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SECTION I

THE CONDITIONS OF SECURITY

The battle, sir, is not to the strong alone; it is to the
vigilant, the active, the brave.

Patrick Henry, 1775

I think the necessity of being ready increases. --Look to it.
Abraham Lincoln, 1861

You cannot ask us to take sides against arithmetic. You cannot

ask us to take sides against the obvious facts of the situation.

Winston S. Churchill, 1926




CHAPTER 1

OVERVIEW

Mr. Chairman and Members of the Committee:

I welcome this opportunity to present the details of President Carter's
third defense budget. As in past years, I will summarize the budget request
and give an overview of my annual defense report, which has been submitted to
you.

> THE FY 1981 DEFENSE BUDGET

The President's defense budget for FY 1981 proposes Total Obligational
Authority (TOA) of $158.7 billion and Budget Authority (BA) of $158.2 billion.
Outlays for FY 1981 will be $142.7 billion, 3.3 percent higher in real terms
than they will have been in FY 1980. TOA is up by 5.4 percent in real terms,
higher than the growth in outlays because TOA in recent years has been increas-
ing much more slowly than outlays. More important, the Carter Administration
has concluded that the defense program must be substantially increased over the
next five years, and that we must begin the effort now.

The real annual increases in outlays will continue at an accelerating
rate as we proceed with the buildup; they will exceed four percent in the
out-years. The annual rate of growth in TOA will vary between 4.8 and 4.2
percent between FY 1982 and FY 1985

All of these rates of growth, I should add, are measured from an FY 1980
TOA which, with the supplemental we are submitting, will amount to $139.3
billion.

The programmed rates of growth are needed for two basic reasons. The
first is the sustained expansion in the Soviet defense effort, an effort that
has been going on for at least 20 years. If we do not respond over the coming
years by increasing our own, we will condemn the United States to an inferior
military position. The second reason is the growth in international turbulence,
illustrated by recent developments in the Caribbean, Southeast Asia, Korea,
Afghanistan, and Iran. We will need more resources than we had previously
programmed so that our defense posture can cope with the simultaneous demands
that we can expect in the future, exemplified and indeed created by these
developments.

It should be noted that the percentage of our GNP devoted to defense has
fallen from 8.6 percent to 5.0 percent since 1962, The current increase in
defense program and spending will be accomplished without raising that percent-
age to much above five percent. 1In fact, each increase in real defense spending
by one percent more than GNP growth raises the defense percentage of GNP by
slightly less than a twentieth of one percent. Thus, if real GNP increases by
two percent and real defense spending by four percent, the defense fraction of
GNP rises by less than a tenth of one percent.




As is evident, this year's Five-Year Defense Program projects a substantial
increase in real defense resources over the next five years, as compared with
last year's FYDP. This does not reflect a single sudder change in the world
situation, or a sudden conversion on the part of the Administration. It is an
example of executive leadership by President Carter in responding to the adverse
trends in the military balance, and to increased dangers to U.S. interests in
several parts of the world, reflected most recently in Iran and Afghanistan.
These dangers did not develop suddenly during 1979; they have been apparent as
trends for several years. It was to respond to them that the increased defense
budgets of the last two years, the three percent NATO commitment, and the
parallel tracks of military strength and arms control have been pursued by this
Administration.

During the past year, we have reevaluated our needs and concluded we need
more military capabilities of particular kinds, and need to ensure that we
obtain them despite the uncertainties about inflation rates and despite the
differences over program detail that we sometimes have with the Congress.
During this same year, public perceptions of our needs have begun to catch up
with the facts. A new consensus is forming around the President's leadership.

II. THE SOVIET UNION

‘In 1979, the Soviet military effort was about 50 percent larger than our
own, measured by what it would cost to buy Soviet programs (including personnel)
in the U.S. economy. We now estimate that the Soviets are using somewhere
between 11 and 14 percent of their Gross National Product for defense purposes,
compared with our five percent (of a U.S. GNP nearly twice as large).

The difference between Soviet and U.S. investments in military goods (R&D,

procurement, and military construction) is even larger. In the past decade,
Soviet investment has been cumulatively about 27 percent larger than ours. In
1979 alone, it was probably greater by 85 percent. The consequences of that

investment are now becoming evident.

In strategic nuclear forces, the Soviets have come from a position of
substantial numerical inferiority 15 years ago to one of parity today--and a
potential for strategic advantage if we fail to respond with adequate programs
of our own. Their forces have improved in quality as well as in numbers. They
have deployed two new generations of ICBMs and SLBMs, and are working on a
further generation--each generation being of 1increased sophistication and
capability. 0Of greatest concern, they have deployed highly accurate, MIRVed
ICBMs with the potential of threatening the survivability of our ICBM silos.

In addition to this buildup in their central strategic systems, the Soviets
have modernized both their intermediate-range and their tactical nuclear forces.
The MIRVed and mobile SS~20 ballistic missile and the BACKFIRE bomber are the
most disturbing components of this ambitious program.

At the same time, Soviet ground and tactical air forces in Eastern Europe
are excessively large and much too offensively oriented to serve primarily as a
counterweight to NATO capabilities, let alone as occupation troops. Similarly,
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Soviet forces in the Far East are geographically positioned, exercised, and
apparently designed for offensive operations. I should note, however, that many
of the divisions in the Far East are less than fully combat-ready.

Some components of the increasingly modern Soviet navy are intended for the
direct defense of the USSR. Other parts are designed for anti-submarine warfare
and the interdiction of the major sea lanes. Still other parts are clearly
intended for the long-range projection of Soviet military power. The Soviets
have consistently sought to use air and naval facilities overseas, and they have
expanded their capability for long-range sealift and airlift as well. There has
been recent evidence that they intend to use their airborne divisions for power
projection--in the Arab-Israeli October war of 1973 and in Afghanistan in
1979-80.

Although the Soviets have not shown much restraint in their defense deci-
sions, they have been willing to negotiate arms control agreements that promote
strategic stability., SALT II is just such an agreement. It serves our national
security interest-—even more so when the Soviets are aggressive--but the timing
of its ratification must defer to the urgent need that we assess and respond to
Soviet actions in Afghanistan.

SALT 1I remains in our interest for five basic reasons:

-- It will actually reduce the strategic forces of the Soviet Union and
put a ceiling on the future strategic forces of both superpowers.

-- It will impose important qualitative constraints on the strategic
competition. In particular, it will constrain Soviet ICBM fractiona-
tion and the number of their MIRVed ICBM launchers, where their
present momentum would otherwise give them much larger numbers during
the period of the Treaty.

-- It will bring greater predictability to the nuclear relationship
between the two sides, and thereby facilitate our own defense plan-
ning.

-~ We will be better able to monitor Soviet strategic forces with the
treaty than without it.

-- We can continue the programs we need for our own strategic forces and
for our allies under the treaty, but our efforts will cost billions
less than would be likely without the treaty.

SALT II, in short, will increase our security and help to reduce one of our major

defense problems.
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I1T. INTERNATIONAL TURBULENCE

Largely for economic reasons, the United States has become heavily involved
outside its traditional areas of concern in Europe, Latin America, and the Far
East. Some of these other areas are now suffering increased turbulence from
within as well as from the intervention of the Soviet Union.

Nowhere is this more the case than in the Middle East. The region has
become a breeding ground for internal upheaval--as has already occurred in
Iran--for war, terrorism, and subversion. Temporary disruptions or a more
permanent decline in the supply of oil from the Persian Gulf could easily occur
as a consequence. The Soviet invasion of Afghanistan, its footholds in South
Yemen and the Horn of Africa, and the Soviet naval presence in the Red Sea and
the Indian Ocean, only make a volatile situation potentially even more explosive.

Africa has become a major source of oil and other minerals for our economy.
The main oil routes from the Persian Gulf to Europe and America run along its
coasts. Yet internal strife wracks parts of the continent, and there is a
continuing danger of more to come. Existing conflicts have already been exacer-
bated by a Cuban expeditionary force of perhaps 36,000 men in two principal
areas, by Soviet military assistance to the more radical factions and regimes on
the continent, and by the presence of Soviet and East European advisers. These
conflicts may be settled short of critical damage to our economic and other
ties, but we cannot count on it.

Cuba has already shown its willingness to exploit the forces of change
in the Caribbean for its own ends. The grave dangers associated with further
subversion should persuade Havana and Moscow that non-intervention is in order.
But there is no certainty that they will see the virtues of restraint.

At the same time, we have to allow for the possibility that the tragic
conflict between Communist states in Southeast Asia will spill over into
Thailand. And we must still take precautions against the substantial expansion
in the armed forces of North Korea that has been going on during the last
decade.

As a result of these developments, our defense establishment could be faced
with an almost unprecedented number of demands. And some of those demands could
arise more or less simultaneously. To meet them, we must solve a number of
immediate and longer-term problems.

IV. THE STRATEGIC NUCLEAR PROBLEM

We have recognized for many years that our strategic nuclear capabilities
could deter only a small number of contingencies. But there can be no doubt
that these capabilities still provide the foundation on which our security
rests. Without them, the Soviet Union could threaten the extinction of the
United States and its allies. With them, our other forces become meaningful
instruments of military and political power.

With the growth of Soviet strategic capabilities, we have concluded that
credible deterrence depends on our ability:




-- first, to maintain the second-strike forces necessary to attack a
comprehensive set of targets, including targets of political and
military as well as of economic value;

-- second, to withhold retaliation against selected targets;

-- third, to cover at all times a sizeable percentage of the Soviet
economic base, so that these targets could be destroyed, if necessary;
and fourth,

-~ to hold the elements of a reserve force for a substantial period after
a strategic exchange.

Such a capability and such flexibility should enable us to prevent an enemy
from achieving any meaningful advantage. To provide those features and to
assure maintenance of our confidence in the deterrent, despite possible attempts
to destroy its components or defend against them, we also maintain a TRIAD of
strategic offensive forces with ICBMs, submarine-~launched ballistic missiles,
and bombers.

The Soviets are attempting to undermine that confidence by deploying a
threat to our ICBMs. That threat is only now beginning to become a reality.
But within another year or two, we can expect the Soviets to have the necessary
combination of ICBM reliability, numbers, warhead yields, and accuracies to put
most of our MINUTEMAN and TITAN silos at risk.

The hypothetical ability of the Soviets to destroy .sen 90 percent or more
of our ICBM warheads is not the same thing as a disarming first strike nor even,
by itself, a major Soviet military advantage--though, if we do not respond, it
will create perceptual problems. The vulnerability of our ICBMs does not mean
an increased probability of a Soviet surprise attack. But it does mean that a
significant part of the TRIAD would be eroded, and that the Soviets would be
encouraged to undermine the rest of it.

Accordingly, we will proceed with the developnent of the mobile MX so as to
restore the survivability of the ICBM leg of the TRIAD. At the same time, we
will continue to modernize the other two legs of the TRIAD. Providing that we
do, the Soviets, even in the most desperate of circumstances, should not have
any incentive to launch a nuclear attack on the United States or its strategic
forces.

V. THE THEATER NUCLEAR PROBLEM

Even with these programs, we will not have overcome all our nuclear prob-
lems. The Soviets have already undertaken a major modernization of their
theater nuclear forces. In particular, they have introduced the $5-20, a MIRVed
and mobile intermediate-range ballistic missile (IRBM), and the BACKFIRE, a
medium bomber.
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With these new and more accurate weapons, the Soviets might make the
mistaken judgment that they could threaten our allies without fear of retalia-
tory attacks on their territory, especially if they did not threaten to attack
U.S. forces or territory. To avoid any such error of perception, we are pro-
ceeding with the development of two land-based, longer range, mobile missiles:
the PERSHING II and the Ground-Launched Cruise Missile (GLCM). 1In accord with
the NATO Ministerial decision of last December 12, we will deploy them in Great
Britain and on the European continent.

We do not plan to match the Soviet program system by system or warhead
by warhead, which might be construed as an attempt to create a European nuclear
balance separate from the overall strategic relationship--and thus as risking
"decoupling."” 1Instead, we seek to strengthen the linkage of U.S. strategic
forces to the defense of Europe. Modernization of the long-range theater
nuclear forces will also provide a firm foundation for the pursuit of serious
arms control negotiations on this subject with the Soviet Union. The United
States is prepared to undertake such negotiations within the framework of SALT
I1I.

VI. THE NON-NUCLEAR PROBLEM

Our conventional force problems--and the requirements for the corresponding
forces--are more complex because we must deal not only with the Soviet Union,
but also with all the other manifestations of international turbulence. Ever
since 1969, we have defined non-nuclear adequacy as the capability to deal
simultaneously with one wmajor and one minor contingency in comjunction with our
allies. In order to achieve the necessary capability, we have depended pri-
marily on our allies to man the forward defense lines in peacetime. This, in
turn, has permitted us to organize a centrally located reinforcement capability
of ground and tactical air forces, naval forces for sea control and power
projection, and a backup capability of National Guard and Reserve forces. To
move the forces, we have relied on airlift and sealift. By using materiel
prepositioned overseas in theaters where the probability of conflict is signi-
ficant, attacks with little warning a danger, and the consequences of conflict
most severe, we save on lift and increase reinforcement rates enormously,

Although, during the past decade, we never acquired all the readiness and
mobility required by this strategy, we were not penalized for it because our
potential enemies were relatively sluggish, and we were not put to the test by
contingencies outside of Southeast Asia. But now times are changing. Without
reducing the large forces stationed in Eastern Europe, the Soviets have tripled
the size of their forces in the Far East, and they are developing naval and
other capabilities that will permit them to operate well beyond the periphery of
the USSR. Their posture, overall, has grown more modern, and parts of it have
reached a high state of combat readiness. We no longer can preclude their being
able to operate simultaneously in several different parts of the world. Thanks
largely to their assistance, lesser Communist powers such as North Korea,
Vietnam, and Cuba--and some non-Communist ones such as Iragq--also have acquired
relatively modern capabilities. These developments, combined with a number of
internal and international disputes in areas of great interest to the United
States, are beginning to put heavy pressure on our non-nuclear posture.
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In Eastern Europe, the Soviets are improving their ability to launch
heavy attacks against NATO with little advance preparation and warning. In
Asia, the Vietnamese occupation of Cambodia poses a threat to Thailand's secur-
ity and contains the seeds of great power confrontation. The long-term North
Korean military buildup, and the political turmoil in South Korea inevitably
raise doubts about the future stability of the Korean peninsula.

We have responded to the threat in Europe with the NATO-wide Long-Term
Defense Program (LTDP) which includes a major U.S. effort to expand the size and
pace of its ground and tactical air deployments to Europe. At the same time,
the situation in Asia has caused us first to stabilize our deployments there,
and then to increase them somewhat.

Our current force structure--and I emphasize force structure--is sufficient
for both these purposes. But the deployments in Europe and the Western Pacific,
combined with the strategic reserve we hold in the CONUS (Continental United
States) for the reinforcement of our forward-based forces, absorb the bulk of
our non-nuclear capabilities. Moreover, even if contingencies in Europe and
North Asia were our only concern, the modernization of Soviet forces in Eastern
Europe and the North Korean buildup would have required substantial increases in
our defense budget. Indeed, they had already led us to pledge to our NATO
allies, and program real increments of three percent a year in our defense
outlays. Now, in addition, we have to allow for the dangers that could arise in
the Middle East, the Caribbean, and elsewhere, as well as for the continued
Soviet buildup.

At present, we cannot foresee clearcut and plausible contingencies in
these regions on the basis of which we should plan and program major increases
in our non-nuclear force structure. And there remains still a great deal we can
do to get more combat capability out of the forces we already have in hand. But
the necessary actions, while not spectacular, will be expensive. We need to
increase the speed with which we can deploy our forces--through increased air-
lift and sealift capabilities, through the further prepositioning of materiel,
and through the assurance of transit and basing rights in emergencies. We need
to modernize the equipment of our ground and air forces. And we need to expand
our naval construction program to assure the future offensive and defensive
capabilities of our naval forces.

Assuming our allies in Europe and Asia continue to join with us in increas-
ing their defense efforts, their forces--in conjunction with ours--should pro-
vide a solid foundation for deterrence in these two vital theaters. I myself
would prefer to see the allies provide themselves with a greater margin of
safety in Europe, and I remain concerned about the situation on the NATO flanks.
As a consequence, we are considering plans to preposition additional equipment
in the vicinity of the northern flank, and we will continue to commit elements
of our ground and tactical air in the defense of both flanks, as necessary.
Exercises to test these capabilities on the flanks have been augmented.

In Central Europe, NATO will be much more nearly in balance with the
Warsaw Pact within the next few years, provided that the allies proceed with
their modernization and our programs for the rapid deployment of reinforcements
are brought to fruition. However, even with these improvements, NATO will not
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have as high a level of confidence as I would like of containing a large attack
by the Pact launched with little preparation and warning. I should add that the
Soviets could not have high confidence of a breakthrough either--on the assump-
tion that U.S. reinforcements would arrive on time and could sustain themselves
adequately in combat.

In Asia, the growth in North Korean capabilities remains a matter of deep
concern. However, I do not see why the combination of strong South Korean
forces, extensive fortifications, and deployed U.S. capabilities cannot frus-
trate a North Korean attack--provided that we are able to reinforce our deployed
capabilities with considerable speed.

To deal with other contingencies, we have already designated specific
units as components of our Rapid Deployment Forces (RDF). These forces exist,
and need not be increased; they include units of all the Services. The compo-
sition of the forces deployed will vary depending on the nature and location of
the crisis. But these units will not be able to respond adequately to the
demands that may be placed on them unless we are able to improve their combat
readiness and alert status, and particularly unless we can move them in force
and with great rapidity to an area of crisis.

Conflict in one or more of these theaters would place heavy burdens on
our Navy general purpose forces, since we would need to use the sea lanes
extensively after only a few days or weeks for the reinforcement and support of
our combat units overseas. Accordingly, sea control--followed or accompanied by
power projection--could occupy the Navy on virtually a worldwide basis.

Our current general purpose naval forces should be able to hold Soviet
surface combatants north of the Greenland-Iceland-United Kingdom (GIUK) line in
the North Atlantic, subject Soviet submarines and older aircraft to significant
attrition if they should attempt to come south of that line, and provide close-
in protection to capital ships and, in conjunction with allies, to convoys.
U.S. and other allied forces should also be able to establish the necessary
control of the Mediterranean and close down the main exits from the Sea of
Okhotsk and tir> Sea of Japan into the Pacific. The Navy would be able to
concentrate forces for offensive battle group operations in higher threat areas
as well.

Under these conditions, we would expect essential supplies to get through.
However, with the appearance of the BACKFIRE bomber in increasing numbers,
Soviet naval aviation could come to be a bigger threat to our sea lines of
communication and naval forces than Soviet submarines. Although we have
AEGIS ships under construction to counter this growing threat, we still lack
sufficient defenses against massed missile and bomber attacks on convoys and
battle groups.

VII. THE PROGRAMS

It should be evident from this review of our problems that we need to
make major improvements in our defense posture over and above those we have
already programmed. The difficulties do not lie so much with our future stra-
tegic nuclear posture; provided the SALT II treaty is ratified we already have
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sufficient programs well underway to deal with our vulnerabilities --including
MX, TRIDENT, and cruise missiles. In the absence of SALT, however, we will have
to do more. And whatever the outcome of SALT II, we need to shore up our
theater nuclear posture in Europe with GLCM and PERSHING II, which will not be
cheap. Most important of all, we must increase the deployment, modernization,
readiness, mobility, and sustainability of our non-nuclear forces. This must be
done as part of our alliance strategies in Europe and Northeast Asia--and with
our allies there carrying an increasing share of the burden. In other parts of
the world, the military capabilities of those countries threatened by Soviet-
supported external attack must be strengthened. At least as important, their
own internal stability must be enhanced by economic and political means. And,
to assure the U.S. capability to offset Soviet intervention, our own rapid
deployment capability must be improved.
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We have already expanded slightly the size of our naval Middle East Task
Force which operates in the vicinity of the Persian Gulf, and the Navy has
increased the number of ship-days it is spending in the Indian Ocean. We plan
to increase that presence at sea, and to improve our ability to deploy and
sustain land-based forces as well. A Rapid Deployment Joint Task Force (JTF)
Headquarters comprising personnel from all four Services, has been established
at Readiness Command in Florida, with a small element in Washington. Its first
commander, appointed in December, 1979, is a Marine Corps lieutenant general.
Its function is to do contingency planning for areas where there are few or no

U.S. forces permanently stationed. If one of the contingencies should occur,
the previously planned forces would be assigned to the JIF, and deployed-—with
the JTF commander assuming operational command. At the President's direction,

we have also established a permanent, full-time Caribbean Joint Task Force
Headquarters at Key West, Florida, begun the expansion of our military exercises
in the Caribbean region, increased the surveillance of Cuba, and taken other
measures to assure that, in the President's words, "no Soviet unit in Cuba can
be used as a combat force to threaten the security of the United States or any
other nation in this hemisphere."

At present, we appear to have enough divisions and tactical air wings to
meet current international demands, even if those demands should include more
or less simultaneous crises in Europe and the Persian Gulf, or in Europe and
Korea. However, we need to improve the capability and deployability of our
ground and air forces. To strengthen those units oriented to Europe, we are
modernizing the Army's weapons and equipment by adding armor, firepower, and
tactical mobility. We are also prepositioning more heavy equipment in Europe so
that we can rapidly reinforce our ground units there. In a crisis, virtually
all we would have to move to NATO's Central Region would be the men. Their
equipment would be waiting for them.

We are also improving our tactical air forces by programming about 1,700
new aircraft over the next five years. At the same time, we are accelerating
the rate at which we can move fighters quickly to Europe to cope with any
surprise attack. And we are increasing the number of shelters at airbases there
so as to prevent our aircraft from being destroyed on the ground by enemy
attacks.
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Many of the most immediate dangers to our interests lie outside of Europe.
To help us cope with these other demands, we are launching two major initia-
tives. The first will lead to a force of Maritime Prepositioning Ships which
will carry in dehumidified storage the heavy equipment and supplies for three
Marine brigades. During peacetime, these ships will be stationed in waters near
areas where U.S. forces might be needed. Though not designed for the Marines'
traditional mission of amphibious assault landings against enemy opposition (a
capability we will continue to maintain with other ships), they will be able to
debark their equipment over the beach i1f no port is available. Marine Corps
personnel (and equipment not well suited to storage) will, as necessary, be
airlifted to the vicinity of the ships, where they will marry up with their gear
and be ready for combat on short notice. Thus the Maritime Prepositioning Ships
will enable us rapidly to deploy armored and mobile forces outside of Europe.

The other major initiative entails the development and production of a
new fleet of large cargo aircraft able to carry Army equipment, including tanks,
over intercontinental distances. This will greatly expand our outsize airlift
capacity worldwide. As one example, these aircraft could be used initially to
deliver the largest equipment of the advance forces sent to secure airbases
near the ports or beaches needed by the Maritime Prepositioning Ships to deliver
their heavy gear. They would enable us to make simultaneous deployments to
Europe and elsewhere, should the crises be concurrent (as 1is quite likely).
After this initial phase, they would assist in additional force deployments,
resupply, and intra-theater movements if needed.

As I noted in my review, our non-NATO needs center not so much on addi-
tional combat forces as on our ability to move suitably trained and equipped
forces over great distances quickly enough so that they can be of real use at
the point of crisis. In some cases, their arrival might turn the tide of
battle; in other cases--we would hope in most cases—-they would deter the
outbreak of fighting in the first place.

We have, in addition, the special problems of the Navy. I believe we can
meet the future demands for sea control and power projection-~and hence for
presence--with a force of about 550 active and reserve ships (if they are of
the right kind), about the size of the fleet we will have by 1984. However, we
must deal with the growing BACKFIRE threat and the continued aging of our sur-
face combatants and supply ships. To do so, we are programming the construction
of 97 new ships over the next five years. Within that total we will be placing
a relatively heavy emphasis on new guided missile AEGIS ships to defend against
aerodynamic attacks. 1 should note, however, that such ships though neces-
sary, are expensive. They challenge our ability to build and maintain as large
a fleet as we need. To cope with that challenge, our program includes three
new ship designs that will assure adequate fleet size and fighting power at
reasonable cost. One will be a major fleet escort, another an anti-submarine
frigate, and the third a nuclear-powered attack submarine.

We have made progress in raising the combat skills of our military person-
nel during the last three years, and I do not foresee any major problem in
that area--unless rapidly rising fuel costs force us to reduce flying hours and
steaming days below current levels. However, we continue to have problems
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with materiel readiness, in part because of the advanced equipment coming into

the forces. Increasingly capable military forces need increasing levels of
support. Such support is particularly important for units that we may want to
deploy and operate on short notice. Accordingly, funds for operation and

maintenance receive important emphasis from the Department of Defense--and
deserve full support from the Congress.

How much combat sustaining capability we should keep on hand is one of the

most difficult questions facing us in the present situation. Not only do we
live with uncertainty about the nature of the wars we might be called upon to
fight; there is even greater uncertainty about their duration. In the circum-

stances, our currently planned war reserve procurement program (which would
provide a large stock of modern munitions by FY 1987, coupled with existing
inventories of older and less effective items) entails what we judge to be an
acceptable level of risk. In addition, we need to refurbish our options for
rapid and complete or graduated mobilization of our resources.

Finally, we are encountering problems in satisfying our personnel needs.
Our active-duty personnel are only slightly below the strength authorized by the
Congress, and the overall quality of the people entering the Services compares
favorably with our intake from the draft prior to Vietnam. But in 1979, for the
first time since the advent of the All-Volunteer Force (AVF), all the Services
fell short of their recruiting goals; and we are now encountering increased
difficulty retaining personnel in areas of skill where the private sector of the
economy also has a strong interest. However, we have made progress in recruit-
ing for the Reserve Component, and Individual Ready Reserve (IRR) strengths are
increasing.

Peacetime conscription is by no means an obvious sclution to our current

personnel problems. These problems have more to do with the retention of
skilled and experienced personnel who already have six to twelve years of
service, than with recruits. We need, accordingly, to expand current efforts

to improve our recruiting and retention performance. Our principal approach is
to devote significant additional resources to first-term reenlistment bonuses.
This is a relatively efficient way of improving enlisted retention; it signifi-
cantly decreases requirements for both new accessions and career reenlistments.
In addition, the budget reflects legislation that provides for a larger military
pay increase (7.4 percent) than we have programmed for federal civilian employ-
ment (6.2 percent). Military retirement reform, which has been submitted, would
provide career officer and enlisted personnel with new cash payments after ten
years of service. The budget also includes additional funds for travel and
transportation reimbursements and enlistment bonuses which, together with these
other initiatives, complement non-compensation efforts to increase the supply of
and reduce the demand for scarce personnel resources. Finally, we need continu-
ally to review whether military pay is competitive with wages for civilian
employment alternatives, and whether the benefits are appropriate to the special
circumstances of military service.




VIII. CONCLUSIONS

This, in sum, is the course we are determined to take. In line with
our basic priorities and plans, we will continue to use four broad instruments
of national security policy. They are:

~- sustained real increases in defense spending;

-- carefully planned force programs that make the best use of the added
defense resources and the special national advantages we have;

~- closer cooperation and coordination with allies and other friends;
and

~-- arms control agreements that complement our defense programs.

Over the last three years, we have applied these instruments in an orderly
attack on the main defense problems at hand. In our first year, we placed the
full weight of our efforts behind the most pressing need: improving our early
conventional combat capability in NATO. The Long-Term Defense Program (LTDP)
was launched in cooperation with our NATO Allies and the first fruits of
strengthened allied cooperation already are in view. With the NATO programs in
train, we next turned to the problem of modernizing our strategic TRIAD. Pro-
grams to strengthen each leg--including MX, TRIDENT, and cruise missiles--are
now well underway. In Asia, we have stabilized the level and begun to improve
the quality of our forces in the region., Most recently, we have taken steps
to modernize our theater nuclear forces in Europe. The necessary programs--
PERSHING II and GLCM--have been launched and our allies have joined us in a com-
mitment to follow through on theater nuclear modernization.

Thus, programs in each of these areas are underway and have momentum. We
can now concentrate special attention and resources on improving our capabil-
ities to deal with threats and crises around the world and, in particular, on
improving our ability to get men and equipment to potential areas of conflict as
quickly as necessary.

The Administration has taken great care to develop the current program
so that it is calibrated to the problems ahead of us. Carrying out this program
fully and completely--not just this year, but in the years to come--is a matter
of fundamental importance to the security of the nation: the most elemental and
important of all our responsibilities. Therefore, should our assumptions as to
future inflation, on which the program is based, later prove to have been too
low, the Administration will take appropriate action to preserve the integrity
of the program. Indeed, it is because of a re-estimate of inflation rates for
FY 1980 and FY 1981 that the FY 1981 budget figure contained in this report is
higher than the one I gave in the preview presented to the Congress in December,

1979. We will also consider submitting supplemental requests as necessary to
assure a program of equivalent capability after Congressional authorization and
appropriation actions have taken place. We mean to see that this program is

carried out.




Critical turning points in the histories of nations are difficult to

recognize at the time. Usually, they become clear only in retrospect. Nonethe-

less, the United States may well be at such a turning point today. We face a

‘ decision that we have been deferring for too long; we can defer it no longer.

: We must decide now whether we intend to remain the strongest nation in the

world. The alternative is to let ourselves slip into inferiority, into a

position of weakness in a harsh world where principles unsupported by power are

victimized, and to become a nation with more of a past than a future. I reject
that alternative, and I know that the Congress does as well.

s et

Our new defense program is testimony enough of where this Administration
believes we should be headed. This nation must remain the strongest in the
world. That, I believe, is the consensus of the country, and of the Congress.
In keeping with the times and this spirit, we have submitted a program that the

President and I believe to be right and necessary for the security of our
country.
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CHAPTER 2

THE DEFENSE BUDGET

During the period, December 13-19, 1979, at the request of the Congres-
sional leadership, I gave a preview of our defense planning and programming
over the coming five years. The President has now made his formal submission of
the defense budget for FY 1981 and the aggregate Five Year Defense Program
(FYDP), which extends to FY 1985. The purpose of this Annual Report is to
furnish the details of the President's budget and to explain the FYDP: its
basis in our foreign and defense policy, the program areas it covers, and the
reasons for the individual programs it contains.

I. THE FY 1981 DEFENSE BUDGET

The defense program for FY 1981 requires Total Obligational Authority
(TOA) of $158.7 billion and Budget Anthority (BA) of $158.2 billion. We expect
Outlays for FY 1981 to amount to $142.7 billion. Budget Authority for FY 1981
will be 5.4 percent higher, and Outlays for FY 1981 will be 3.3 percent higher,
in real terms than the amounts we have proposed for FY 1980. Table 2-1 shows
the totals for FY 1981 in current and constant dollars in comparison with the
actual totals for FY 1979 and the estimated totals for FY 1980, which include
the supplemental requested in September, 1979, and the one we are submitting
now.

Table 2-~1

Department of Defense -- Military Functions
(Billions of Dollars)

Fiscal Year

Current Prices 1979 1980 1981

Total Obligational Authority (TOA) 124.8 139.3 158.7
Budget Authority (BA) 125.0 138.6 158.2
Outlays 115.0 127.4 142.7

FY 1981 Prices

Total Obligational Authority (TOA) 146.4 150.7 158.7

Budget Authority (BA) 146.7 149.9 158.2

Outlays 135.5 138.1 142.7
15
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II. THE LONG-RANGE PROJECTION FOR DEFENSE

¥ The Long-Range Projection for Defense is shown in Table 2-2, It projects
¢ future defense budgets as far forward as FY 1985. The key assumption underlying
! the Projection is that a real equivalent growth rate of more than 4.6 percent
a year in Total Obligational Authority and about 4.1 percent in Outlays will be
the average through the five-year period. By FY 1985, as a consequence, Total
: Obligational Authority (in FY 1981 prices) will amount to $188.6 billion. In
]‘ other words, between FY 1980 and FY 1985, the defense budget will have increased
1 by 25.4 percent in real terms. The constant-dollar increase will have been
s $37.9 billion. I should emphasize, however, that the Long-Range Projection is an

estimate of future defense needs. The projected totals must be reviewed and
b ¢ revised each year by the President and the Congress. If we obtain the major
J mutual reductions in U.S-Soviet nuclear and conventional forces that we seek, we
i would expect budgets lower than we project. If the world situation worsens
considerably, we would expect higher ones. But it is the Administration's
intention to approximate these totals, barring a major change in the world
political situation. And we will adjust them with amendments and supplemental
requests as needed if our estimates of inflation are incorrect, to assure the
preservation of the defense program projected in the FYDP. Moreover, following
Congressional action on these budgets, the Administration will consider supple-
mentals as required to assure that our military capability does not fall below
what 1is needed because of disagreements about program details between the
Executive and Legislative Branches. We are, in fact, already submitting a
supplemental to the FY 1980 budget to account for the cost of military, civil-
i ian, and retired pay increases, additional subsistence costs, and increased

Stock Fund charges necessary to ensure planned readiness levels. This supple-
mental will raise FY 1980 TOA to $139.3 billion, as shown in Table 2-2.
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Table 2-2
Long-Range Projection for Defense
(Fiscal Years, Billions of Dollars)
1979 1980 1981 1982 1983 1984 1985
Total Obligational Authority
Current Dollars 124.8 139.3 158.7 180.0 201.5 224.2 248.9
‘ FY 1981 Prices 146.4 150.7 158.7 166.4 173.7 181.0 188.6
ﬁ Qutlays
: Current Dollars 115.0 127.4 142.7 161.6 181.7 202.8 224.8
FY 1981 Prices 135.5 138.2 142.7 148.8 155.4 162.1 168.7
Inflation Rate (percent)
TOA 7.6 8.5 8.1 8.2 7.3 6.8 6.5
Outlays 7.5 8.6 8.4 8.6 7.7 7.0 6.5
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II1. TRENDS IN THE DEFENSE BUDGET

The FY 1981 budget and the Long-Range Projection for Defense continue the
increases in outlays begun in FY 1977. They largely regain the ground lost in
the early 1970s when declining budgets were submitted, and the Congress reduced
those requests still more. Trends in Total Obligational Authority and Outlays
(in FY 1981 prices) are shown in Chart 2-1.

Chart 2-1
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During this same period, the burden of defense spending has fallen sub-
stantially as Gross National Product (GNP) has grown, public revenues have
increased, and incremental funds have been allocated primarily to non-defense
programs. In FY 1964, defense outlays were 8.2 percent of GNP; in FY 1981 they
will be 5.2 percent. Table 2-3 ghows the changes in the burden of defense for
selected years since FY 1944,
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Table 2-3

Defense Outlays as a Percent of

Fiscal Year GNP Federal Outlays Public Outlays
1944 35.6 78.7 72.4
1950 4.4 27.4 18.5
1953 12.1 57.0 42.9
1958 8.9 47.5 32.0
1964 8.2 41.8 27.9
1968 9.3 43.3 29.5
1979 5.0 23.3 15.5
1980 5.1 22.7 15.3
1981 5.2 23.2 15.6

The trends in defense outlays and non-defense spending (calculated in
FY 1981 prices) are shown in Chart 2-2. The growth in non~defense spending and
the decline in defense outlays since 1968 indicate the extent to which national
concerns and priorities have changed in the last decade.
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IV. THE DEFENSE POSTURE

The defense budget for FY 1981 will permit the United States to continue
and strengthen its current force structure. Major components of that capability
are shown for FY 1980 and FY 1981 in Table 2-4,

Table 2-4
FY 1980 FY 1981
Unit Vehicle Unit Vehicle
Component Number Number Number Number
Active-Duty Forces
Strategic Delivery Vehicles
TITAN ICBMs 54 54
MINUTEMAN ICBMs 1,000 1,000
TRIDENT 1 SLBMs 200 224
POSEIDON SLBMs 320 320
POLARIS SLBMs 80 0
B-52 Bomber Squadrons 21 345 21 345
FB-111A Bomber Squadrons 4 65 4 64
KC-~135 Tanker Squadrons 34 517 33 520
Continental Air Defense Squadrons 7 141 7 139
General Purpose Forces
Army Divisions 16 16
Separate Army Brigades 5 5
Marine Corps Divisions 3 3
Major Naval Combatant, Amphibious
and Auxiliary Vessels */ ’ 430 452
Air Force Tactical Fighter Wings 26 2,513 26 2,558
Navy Carrier Air Wings 12 1,076 12 1,085
Marine Corps Air Wings 3 462 3 452
Anti-submarine Warfare Squadrons 53 616 52 618
Strategic Airlift Squadrons
C-5A 4 76 4 76
C-141 13 280 13 281
Tactical Airlift Squadrons (C-130) 14 276 14 276
Special Operations Forces 5 38 5 38
National Guard and Reserve Forces
Continental Air Defense Squadrons 10 180 10 178
KC-135 Tanker Squadrons 16 128 16 128
General Purpose Forces
Army National Guard Divisions 8 8
Separate Army Reserve Component Brigades 24 24
Marine Corps Divisions 1 1
Naval Combatant, Amphibious and
Auxiliary Vessels 53 42
Air Force Fighter Squadrons 39 870 39 924
Navy Fighter Squadrons 10 141 10 141
Navy Anti~submarine Warfare Squadrons 13 132 13 133
Marine Corps Air Wings 1 110 1 110
Tactical Airlift Squadrons (C-130) 29 290 31 308
*/ Includes Naval Fleet Auxiliary Force ships.
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We estimate that the operation and maintenance of these forces will con-
tinue to require about two million active-duty, 850 thousand selected reserve
military, and approximately 990 thousand civilian personnel. Of these totals,
around 458 thousand active-duty military and about 30,000 U.S.civilian personnel
will be stationed overseas. The deployment of U.S. military personnel in
foreign areas (ashore and afloat) is shown for selected years since FY 1964
in Table 2-5.

Table 2-5
U.S. Military Personnel in Foreign Areas

(Figures are Thousands of Personnel)

End of Fiscal Year

1964 1968 1972 1976 1978 1979
Germany 263 225 210 213 234 239
Other Europe 119 66 62 61 61 61
Europe, Afloat 54 23 26 41 35 25
South Korea 63 67 41 39 42 39
Japan and Ryukyus 89 79 64 45 46 46
Other Pacific 27 37 25 27 16 15
Pacific Afloat (Including
Southeast Asia) 52 94 51 24 26 22
Thailand 4 48 47 1 - -
South Vietnam 16 534 47 - - -
Miscellaneous Foreign 68 27 22 8 12 11
Total 755 1,200 595 460 472 458

Approximately 58.4 percent of the FY 1981 defense budget--excluding retired
pay, which is now nearly 8.5 percent of all defense costs--must be allocated to
the operation and maintenance of the current force structure. These costs are
shown for FY 1980 and FY 1981 in Table 2-6.

Table 2~6

Total Obligational Authority (Billions of Dollars)

Budget Title FY 1980 FY 1981
Military Personnel 30.8 33.4
Operation and Maintenance 43.4 49.2
Family Housing and Homeowners Assistance Program 1.5 2.0

Total 75.7 84.6
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The remaining 41.6 percent or so of the budget (with retired pay excluded)
goes to the modernization of our defense posture. It constitutes our main
investment in future strength as well as the cost of keeping the current force
structure up-to-date. The magnitude of this investment is shown for FY 1980
and FY 1981 in Table 2-7. As can be seen, we have raised our allocation of
resources to modernization from 40.5 to 41.6 percent of the budget. We will
have to continue increasing this fraction, while at the same time increasing our
operation and maintenance accounts, if we are to respond effectively to the
modernization efforts being undertaken by the Soviet Union.

Table 2-7

Total Obligational Authority (Billions of Dollars)

Budget Title FY 1980 FY 1981
Procurement 35.8 40.5
Research, Development, Test and Evaluation 13.5 16.5
Military Construction 2.3 3.3

Total 51.6 60.3

The trends in the baseline defense budget (defined here as Total Obliga-
tional Authority with the incremental costs of the war in Southeast Asia
excluded), allocated among major accounts, are shown in percentages and constant
dollars in Chart 2-3, 1In real terms, operating expenses appear to have remained
relatively stable during the 17 years from FY 1964 to FY 1981, while investments
in the past three years have been recovering from their earlier decline. 1In the
case of operating expenses, however, the appearances are deceptive. We have
actually reduced military personnel in the baseline force by about 700,000 and
are now operating a smaller number of weapons platforms that are more costly to
maintain per unit. Because of the reduction in our investment accounts, modern-
ization has been slow and we are having to work with a capital stock that, on
the average, is aging.
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Chart 2-3
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programs currently planned in the Five Year Defense Program will permit

us to improve this posture substantially. Basically, we will be investing the
increment of resources derived from the 4.6 percent a year real growth in five
major areas.

We already have underway programs to modernize the strategic nuclear
TRIAD with a new ICBM, a new submarine-launched missile and a new
submarine, and an air-launched cruise missile. We have other programs
at various stages of research and development that will enable us to
take further steps in modernizing some of these components.

We have proposed and our allies have agreed to a major deployment of

medium-range ballistic and cruise missiles in Europe. We plan to
begin the deployment during this five-year period.
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We will continue to fund our share of the force improvements required
by the NATO Long-Term Defense Program (the LTDP) and expand our
capability for the rapid and large-scale reinforcement of NATO ground
and tactical air forces in Central Europe. We will also improve our
capability to deploy to the flanks of NATO.

We will expand our shipbuilding program, with an emphasis on anti-
bomber and anti-submarine warfare capabilities, and on defenses
against cruise missiles, (which both bombers and submarines can
launch), so as to ensure the maintenance of adequate effectiveness
against future potential threats.

We will increase substantially the readiness, strategic mobility,
sustainability, and mobilization responsiveness of those units to be
included in the Rapid Deployment Forces (RDF). These improvements
will enable us, with the current force structure, rapidly to reinforce
our units on station in regions of potential crisis, if that should
prove necessary, or to move forces of appropriate size quickly over
great distances to deter or, if necessary, to defeat threats to our
vital interests, and to sustain all of these forces for the necessary
period of combat.

V. APPROACHES TO THE BUDGET

Fa bmniniid s s Sttt . eSS .. '

Whether these programs, the budgets we are planning, and the average annual
real increase in resources we are programming over the next five years consti-
tute the right solution to our defense problems will undoubtedly be (and should
be) the subject of considerable analysis and debate in the months ahead. As the
debate proceeds, I hope that three considerations in favor of the FY 1981 budget
and the Five-Year Defense Program will be taken into account.

We need to keep a balance among the demands of national security,
those of domestic programs, and the requirement for economic growth
and stability. A sharp rise in the growth rate of the defense budget
that cannot be sustained, because the necessary national consensus for
it fails either to form or to persist, will do less for our natiomal
security than a lower but sustained growth rate. And above some rate
of real growth, defense spending could risk adding to the inflation
that the President is so rightly determined to control and reduce.

Meeting domestic human welfare needs is a requirement for the politi-
cal and social cohesion that is vital to our national security. At
the same time, we must remember that our ability to defend ourselves
and our national interests, and to support our friends and allies, is
central both to our economic well-being and to the preservation of our
political and social values. Our freedom, independence and national
integrity--our survival--is our highest priority. During the 1970s,
the real growth rate in the military expenditures of our allies was
higher than our own (which was negative). We now need to take the
lead in redressing the adverse military trends vis-a-vis the USSR, and
in meeting the needs created by turbulence in some developing regions
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of the world. Because we will bear by far the greatest load in stra-
tegic, theater nuclear, naval, and rapid deployment forces, our allies
will have to carry the bulk of the burden of needed increases in their

own regions. They may well have to increase their efforts by more
than the three percent a year pledged by NATO; we ourselves have to
show the way. For us to do less than we plan would not only reduce

the improvements we must make in the U.S. defense posture; it would
undermine the entire NATO Long-Term Defense Program, and the increas-
ing Japanese contributions to mutual defense, which are also vital to
our security.

-~ Most important of all, we are launching or expanding programs that we
deem critical to deterrence and international stability in the danger-
ous years ahead. An average real rate of growth of 4.6 percent a
year will generate a cumulative amount of approximately $115 billion
in real new resources for defense during the coming five years.
Obviously we do not want (and Congress does not wish us) to accumulate
obligational authority any faster than we can efficiently commit it.
All of us, I believe, are determined to see that our essential defense
needs are met. In the present situation, the forecast rate gives us
the right quantities of resources at the right pace to deal with the
dangers we foresee.

I realize that there are other views of how much of a defense effort we
should be making. However, I have yet to be persuaded either by the conclusions
put forward or by the methods used to reach these conclusions. It is still
argued, for example, that we can reduce annual real defense spending--some
would say by as much as $50 billion--because Soviet intentions are basically
defensive and Soviet programs are largely a reaction to aggressive American
initiatives. The operative hypothesis seems to be that since we are driving the
military competition, restraint and reductions on our part will induce Soviet
reciprocity. Unfortunately, however, the hypothesis is largely based on the
peculiar situation that existed during the early years of the nuclear competi-
tion; it ignores the full range of Soviet activities both then and later.
The recent invasion of Afghanistan, together with other events of the past
decade, have cast the most serious doubts on the validity of the hypothesis,
even in the nuclear sphere. As 1 have emphasized before, Soviet military
spending has steadily risen independently of whether the U.S. defense budget has
gone up or down, The Soviets supposedly built intermediate-range nuclear
capabilities only as a poor substitute for the intercontinental deterrent they
needed but did not yet have, Yet even after having acquired a substantial
intercontinental capability they have continued to expand and modernize their
theater nuclear forces. And they have clearly gone well beyond what would be
required for large-scale assured destruction in the development of their stra-
tegic nuclear forces. This is not exactly the conduct of a relatively benign,
reluctant, and reactive participant in the military competition.

1 do not argue (and indeed do not believe) that the Soviets have a plan and
a timetable for world conquest. They may well think of their military capabil-
ity as defensive. When an aging revolutionary movement sees its economic system
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rapidly declining in rate of growth, its ideological appeal gone, and when it
fears internal stresses, then the ability to bully its neighbors or others
politically by threatened use of military superiority or even, in crisis,
to use that superiority to attack and dominate them, may come to seem to its
leaders the best defense of that system. But that is a definition of the word
"defensive'" that we cannot accept. Accordingly, we must not base our planning
and our budgets on the assumption that unilateral U.S. restraint will cause
the Soviets to respond in kind.

At the same time, there are better grounds for our plans than simply let-
ting them be dictated solely by the Soviet military effort measured solely in
terms of inputs or even outputs. It is useful to examine the magnitude of
the Soviet and the U.S. defense programs as measured in the American and the
Russian economies. But surely no one believes that these measures are precise
enough to justify high confidence in them, or that we know how efficient the
Soviets are in converting resource inputs into military outputs. Arguments that
we should make our programs a mirror-image of theirs, even in part, are still
more questionable. What may be efficient to produce in the manpower-intensive
Soviet economy may be inefficient to produce in the more capital-intensive and
technologically advanced American economy. Soviet needs, geography, climate,
and opponents are in any event very differeat from our own. Furthermore, while
both we and the Soviets have other nations associated with us, our allies not
only are more reliable; they are also a great deal wealthier. To the extent
that we are measuring relative efforts or planning on the basis of simple force
comparisons--however misleading those comparisons may be--we should at least do
the respective allies the courtesy of including them. When we do, NATO slightly
outweighs the Warsaw Pact in inputs, though by a rapidly declining margin. If
that current measure were a precise reflection of relative capability, and the
only method of determining the necessary U.S. level of defense effort, we might
not be proposing the rate of increase of our defense effort described in this
report. It is essential to recognize, nonetheless, that the recent relative
rates of change in Soviet and U.S, programs would--continued over another ten or
even another five years--outweigh the benefits of adding in allied efforts, our
remaining technological advantages, or other differences. The effect of com-
pounding a three or four percent difference in rate of growth cannot be accepted
any longer.

I have no doubt, in any event, that we need to improve the U.S. defense
posture in the ways I have outlined. We must, in addition to increasing
our own defense program, make our alliance efforts more additive and more
reinforcing; we must work together more effectively in force building, in
military planning, and in operations. Moreover, the United States must carry
out its defense program more efficiently.

To say that we must improve our defense posture does not automatically
tell us by how much. The resolution of that issue requires, among other
things, that we answer several broad and difficult questions. I will address
those questions in the chapters that follow.
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CHAPTER 3

THE CONDITIONS OF U.S. SECURITY

The first question we must raise in determining our defense needs and
programs is this: what role do we expect military power to play in maintaining
U.S. security?

In order to begin answering that question we must ascertain the conditions
necessary to U.S. security. That is, we have to define how Americans can
maximize their basic values of life, liberty, and the pursuit of happiness
without undue fear of conquest, loss of territory, or other threats to these
activities, and without infringement on the rights of others to similar oppor-
tunities.

Clearly, the independence and territorial integrity of the United States
is a necessary condition of security. But it no longer is, if it ever was, a
sufficient condition. A number of developments have expanded our interests and
involvement as a nation well beyond the borders of the United States. New
military capabilities, principally nuclear weapons and intercontinental delivery
systems, now oblige us to recognize that the United States can be destroyed for
all practical purposes without any prior violation of its independence and
territorial integrity. No buffer states, no barriers, no glacis can guard us
against such a contingency. A condition of U.S. security must therefore be some
other form of protection from the threat of an attack of this character.
Defense is one way, but not the only way, to afford that protection.

The particular manner in which our economy has expanded means that we have
come to depend to no small degree on imports, exports, and the earnings from
overseas investments for our material well-being. In 1978, our imports of
goods and services amounted to $229 billion. Exports were $225 billion, or
around 10 percent of the Gross National Product. Our direct foreign investments
amounted to $168 billion.

With time and a reduction in our standard of living, we could forgo or
substitute for much of what we import. But any major interruption of this flow
of goods and services could have the most serious near-term effects on the U.S.
economy. In no respect is that more evident than in the case of oil. A large-
scale disruption in the supply of foreign oil could have as damaging conse-
quences for the United States as the loss of an important military campaign, or
indeed a war Such a disruption could be almost fatal to some of our allies.
It is little wonder, in the circumstances, that access to foreign oil--in the
Middle East, North and West Africa, the North Sea, Latin America, and Southeast
Asia--constitutes a critical condition of U.S. security. More generally, our
economic well-being and security depend on expanding world trade, freedom of the
arteries of commerce at sea and in the air, and increasingly on the peaceful and
unhindered uses of space.
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In 1945, when we created the nuclear age, it was thought that our security
would no longer depend on the more traditional concerns of the great powers.
Now we have discovered that we never left the non-nuclear world after all.
Conventional capabilities remain the most usable form of military power; since
1945, in fact, they have been the only form of military power used. Because of
this, our security can still be affected by large concentrations of resources
in hostile hands. Not only is a pluralistic international structure to our
interest in such circumstances; particular geographical regions become of
particular concern and sensitivity to the United States. Western Europe and
Japan are cases in point, but not the only cases. We have made defense commit-
ments to around 40 nations, and they remain in full force.

It is well to remember in this connection that nuclear forces, for the most
part, concentrate unprecedented amounts of destruction in small and transport-
able units. The consequence of this concentration i§ that nuclear delivery
systems can strike devastating blows at intercontinental distances. And because
these forces are so effective at such long ranges, we tend to assume (perhaps
wrongly) that a nuclear exchange could last no longer than a few hours or, at
most, a few days. Non-nuclear forces, by contrast, require substantial aggre-
gates of men and materiel to be effective. Moreover, because their effective-
ness depends on the repeated delivery of large amounts of ordnance, their radius
of operation tends to be limited. As a consequence, major conventional wars
have usually been decided only after extended and relatively slow-moving cam-
paigns of attrition. Personnel, equipment, and supplies must be transported
over long distances; stockpiles of combat consumables must be established;
multiple campaigns must usually be conducted; and victory can be achieved only
after successive blows by land, sea, and air.

Bases and footholds of all kinds become strategically important in these
circumstances. It is one thing, obviously, to prepare a defense of Western
Europe with U.S. ground forces and fighter aircraft stationed in Germany,
with the control of such narrow waters as the Bosphorus and the Strait of
Gibraltar in allied hands, with a fleet deployed in the Mediterranean, and with
staging and operating bases in the Azores, Greenland, Iceland, and the United
Kingdom. It is quite another matter to contemplate a forward defense without
these strategic assets and with the entire U.S. military effort on a distant
front having to be projected and supported directly from the United States.
Even with a large fleet of wide-bodied aircraft, air-to-air refueling, and naval
combat and logistic forces, the task would stagger the imagination and the
exchequer.

Most of our interests--economic, political, and strategic--can be expressed
in concrete geographical terms. Despite its importance, one interest cannot be
expressed in such terms. The United States remains dedicated to democratic
ideals of maintaining and increasing the human rights associated with individual
freedom. We do not always live up to these ideals ourselves, and we do not
assert that our own interpretation of them must be adopted by other nations.
But just as we must guard them at home, so we must uphold them abroad. They
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are more than a slogan, more even than a tradition dating back 200 years; they
are a living conviction that we must espouse for others just as well as for
ourselves. It is, in any event, doubtful whether the United States could
survive for long as the only democracy in the international constellation.
A condition of our security, therefore, must at a minimum be the survival of the
other great democracies. And the greater the spread of human rights, the more
secure we ourselves will be.

We are inevitably interested in process as well as in substance. Our
need for multilateral trade, freedom of travel, access to raw materials, human
rights, and cultural exchanges can be adequately realized only under conditions
of peace, law and orderly change. We have no interest in the instability that
comes from hostility, intransigeance, crisis, and violence. We do have a stake,
a very large stake, in reason, compromise and the peaceful settlement of dis~
putes. It is not surprising, therefore, that we should support strongly the
institutions, instruments, and procedures that nurture those conditions. Nor is
it surprising that our own role in the process looms large.

In the past, we could pursue our continental interests and for the most
part stand on the sidelines while others wrestled with the sources of inter-
national instability, War, fatigue among our old friends, and our own rise
to great power made it inevitable that we would inherit the principal responsi-
bility for ensuring the conditions of our own security. No matter how much we
might wish it otherwise, no one else can bear the burden for us. The economic
strength of our allies is increasing (though in most cases it depends even more
on imported oil than our own); they have an equal interest in international
stability and can contribute to its maintenance. For the foreseeable future,
however, our strength and vitality together with our worldwide involvement and
interests will make the United States the leader in the search for international
peace and stability.

We are fortunate in having the basic assets necessary to shoulder that
responsibility. Our resources, however, are not inexhaustible, and their avail-
ability depends increasingly and dangerously, as in the case of energy, on the
decisions and even whims of other states. We have strong incentives in the cir-
cumstances to be prudent in the development of the instrumentalities necessary
to the pursuit of our national security goals. We must be sensitive in parti-
cular not only to the complementarity among these instrumentalities, but also to
the tradeoff possibilities among them. In a world of national sovereigns,
competing ideologies, and conflicting national goals, military power has a
necessary role to play. It can support our diplomacy (and vice versa); it can
deter the use of force by opponents; it can encourage the steadfastness and even
the rationality of beleaguered friends. As a last resort, even in this nuclear
age, it can (at a heavy price) defend our interests and restore the conditions
of our security. But it is never a sovereign remedy for our problems. And
there are many occasions when its use would be counterproductive, or other
instrumentalities could be profitably substituted for it.
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It is not the case, moreover, that there is a particular military posture
we must maintain at all times, regardless of the international situation

and the state of international politics, Our posture-—measured in size and
composition, readiness, deployment, sustainability, and modernization--must be
sensitive to changes in those conditions. Even where the strategic nuclear

forces are concerned--forces we think we should have ready for use regardless of
the circumstances--we can change (and have changed) their alert status depending
on our view of the world and potential threats to our interests.

Accordingly, a second major question we must ask in planning our defenses
is the extent to which the conditions of U.S. security are in jeopardy, and the
more specific role our military posture has to play in responding to any
dangers we may anticipate. Dealing with this question also provides the oppor-
tunity to comply with Section 812 of the Department of Defense Appropriation
Authorization Act of 1976, which directs the Secretary of Defense, after con-
sultation with the Secretary of State, to "prepare and submit to the Committees
on Armed Services of the Senate and House of Representatives a written annual
report on the foreign policy and military force structure of the United States
for the next fiscal year, how such policy and force structure relate to each
other, and the justification for each."

The following chapter responds specifically to the Act. However, the
entire FY 1981 Defense Report is intended to comply with its provisions. The
Secretary of State has indicated that he considers the report to be responsive
to these provisions.
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CHAPTER 4

INTERNATIONAL POLITICS AND DEFENSE

We are inclined to compare international politics unfavorably with domestic
politics on the ground that the former is accompanied by so much more violence.
As recent events in Iran have demonstrated, violence is not entirely unknown to
the resolution of domestic issues, and we ourselves have not by any means been
immune to it in our own history--even our recent history. It is the case,
nonetheless, that force and the threat of force are more ubiquitous on the
international stage. Under present conditions, lethal force is also likely to
have more devastating effects when used among nation-states, although the force
used within them during civil wars has inflicted deep wounds on its victims as
well.

Recognition of the propensity for violence in world politics has led to
recurrent efforts to devise international institutions for the peaceful settle-
ment of disputes among states, and the United States has twice led the movement
to establish and make effective worldwide political and legal bodies dedicated
to these ends. We continue to support the United Nations and the World Court,
and through such proceedings as the Law of the Sea Conference, we seek to
modernize and give new life to traditional international law. It would be
unrealistic, however, to pretend that these institutions and rules are more
than partial substitutes for continuing efforts by the United States and its
allies and other friends to deal separately with the many issues that confront
the system of nation-states.

Some of those issues are territorial, left from the collapse of old
empires, as is the case in much of Africa. Others result from differences
about the proper world distribution of income and natural resources. Despite the
disappearance of most imperial systems, and the existence now of 162 independent
nations, demands for national self-determination continue to be heard. Even
with the new military technologies that permit powerful, long-distance strikes,
perceived security needs create pressures for buffer states, clients, and
spheres of influence. Most explosive of all, ideological causes continue to
motivate groups and states to challenge the status quo by violence. Terrorists
and saboteurs create periodic crises. Producer nations form cartels to exploit
their possession of scarce natural resources. Buyers and sellers alike look to
trade barriers as a means of protecting their interests, even at the risk of
beggaring their neighbors. Nations with grievances or ambitions produce or try
to purchase modern conventional arms. Some actively but clandestinely seek to
acquire nuclear weapons and the means to deliver them. Periodically, violence
flares. But none of these dangers compare with the potential for disruption and
destruction represented by the leadership and the resources of the Soviet Union.
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I. THE SOVIET UNION

Exactly what grievances and ambitions, what fears and nightmares, are
harbored by the Soviets we do not know. Indeed, one reason why they arouse so
much suspicion about their motives is the closed and authoritarian nature of
their system and the secrecy with which they surround most of their decisions
and activities. It is easy in the circumstances to equate them with the more
demonical dictatorships of the past and, because of their ideological preten-
sions, to attribute the most socaring ambitions to them. But despite our
efforts to understand what makes this system tick, the Soviet Union remains, in
Churchill's words, "a riddle wrapped in a mystery inside an enigma.”

A. Problems
This is not to say that we remain totally ignorant of what goes on in

the Soviet Union. We know a great deal, and much of our knowledge underlines
the many domestic problems facing the Soviets now, and likely to confront

them even more in the decade ahead. Although President Brezhnev has shown
remarkable durability, no one doubts that major changes in the aging Soviet
leadership are in the offing. Whether, in a political system that lacks any

clear-cut procedures for political succession, the changes will be accompanied
by struggles, upheavals, and a reorientation of Soviet policies remains uncer-
tain. This much is certain, however: Mr. Brezhnev's successors will be con-
fronted with a number of difficulties and hard choices.

During the 1950s the Soviet economy grew at a rate of six percent a
year in real terms. By the 1960s the rate had fallen to five percent, and only
five years ago it had fallen again to 3.5 percent. The Intelligence Community
expects that during the 1980s the rate of growth will slow still further
to 2.5 percent a year or less. Related to this decline in economic growth is
the slowdown in the growth of Soviet energy production, particularly of oil, and
emerging demographic problems. During the present five~year plan, the Soviets
have increased the price of the oil and natural gas they supply to Eastern
Europe, but they have maintained supplies at 1.6 million barrels a day and
recently signed contracts to increase supplies by about 10 percent. Under the
agreements, prices are about two-thirds those charged by OPEC, but any oil
provided above the contract levels is sold at higher prices or for convertible
currency. We expect the Soviets to go from a net export outside their Bloc of
800,000 barrels a day (in 1978) to a net import of a million barrels a day
within the next three years.

One of the most severe and continuing of the Soviet economic problems
is the fluctuation in the domestic production of grain. Table 4-1 shows both
production and imports for the last five years. Much of the corn being imported
is meant to sustain the nation’s livestock and poultry production, and sup-
posedly to help raise the living standards as pledged for 1980. However,
widespread shortages of meat, butter, milk and eggs are still in evidence, and
the general food situation appears to be deteriorating rather than improving.
At the same time, the Soviets have been trying to avert a famine in Vietnam by
shipping in about $500 million in flour and rice. Most of these supplies
have had to be purchased with hard currency on the world market.
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Table 4-1

Soviet Grain Production and Imports
(millions of tons)

é Year Plan Actual Imports

i 1975 215 140 6

} 1976 207 224 26

i 1977 213 196 12

| 1978 220 237 17
1979 (est.) 227 185 30

e g huska oA

Both the general economy and the agricultural sector have already
suffered from shortages of labor in this labor~intensive society, and the
problem is expected to grow. For the first five years of the 1970s, the working-
age population increased by slightly more than two percent a year. For the last
four years of the decade, the annual increase was 1.5 percent. It is now
expected that through the 1980s, the working-age population will grow at no
more than half a percent a year.

it Sl At

As Soviet population growth slows, we expect its ethnic composition to
change, with as yet uncertain effects on the economy and perhaps the political
system. We believe that presently a little more than half the total Soviet
population is Russian. However, during the next five years, the Russian
component is likely to decline by about two million, while the population of the
eight Moslem republics and autonomous regions in the southern USSR will probably
rise by nine million,

B. Posture

These developments face the Soviet leadership with severe problems in

the allocation of national resources. For at least the past 20 years, they

! have consistently favored guns over butter. The trend in military spending,

expressed as the dollar cost of Soviet defense programs (and compared with
equivalent U.S. defense outlays) is shown in Chart 4-1.
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Chart 4-1

COMPARISON OF U.S. DEFENSE OUTLAYS AND ESTIMATED
DOLLAR COST OF SOVIET DEFENSE PROGRAMS

BILLIONS OF
FY 1981 DOLLARS
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1960 1965 1970 1975 1980 1885
CALENDAR YEAR

1. U.S OUTLAYS EXCLUDE RETIREMENT PAY, INCLUDE
DEPARTMENT OF ENERGY AND COAST GUARD
DEFENSE OUTLAYS

. ESTIMATED SOVIET COSTS ARE BASED ON WHAT IT
WOULD COST THE U.S TO PRODUCE AND MAN THE
SOVIET MILITARY FORCE AND OPERATE IT AS
THE SOVIETS DO.

3. PROJECTIONS ARE BASED ON 3% ANNUAL REAL
GROWTH FOR USSR, FOR US REAL GROWTH IN
OUTLAYS AS PROJECTED BY FYDP.

[

Whether the two defense efforts are measured in the U.S. or the
Soviet economy, the general direction of the Soviet programs in real terms is
the same--upward. The real annual rate of growth in dollar terms continues to
be three percent; in rubles it is between four and five percent. As far as we
can tell, the effort accounts for 1l to 14 percent of the Soviet GNP, although
some experts put it at 15 percent or higher. Relative to the United States, the
Soviet defense effort now appears to be about 50 percent higher measured in
dollars, and around 30 percent more measured in rubles. The totals and their
allocation by the two sides since 1968 are shown in Table 4-2.
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Table 4-2

MAJOR MISSIONS

A Comparison of US Outlays With Estimated Dollar Costs of Soviet Activities

Biltion 1978 Dollars

us

USSR

Cumulative, 1968-78
Billion 1878 Dollars

us

Strategic Forces

General Purpose Forces

e

........................................

1968 69 70 71 72 73 74 75 76 77 78

Support Force

o ey

USSR

Strategic

Soviet Defense Missions as a Percent of Comparable US Defense Outlays

General Purpose

Support

Even m

ment, test, and

by about 85 percent.

as far as we can tell,

1978
Strategic forces 330
General purpose forces 170
Support forces 95
Total (excluding ROT&E) 145

1968-78 Total
270
135
70
110

ore

doubled in the last 10 years.
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impressive than the growth in the overall Soviet defense
budget is the expansion in the investment that has gone into research, develop~
evaluation (RDT&E), procurement
Chart 4-2 shows a comparison of estimated Soviet and U.S. investments in U.S.
prices and the ratio of Soviet to U.S. investments expressed in the same terms.
We estimate that measured in the U.S. economy,
RDT&E, procurement and military construction, exceed those of the United States
Our estimates for Soviet military R&D expenditures are
less reliable than for other sectors of Soviet defense spending. Nonetheless,
Soviet resources devoted to RDT&E alone have almost

Soviet investments, including

and military construction.
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Chart 4-2

RATIO OF ESTIMATED DOLLAR COSY OF SOVIET COMPARISON OF U.S. MILITARY INVESTMENT OUTLAYS
INVESTMENT OUTLAYS TO US INVESTMENT OUTLAYS AND ESTIMATED DOLLAR COST OF SOVIET MILITARY
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PROCUREMENT. MILITARY CONSTRUCTION

2 PROJECTIONS ARE BASED ON A 5% ANNUAL
REAL GROWTH FOR USSR FORU S
REAL GROWTH INVESTMENT PROJECTED TO
PARALLEL REAL GROWTH IN OUTLAYS

More significant than these estimates of the trend in Soviet resource
inputs are the data on what the Soviets have produced in the way of forces with

their growing inputs. During the last 15 years, they have along with all their
other activities:

increased military manpower by about a million, as shown in Chart

4-3, not counting armed border guards and internal security
police;

more than quintupled the number of their strategic nuclear deli-
very vehicles, and expanded the number of weapons these vehicles
can carry by a factor of 11;

deployed five new ICBMs, three new SLBMs, MIRVed warheads for both
SLBMs and ICBMs, and improved the accuracy of their ICBMs by
a factor of five;
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Chart 4-3

U.S. — U.S.S.R. ACTIVE-DUTY MILITARY MANPOWER

1 MANPOWER IN MILLIONS
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] 1

USSR EXCLUDING MILITARIZED SECURITY (KGB BORDER ,
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3 o
~
-
.-~—-------------

; 24 us
A b
g

° i L ! ] I 1 P 1
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END FISCAL YEAR

-~ embarked on a program to modernize their medium-range peripheral
attack forces which now include more than 100 mobile, MIRVed
§5-20 missile launchers and about 50 BACKFIRE bombers;

-- added around 25 divisions {(with sophisticated chemical warfare
defense systems) to their ground forces, deployed new tanks, new
armored fighting vehicles, new self-propelled artillery, new
attack helicopters, new air defense systems and tactical mis-
siles, and provided about 1,000 more first-line combat aircraft
to the structure of their Frontal Aviation, which also is being
modernized;
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-- improved the capabilities of their general purpose naval forces

with greater missile firepower, the addition of over 50 BACKFIRE
, bombers with air-to-surface missiles to Soviet Naval Aviation,
i more nuclear-powered attack submarines, greater underway replen-—
ishment support, a limited carrier-based naval aviation (with two
VTOL aircraft carriers in commission and one more under construc-
tion), a new and larger ship for amphibious operations, a new
deep-diving submarine, and seven new classes of cruisers; and

- increased their capability for power projection with improved
sealift and airlift.

{
{

Some of these changes are summarized in Table 4-3.

Table 4-3

THE SOVIET BUILDUP IN NUCLEAR AND
CONVENTIONAL FORCES 1964-1980

STRATEGIC FORCES 1964 1980
‘ ICBMs 1% 1.398
. SLtBMs 29 950
! BOMBERS 170 158
‘: TOTAL WEAPONS (WARHEADS) 400 6.000
: LAND FORCES

TANKS 30,000 45,000

DIVISIONS 145 170

ARTILLERY TUBES/ROCKET LAUNCHERS 11,000 20.000

TACTICAL AIR FORCES

FIGHTER/ATTACK AIRCRAFT 3.500 4,500

NAVAL FORCES
MAJOR SURFACE COMBATANTS AND

AMPHIBIOUS SHIPS 260 380
OTHER NAVAL VESSELS 1,440 1.200
TOTAL NAVAL TONNAGE 2,000,000 2,800,000
TOTAL MILITARY MANPOWER 3,400.000 4.400,000
TOTAL DEFENSE SPENDING' $106 175
MILITARY INVESTMENT (PROCUREMENT,

MILCON, RED) s49 480

YFIGURES ARE IN BILLIONS OF FY 1980 DOLLARS
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The purposes of this large Soviet military buildup remain ambiguous
(although the invasion of Afghanistan by the Soviets underlines their willing-
ness to use force when it suits their purposes and its risk is calculated
as acceptable). Clearly the buildup is something they do relatively well, but
that is hardly a sufficient explanation for so substantial an investment of
resources. We had hoped that well-balanced, secure, second-strike strategic
nuclear forces would satisfy the security needs of the Soviet leaders in that
area. They have gone well beyond such a capability, however, in the design and
deployment of strategic offensive systems and active and passive defenses. They
appear, indeed, to be aiming toward some sort of war-winning capability with
these forces, however futile that attempt may be.

We had also hoped that as their central nuclear forces achieved
second-strike sufficiency, conservatively defined, the Soviets would reduce
their deployment of medium-range regional capabilities, on the ground that they
would no longer need (if they ever did) either to hold the allies of the United
States hostage to our good behavior or to deter attack on the Soviet Union from
Western Europe. Unfortunately, no such reduction has taken place. Instead, the
Soviets are modernizing both their medium-range and their tactical nuclear
capabilities. And the modernization is taking place in the East as well as the
West.

Apparently not content with this display of power, the Soviets con-
tinue to deploy ground and tactical air forces in Eastern Europe which seem
excessively large and much too offensively oriented to serve primarily as a
counterweight to NATO capabilities, let alone as occupation troops. And
President Brezhnev's proposal of October 6, 1979, to withdraw 20,000 men and
1,000 tanks from Eastern Europe (allegedly to the USSR) does not--even if fully
carried out, and however welcome--materially change that conclusion., Similarly,
Soviet forces in the Far East, however defensive their purpose may be, are
geographically positioned, exercised, and apparently designed for offensive
operations, In contrast to the situation in Eastern Europe, however, most of
the divisions on the Chinese border are less than fully combat-ready.

The Soviet naval buildup raises similar problems of interpretation.
Some components of this increasingly modern force are clearly intended for the
defense of the Soviet homeland and interdiction of the sea lanes we would use to

reinforce our allies. The Soviets also have programs to increase the size and
improve the quality of their anti-submarine warfare forces, and these may
eventually threaten U.S. and allied ballistic missile submarines. Still other

parts can only be intended for the long-range projection of Soviet military
power.

One conclusion about these programs, namely that the Soviets are
interested in more than the defense of their periphery, is fortified by other

developments, They have gradually expanded their long-range sealift and airlift.

There is recent evidence, as in Afghanistan, that they intend to use their seven
airborne divisions (an eighth is a training unit) as a major instrument for
possible military operations beyond their borders. And it is no secret that
they consistently seek support arrangements overseas for air and naval staging,
refueling and maintenance.
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C. Policies

Soviet foreign policy serves mixed purposes, as does the Soviet
military buildup. The signature of SALT II suggests that the Kremlin c¢ itinues
to put the control of nuclear arms high on its list of national goals. As
President Carter has pointed out, speaking of the two superpowers, "Our funda-
mental philosophies conflict, and quite often our national interests conflict as
well. But . . . we do have common interests and share an overwhelming mutual
concern in preventing a nuclear war."

Beyond that, some Soviet activities around the periphery of the USSR
can be seen as essentially defensive in purpose. Others can be so described
only on the assumption that the Soviets think they need, at least in political
terms, though even then expressed through military capabilities, to dominate
overwhelmingly any areas near their own frontiers. This is clearly a matter of
the greatest concern to us.

In these circumstances, we and our allies must deal simultaneously
with both the cooperative and the competitive aspects of Soviet policy. On the
one hand, we must be prepared to negotiate our differences with the Soviet Union
and, where possible, reach equitable and verifiable agreements that restrain the
military competition and lessen the risk of war. On the other hand, we need to
make it equally clear that we will continue to maintain (and where necessary
expand) the military power required to constrain those Soviet ambitions that
infringe on longstanding U.S. and allied interests, or Soviet behavior that
violates international comity. We acknowledge the Soviet need for security and
we welcome a constructive Soviet role in world affairs. We reject and will
respond as necessary and appropriate to any Soviet insistence on the satisfac—
tion of its claims at the expense of the rights and interests of others.

II. COOPERATION WITH THE SOVIET UNION

Although the Soviets have not shown much restraint in their unilateral
defense decisions, they have been willing to engage in negotiations to control
the military competition. Where mutual restraint is feasible, and can be made
equitable and verifiable, it will no doubt remain in our national interest to
negotiate formal and detailed arms control agreements that will enhance our
security through limits on the Soviet threat.

A, SALT
SALT II is such an agreement. It provides effective restraints on
strategic arms and will measurably enhance our national security, particularly
when the Soviets are behaving aggressively. But the timing of ratification of

SALT must be deferred until Soviet actions in Afghanistan have been adequately
countered. We should recognize, meanwhile, that SALT Il remains in our interest
for a number of reasons.
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1. SALT II will actually reduce the strategic forces of the Soviet
Union, as shown in Chart 4-4. It will require the Soviets to reduce their
current inventory of strategic missile lannchers and heavy bombers by 254 units.
It will halt the buildup of Sovier strategic nuclear delivery vehicles that
would probably occur in the absence of SALT I1. In every category of weapons
that SALT II limits, the Soviets, simply by continuing their current rate of
deployment, could substantially exceed the SALT 1I ceilings by 1985, They
could, for example, have about 3,000 strategic nuclear delivery vehicles of all
kinds instead of the 2,250 allowed by the treaty; a total of 1,500 MIRVed
missile launchers instead of 1,200; and more than 1,000 MIRVed ICBM launchers
instead of 820. Indeed, we believe the Soviets were already building toward at
least 100 more MIRVed ICBM launchers than would be allowed under this celling.

Chart 4-4
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2. SALT II will impose some impurtant qualitative constraints on the
strategic arms competition between the United States and the Soviet Union. The
most important of these restrictions are the provisions limiting each side to no
more than one new type of ICBM and the so-called fractionation limit. The
Soviets have been developing at least four follow-on ICBMs. Under SALT 11, all
but one will now have to be quite limited modifications of existing ICBMs; and
the Soviets cannot under SALT Il provisions increase the launch-weight or throw-
weight of the SS-18 or S$S-19. The fractionation limit means that the maximum
number of reentry vehicles on existing or modified types of ICBMs cannot be
increased from what that number is now. The rew ICBM that is permitted cannot
have more than 10 reentry vehicles. The treaty thus takes away the ability of
the Soviets to expioit fully the throw-weight of their larger missiles. If it
were not for this limit, each Soviet SS-18 ICBM could be equipped to carry 20 or
even 30 MIRVs, and the SS-19 could carry more than the six RVs it has now. As a
consequence, the task of designing a more secure U.S. ICBM force is eased.
Under SALT II, the Soviets will have to choose between a new missile to replace
their existing single-warhead SS-11 land-based missile, and a 10-RV missile to
replace their MIRVed SS-17s and SS-19s. Under SALT II, they cannot do both.

3. SALT II will bring greater predictability and stability to
the nuclear relationship between the United States and the Soviet Union.
Without it, both sides probably would increase their strategic forces as hedges
against uncertainty, resulting in less rather than more security for the United
States.

4, The greater predictability and stability afforded by SALT II
will make it significantly less expensive for us to maintain the strategic
balance with the treaty than without it. We will need to increase our invest-—
ment in the strategic nuclear forces even with SALT. Without SALT we would
probably have to spend tens of billions of dollars over the next decade in
addition to those we are already programming in order to meet increased Soviet
efforts during that period. Those funds would be better spent on meeting our
conventional requirements, with Soviet strategic force levels limited by SALT
{T.

5. The treaty will help us to monitor Soviet strategic forces. With
or without SALT II, we have a vital interest in keeping track of those forces,
and we spend billions of dollars on systems for that purpose. Several pro-
visions of the agreement will help us with the task. One explicitly prohibits
interference with national technical means of verification. Another bans
deliberate concealment of information where that would impede verification
by national technical means. Given the capabilities of these means, and
taking account of possible exploitation by the Soviets of monitoring uncer-
tainties (where they exist), the Soviets could not gain any military advantage
by attempting to circumvent the treaty. We would detect and could offset any
cheating before it reached a scale that would affect the strategic nuclear
balance. SALT thus helps to improve our strategic intelligence. Without SALT
11, we could be faced with concealment, countermeasures to our national techni-
cal means, and all of the various ''cheating scenarios" so worrisome to the
critics of SALT--because without SALT, nothing would prohibit these actions.
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6. SALT II will not interfere with any program the United States
will need, or with needed cooperation with our allies. On the other hand,
rejection of the treaty--if perceived as a unilateral Y.S. repudiation of the
SALT process—-could be seen as evilence of inability on the part of the United
States to manage the process of building a more stable international order, and
could affect our alliances adversely.

7. SALT Il will demonstrate U.S. compliance with its obligation
under the Non-Proliferation Treaty (NPT) "to pursue negotiations in good faith
on effective measures relating to cessation of the nuclear arms race at an early
date. . ."

8. Finally, SALT II will reduce the risk of nuclear war; it will
limit the competition between the United States and the Soviet Union in a most
dangerous and destabilizing area--strategic offensive arms--and it will lead to
further SALT negotiations and more comprehensive restraints.

(U) The United States is, by most meaningful measures, the strongest
nation in the world. Only in military capabilities has the Soviet system been
able, at great cost to the real needs of the Soviet peoples, to compete with
ours., SALT II cannot and will not end the competition between our two nations.
But if an assessment of recent Soviet actions, and the accomplishment of U.S.
and allied responses, demonstrate (as 1 believe they will) that some measures to
regulate the U.S.-Soviet competition remain appropriate, SALT II can help to
divert the competition into areas where the United States enjoys a clear com-
parative advantage. A delay in taking action in the current circumstances 1is
appropriate, but to ask that such a treaty be used to solve all of our security
problems or that its ratification be conditioned on resolving all of our other
differences with the Soviet Union is to place a heavier burden on the agreement
than is consistent with our national interest.

B. Other Negotiations

When the time comes to consider the ratification of the treaty, SALT
II should be judged on its own merits. We have the opportunity and the mecha-
nisms in other negotiations to discuss the other aspects of managing the
military competition with the Soviets. We have been using both.

We and the British have made significant progress in negotiations
with the Soviets on a comprehensive nuclear test ban. We have been focusing on
the development of verification measures that could effectively supplement
existing national technical means of verification. Agreement in principle has
been reached on arrangements for initiating and conducting voluntary on-site
inspections and for establishing a system of seismic stations on the territories
of the parties. However, considerable work remains to be done in translating
these agreements in principle into detailed verification arrangements satis-—
factory to the Parties.
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In the negotiations on Mutual and Balanced Force Reductions (MBFR),
NATO and the Warsaw Pact participants have agreed in principle on the goal of a
common collective ceiling on ground forces for each side. But we and our NATO
allies have been unable to translate this principle into practice by resolving
the disagreement with the Soviets and their Warsaw Pact allies over the number
of troops they presently station in the relevant areas of Eastern Europe. We do
not even have an agreement on the size of the Soviet forces that will be in the
area after the withdrawal of the 20,000 troops and 1,000 tanks announced by
President Brezhnev. In any event, those unilateral reductions are far less than
the Soviet component of the mutual reductions NATO has sought in MBFR. More-
over, even if they are fully implemented, there would be no legal bar to troop
reintroduction, no verification measures, and no confidence-building measures to
regulate exercises. We and our NATO allies therefore have continued to seek a
meaningful negotiated agreement in Vienna that will result in common collective
ceilings on the military personnel on each of the two sides, to be based on
reductions from the present levels, based on agreed data.

In the interim, NATO has proposed an initial agreement, consistent
with Western objectives in the negotiations--in particular the establishment of
parity in the form of a common collective ceiling for military manpower in the
area of reductions—-that would focus first on U.S. and Soviet manpower with-
drawals, based on agreed U.S.-Soviet data, and on associated measures to be
applied on a multilateral basis. This interim agreement would open the way for
a subsequent agreement, based on agreed overall data, providing for further
reductions by all direct participants to a combined common collective ceiling on
each side of approximately 700,000 for ground force manpower and approximately
900,000 for air and ground force manpower combined.

A substantial package of associated measures would form an integral
part of any MBFR agreement. NATO has recently completed work on a new package
of such measures and presented them to the East in Vienna. The measures are
designed to promote military stability and confidence by regulating military
activities, to ensure adequate verification of any MBFR agreement, and to assure
undiminished security for countries on the flanks of the central European area
in which force reductions under MBFR would occur.

The last formal round of talks with the Soviets on conventional arms
transfers was held more than a year ago. At that time we made some progress in
establishing general guidelines for thc limitation of those transfers. However,
should these talks be resumed, more will need to be done on developing these
guidelines as well as on how to apply them satisfactorily to specific regions.

The last round of talks on anti-satellite (ASAT) arms control was
concluded in June, 1979, and the next round has not been scheduled. Some
progress has been made toward an agreement to prohibit certain actions against
satellites and to limit development of ASAT systems. Discussions on stabilizing
the military presence of the two sides in the Indian Ocean were suspended in
February, 1978, and there are no plans to schedule a further session. Some
progress, on the other hand, has been made toward the control of chemical and
radiological weapons. Although we and the Soviets agree that we should control
chemical weapons, we have not yet resolved the issues of how to specify stocks
of weapons and facilities, how to verify any controls we impose, or when any
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agreement should enter into force. We have, however, presented a joint agreed
proposal on radiological weapons to the Committee on Disarmament in Geneva,
which we hope can be rapidly formulated into a convention open to international
adherence. What happens next will depend on that committee.

In NATO we and our allies have developed the principles to be used in
addressing U.S. and Soviet long-range theater nuclear systems, especially the
$8~20. NATO has given its approval for the United States to conduct arms
control negotiations with the Soviet Union concerning long-range theater nuclear
forces, and, despite the current Soviet refusal to negotiate the issues, we look
forward to discussions of these systems within the SALT III framework.

This is neither a stirring record nor the basis for great encourage-
ment about the future. Although the two sides still share the common goal
of reducing the risk of nuclear war, the relationship between the United States
and the Soviet Union remains largely adversary in nature. For that very reason,
as in SALT, we will continue our attempts, at an appropriate time, to contain
the Soviet threat and the dangers of conflict through specific, equitable, and
verifiable measures of arms control. At the same time, we have to recognize
that the foreign policies and military capabilities of the Soviet Union have the
potential, and possibly the intention as well, to undermine our security.

II1. WORLDWIDE DEVELOPMENTS

One of the dangers that should concern the Soviet Union in common with the
United States is the proliferation of nuclear weapons. Countries can acquire a
nuclear capability either through a direct weapons~only program or as an out-
growth of generating nuclear power for peaceful purposes. The United States has
cooperated with more than 40 other countries in the International Nuclear Fuel
Cycle Evaluation (INFCE) in a common effort to re-examine long~held assumptions
concerning fuel cycle activities and to promote attention to the risks of
weapons proliferation in the design of civil nuclear programs. We are also
seeking wider adherence to the Treaty on the Non-Proliferation of Nuclear
Weapons (NPT), working to strengthen the safeguards of the International Atomic
Energy Agency, promoting restraint in the development of certain types of
nuclear facilities, and engaging in continued consultations with other nuclear
suppliers regarding exports in sensitive cases. The upcoming NPT review confer-
ence in the fall of 1980 will provide an international forum for the discussion
of issues relevant to the implementation of the NPT, It remains the case,
however, that as long as bitter international issues persist, the danger of
nuclear weapons proliferation will continue.

Another recurrent and more familiar danger of worldwide proportions is that
domestic economic difficulties will drive nations to restrict imports, cause
disruptions in international trade and finance, and worsen the initial problems.
The rising price of energy and widespread inflation could cause another of
these vicious cycles. As one defense against this danger, we have succeeded,
with the completion of the Tokyo Round of the multilateral trade negotiations
(MIN), in producing agreements both on codes to reduce a broad range of non-
tariff obstacles to trade and on phased tariff reductions averaging 33 percent.
We have also taken a number of steps to come to grips directly with the oil
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problem. We have tried to sustain good international ties with the key oil-
producing countries. We have encouraged a more widespread production of oil so
as to reduce dependence on a few concentrated sources. We have agreed with the
other industrialized members of the International Energy Agency to cut back our
collective demand for oil by two million barrels a day below what it would
otherwise have been. We are striving, at the same time, to reduce our long~term
dependence on imported oil through the conservation of energy and the substitu-
tion of other fuels. However, as Secretary Vance has pointed out, "oil pro-
ducers must understand that there is a limit to what the economies of the oil
consuming nations, and the global economy, can sustain." Without that recogni~
tion, the danger of international economic disorder cculd almost equal in
severity the military threat from the Soviet Union.

Even without this added burden, we face a difficult task in trying to
provide for the basic needs of people and narrow the explosive disparity between
wealth and hunger. The food shortage facing developing countries, for example,
was 12 million tons in 1975. It could be 70-85 million tons by 1990, unless
productivity rises sharply. To help fill the gap, we have removed all restric-
tions on wheat production for next year, and over half our development aid is
now devoted to agriculture. Still greater efforts will be needed if a mass
tragedy is to be averted.

We have witnessed a measure of progress in the field of human rights during
the last year. Some nations have taken steps to restore legal protections and
democratic institutions. We have seen the inauguration of an Inter-American
Court of Human Rights; the Organization of African Unity (OAU) has made a
forceful call for the creation of regional human rights institutions in Africa;
and the U.N. Educational, Scientific and Cultural Organization (UNESCO) has
activated procedures for the protection of human rights. But even with these
improvements, violations of human rights persist. Despite the release of
Alexander Ginzburg and four fellow dissidents, the situation in the Soviet Union
remains a source of serious concern.

IV. REGIONAL DEVELOPMENTS

We are inclined in much of our thinking about the threats to national
security to focus on spectacular and nuclear-related events: the theft of
weapons, dire threats of destruction, surprise attacks out of the blue, swift
nuc lear vengeance. So far, however, history has been more mundane than our
imaginations. The dangers have proved more traditional and less apocalyptic.
Most of them have had local or regional origins.

A, Western Europe

There can be no doubt that Western Europe is of vital interest to
the United States. With an aggregate population of 260 million and a GNP of $2
trillion it is, cutside of North America, the greatest concentration of economic
power in the world. 1Its nations, like the United States, are democracies; most
of our people and our culture had their origins there. We have been involved in
European affairs since the foundation of the Republic; our two greatest wars
involved Europe. We are prepared, if necessary, to fight in defense of our
European allies again.
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Some of the dangers to non-Soviet Europe are of internal origin.
Noteworthy among them is the continuing dispute between Greece and Turkey which
has weakened NATO's southern flank. Economic distress in Portugal and Turkey
not only affects their contributions to the common defense; it also leaves them
vulnerable to political instability and subversion by anti-democratic elements.
Internal ditferences within Yugoslavia could jeopardize an orderly transition to
Marshal Tito's successor and create opportunities for external interference.
But the two greatest dangers originate outside Europe.

The first danger comes from the heavy European dependence on OPEC oil,
and the possibility that its supply could be disrupted. The second arises from
the massive Soviet military presence in Eastern Europe and from the numerous and
increasingly modern long-range theater nuclear delivery vehicles deployed in the
USSR itself, We and our allies have developed a variety of measures to deal
with the energy problem, including stockpiles and an agreement to share the
shortages 1in the event that the flow of oil is significantly reduced for any
substantial period of time. But whatever we do or fail to do on this score,
there is no obvious way that military power can substitute for conservation in
the use of energy or for the development of new fuels and new sources of exist-
ing fuels. Indeed, our ability to deal with the Soviet threat will depend in
part on our capability to conserve energy and diversify our sources of supply.
At the same time, we must recognize that the Soviet military presence is a
phenomenon with which our foreign policy can deal only if it is underwritten by
substantial military power.

We tend to think of the Soviet danger to Western Europe as emanating
primarily from its conventional military capabilities, and we have become
increasingly concerned, with the modernization of those capabilities, that they

might be used in sudden and massive attacks on Central Europe. Undoubtedly
these are legitimate concerns, but they do not encompass all the possibilities
by any means. The Soviets have developed and are now upgrading the nuclear
capabilities-~both theater and strategic~-that they orient toward Western
Europe. They have shown an increasing assertiveness on their northern flank.
And they must inevitably remain nervous about the course of eveants in Eastern
Europe. The greatest dangers to Europe, indeed, would arise less from sudden

and unprovoked attacks than from major East-West crises ignited by difficulties
in or near the Soviet orbit.

We have tried to improve relations with the Warsaw Pact nations
of Eastern Europe through expanded contacts, trade, institutional cooperation,
and exchanges of information. We now have consular agreements with all of the
East European countries except Czechoslovakia. Since the beginning of 1976, the
East Europeans have purchased over $2 billion worth of U.S. agricultural commo-

dities and nearly $1 *illion of U.S. manufactured goods. In 1978 we exported
about $l1.4 billion worth of goods to the region, and we now have most-favored-
nation trade relations with Poland, Romania, and Hungary. It would be useless

to pretend, however, that these measures by themselves can ameliorate discontent
in Eastern Europe, or that they will soften the propensity of the Soviets to
maintain maximum control over Eastern Europe. Resolution and visible military
capabilities, as well as expanded economic and other ties with Eastern Europe,
are essential if we are to cope effectively but peaceably with these dangers.
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To deal with the Soviet deployment of the SS-20 missile and the
BACKFIRE bomber, the Alliance established a High-Level Group (HLG) to review the
spectrum of deterrence and decide on the appropriate measures for modernizing

the allied nuclear deterrent., At the same time, a NATO Special Group on Arms
Control examined complementary proposals for arms limitations in this critical
area.

To maintain NATO's ability to execute its strategy of flexible
response and to respond to the threat created by the Soviet deployment of new,
more capable theater nuclear weapons (the $S~20 missile and the BACKFIRE
bomber), NATO Defense and Foreign Ministers decided in December, 1979, on two
major steps. The Alliance will proceed with the modernization of its long-
range theater nuclear forces (LRTNF) by deploying 108 PERSHING II missiles on
launchers and 464 Ground Launched Cruise Missiles (GLCMs) in selected Western
European countries starting in 1983. In connection with this modernization, the
United States will withdraw 1,000 nuclear warheads from its European stockpile.

In a parallel arms control approach, NATO Ministers endorsed U.S.-
Soviet negotiations involving long-range theater nuclear forces in the framework
of SALT III. They agreed that these negotiations should seek reductions in
Soviet LRINF (particularly the SS-20 missile), begin as soon as possible, be
carried out in close consultations with our NATO Allies, and be guided by the
following principles:

-- Any future limitations on U.S. systems principally designed for
theater missions should be accompanied by appropriate limitations
on Soviet theater systems.

-- Limitations on U.S. and Soviet long-range theater nuclear systems
should be negotiated bilaterally in the SALT III framework in a
step-by-step approach.

-- The immediate objective of these negotiations should be the
establishment of agreed limitations on U.S. and Soviet land-based
long-range theater nuclear missile systems.

-- Any agreed limitations on these systems must be consistent with
the principle of equality between the sides. Therefore, the
limitations should take the form of de jure equality both in
ceilings and in rights.

-- Any 