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FOREWORD

Looking back over my four years as Secretary of Defense reinforces my pride
both in the basic principles and in the many major accomplishments of the Carter
Administration in the field of national security. I also recognize how much
remains to be done. As I leave the unique perspective of this office, I look to
the future with confidence in the courses we have charted, the programs we have
initiated, and those we have brought into being. Yet, I rermain concerned about the
serious threats and problems that will continue to confront us.

Most satisfying of all is that for these four years our nation remained at
peace, despite the tensions ard turmoil that challenged our interests~-or threat-
ened to--at different times and different places. America is a strong nation, and
an important element of our overall strength is our disciplined restraint in the
application of the vast power we possess. No one group can claim preponderant
credit for this peace, but I note with satisfaction the important role of the
Department of Defense.

While no American troops were committed to combat in the last four years,
eight gallant men did lose their lives in what was the most intense and bitter
disappointment of my tenure-—the attempt to rescue our fellow Americans held
hostage in Iran. Our sorrow that this mission was unsuccessful is matched only by
our admiration for those eight and the others involved--all of whom served in the
highest traditions of this country.

A second general achievement of great significance--and many have had a
hand in it these past five years or so--is the forging of a historic and long-
overdue consensus for increasing our nation's military strength. The Vietnam War
and its aftermath were painful experiences for Americans, and not all of the
lessons we learned were salutary. We have come a long way since those days when
many Americans seemed to recoil from even the possession, let alone the use, of
military power. The American people have come to recognize the nature and the
dimensions of the threats we face--in particular the relentless 20-year growth in
Soviet military power--and they are progressively willing to bear the cost of a
necessary and proper response to those threats. The Fiscal Year 1982 Budget 1 am
presenting this month represents the sixth real increase in U.S. defense spending
in six years, and our long-term program calls for increases in each of the follow-
ing four years as well,

At the same time, we have had to cope with the way in which inflation, trig-
gered largely by escalating energy costs, has eroded the full effect of our signi-
ficant defense increases. In fact, inflation in the defense procurement sector has
run substantially higher--at Producer Price Index rates--than inflation in general.
This impact has required us to request supplemental appropriations, and it has
intensified competition between defense and other federal spending, which ought
instead to complement each other in strengthening our country. The net effect has
been to make coherent defense planning more difficult.

Given that our country faces severe economic difficulties, that there are
pressing non-defense claims on the budget, and that even the substantial defense
resources committed thus far and those projected for the future cannot procure
everything we might want or need, the long-standing obligation to make the wisest
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possible use of the public's money becomes ever more serious and difficult. If
we are not successful in meeting this responsibility, the fragile consensus for
increasing our military strength will dissipate. Thus, I would sound a note of

caution about so-called "quick fixes" in defense, which more often than not turn
out neither to be very quick nor to fix very much; they also risk diverting scarce
funds away from medium-term and long-term needs, thus leading decision-makers (in
the executive and the legislative branches) and the general public to believe that
the real problems have been solved, when in fact they have not.

Examining the past four years and the decade of the 1980s, one can list any
number of important national security issues. While I elaborate on most of these
in some detail in the Defense Report, a few should be highlighted here and put into
perspective. Oliver Wendell Holmes wrote: "I find the great thing in this world
is, not so much where we stand, as in what direction we are moving." In the com—
plex world of defense needs and defense programs, where weapon systems are often
eight to ten years in development, rare is the major program that can be begun and
completed in a four-year period. But the direction in which we move over four
years can have important consequences for the future.

Strategic Forces. As one of our first orders of business after taking office,
we surveyed the Soviet strategic threat, at that time undergoing full-scale modern-
ization, and estimated where it was going. We then undertook a systematic program
to strengthen deterrence and to promote nuclear stability by refining our strategic
doctrine, modernizing the triad, and pursuing arms control.

For many years, our strategic doctrine had not been explicitly refined and
codified to incorporate the effects of evolving elements of Soviet thinking or of
the most modern Soviet strategic capabilities. Today, after several years of
serious analysis and effort, we have a doctrine--our countervailing strategy--that
is clear, flexible, and non-provocative, so as to provide deterrence across the
full range of possible Soviet nuclear threats.

Survivability is the hallmark of our strategic modernization programs, for
survivable retaliatory forces are the essence of deterrence. We recognized early
the effect of what had long been predicted--that fixed ICBM silos, such as those
for our Minuteman missiles, were becoming progressively vulnerable to increasingly
accurate ICBM warheads. We intensified our efforts to develop a feasible, surviv-
able, and (for arms control purposes) verifiable basing scheme for the proposed new
MX ICBM. After considering a variety of MX basing schemes--as well as proposals
using MINUTEMAN missiles, missiles in aircraft, and new types of submarine mis-
siles--we adopted a solution whose implementation will provide a survivable and
militarily effective U.S. ICBM force for the future. This course is more difficult
than deploying more powerful yet still vulnerable ICBMs or than relying only on
ballistic missile submarines and bombers. However, it is worth the effort, because
it contributes greatly to strategic stability, and the deployment mode is in my
view superior to all of the alternative MX basing ideas that have been discussed.

In 1977 we also faced a fundamental decision on how to modernize our strategic
bomber force. One choice was to build a new penetrating bomber, the B-l; the other
was to develop a new, technologically sophisticated weapon, the air-launched cruise
missile (ALCM). Our assessment at the time, that the B-1 would be vulnerable to
upgraded Soviet air defenses later in the decade, has in my judgment been borne out
since by the relevant analysis and subsequent intelligence data. We chose instead
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to proceed with the ALCM, 20 of which can be carried on a single B-52 that itself
would not have to penetrate Soviet air defenses. In effect, the ALCM forces the
Soviets to deal with a larger number of targets with small radar and other signa-
tures as opposed to a few bombers that are much more detectable and much less
survivable. The ALCM, which combines several of our most advanced technologies,
is difficult to detect, to track, or to destroy-—even by modern Soviet radars and
missiles. This was one of our soundest and most cost-effective, though most
argued, decisions. In less than four years, we have completed the competitive
full-scale development of ALCM and have brought it into serial production. The
first operational ALCM will go on alert in 1981, and a full squadron of B-52s will
be equipped with ALCMs by 1982. We also continue to look at future penetrating
bomber alternatives, both as a hedge to ALCM and as a possible replacement for
the B-52's various uses.

As for what is now surely the most survivable element of the triad, our
ballistic missile submarine force, we have made solid progress with two major
programs to enhance its survivability even further. First, the longer-range
Trident I missile, which has been backfitted on six of our Poseidon submarines and
will be on six more, multiplies roughly tenfold the amount of ocean in which
submarines carrying it can hide yet s ill strike their assigned targets. Second,
the larger but quieter Trident submarine will give us a modern ballistic missile
submarine force well into the 2lst century.

Strategic communications, command, and control has been a key focus of recent
efforts and needs to be strengthened in the future; it is the central nervous
system of our nuclear deterrent.

The SALT II Treaty stands both as one of our most substantial contributions
and, in the failure to complete the ratification process, as one of our most
significant disappointments. From the standpoint of national security, the
Treaty is solid--it limits the Soviet threat, makes it more predictable, ensures
that any violation could be detected before our security is threatened, protects
necessary U.S. programs, yet precludes the vast expenditures an unconstrained
strategic competition would necessitate and which would divert scarce resources
from other priorities. It is of major importance to our security interests that we
retain the SALT II limits on Soviet strategic forces. But, whatever the outcome of
the current impasse, one of the continuing and most critical national security
challenges of the 1980s will be to find a way to sustain the process of strategic
arms control--in our country where effective politics often aborts effective
policy, and in a world where the actions of the Soviets often threaten the polit-
ical viability of the entire arms control process.

NATO. Regarding our most historic and most successful alliance, we have
sought—-—with a large measure of success-~to mold an effective response to the con-
tinuing military challenge posed by the Warsaw Pact and--with somewhat less suc-
cess--to encourage our allies to assume a larger share of the common defense effort.
The record these past four years has been one of considerable progress. Successive
NATO summits in 1977 and 1978 led to approval of a comprehensive Long-Term Defense
Program covering 10 critical areas of conventional military needs and--in order to
approach the necessary funding-—a commitment to increasing national defense expend-
itures by three percent above inflation. In the area of theater nuclear weapons,
the Alliance decided in December of 1979 to modernize long-range theater nuclear
forces (LRINF), while pursuing arms limitations on U.S. and Soviet LRINF.




For our part, we are more than meeting the three percent commitment. Also, we
have begun working with the Allies to increase the efficiency of our defense effort
by the collaborative development and production of weapons. During the past year,
we started joint development of three new weapon systems and joint production of
four others. Moreover, an innovative Rapid Reinforcement program, based on prepo-
sitioning equipment for the troops who would be flown over to Europe, is strength-
ening our ability to cope with a Warsaw Pact blitz attack. With our program of
prepositioning equipment and supplies in Europe, we can today support four U.S.
divisions in Europe, and by the mid-1980s, we will be able to move six divisions to
Europe within 10 .days. Also, in return for U.S. rapid reinforcement, we are
arranging for the Allies to provide much greater peacetime and wartime support for
U.S. troops in Europe, thereby ultimately saving us billions in peacetime costs.

Yet, despite all this progress, I leave office concerned that we and our
Allies are not yet fully facing up to a well-documented Warsaw Pact military
build-up. Even at a time of new threats to Western Europe's (and our and Japan's)
oil lifeline to the Middle East and the Persian Gulf, many of our allies appear
either untroubled by the threats or unwilling to assume their share of the common
defense burden. During the years in which Western Europe was being rebuilt (in no
small measure with U.S. help) and during the era of unquestioned U.S. strategic
superiority, the American people always willingly assumed the great bulk of the
burden of European defense.

Today, when the common threats are larger, the aggregate economic strength of
our NATO and Japanese allies--in spite of the severe common scourges of inflation
and unemployment--has become immense (in terms of GNP, Western Europe exceeds the
United States, and Japan alone equals about one-third of our GNP). And as the
American people are asked to spend more on defense, they--and their elected repre-
sentatives--will surely demand a more equitable division of labor with the Allies.
They will not long tolerate a situation in which the security of our allies is
assumed to be more important--and thus allowed to be more costly--to Americans than
it is to our allies themselves, a situation in which U.S. defense budgets (already
consuming a larger percentage of GNP than in the case of any other NATO ally and
five times that of Japan) are growing faster than those of any other member of the
NATO Alliance.

The United States cannot make all the decisions about the common defense
alone any more than we can shoulder its burdens alone. We live in an era of
interdependence. Therefore, the United States has pursued since World War II a
collective security policy--and a coalition strategy--based on a proper division
of labor between our allies and us. How to achieve this division of labor, and
how to make our combined efforts more efficient, have been in the forefront of my
concerns as Secretary of Defenge. QOur allies must increase their share of the
total (and growing) burden. At the same time, it is disturbing to me that while
NATO spends as much on defense as the Warsaw Pact, we are behind in so many impor-
tant categories. Differential personnel costs are a significant factor, but even
more so are the enormous inefficiencies and duplication of effort among allies. We
have made a good start at coping with this problem, but mutual security dictates
that much more be done.

As 1 look ahead into the 1980s, I am convinced that if we are to continue to
be successful in winning the support of the American people for necessary increases
in defense spending, we will have to be considerably more successful than we have




been so far in persuading the Europeans, the Japanese, and our other allies and
friends as well, to shoulder their fair share. If the allies don't do their share,
our mutual interests will be jeopardized. This, in my opinion, is one of the most
important and the most difficult security problems facing the United States and our
allies and friends in the years ahead.

Persian Gulf-Indian Ocean. My tour in office coincided with the emergence of
a major new area of defense concern. The upheaval in Iran, the Soviet invasion of
Afghanistan, and the Iran-Iraq war have focused attention on the Western need to
deter, or cope with, not only indigenous instability, but also Soviet adventurism
and expansionism in those areas, political or military. That task in itself
demands more of the common defense. A new awareness of the dependence of indus-
trialized democracies on Southwest Asian sources of oil and of the vulnerability of
our oil lifeline to this region has led us to intensify our efforts to develop
Rapid Deployment Forces (RDF), able to move quickly and effectively to meet threats
to our vital interests anywhere in the world. We have made considerable progress,
relatively quickly, in developing a military capability to defend this vita) life-
line. However, we must do-—and spend--a great deal more. And for many reasons,
the United States among the allies will have to bear the brunt of this particular
burden; no one else can.

That brings us back to a proper division of labor between the United States
and its allies. The threat to Southwest Asia poses the issue anew: the United
States 1is doing more to meet common threats there by prepositioning supplies,
strengthening our naval presence, enhancing airlift and sealift, developing plans,
and exercising tailored packages of military capahbilities. As we do sc, recoug-
nizing that only a few of our European and Asian allies can contribute in a major
way directly to the defense of Southwest Asia itself, how much more have they done
to meet common threats at home? The answer is, sadly, not enough. European and
Japanese dependence on Persian Gulf-Southwest Asian oil dwarfs that of the United
States, yet we have assumed the overwhelming bulk of the renewed effort to defend
the flow of oil. And it is an expensive undertaking: we estimate a $17.4 billion
price tag over Fiscal Years 1982-1986 for our RDF programs, most of which are
directed towards Southwest Asia. Japan, with its almost total dependence on
impcrted oil, with its vibrant economy and its proven technological performance,
simply must do more to meet defense needs at home to help compensate for the
intensive and expensive U.S. effort in Southwest Asia, on Japan's behalf as well as
our own. I have long sought to make this clear to our Japanese allies. And the
same logic applies to our European allies.

The problems of oil and security will not soon fade away, nor will the problem
of implementing a fair division of labor to meet the threats to our access to oil.

* * *

In addition to our strategic, NATO, and Rapid Deployment Forces, three other
issues warrant highlighting in a retrospective and prospective review of America's
security--readiness, manpower, and technology.

Readiness, along with sustainability, is a component of military capability

that generally receives less attention than force structure and modernization, and
thus usually ends up being underfunded. Part of the problem is that, to a large
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extent, readiness consists of the less glamorous nuts and bolts (spare parts,
maintenance, training). It therefore lacks a "constituency" for its needs (though
there is no lack of complainants about its deficiencies)~-in the Services, in the
executive branch, in the Congress--everywhere except with the troops in the field
and their immediate commanders. Less glamorous though it may be, readiness--our
ability to go to war quickly if need be--is vital to our overall military capa-
bility.

As a nation, we were late in addressing readiness, in part because of the
severe demands for force structure improvements and modernization in the immediate
aftermath of the Vietnam War. By the mid-to-late 1970s, readiness could no longer
remain a back-burner matter. We have made significant progress in improving ic.

For example, in 1976, the Navy had 68 ships awaiting overhaul; today there are
fewer than 20. In FY 1982, we plan to spend two and one-half times as much on
aircraft spare parts as we did in FY 1980. The standards for our readiness ratings
have been raised. Army basic training has been lengthened by one week, the Army's
National Training Center will open this year, the Air Force's 'Red Flag" combat
sim:lation training has increased, and the Navy has introduced a new and effecrive
program for training at sea.

We are ready today, but much more needs to be done. One of the difficult
challenges for defense leaders in the 1980s will be to develop--in the Services, in
the civilian leadership in the executive branch, and in the Congress--an effective
constituency for readiness. All too often in the past, we have started a budget
cycle with readiness items high on the list, but as the budget evolved and the
resource limitations took their toll, one by one readiness items were squeezed out
by new weapon programs or other more glamorous proposals. We must find bztter ways
to ensure that our resource allocations reflect the hard reality that spare parts
for existing equipment are in many ways as important as—-or even more important
than--new, more advanced equipment.

Manpower. Our most severe readiness problem is shortage of personnel, in
particular, of senior enlisted personnel--the sergeants and petty officers who
provide the experience, the leadership, and the training to mold new recruits into
an effective fighting force. Unfortunately, we are continuing to experience a
major exodus of these invaluable soldiers, sailors, airmen, and marines. Replacing
them will take years and sizable sums of money to train and to prepare others to
succeed them., This loss is due in large measure to low pay and benefits, compared
with the civilian economy. Since 1974, the gap between military and civilian
compensation has been steadily widening. This year, it will narrow--thanks to the
President's Fair Benefits Package, the Nunn-Warner Amendment, and the 1ll.7 percent
pay raise. 1 predict we will see positive results, as far as retention is con-
cerned, in the near future. But we must not allow the gap to widen again. Our men
and women in uniform are competent, dedicated professionals who serve because they
want to. They do not join the military to get rich, but they want--and deserve--a
standard of liviag commensurate with that of the society they are sworn to serve
and defend.

Nor, I might add, can we afford to reduce civilian manpower in the Department

of Defense if this means that scarce military personnel must perform work that
civilians can do as well and more cheaply. Indeed, we need to reverse that trend.
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The difficult question of the All Volunteer Force versus conscription also
deserves mention., Almost a decade ago, this country decided that its military

would consist only of volunteers, not draftees. In my judgment, the All Volunteer
Force--though, like the Selective Service military, not without its problems--has
worked well. The large pool of eligible young meu and women has enabled the

Services to recruit enough competent and willing individuals to meet our manpower
requirements. But as I look ahead and sce the cohort of 18-year-old males shrink-
ing, 1 foresee serious questions during the mid-1980s about continuing an all
volunteer force. By that time we may well have to consider either a military draft
or a broader national service system to augment the volunteer recruits.

Technology. Our prowess in technology has been and will continue to be one of
our country's greatest assets, and its application to military capabilities is of
critical importance to our national security. We pursue these military applica-
tions partly because we do it very well, but even more because, as Professor
Morgenthau wrote in Politics Among Nations, '"The fate of nations and of civiliza-
tions has often been determined by a differential in the technology of warfare for
which the inferior side was unable to compensate in other ways."

Technology can make a difference. The ALCM, as I indicated earlier, poses a
successful challenge to the best Soviet air defenses. Our quiet ballistic missile
submarines confound the Soviets' limited anti-submarine warfare capabilities. Our
F-15 1is the world's finest air-to~air combat aircraft--nothing in the Soviet
inventory can rival it. The low observable technologies we have been pursuing will
add a unique dimension to our tactical forces and promise increased confidence in
the strategic retaliatory capability of the United States.

All advanced technology development--civilian or military--is a long-term
process, an investment in the future. The criterion is not whether that technology
pays a dividend today. Let me elaborate on this point, using low observable
technology as an example.

Since World War II, aircraft designers have experimented with ideas for low
observable (stealth) aircraft that would defeat radars by making the aircraft
practically 1invisible to them. While stealth aircraft have been pursued for
decades, there have been significant technical problems through the years in
designing an aircraft that would be sufficiently 1invisible under a variety of
conditions. Nonetheless, enormous strides have been made in low observable tech-
nology. In the mid-1970s, we effectively applied such technology to the first
generation of cruise missiles that then began their development and now are being
deployed.

By 1977, it became clear that this technology could be made considerably
more effective and could be applied to many types of vehicles. We concluded that
it was possible to build aircraft so difficult to detect that they could not be
successfully engaged by any existing air defense systems. Recognizing the great
significance of this technology, we made roughly a ten-fold increase in our invest-
ment in it, and we initiated a number of very high priority programs to exploit it
in military systems. Stealth technology may w2ll be the most significant military
development of this decade.




Another set of high technology applications that holds great promise is the
application of large-scale integrated circuitry to precision-guided munitions.
These will have increased importance in anti-tank and close support furctions on
the battlefield. They will also affect air-to-air combat, airfield interdiction,
and the survivability of surface ships. We are pursuing both the fundamental
technology that underlies these capabilities, as well as specific weapons applica-
tions.

Technology can be a force multiplier, a resource that can be used to help
offset numerical advantages of an adversary. Superior technology 1is one very
effective way to balance military capabilities other than by matching an adversary
tank-for-tank or soldier-for-soldier. Other tools that combine with technology to
this end include doctrine, tactics, and training. Even with the most sophisticated
weapon systems, however, we cannot allow the numerical disparities between us and
the Soviets to widen further. Thus, we continue to plan our forces on the basis of
a "high~low" mix of high performance, high technology systems with less compli-
cated, less expensive systems.

* * *

As to each of these major geographical and/or functional areas~-NATO and
Northeast Asia, Rapid Deployment Forces, oil and security, a Southwest Asia secu-
rity framework, readiness, manpower, and technology--we have, I am convinc.d, becn
moving in the right direction. To maintain this momentum, steady, sustained, and
‘ significant increases in defense spending are required. We must steer a careful
| course between two dangers. One is an alarmist reaction to the threats we face;
! that reaction would be politically and fiscally unsustainable. The other is a
i failure to respond to the unrelenting growth of Soviet power; such a failure would
gravely jeopardize the security of our nation.

Perhaps equally dangerous would be the misguided belief that augmented U.S.
military power will solve all of our international problems. No measure of mili-
tary power can restore the world to an earlier time or avoid the tensions and
rivalries that mark international politics in the latter decades of the twentieth
century.

Military power, no matter how great, has important limitations in preserving
U.S. interests in a complex world of intertwined political, military, and economic
relationships. The other instruments of national policy--economic, political, and
diplomatic—--must also be skillfully used if we are to navigate the dangerous waters
of the 1980's~-as we have been doing, for example, in East Asia. But an cqually
’ important lesson is that, in the absence of adequate military capability on the
part of the United States and joint military planning and programs with our allies,
the confluence of several factors that have been developing for two decades--Soviet
military power, the dependence of the industrialized nations on Southwest Asian
oil, and the growing instability in the developing countries--will combine to make
the world of the 1980's more dangerous than any we have yet known.

At the same time, balance is called for in our federal budgets: as the
first man to hold this office wrote in the First Report of the Secretary of Defense
in 1948, “One of the great problems from which the Military Establishment cannot




divorce itself is the complex one of securing proper balance between military
necessities and national solvency." And on the next level, we must also main-
tain a proper balance within the defense budget among the competing claims of the
various military Services and among the always incompletely fulfilled demands of
force structure, modernization, readiness, and sustainability. Defense management
is at bottom a matter of making hard choices and enforcing rigorous priorities
among these competing demands for resources whose total is always less than we
would wish to have,

[/ These past four years have been both challenging and rewarding. Although
much remains to be done, much has been achieved. Credit for this progress should
be shared among the talented and dedicated men and women--civiliar and military
alike--of the Department of Defense, our colleagues in the other national security
agencies, and the members of Congress and the American people who have supported
us. I depart with confidence that our successors will build vigorously and effec-
tively upon this foundation. The security of our nation—-and of our allies and
friends--demands no less.
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CHAPTER !

INTRODUCTION

1

As in the past, I welcome the opportunity to present to the Congress my annual
report--in this case, it is my final one--"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," as directed by
Section 812 of the Department of Defense Appropriation Authorization Act of 1976.
We have coordinated this report closely with the Department of State, ad Secretary
Muskie has indicated that he considers it to be responsive to these provisions.

In Section I of this Report, I will outline basic U.S. interests in the world
and the challenges to them (Chapter 2); our national security policy and our
regional policies (Chapter 3); our policies for: strategic nuclear forces (Chapter
4), forces for NATO (Chapter 5), and forces for non-NATO contingencies (Chapter 6);
and our policies for the support of these forces, i.e., readiness and sustainabil-
ity (Chapter 7). In Section II, I will present our defense programs in 15 areas,
as well as our FY 1982 budget, which are designed to implement these policies.gNLE\\\
this first Chapter, I will summarize our policies and our budget proposals,

1. DEFENSE POLICY

A. U.S. Interests and the Challenges We Face

The military forces of the United States serve to deter or, if necessary,
to defend against any attack on our country or on our vital interests elsewhere.
During the decade of the 1980s, our central interests include but go beyond mili-
tary security:

-- to maintain our security and that of our allies and friends;

--  to manage East-West relations;

-- to meet the, global challenges of economics and energy;

-- to resolve regional disputes by peaceful means;

-~ to build positive bilateral relations;

- to continue our commitment to human rights; and i

-- to address other critical global issues such as over-population and
world hunger.

The 1980s are marked by serious challenges to these central interests,
both on a global scale and in specific regions of the world. The most visible and
in many ways the most dangerous of these challenges is that posed by the continuing 3




and massive growth in the military power of the Soviet Union and by the demon-
strated Soviet willingness to apply that power politically and militarily, both
around the Soviet periphery and more recently at a distance. By any reasonable
measure, the Soviet military effort is larger than ours (by 30-50 percent in Lerms
of cost); it has been increasing steadily at four to five percent a year for 20
years; and it absorbs a share of their national resources more than twice as large
as the U.S. military effort does of ours. It would be unwise, to say the least, to
assume that this pattern of Soviet military growth will not continue throughout
most or all of the coming decade. To date, this massive effort has brought the
Soviets from inferiority to essential equivalence in strategic nuclear forces, has
strengthened in a major way the theater nuclear and conventional capabilities of
the Warsaw Pact both quantitatively and qualitatively, and has given new power and
reach to their naval and other force projection capabilities.

Other serious challenges--sometimes exploited but not always caused
by the Soviets--also confront us: our dependence on imported resources and the
vulnerability of our access to them, indigenous instability in key regions of U.S,
interest, and the prospect of proliferation of nuclear weapons to countries that do
not now have them.

B. National Security Policy

In developing the security policies and the military forces to protect
our interests from these and other challenges, we incorporate five general, under-
lying objectives and requirements:

-~ build greater military strength -- we must continue the pattern,
begun five years ago, of steady and sustained increases 1in defense spending as an
index of increased efforts to build that strength;

-~ revitalize collective security =-- we must persuade our allies to
assume their fair share of the total, common, and growing burden of defense;

-~ employ flexibility -- we must be able to respond to threats both
within the NATO theater and outside it, including particularly the Southwest
Asia-Persian Gulf~Indian Ocean areas and the Northeast Asia area;

~-  pursue arms control -- we should use such equitable and verifiable
agreements as can be negotiated, to reduce the military threats arrayed against us
and to enhance stability; and

-- exploit U.S. advantages -- we must take advantage of our geography,
the inherent appeal and strength of our political and economic system, the contri-
butions of our allies, and our technological process.

The three highest planning priorities in our national military strategy
are to deter nuclear war; to deter or defeat any attack on us or on our European,
Pacific, and other allies; and to deter or defeat any other attack on our vital
interests.

In Europe, in order to maintain and strengthen deterrence, we must
increase the conventional and theater nuclear military capabilities of NATO,
improve efficiency within and among member states, and at the same time, pursue
both conventional and theater nuclear arms control. In the Middle East-Persian
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Gulf-Southwest Asia area, we seek to strengthen the regional security framework
with the participation of local friendly nations, ourselves, and our other allies
and friends who share our interests in that part of the world. 1In East Asia and
the Pacific, we will work with our traditional allies to strengthen regional
security by increasing allied military capabilities, especially in light of the
challenges posed by the Soviets, the North Koreans, and others; simultaneously, we
will pursue our emerging relationships with the People's Republic of China. In
Latin America, we seek to enhance regional capabilities to deter further overt or
covert Soviet/Cuban military activities and to protect our sea lines of communi-
cation. In Africa, our objectives are to protect our interests there, to promote
stability in the continent and the independence of its nations, and to diminish
Soviet and Cuban influence.

c. Policy for Strategic Nuclear Forces

Deterring nuclear war involves our strategic doctrine and plans, the
forces themselves, and the process of strategic arms control.

During 1980, President Carter signed Presidential Directive No. 59,
culminating two years of work by this Administration and codifying our evolving
strategic doctrine, known as the countervailing strategy. This strategy makes
clear to the Soviets that no course of aggression by them that led to the use of
nuclear weapons--on any scale and at any stage in the conflict--could lead to their
victory by any reasonable defirition of victory. In addition to providing the
ability to devastate the full target system of the Soviet Union, the countervailing
strategy gives the President a wide range of options, including more selective,
lesser retaliatory attacks that would exact a prohibitively high price from the
things the Soviet leadership values most--the economic base needed particularly
to sustain war, nuclear and conventional military forces, and the political and
military controls that sustain the regime.

To meet the continuing challenge of Soviet strategic forces, we are
modernizing all three legs of our strategic nuclear triad. Survivability is the
hallmark of our modernization programs. The MX missile with its mobile basing mode
is designed to--and will in the latter half of this decade--reduce ICBM vulner-
ability. The TRIDENT C-4 missile and TRIDENT submarine programs will render our
ballistic missile submarine force both more powerful and even more survivable than
it is today. Approximately one-half of our B-52 bomber force will be equipped with
long-range, air-launched cruise missiles that will thwart the Soviet goal of
upgrading their air defense system,

As for the overall strategic balance, it is my judgment that the United
States and the Soviet Union remain essentially equivalent, but that our planned
modernization programs are imperative if we are to preserve this rough balance for
the remainder of the decade. One other factor contributing to the balance, or more
precisely to our ability to maintain the balance, is strategic arms control. I
remain convinced that the SALT II Treaty, as signed by President Carter in June
1979, serves our national security interests, and that the kinds of limitations it
would place on Soviet strategic programs need to be retained, to make it easier and
less expensive for us to maintain essential equivalence in the future.




D. Policy for NATO Forces

The military and political challenges confronting NATO demand a strong
and coherent Alliance response. If deterrence is to be effective in the future,
members of NATO simply must spend more on defense to balance the quantitative and
qualitative improvements the Soviets have made in Warsaw Pact capabilities.

Together with our Allies, we are making progress on both aspects of
the December 1979 NATO decision on long-range theater nuclear forces (LRTNF):
wodernization with the PERSHING II and the ground-launched cruise missile (GLCM),
and U.S.-Soviet efforts to negotiate mutual limits on LRTINF. As we proceed on both
aspects, we must make clear to the Soviets that the NATO commitment to LRTINF is

] solid, and that only concrete achievements in TNF arms control can affect the
levels of deployment planned.

The implications of the Pact conventional build-up are clear and unavoid-
able: the Allies must achieve NATO's force goals, follow through on the Long-Term
Defense Program, and meet the goal of three percent increases in defense spending.
The changed strategic situation we face gives new urgency to these already-agreed
Alliance commitments. Further, as the United States invests more heavily in capa-
bilities to project military power to defend shared interests in Southwest Asia
(while continuing to carry the predominant share of strategic deterrence and INF),
a reallocation of labor among NATO nations, in particular the European members'
willingness to contribute more to shared security commitments in Europe, takes on
new significance. }

E. Policy for Non-NATO Forces

Two categories merit special attention: our Rapid Deployment Forces and
our forces in East Asia and the Pacific.

Recent events have emphasized the need for the United States to be able
to deploy and employ military forces quickly and effectively in parts of the world
far distant from our shores, yet of vital interest to us, as well as to our allies
and friends. This is the mission of our Rapid Deployment Forces. Any strategy to
defend access to Persian Gulf oil must involve strengthening the ability of indige-
nous forces to resist outside aggression, enhancing U.S. capabilities to respond
quickly and effectively, and persuading our European and Asian allies to do more
for defense at home to compensate for our expensive commitment to Rapid Deployment
Forces. For us, this involves, among other steps: strengthening our naval pres-—
ence near Southwest Asia; prepositioning equipment and supplies there; augmenting
our airlift and fast sealift capabilities; obtaining emergency access to airfield
and port facilities in the region; and designing and exercising flexible forces to
meet a wide variety of contingencies. :

In East Asia and the Pacific, our policy is to continue and to enhance
our cooperative security relationships with our traditional allies and friends,
encouraging them, especially the Japanese, to make steady and significant increases
in their own defense efforts. At the same time, we seek to widen and deepen our
military contacts with the People's Republic of China, in the context of the
overall normalization of U.S.-Chinese relations.
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F. Policy for Readiness and Sustainability

The United States military must be adequately manned, highly rained,
fully equipped, and properly maintained. Our forces must be ready for deployment
to any potential combat theater and must possess the staying power necessary to
defeat any adversary. We do not yet have all the capability we would like, and in
some specific cases, not all that we might conceivably need. But, we have made
significant advances and are applying major resources to correct problems in each
of four critical elements of readiness and sustainability--manpower, materiel,
mobility, and mobilization.

The men and women of our Armed Forces are the most essential of our
national security assets. The compensation and benefits packages enacted by the
Congress and signed by President Carter will assist greatly both in retaining
experienced perSonnel in critical skills and in attracting high-quality men and
women for the All Volunteer Force. We have also invested heavily in more and
better training, both here and overseas, and have improved the management of our
military and civilian work force.

The peacetime materiel f%adiness and wartime combat sustainability of
our forces must be sufficient to implement our strategic objectives and plans. In
pursuit of this goal, we are focusing our efforts on reducing current backlogs in
depot repair of weapon systems and components and on increasing our supply of
spare parts, munitions, equipment, and combat-essential consumables.

Mobility for our forces is essential, because we cannot hope to maintain
adequate forces on-site everywhere in the world where our interests may be threat-
ened. By prepositioning supplies and equipment overseas, and by increasing our
airlift and fast sealift capabilities, we will enhance our ability to respond to
simultaneous contingencies both in Europe and in non-European theaters.

Mobilization is the process by which the nation makes the transition
from peace to war. Mobilization of the nation's resources is an enormous under-
taking, involving thousands of concurrent activities within the Defense Department,
other federal agencies, and the private sector. In particular, we must be able to
call up, train, and deploy potentially large numbers of people on what may be very
short notice. Although I am encouraged by our progress to date, much remains to be
done. The results of a series of recently conducted mobilization exercises will
guide us in this continuing effort.

The FY 1982 Budget and the FY 1982-1986 Five-Year Defense Program spell
out the resources needed to implement these and our other defense policies.
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II. THE DEFENSE BUDGET

The President has formally submitted the Defense Budget for FY 1982 and the
budget estimates for the years 1983 through 1986. The overarching themes in this
year's submissions are steady growth and balance. The budget clearly recognizes
four major national security objectives: maintenance of essential strategic
equivalence, the defense of NATO, the ability to cope with contingencies in remote
areas of the world, and improving the readiness of our forces.

A. Summary of the FY 1982 Defense Budget

The Defense program for FY 1982 consists of a Total Obligational Author-
ity (TOA) of $196.4 billion, a Budget Authority (BA) of $195.7 billion, and
expected outlays of $180.0 billion. TOA for FY 1982 will be 5.3 percent higher and
outlays will be 4.4 percent higher, in real terms, than for FY 198l. Detailed
‘ budget comparisons in both current and constant dollars are outlined in Section II,
Chapter 16 of this Report.

Of the total $196.4 billion in the FY 1982 budget, $83.2 billion or 42
percent of the defense budget, is allocated to the pay of people. The remaining
$113.2 billion is then in principle available for programs to maintain and enhance
the readiness, sustainability, and modernization of our military forces. Realis-
tically, however, prior contracts, Congressional mandates, and other constraints
preclude reallocation of a larger share of the budget. In essence, approximately
80 percent of the annual defense budget is already allocated.

Nonetheless, the FY 1982 budget request does reflect a significant
increase in resources related to near—-term readiness. These include funds to
improve maintenance, stock levels of spare parts, quality of life for our people,
and to correct other materiel and personnel deficiencies that jeopardize our

' ability to meet deployment schedules or planned wartime activity rates.

In one area, aircraft spares, we are requesting for all Services about
$1.3 billion more in the FY 1982 request——for a total that is two and one-half
times what we spent in FY 1980. We are also emphasizing funds to improve the
quality of life of our people. As a result of the President's Fair Benefits
Package and other initiatives in the FY 1981 and 1982 budgets, we can expect
military pay to become more nearly comparable to civilian pay in the next year.

Approximately 62 percent of the FY 1982 Defense Budget--excluding retired
pay, which is now nearly 8.7 percent of all defense costs—-must be allocated to the
operation of the current force structure. The remaining 38 percent constitutes our
main investment in future capability, as well as the cost of keeping the current
force structure up-to-date. The trends in allocation of our defense spending are
shown in Chart 1-1.
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