of recrulting. However, if military
service continues to be regarded by the American people as a
worthwhile profession, and if Congress maintains pay and
benefits at the present competitive levels, we are confident
that we can meet the need for lncreased military manpower,
and that our Armed Services will continue to increase in
quality. Both as Secretary of Defense and Chairman of the
President's Military Manpower Task Force, I will do my best
to ensure that this occurs.

b. Retention

Current reenlistment rates are among the
highest ever experienced by the U.S. Armed Forces. First-
term reenlistment in FY 1981 climbed to an all-time high of
43 percent, compared to only 39 percent in FY 1980. Reen-
listment among career personnel increased from 70 to 86
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percent from FY 1980 to FY 1981, registering a gain for the
second consecutive year. As a result of these increases in
retention, the experience mix of the U.S. military continues
to 1improve. Currently, the proportion of our active duty
enlisted personnel who have five years or more of military
experience 1s 43 percent, compared to approximately 39
percent at the 1inception of the All Volunteer Force.

Maintaining good retention rates is one
of the keys to increasing our force strength. Here, too, we
must maintain the momentum of FY 1981 for several years in
order to make up for the lean years of the late 1970s. When
we lose a middle grade Noncommissioned Officer or Petty
Officer, the effect on the force is substantial. Not only
do we lose hlis or her experlence, but we must increase the
number of recruilts by a factor of three or four in order
to replace the career person.

C. Compensation

The movement toward reestablishing adequate
levels of compensation for our military personnel was
important in the success of the All Volunteer Force in
FY 1981.

Since the All Volunteer Force began in
1973, military compensation had eroded significantly in
comparison to other sectors of our economy. Beginning with
the Nunn-Warner Bill in late FY 1980 and continuing through
FY 1982, 1t has been restored to more favorable levels
through several iniltiatives of this Administration and the
Congress. In September 1980, the Nunn-Warner Bill estab-
lished payment of a variable housing allowance, increased
baslc allowance for subsistence rates by 10 percent,
enhanced permanent change of station travel reimbursements,
increased flight pay by 25 percent, and increased sea pay
rates by 15 percent.

The FY 1981 Department of Defense Authoriza-
tion Act provided an 1l1.7 percent pay ralse for all military
personnel, increased per diem rates and enlistment and
reenlistment bonuses, extended reenlistment bonuses, and
authorized an aviation continuation bonus. Several addi-
tional improvements 1n military compensation were made in FY
1981 by the Military Pay and Allowances Benefits Act of
December 1980, the majJor ones being a substantial increase
in submarine and sea duty pay and the establishment of
career sea pay for officers.

Finally, in FY 1982, the Uniformed Services
Pay Act of 1981 provided an overall 14.3 percent pay raise,
increased the rates and expanded the eligibility for
hazardous duty incentive pay, provided increases in aviation
career incentive pay, and enlistment bonuses, authorized a
3-year enlistment bonus program for the Army and a scien-
tific and engilneering continuation bonus for officers, and
made a number of improvements to travel and transportation
allowances.
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Providing fair compensation to our military
members demonstrates that the American people appreciate
thelr sacrifices and recognizes that military people must
maintain a decent standard of living for themselves and
their families.

d. Training

This year several inltlatives were begun to
enhance the training programs of the Services--an area of
importance to the All Volunteer Force. Army readiness was
improved by returning approximately 20,000 soldiers from a
"borrowed labor" category to their regular units. This
realignment was made possible through 1lncreased civilian end
strengths and additional contracting. The Army also im-
proved 1its unit readiness by 1increasing the length of
basic training by one week, by programming additional
dollars for training ammunition, and by opening the National
Training Center at Fort Irwin, California.

The Air Force decreased the on~the-job
training burden on 1ts NCO corps 1in operational units by
increasing its initial skill training by one week. A Joint
Jet Pilot Program, 1instituted at Sheppard Alr Force Base,
Texas, trains pllots of our NATO Allies alongside U.S.
pllots. In addition, increased flying hours for all the
Services were programmed in the FY 1983 budget.

Not only does proper training improve
readiness, but it provides Job satisfaction and increases
the motivation of the military person. Few things are more
demoralizing to a member of the Active Forces or selected
Reserve than to get no chance to develop his or her potent-
ial.

e. Cost

Too often, the need for improvements in
military compensation programs become obscure by perceptions
that personnel costs are rising at a disproportionate and
accelerating rate which the nation is unable to afford. The
fact 1s that this 1s not the case at all. The share of the
DoD budget that goes for personnel (including retired pay)
has declined every year since 1975--from nearly 60 percent
in FY 1975 to 41 percent of the planned FY 1983 budget
outlays. Even with the significant military compensation
improvements granted last year, the personnel share of the
budget 1s seven percent less than in FY 198l1. These cost
compare favorably with manpower costs 1in labor-intensive
industries which run about 48 percent of expenditures.

These data 1indicate very clearly that if
we contlnue to provide military members adequate compensa-
tion, we can attract and retain enough qualified men and
women to meet our military needs. Further, we are confident
that the All Volunteer Force (AVF), properly managed, can
work.
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2. Readiness and Sustainability of
Conventlional Forces

About 85 percent of ocur entire defense budget
is devoted to non-nuclear forces. This large fraction of
the budget 1s subdivided into the costs of military pay and
allowances; research, development and acquisition of new
weapon systems and military equipment; ammunition, spare
parts, fuel and other consumables and other operations,
maintenance and support costs. Among these ltems, two broad
categories require special attention: readiness and
sustainability.

Readiness 1s the ability of a forces, units,
weapon systems, or equipments to deliver the outputs for
which they were designed (including the ability to deploy
and employ without unacceptable delays). It depends on
having the required quantities of equipment in the hands of
the units on a day-to-day basis, and on having the required
number of adequately trained people assigned with the
necessary mix of grades and experience level and to ensure
that people and machines can work together.

Sustainabllity groups together items needed
by forces to sustalin combat in the event of war. It
includes replacement equipment, spare parts and ammunition,
fuel and other essential consumables. Sustainability
also 1ncludes the manpower required to maintain combat
strength--to rotate, replace, and reinforce as the course
of battle demands.

Sustaining our forces with materiel 1n the
early stages of a conflict must depend upon the war reserve
inventories of ammunition, combat equipment, spares, and
other combat-essential i1tems acquired in peacetime. If
conflict continues, the source of our materiel sustain-
abllity would shift increasingly to new production. Our
initial manpower requirements would come from the trained
personnel already assigned to active and reserve units in
peacetime. Additlonal pools of obligated, trained people
would be used upon mobilization to fill active and reserve
units to wartime strength and to replace casualties during
the early months of war. As the war continued, we would
then become dependent upon volunteers or inductees to
sustain the manpower needs of the Services. New 1inductees
and volunteers require training before they can be assigned
to combat--thus they would not be deployable during the
first several months of conflict. (The law currently
requires 12 weeks ~f tralning before inductees can be
assigned overseas.)

No matter how large our forces or how modern
our military equipment, if our forces are not ready to
fight, or if they cannot be sustained once engaged, we have
no real combat capability. When I assumed responsibility as
Secretary of Defense, I inherited serious deficiencies in
the readiness of our forces (both in manpower and materiel),
extremely austere inventories of those war reserves needed
for critical, immediate sustainability, and a generally
antiquated and debilitated defense industrial base.
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My most urgent requests thils first year are
designed to correct these deficiencies. To meet our immedi-
ate personnel readiness needs and to ensure our continued
relliance on the All Volunteer concept, we are committed to:
{1) securing falr and adequate compensation for those now
serving in our Military Services; (2) providing a predict-
able, stable, and easily understood military pay increase
ad Justment mechanism to sustaln the appropriate relationship
between Service compensation and the pay of the private
citizens whom our armed forces protect; and (3) providing
living and working conditions that are attractive enough to
encourage continued military service by trained and experi-
enced men and women.

We also accord a high priority to redressing
inherited deficiencies in materliel readinesss. We seek
appropriations for our current forces to maintain a level of
day-to-day materiel readiness that would permit them to move
into combat with short warning if necessary. Because the
warning time 1s likely to be short and the time required to
correct readiness deficlencles 1s long, we must and will
insist that the readiness of current forces be brought to
higher levels before we modernize equipment or increase the
size of our forces.

Adequate readiness ensures that we could respond
quickly to a crisis or the outbreak of hostillities--a
capabllity that 1s necessary but not sufficlient. We must
also be able to sustain our forces during conflict.

Agaln, we have adopted the policy of acquir-
ing, as soon as possible, combat sustalnability at least
equal to that of the threats we face. Under this policy,
procurement of the stocks needed for immmediate combat
sustainabllity has nearly as high a budget priority as
necessary 1improvements in readlness. Beyond that, we will
continue to increase our war reserves gradually so that
those inventories, complemented by a broader and more
responsive industrial production base, will give us the
capability to sustain our combat forces for the lilkely
duration of conflict.

3. Conventional Force Expansion and
Modernization

Although improving the combat readiness and
sustainabllity of our conventional forces has, of necessity,
been a high-priority concern for the Reagan Administration,
we must, however, also provide for the modernizatlion and
expangion of our conventional forces to meet the clearly
growing threat.

Here again our neglect in the past coincided
almost exactly with the increasing Soviet threat. We must
modernize and expand quickly 1f we are to continue to be
able to deter aggression.

Beginning with the FY 1981 Budget Supplemental and

FY 1982 Budget Amendment proposals last February, this
Administration increased substantially the 1investment
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in equipment for conventional forces. I am requesting a
continuation of this 1investment in the present budget and
propose to continue a significant conventional investment
program over the next flve years.

Under this five-year plan, our ground forces
will be receliving additional quantities of both weapon
systems and support equipment. Compared to the final Carter
plan, our ground forces will get 29 percent more M-1 tanks,
34 percent more fighting vehicles, 25 percent more attack
helicopters, and 11 percent more utility helicopters, to
cite some of the more cogent examples. Although this
materiel will not allow for much expansion of Army force
levels, it will go a long way toward eradicating the most
serious of the Army equipment problems that the Reagan
Administration 1inherited. In practical terms, the added
quantities of tanks and fighting vehicles will provide
modern weapon systems to three and a half more divisions
than would have received them under the Carter Adminis-
tration budgets.

Air Force and Navy/Marine Corps tactical air
will also be modernized at more rapid rates and expanded
modestly. We estimate that the Carter program would have
provided something less than 4,200 fighter/attack alrcraft
for the Air Force, with an average age of 12.0 years. QOur
program will provide over 4,800--a 15 percent expansion--
with an average age of 10.8 years. For the Navy and Marine
Corps the force will increase from roughly 1,770 to 1,930
alrcraft--an 9 percent increase--while average age will
decline from 10.2 to 9.6 years. This represents an impor-
tant step toward meeting the ideal average age for our
tactical ailrcraft inventory--10 years for Air Force aircraft
and 7-1/2 years for Navy aircraft.

It 1s vital to expand and keep modern our tactical
air capability because 1t can react flexibly to ambiguous
warning, deploy quickly to distant regions, provide support
for outnumbered ground forces, and deliver considerable
firepower.

The most significant force expansion proposed
by the Administration centers on the Navy, particularly
those components of 1t that have offensive mlssions. By the
end of this decade, President Reagan's program ship total
will exceed that planned under the Carter Administration by
about 15 percent. The two new nuclear-powered carriers
in our program will allow us to replace aging MIDWAY-class
carriers by the early 1990s. Without these additions, for
which the Carter program had no plan, our deployable carrier
force in the early 1990s would have declined from 13 to 12
decks. The Reagan program will more than double The Carter
Administration's planned attack submarine production,
permlitting both replacement of aged vessels and a small
force increase. Carter effectively had no program for
modernizing our amphiblous fleet; as a result, our capabll-
ity to 1ift amphibious forces would actually have declined
in the 1980s. This Administration's ten amphibious ships
will give us a good start toward countering the block obso-
lescence that threatens our amphibious 1ift shipping in the
1990s. And the four refurbished battleships provided under
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the Reagan program will give us unique offensive capabili-
ties and will be the nucleus of four surface combatant
battle groups.

Because we face a large backlog of moderni-
zation requirements, and because our first priority is
restoring the readiness of forces we already have, the pace
of modernization must be slower than would be desirable,
given the substantial demands that our military forces
should be prepared to meet. Nor can we lincrease the level
of defense forces as much as might be prudent. In &1l of
our conventional force investment efforts, we have attempted
to correct weaknesses 1in the defense industrial base and
to achlieve greater efficlency in production. Sustained
Congressional support wlll be necessary to field the strong
conventional forces required to meet the threat.

4, Cooperating with Allles and Friends
and the Rolie of Security Assistance

a. Security Assistance

It is so obviously to the advantage of
the Unlted States, of our allles, and of the free world, to
have a strong network of alllances that no further advocacy
should be required. Yet, every year military assistance and
training funds are regularly held up, reduced, and sometimes
denled. The inevitable result of this willl be far higher
defense expenditures for the United States.

In the past year we have buillt closer
defense relationships with friends in Southwest Asia and the
Middle East. We have strengthened our military cooperation
with Morocco, Saudi Arabla, Sudan, Somalia, Oman, and
Pakistan. Joint military commissions with Egypt, Morocco,
Tunisia, and Jordan have been established and are being
explored with other countries. These commissions provide a
useful forum for security discussions and facilitate
monitoring and planning of programs of military cooperation.

Like our cwn, the defense requirements
of our friends and allies have increased. Our security
assistance program 1is designed to assist in meeting their
defense needs while enhancing the collective security of the
Free World, thus complementing U.S. defense efforts and
strengthening our own security.Security assistance also
facilitate obtaining 1important access, and overflight
base rights abroad, and encourages rationalization, stand-
ardization, and interoperability with our allles. Other
benefits include an expanded defense industrial mobilization
base and reduced procurement leadtimes.

The cost of military assistance to the
U.S. taxpayer 1s not cnerous (Chart 1.C.1). In FY 1980 it
was less than $13 per person--the lowest level in 30 years.
In 1981, the grant element of our military assistance
dropped below $1 billion, or less than one~twentieth of the
1952 level. The sharp reduction beginning in 1973 reflects
previous Administration’s and Congress' decisions to phase
out the grant aid program. We now see the need for more
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on-budget funds for grant aid, or loans at concessional
interest rates, since important parts of our defense
strategy rely on the cooperation and capabllities of a
growing number of friendly countries that have critical
defense needs but overburdened economies.

Although the dollar value of U.S. military
related exports has risen over the long term, the ratio of
military assistance to the U.S. defense budget has steadily
declined from its 1950 peak of 9.5 percent. Current mili-
tary assistance funding levels even at less than two percent
of the defense budget, provide a high-dividend return on the
dollar investment and are a particularly cost-effective
instrument of U.S. policy (Chart I.C.2).

These declining trends 1n our securlty
assistance program have occurred in the face of considerable
increases in the military assistance efforts of the Soviet
Union. For example, there was a five-fold 1increase 1n
Soviet arms sales to the Third World from 1978 to 1980
(Chart I.C.3). This dramatic leap in Soviet sales is a
significant 1indicator of the Kremlin's willingness to
exploit politiecal and military opportunities as they arise
throughout the world. During the same period, American
policy was not sufficiently flexlble to meet the challenges
of a rapidly changing internatlonal environment.

b. Treaty Relationships

The value of formal treaty relationships
is greatly enhanced by continuing and realistic provisions
for securlty assistance.

The North Atlantic Alliance 1is the principal
alliance to which the United States has committed 1its
defense resources. The Alliance continues to bring together
its members in the common cause of collective defense and
provides the forces to deter Soviet aggression.

The Atlantic Alliance is not without its
oblems. A collection of 15 soverelgn states, dedicated to
1e proposition that an attack against any is an attack
zainst all, 1is bound to encounter difficultles of a mili-
ary as well as a political nature. But, despite the

problems, the Alliance remains strong and determined
and continues to reflect a remarkable consensus on the
fundamental issues of deterrence and defense.

Through extensive consultation and concerted
action, we have moved to strengthen the North Atlantic
Treaty Organization. The Administration has sought and
received a reafflirmation of the important NATO goal of
annual real increases in defense spending. We have sought
and received from our allies an 1ncreased recognition of
threats to the Alliance that originate outside the NATO
area, and we have engaged 1n consultations on how the
Alliance might act 1in concert to faclilitate meeting those
threats. There 1is strong support within the Alliance to
maintain the momentum for the modernization of NATO's
nuclear forces. And the members of NATO have supported the
President's unprecedented offer to the Soviet Union to
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CHART I.C.1

COST TO TAXPAYERS:
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CHART I.C.2

SECURITY ASSISTANCE AS A PERCENTAGE

OF THE DEFENSE BUDGET
(CONSTANT FY 1982 DOLLARS)
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CHART 1.C.3
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terminate the deployment of U.S. intermediate-range nuclear
missiles in Europe 1f the Soviets will dismantle their
intermediate-range nuclear missiles.

Cooperation with our NATO Allies greatly
multiplies the effectiveness with which our own defense
resources are marshalled to protect our national security.
We have called upon our NATO Allies to facilitate our
efforts to provide for the security of Southwest Asia. We
have made it plain to them that their cooperation 1s vital
if we are to be able to concentrate our forces in Europe and
still make them applicable, 1in a crisis, to other areas.
We will continue to press for concrete measures to accom-
plish this.

We have stressed the 1mportance of allied
solidarity in the face of growing Soviet military power.
And we have for the most part achleved that solidarity
through close consultation and collaboration. Several of
our NATO allies have managed, despite economic difficulties,
significantly to increase thelr defense investment. Others,
though, have fallen short. All are agreed that more needs
to be done if stable deterrence 1s to be maintailned. We
will continue to lead by example, urging each of our allies
to join with us in making the additional sacrifice that the
unremitting growth of Soviet military power has forced all
of us to bear.

Concern in Europe about the danger of
nuclear war has led to protests and demonstrations, often
calling for policles that Western governments recognize
would do irreparable harm to the integrity of the Alllance
and the safety of i1ts people. We are determined to lead the
alliance through the current period of concern and anxlety,
pursulng a sound military strategy in consultation with
allied governments. Nelther we nor our allies can permit
the flaring of emotions to deflect us from the urgent
requirement to preserve the peace by maintaining our
strength. Confident that the overwhelming majority of free
citizens 1n all the sovereign countries of the alllance
remain committed to our common defense, we will show, in
Churchill's memorable phrase, the "will to stay the course."

The United States 1s allied by treaty
with six Aslan and Paciflec nations: Japan, Australia, New
Zealand, The Phillippines, Thailand, and the Republic of
Korea. Japan, with whom we have a Treaty of Mutual coopera-
tion and Security, plays a vital role in mailntaining
regional stability and is the cornerstone of the US forward
defense strategy in the Aslan-Pacific region. Japan already
contributes toward the achlevement of shared security
objectlves, both economically and with 1ts own improving
self-defense capabllity. However, much remains to be done
to expand Japanese defense capabilitles responsive to the
threat in Northeast Asia.

Australia and New Zealand, allied with
us by the ANZUS mutual securlty pact, contribute to Western
security by focusing their efforts on the Southwest Pacific
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islands and the support of friendly Southeast Aslan nations.
Australia has also increased 1its presence {n the Indian
Ocean and 1{ts support for transitting U.S. forces. The
Philippines, to whom we are linked by a mutual security
treaty and by the Manila Pact, enhance our ability to
project power throughout East Asia and into Southwest Asia
by providing continued use of Clark Air Base and Subic Naval
Base. Additionally, although non-aligned, Malaysia,
Indonesia, and Singapore support U.S. presence in South-
east Asia and allow unhampered U.S. transit of the vital
Indonesian stralts. Two of our Aslan allies, Korea and
Thailand, which face hostile forces across their borders,
have U.S. assistance to bolster their self-defense improve-
ments. In Korea, U.S. forces help maintain deterrence and
preserve peace and stability.

By funding nearly the full amount of the
Administration's FY 1982 request for forelgn aid, Congress
has recognized that an effective securlty assistance program
serves American interests well. Congress has supported
legislative initiatives, including creation of the Special
Defense Acquisition Fund and removal of restrictions on
assistance to key regional partners, that have further
enhanced the effectiveness of the program. We expect
continued progress in FY 1983 and beyond (Table I.C.1).

TABLE I.C.1

Security Assistance Program Growth in the 1980s

1981 1982 1983

Total Programs (Constant FY 1982
Dollars In Billions) 6.0 6.8 8.2

Percentage Breakdown of Programs 1/

Foreign Military Sales Credits

Guaranteed Loans 46.5 45,3 Ly.g

Concessional Loans - —_ 14.2

Forgiven Loans 9.1 11.0 5.7
Military Assistance Program 3.1 3.1 1.1
Econamic Support Fund

Grant 35.1 34.7 22.8

Direct Loan 5.0 3.0 10.2
International Military Education and Training 5 .6 .6
Peacekeeping Operations .6 2.2 5

1/ Percentages may not total 100 percent due to rounding.
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The security problems 1in Central America
and the Caribbean are likely to require greater attention
and resources. In the event of a major conventional war,
the Soviet presence in Cuba and Cuba's armed strength could
present a direct military threat to the southeastern United
States and to the South Atlantic sealanes. This imposes an
added burden for the defense of our Alliance.

At the present time, however, Cuban and
Soviet intervention in Central America and the Carlbbean
poses the more immediate danger. In view of the potentially
serious threat to American securlty interests there, the
Caribbean Basin must receive higher priority and far greater
resources than Iin the past. In order to galn time to
address the underlying political, economic, and social
problems of the region, we must cooperate closely with
our neighbors. We must halt terrorist aggression and deter
further military attacks in the hemlsphere. A fallure to
respond to the current threat would only lead to far greater
human and material costs in the future.

The government of El1 Salvador, unlike
Nicaragua, seeks to fulfill 1its pledge to hold elections.
But the terrorists and guerrillas supported by Cuba and the
Soviet Union attempt to deny the people of El Salvador the
opportunity to build a pluralist democracy, to complete
their land reform, and to restore the economy. The Govern-
ment of El Salvador needs our help to restore securilty for
its people.

In September, the Defense Department dis-
patched a team of experts to El1 Salvador to assist the
Salvadorans in developing a national military strategy.
While some recommendations of the team are currently still
under review, others are already being implemented. The
Salvadorans have requested, and we have agreed to provide,
out-of-country training for about 500 to 600 officer candi-
dates, for a 1light infantry battalion of about 1,000 men,
and for noncommissioned officers. This training began
early in 1982, Salvadoran requirements far exceed planned
FY 1982 foreign military assistance and training levels.
Thus, we will need the support of the Congress to fund this
urgent need and respond in a timely manner.

We are continuing to provide small Mobile
Training Teams to train personnel 1in areas such as mailnte-
nance and coastal patrolling in which there are deficlen-
cles. Equipment provided through Foreign Military Sales
includes communications equipment, hellcopters, weapons, and
trucks that should allow the Salvadoran forces to improve
their mobility, command and control, and ability to inter-
dict insurgent supply lines from their external suppliers.
Tnls effort 1s being supplemented by support from other
concerned Latin American countries. The favorable consensus
that was developed at the Fourteenth Conference of American
Armies in November and more recently at the Organization of
American States meeting in St. Lucla, suggests an awareness
among many nations in the hemisphere that they must work
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together to enhance thelr common security. Both by long-
standing policy an:. by the Rio Treaty, we are committed to
join with our Latin American Allies in "mutual assistance
and common defense of the American Republics."

5. The Forces for Nuclear Deterrence

Last fall, President Reagan decided on a compre-
hensive program for revitalizing our strategic nuclear
deterrent. This program will end the decline of U.S.
strategic capabilities relative to Soviet forces and create
a deterrent that is far more stable and secure than exists
today.

OQur strateglic program is affordable; it fits
within the amounts decided upon in March 1981 for strategic
programs for the next six years. Direct costs assocliated
with the strategic force buildup of the early 1960s consumed
over 30 percent of the total defense budget. President
Reagan's program for strategic forces, while consuming
less than 15 percent of defense spending over the next
five years, will give us the greatest addition of modern,
strengthened strategic forces planned and funded by any
United States President.

The period in the mid-1980s when majJor and
critical components of our present strategic deterrent
forces could be destroyed by an enemy surprise attack 1is
our most vulnerable period. This period of added vulner-
ability--and hence risk--looms before us because the United
States falled to modernlze or strengthen 1ts strategic
forces while the Soviets have never slowed thelr strategic
buildup. We must regain our momentum now. Most strategic
systems take a long time to bring on line--often as much as
a decade. That 1s why parts of thls program are specilally
designed to secure additional strength for the near term,
while at the same time we build the long-~term strategilc
forces we need but cannot deploy until the end of the 1980s.
This 18 an area of such Iimportance that we cannot leave any
gaps.

Accordingly, the President's program consists
of five mutually reinforcing elements:

- First, improvement of our communications
and control systems, perhaps the most
urgently needed element of our entire
strateglc program. We must have surviv-
able systems that would, under all circum-
stances, detect, 1identify, and report a
nuclear attack. We must be able to communi~
cate with our strateglc forces before and
after such an attack, so as to control and
coordinate our response. Our command and
control systems will need major improvement
if they are to survive endure, and be
useable. The President's program provides
for those vital needs.
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- Second, modernization of our manned
strateglic bomber force so that it
retains the capability to penetrate
Soviet air defenses.

- Third, deployment of new, more accurate,
and more powerful submarine-launched
missiles--the most survivable of our
nuclear offensive systems.

- Fourth, a step-by-step plan to 1improve
the survivablility and accuracy of new
land-based 1Intercontinental ballistic
missiles (ICBMs) and to reduce their
vulnerability.

- Fifth, 1improvement in strateglc defenses
including civil defense to help deter
nuclear attack, and to degrade its
effectiveness if it is attempted.

a. Command, Control, and Communications
Systems

To improve our warning capabillity, we
will upgrade the survivability of our warning satellites and
ground terminals and augment their capacity so we could
obtaln more definitive warning should a nuclear attack be
launched. Additional survelllance radars, which would help
us detect an attack from submarines, will be constructed to
cover potential operating from submarines, will be con-
structed to cover potential operating areas of Soviet
strategic submarines to the southeast and southwest of the
continental United States.

To upgrade the capabllity and survivability
of our command and control systems, we will deploy advanced
airborne command posts to serve the National Command Author-
ity in time of war and we will harden existing alirborne
command posts agalnst nuclear weapons effects.

We willl develop a new satellite communi-
cations system employing extremely high-frequency channels
so the President's orders can be passed from the national
command center to the commanders of our forces and the
forces themselves and so we can better manage our forces in
a protracted war. Our bombers will be equipped with very
low-frequency receivers to enhance their ability to communi-
cate. Our ballistic missile submarine force will also
receive an upgraded communications package.

b. Bomber Forces
The previous Administration was willing

to live with the risks of an aging B-52 force for the 1980s
and the uncertain schedule and unproven capabilities of an
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advanced technology bomber (ATB or "Stealth") for the 1990s.
We have chosen a far less risky course. Our program will
provide much-needed capability earlier in the 1980s.

Specifically, we will develop and deploy
a force of 100 B-1B bombers, with an initial operating
capability in 1986. This aircraft will have the ability to
penetrate enemy defenses well into the 1990s and to serve as
a more survivable and enduring cruise missile platform.
The B-1B also will have a most important conventional role
for many years to come. We also plan to deploy the ATB as
soon as possible.

The "two bomber" approach of the Administra-
tion's program will not only provide 1ncreased capability
when needed, but also will help in controlling costs by
stimulating competition, allowing for flexible procurement
policies, and providing the B-1 for use as a cruise missile
carrier for the 1990s-~--instead of another, yet-to-be-deve-
loped aircraft.

Meanwhile, we wlll also modernize a selected
portion of our newer B-~52s to carry crulse missiles and make
them more survivable overall. A force of about 3,800
air-launched cruise missiles wlll be deployed beginning next
year. Finally, existing KC-135 aerial tankers will be
retrofitted with new engines to increase our airborne
refueling capabllities.

C. Sea-Based Forces

The cornerstone of our program for the
sea-based strategic offensive forces 1s the development of
the more accurate submarine-launched ballistic missile
(SLBM) known as the D-5, or TRIDENT II missile. This
missile, which we plan to deploy in 1989, has nearly doubled
the payload of 1its predecessor, the C-4, and is more
accurate as well. We thus will maintain our sea-based
capabilities when large numbers of older POSEIDON submarilnes
retire in the 1990s. At the same time, we provide the
additional targeting capabilities that come with a more
accurate misslle. We plan to continue construction of the
TRIDENT ballistic missile submarines at a steady rate of one
per year. Since no TRIDENT submarine was authorized in FY
1982, we are requesting two in FY 1983 to maintain this
steady level of production over the two year perilod.

In addition to the long term plans, we
wlll deploy several hundred nuclear-armed sea-launched
cruise missiles on our general purpose submarines beginning
in 1984, These missiles will serve to strengthen our
deterrent.

d. ICBM Forces

The quest for a satisfactory solution to

‘the increasing vulnerability of our existing land-based

ICBMs has been a particularly vexing one. The Reagan
program provides a step-by-step modernization program for
the ICBM force. We will continue development of the MX
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missile--a far more accurate and more powerful missile
than the MINUTEMAN. We will plan to deploy 100 operational
MX missiles--each with 10 warheads--with a minimum of 40 in
exlsting MINUTEMAN silos. All TITAN missiles wilill be
deactivated. Deploying the MX in silos gives us a near-term
improvement in our existing ICBM force, and an initial way
of breaking the Soviet monopoly on prompt hard-target-
counterforce capability until the D-5 and more permanent,
less vulnerable MX deployments become operational.

Meanwhile, we will pursue research and
development on three promising programs that would give us
survivable MX basing modes for a much longer perlod. These
are:

- deep basing to protect missliles
and control systems, 1f feasible,
even from direct hits by Soviet
weapons.

- continuous airborne patrol air-
craft, through development of a
long-enduring aircraft that could
carry and launch an MX missile;
and

—~— ballistic missile defense to
protect our land-based missiles
from 1incoming Soviet misslles and
thus improve the survivabllity
of our missiles.

We expect to choose one or, more 1likely,
several of these options 1in 1983, the accelerated schedule
directed by the Congress.

e. Strateglic Defense

Our strateglc defenses have been virtually
ignored for over a decade. As a result, we have large gaps
in the North American air defense network and obsolete alr
defense interceptors. And research and development programs
for anti-satelllte and ballistic missile defenses have
fallen behind Soviet efforts.

Our approach 1s multi-faceted. It will
improve air surveillance, in coordination with Canada, by
deploying a combination of new Over-the-Horlzon BACKSCATTER
radars and improved versions of existing radars. Meanwhlle,
efforts to develop more enduring sensors will be pursued.
We will replace five squadrons of aging F-106 interceptors
with new F-15s and buy additional AWACS aircraft for peace-
time and wartime surveillance and interceptor control. We
will continue to pursue an operational antisatellite system.
And we are increasing the research and development effort on
ballistic missile defense systemsa that could provide defense
for our strateglc forces.
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Civil defense has also been neglected in
past years. A new effort willl be made to improve our civil
defense system over the decade ahead.

6. Improving the Management of the
Defense Department

Improvements in the management of the Defense
Department and the resources for which it is responsible are
essential if we are to obtain the best value for our defense
dollars. The management initiatives Deputy Secretary
Carluccl and I have taken have had five broad purposes:

- to provide for the best available contri-
butions 1n strategic thinking, so as to renew
defense policy and military strategy in order
to adjust to the changed threat and take full
advantage of our intellectual, scientiflic,
and technological capabilities;

- to accomplish cost reductions wherever
possible and make more efficient use of
resources;

- to streamline the planning, programming,
and budgeting system to eliminate wasteful
paperwork and duplication of planning
efforts, and to assign clear responsibility
to the Services;

- to improve the acqulsition of weapons
systems, reducing costs and time delays
by elimlinating unnecessary regulations
and permitting steadier long-term procure-~
ment, with stronger incentives for industry
to develop more economical production
processes; and

- to 1institute a vigorous effort to elimlnate
waste, fraud, and abuse throughout the
Department and the Services.

a. Strategy and Policy Formulation

Defense policy and military strategy have to
be renewed to adjust to the changed world environment,
overcome obsolete concepts and thinking, and take full
advantage of U.S. and allled capabi.ities. But the best
strategic thinking will be of 1little use unless 1t can be
translated into concrete policy declsions, budgetary
choices, and specific strateglc plans. We have, therefore,
taken initiatives both to improve the translation of stra-
tegic thought into pollicy decisions and to encourage and
utilize 1ntellectual work that can inform and guilde our
decisions.
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The new DoD planning process ensures that
strategy and policy requirements are constantly before
our budget officlals and planners. By reorganizing the
Defense Resources Board and streamlining the planning,
programming, and budgeting system (see below), we provided
the structure through which the renewal of strategic thought
and policy can affect the actual operations and decisions of
the Defense Lepartment.

To develop the 1intellectual foundation
for defense policy and strategy, we instituted more flexible
and efficient ways of using established outside research
organizations and have created a new group, the Strategic
Concepts Development Center, located at the National Defense
University. This Center will take advantage of the rich
resources’ of the National War College and will provide
advice to me, the Deputy Secretary of Defense, and the
Chairman of the Joint Chiefs of Staff.

b. Cost Reductlons

Significant reductions 1in Defense outlays
have been made since our original plan in March to compen-
sate for increases in non-Defense outlays, such as interest
and unemployment insurance, and for lower revenues.
Defense has taken reductions of $33.9 billion from the March
original five-year topline, FY 1982-86.

Identified savings and economies in budget
authority total $38.7 billion through FY 1986, compared with
the previous Administration. If FY 1987 1s included, the
cumulative total 1is $48.2 billion. In addition, we have
targeted future savings of $10.1 billion for FY 1984-87.
This will bring the total savings and economies to almost
$60 billion. We have already reduced FY 1983 Defense
outlays alone by more than $5 billion based on new economies
and efficiencies.

The constraints in effecting such savings
must be properly understood. Ninety-three cents of each
Defense outlay dollar are committed at the start of the year
to cover prior year programs and minimal operations of the
Department. This leaves only seven cents of each Defense
outlay dollar for spending for new programs. Because of
Defense spend-out patterns, outlay reductions require
program reductlions about four times as large. This causes
serious program disruption and impacts heavily on faster
spending readiness functions.

The following table summarizes the savings
achieved or programmed.
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TABLE II.C.2

Economies and Efficiencies
Preliminary Estimates
TOA ($ Billions)

Sub~
FY 81 FY 82 FY 83 FY 84 FY 85 FY 86 total FY 87 Total

Pay
Ad Justment 1 21 40 51 59 6.5 23.7 7.1 30.8
Operations 30 1.2 9 1.0 1.0 1.0 54 1.0 6.4

Acquisition .l 1.1 1.6 1.9 1.9 3.0 9.6 1.4 11.0

Subtotal 5 4.4 6.5 8.0 8.8 10.5 38.7 9.5 48.2
Targeted
Future
Savings — - — 2.0 1.7 1.5 5.2 6.1 11.3
Total 5 4.4 6.5 10.0 10.5 12.0 43.9 15.6 59.5
Compensation savings reflect: (1) a cap

on Civil Service pay increases at 5.0 percent compared to
the unrestrained application of comparability surveys; (2)
once a year cost-of-living increases in lieu of semiannual
increases; and (3) reversal of military pay reforms proposed
by the previous Administration that would have cost more in
the near term 1n order to realize some economies in the long
term.

The costs of our internal operations have
been greatly reduced through elimination of unnecessary
travel; reduced rellance on consultants and contract manage-
ment services; reductions in base overhead; reduced pur-
chases of unneeded equipment, supplies, and furniture;
and capital 1nvestments that will increase productivity.
These are the outcome of intensive reviews and hard-nosed
budget scrubs that will continue.

Economies 1n acquisition reflect not only
reductions and cancellations of marginally useful programs
approved by the previous Administration, but also many of
the Department's acquisition initiatives. For example, the
acqulisition savings shown above 1include over a billion
dollars from increased multi-year procurement; nearly $2
billion by rephasing procurement to take advantage of more
economic order quantities; $1.5 billion from procurement of
lower cost systems; and several hundred million by investing
in productivity enhancing capital equipment. 1In addition,
many programs have been delayed so that they too can be
financed at more economlcal rates at a later date.
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In addition to our own initiatives, we
have examined scores of suggestions and recommendations on
ways to save Defense dollars that we have recelved from the
General Accounting Office, the Congressional Budget Office,
the House Republican Study Committee, various Congressional
Task Forces, and individual members of Congress. Of course,
many of these suggestlions duplicate 1lnitiatives that we had
already undertaken. Others have been 1ncorporated into our
management initiatives and budget.

C. The Acquisition of Weapons
System

To 1improve the acquisition process, we
stress long-range planning so that the Services, the
Congress, and the contractors will know as far 1n advance as
possible the full scope of each program. I have delegated

.greater responsibiiity and accountablility to the program
managers to reverse the tendency towards micro-management by
the Department. 1In choosing weapons systems, we are making
every effort to achleve more economical production rates.
At the same time, we must make dolng business with the
Defense Department more predictable and attractive. If we
discourage innovative and efficient contractors from bidding
for and participating in defense business, we will not
restore a healthy, strong industrial base for military
orders. To this end, we also must use reallstic cost,
budget, and funding figures so that both we and the Congress
understand early what the total cost of the full program
will be.

d. The Planning, Programming, and
Budgeting System (PPBS)

Within recent years, the PPBS has grown
top-heavy and congested with paperwork and detail, leading
to an overemphasls on programming and unneeded data, to the
neglect of strategic planning and professional military
advice. I initiated a comprehensive review of PPBS to
ensure that our strategy will be in harmony with our mili-
tary capabilitles, and to streamline our decisionmaking
process. Following careful study, from both within and
outside the Department, we have now thoroughly revised the
system.

The new approach enhances the particil-
pation of top officials in the Department and of Service
line-managers and ensures that the mlilitary advice of the
Joint Chiefs of Staff and the Commanders of the Unified and
Specified Commands 1s fully considered.

We cut back by more than half the paperwork
that was required for the PPBS process. Budget documenta-
tion has also been reduced and Congressional committees have
been asked to reduce the paperwork requirements they have
imposed. Furthermore, we emphasize centralized control of
executive policy development but decentralized policy
execution. My senlor staff, the Joint Chiefs of Staff, and
the Service Secretarles can now concentrate on major policy
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decisions in offering me their advice and recommendations.
The Services have been made responsible for the development
and execution of the day-to-day management of the resources
under their control. My staff also provides overall techni-
cal support and major mission analyses necessary to use the
capabilities of all the Services and to meet the objectives
identifled by the Presldent and Congress.

I have enlarged the Defense Resources
Board, the principal governing body of the Department's
program review process so that we can use the full capa-~-
bllity of the Department to formulate policy and design
programs. The Board now includes the Service Secretaries
and makes available the views of the Commanders of the
Unified and Specified Commands.

e. Elminating Fraud, Waste, and Abuse

I have 1instituted a continuing audit,
inspection, and evaluation process to eliminate waste and to
dlscover fraud and abuse so that the Government may take
proper legal action to recover any losses. I established a
new senior position, the Assistant to the Secretary of
Defense (Review and Oversight). This official is respons-~
ible for coordinating all activities within the Department
concerned with the elimination of fraud, waste, and mis-
management. He monitors and evaluates program guidance to
all DoD activities on matters regarding criminal investi-
gation programs. He conducts criminal Iinvestigations, as
required, 1in the Offlce of the Secretary of Defense, the
Organization of the Joint Chiefs of Staff, and the Defense
Agencies. And he monitors the adherence of DoD auditors to
internal audit, contract audit, and internal review policles
and procedures. We have also set up a telephone hotline to
help detect fraud, waste, and mismanagement in DoD programs.
This innovation has proven quite effective and has led to a
great many calls, 85 percent of which have resulted in
useful suggestions.
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A. ASSESSMENT OF THE GLOBAL MILITARY SITUATION

1. The Central Role of the U.S.~-Soviet
Military Balance

The Sovliet Union poses a greater danger to the
American people than any other forelgn power in our history.
Only the Soviet Union has the power to inflict tens of
miliions of casualties on our population. Only the Soviet
Union has massive and modern conventional and nuclear
forces deployed, directly confronting our friends and allies
in Europe and Asia. Only the Soviet Union has the forces
and geographic proximity to threaten the free world's major
source of energy. And the Soviet Union 1s embarked on a
sustained effort to encourage and arm totalitarian forces in
various parts of the world, so0 as to expand 1its political
influence and military reach.

The Reagan Administration also fully recognlzes
that there are other threats to world peace and to the
security of the United States. For example, we and our
allies have come to depend heavily for important resources
on some parts of the world which are either hostile or
turbulent, or both, and which may possess powerful modern
weapons. The Administration 1s also mindful of the fact
that nuclear proliferation may lead to new dangers in the
future and that the spread of nuclear explosives must be
discouraged and 1inhibited. Moreover, the United States,
together with 1its allies and friends, has to deter and
contain terrorist threats by entities that act Iindepend-
ently of the Soviet Union.

But even the threats that may arise independently
in various regions are affected by Soviet power. Moreover,
the Soviets sometimes choose to stimulate local 1nstabili-
ties, and even where they do not, they may benefit from the
opportunities that these instabillities offer. The possi-
bllity of Soviet 1intervention increases the risk for the
United States as it strives to protect a regional ally
against a reglional foe. The diffusion of power among many
unstable and sometimes antagonistic states does not lessen
the Soviet threat; "multi-polarity" has not, as many had
hoped, become a benign force in the world. In key respects,
unfortunately, the many dangers reinforce each other and
make it more difficult to meet any one.

We recognize that several important forelign
policy and military problems are not the result of any
Soviet initiative. But thls recognition must not divert us
from the fact that it 1is the Soviet military effort, its
direction and 1its nature, that drives our defense budget.
When it comes to planning our military forces and defense
strategy, 1t 1s clear that Soviet capabilities--present
and potential--must be the dominant consideration.

For a realistic assessment of the threat we
face, I refer you to the recent DoD publication, Soviet
Military Power, a copy of which 1s attached to this Report.
I published this document In an unclassified version to
enhance public understanding of the Soviet armed forces-~-
their capabilities and thelr strengths. There 1s nothing
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hypothetical about Soviet military power--it is real; and it
1s the single greatest threat to the United States and the
Free World. .

The touchstone for determlining the adequacy
of U.S. and allied defense plans and programs 1s whether
these programs would put us 1in a position to defeat attacks
on ourselves or essential allled interests wherever these
interests are forclibly challenged. We have to be concerned
with the potential courses and consequences of a variety of
plausible conflicts that may threaten our interests or those.
of our allies. The array of existing forces that we
inherited from past military programs, and the forces on
the slde of our potential enemies are clearly the major
determinants of the outcomes of such conflicts in the near
future. However, any direct comparison of specific forces
can be only a gross 1ndicator of the challenge that we now
confront.

Some of these gross indicators, nevertheless,
deserve our attention. To appreciate the overall trends in
military strength, we can begln by comparing estimates of
the overall military programs for the Soviet Union and the
United States. This allows a crude first approximation of
the evolution of the U.S.-Sovigt military balance.

During the first two decades after World War II
the United States made a larger military effort than the
Soviet Union, (Chart I.A.1). Beginning in the 1960s,
however, the Soviet Union steadily enlarged 1its military
effort and then surpassed the U.S. defense program, which
fluctuated but showed no real growth. For the last five
years, the Soviet Union's military program has been about 50
percent larger than our own.

This comparison measures the size of the Soviet
effort by an estimate of what it would cost, in dollars, for
the United States to acqulre and operate the Soviet military
force as the Sovliets do. The dollar estimates for the
Soviet Union do not show how much the Soviets actually
spend~--they are estimates of the forces they are acquiring,
stated 1n terms that permit comparison with the U.S. defense
program. This comparison, however, does not include some
very significant Soviet efforts and for which there 1s no
exact U.S. counterpart--for example, their extensive pre-
parations for industrial mobllization.

2. Trends in Unlited States and Soviet
Military Investment

More revealing than comparisons of total military
expenditures i1s a compatison of American and Soviet military
investment. While operating, maintenance, and personnel
costs reflect military capability at the time they are
incurred, programs for procurement of weapons, military
construction, and research and development are investments
in future capability.
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In addition to the 1intrinsic importance of
military 1investment,- a comparison of Soviet and American
investments 1s relatively clear-cut. There are many asym-
metries between the two sldes' defense programs, and
between the two sides' economies, which make a comparison
difficult. The U.S. has made certain choices about how to
recrult, compensate, retaln, and train its forces, and those
choices impose some costs which the Soviet Union does not
pay when 1t conscripts most of 1ts forces for two years and
pays them even less than the Soviet civilian standard of
living. On the other hand, Soviet industrial inefficlencies
make 1t relatively more costly for them to produce weapons
than 1t 1is for us to produce weapons. While the dollar-cost
comparison of the two programs attempts to correct for
these asymmetries (by measuring both programs by what they
would cost in the U.S.), a comparison of military invest-
ments focuses on items which are more similar for the two
sides.

Military investments are also a particularly
meaningful yardstick because they focus on the cumulative
growth 1n strength. Military investments bulld up a "capi-
tal stock" of equipment, facilitles, and weapon designs.
Such assets last for many years and cannot be quickly
acquired in an emergency. Future Soviet and American
military capabilitiles will be decisively shaped by the
inheritance from past and present military 1investment.

The Soviet Union's military investments have
exceeded our own even more markedly than has its total
defense program~-an excess ranging from 80 to 90 percent
during the past five years {(Chart II.A.l). Investments form
a larger share of a larger Soviet program; the Soviet
commitment to military investment has not been deterred by
the relatively high ruble cost of those investments; while
the United State's resources for military investment may
have been constrained by the relatively hlgh dollar cost of
paying our personnel and operating our forces.

The most direct result of these larger investment
programs 1s an overall asymmetry in the flows of new weapons
to military forces across virtually all of the major mission
areas. Moreover, we have 1dentified some 50 new or modified
alrcraft, missiles, naval ships, and space systems currently
in flight testing or trials.

This continued "high level of Soviet military
investment has created an impressive 1nventory of military
assets. A simple way to compare the U.S. and Soviet assets
which have resulted is to assume that investments contribute
an undepreciated "book value" to a nation's military capa-
bility over an average lifetime of, say, 20 years. In the
19603, U.S. military investments were larger than the
Soviets' and many of the assets then acquired still contri-
bute to our strength. Hence, the Soviet advantage in
accumulated assets began later and is currently smaller than
their advantage 1n 1investments. But the very longevity of
military assets means that the Soviet lead will grow wider,
even 1f we now accelerate our own investment efforts. That
is to say, we have not yet experienced the full consequences
of our lagging investments of the 1970s.
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CHART ILA.1

COMPARISON OF US MILITARY
INVESTMENT OUTLAYS WITH ESTIMATED
DOLLAR COST OF SOVIET MILITARY
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Chart II.A.2 shows that, under these rather
simplified assumptions, even an increase in U.S. investments
as high as 14 percent per year would not close the gap
in accumulated assets until the early 1990s. The gap could
be closed more quickly if U.S. 1investments provided quali-
tative innovations that increase the rate of obsolescence of
past Soviet investments. This point highlights the impor-
tance of research and development and of policies to protect
our technological lead. Technology transfer from the West
to the Soviet bloc, in effect, increases our defense burden.

It 1s often argued that to compare only the United
States and Soviet military programs 1is misleading and that
adding the programs of allies will change the comparison in
our favor. Any apparent edge of the Western Alliance,
however, 1s overshadowed by the more meaningful comparison
of military investment, and also falls to reflect the
structural differences of the two sides. The military
investment programs of the Warsaw Pact have exceeded those
of the Atlantic Alliance plus Japan since 1973; they are
currently about 15 to 20 percent larger (Chart II.A.3).
Thus, the Warsaw Pact has been steadily accumulating more
military assets than the Western Alliance for almost 10
years.

The structural differences of the two sides make
the programs on the Western side add up less effectively
than those of the Warsaw Pact. NATO is seeking to make its
national programs more complementary. But in an Alllance of
independent nations, duplication, lack of 1interoperability,
and inability to achleve certain economies of scale cannot
be avoided. For the Soviet bloe, military programs are more
fully additive since the Soviet Union can impose standard-
ization on the Warsaw Pact. Moreover the Soviets depend
less on alliance unity than we because thelr partners
contribute much less to the Soviet bloc's aggregate power
than our allies contribute to NATO. Thus, the Warsaw Pact's
advantage in effective investment 1s closer to 35 to 40
percent if, as a rough first approximation, the efforts
of U.S. allies are considered 60 percent additive to U.S.
efforts, while Soviet satelllite efforts are 90 percent
additive to Soviet efforts.

Some have suggested that the military programs of
the People's Republic of China add to aggregate Western
strength. The Soviet Union probably has plans for fighting
on two fronts, so any "addition" of China's assets to those
of the Free World may reflect the Soviets' own present
assessment for certain contingencles. However, for other
contingencies, Soviet planners might calculate that they
could redeploy part of their forces currently positioned
against China to some other front.

3. The Nuclear Balance

In assessments of the global military balance,
the greatest attention has been devoted to the U.S.~Sovilet
relationship in strategic nuclear forces, and for sound
reasons. But this attention has assumed a particularly
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CHART I1.A.2

RATIO OF ACCUMULATED MILITARY
INVESTMENTS
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CHART ILA.3

COMPARISON OF ESTIMATED ATLANTIC
ALLIANCE + JAPAN MILITARY
INVESTMENT OUTLAYS WITH ESTIMATED
DOLLAR COSTS OF WARSAW PACT
MILITARY INVESTMENT ACTIVITIES
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