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STATEMENT OF SECRETARY OF DEFENSE ROBERT S, McNAMARA
BEFORE THE HOUSE ARMED SERVICES COMMITTEE
OF THE FISCAL YEAR 196§-7§ DEFENSE PROGRAM AKD 196 DEFERSE BUDGET

Mr. Chairman and Members of the Committiee:

Ve are here today to present our Defense program projections for the
next five years and our budget proposals for the caming fiscal year.
My prepared statement is arranged essentially in the same manner as last
year. Attached to each copy is a set of related tables which you may wish
to follow as we proceed through the discussion. As bas been my practice
in the past, I will attempt to call your attention to the more important
progrem changes vhich bhave occurred since last year, particularly those
relating to our effort in Southeast Asia. In order to provide in cone
place a complete discussion of the Southeast Asila situation as it affects
the overall defense program, I have treated the FY 1966 Supplemental as
an integral part of this statement even though this entails some duplication
of the content of my earlier statement on that Supplemental. Other Defense
Department witnesses will present the details of our financlal requirements
for FY 1967 later in these hearings.

There is one important change in the coverage of the Defense program
and budget this year which deserves particwlar mention. We have included
in both the FY 1966 supplementals and the FY 1967 budgets of the military
departments the requirements Qpr the support of the South Vietnamese
Armed Forces and other Free World Military Assistance forces engaged in
that country. These requirements have heretofore been financed in the
Military Assistance Program. However, now tbat large U.S. forces and
other Free World Military Assistance forces (e.g. Korean) have joined in
the defense of South Vietnam, the maintenance of separate financial and
logistic systems for U.S. and Military Assistance forces is proving to be
entirely too cumbersome, time-consuming and inefficient. The same problem
wes encountered at the outset of the Korean War. It was solved, then, by
programuing, budgeting and funding for all requirements under "military
functions” appropriations and providing a consolidated financial and
supply system for the support of U.S., Korean, and other friendly forces
engaged in that effort. This arrangement gave the fleld commanders maxi-
mum flexibility in the allocation of available resources and improved the
support of forces employed.

We are proposing essentlally the same soluticon for the problems
now belng encountered in South Vietnam. By shifting responsibility and
funding to the military departments, we will be able to achieve:

a. Increased efficiency resulting from the elimination of
parallel supply pipelines to Vietnam and stockages of materiel
within Vietnam; the consolidation of programming, budgeting,and



funding for materiel and services required by U,.S., and Military
Aselgtance forces; and the elimination of detailed accounting and
reporting for materiel and services furnished to Military Assistance
forces. ’

b. Increased supply effectivenees resulting frem greater
flexibility in the use of materiel rescurces available to the
thegter copmaender,

Under the proposed arvangement, all unexpended balances of FY 1966
and prior year Military Assistence funds for South Vietnam would be
transferred to and merged with the accounts of the military departments,
end all additional funds required for the support of the forces of
South Vietnsm and other Free World Military Assistance forces in that
country would be authorized for and appropriated to the accounts of the
militery departments, The remalnder of the Military Assistance Program
would be legislated separately.

Again, T would like to remind you that I will be discussing costs
in terms of "Total Obligational Authority" (TCA), i.e., the full cost
of an annual increment of a program regardless of the year in which
the funds sre authorized, appropristed or expended. These costs will
differ in many cases from the amounts regquested for new authorization
end appropriation, especially in the procurement accounts where certain
prior year funds are availsble to finance FY 1967 programs. Moreover,
much of my discussion will deal with the total cost of the program,
including the directly sttributeble costs of military personnel, operstion
and maintenance, as well as procurement, research and development and
military construction.



A. APPROACH TO THE FY 1967-T1 PROGRAM AND THE FY 1966~ 67 BUDGETS

As I bave noted in previous appearances before this Committee,
President Kennedy gave me two general instru.tions when I took office
in January 1961:

1. Develop the military force structure necessary to
support our foreign policy without regard to arbitrary budget
cellings.

2. Procure and operate this force at the lowest possible
cost,

During the entire five years of my tenure as Secretary of Defense,
I have been guided by these two basic principles. Throughout that perisd
I have insisted that our military strategy and plans should be related
to the threat, that the forces to be acquired and maintained should be
related to the strategy and the plans, and that the forces should be
adequately supported, not only with men, equipment and facilities needed
in peacetime, but with war reserve stocks as well, so that they could
engage in combat for sustained periods of time.

The achievement of this objective has not been easy. For many years
our military plens far exceeded the forces available to support them, and
even the forces available were not in proper balance with one another.
There was not enough tactical alr power to support the exlsting number of
Army divisions. In addition, although the concept of a mobile central
reserve had been generally accepted, the alrlift required to move these
forces was completely inadequate, and there was not enough amphibisus
1ift to move the Marine Corps forces. Although a great deal of attention
had been paid to nuclear weapons, stocks of ammunition and other combat
consumables required for non-nuclear war were grossly deficient in many
categorles.

Since 1960, we have added some $50 billion to our defense program
to correct these deficlencies. By the end of FY 1965 we had achieved a:

45¢% increase in the number of combat-ready Army divisions

45% increase in the number of combat helicopters

100% increase in airlift capability

51% increase in the number of Air Force fighter squadrons

100% increase in naval ship construction to modernize our Fleet
1,000% increase in the Special Forces trained for counterinsurgency.
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At the same time, we did not neglect our nuclear forces. Indeed,
during this period we achieved a:

200% increase in the number of nuclear warheads and total
megatonnage in the strategic alert forces

67% increase in the number of tactical nuclear wespons in
Western Europe.

But even while these increases in our military strength were being
achieved, we moved forward vigorously on President Kennedy's second
instruction, "Procure and operate this force at the lowest possible cost."

Each year since its insuguration in FY 1961, we have been able to
increase the savings actually realized through our Cost Reduction Program
and to increase its goals. In FY 1965, the last completed fiscal year,
savings amounted to about $4.8 billion compared with $2.8 billion in
FY 1964 and $1.4 billion in FY 1963. I can assure you that these savings
wvere made without adverse effect on our military strength or combat '
readiness. Any doubt of this can only be based on a misunderstanding of
the way in which we compute our requirements for forces, equipment and
ammmition. As noted earlier, it has been my contention from the very
beginning that we should first determine as accurately as possible what
ve need to support the forces required by owr war plans; and then buy all
of what we need, but only what we need, and buy at the loweat sound price.

In the cese of both major equipment and consumables, we must acquire
the 1tems needed for the initial outfitting of the forces and for keeping
their equipment modern, plus sufficient stocks to meet ocur peacetime
needs, plus & war reserve sufficient to meet the logisistic standards
associated with ocur contingency war plans. All of these requirements are
susceptible to caleulation and there is nothing to be gained by buying
more than we need at any particular time. Indeed, there is much to be
lost since nearly all of these stocks are subject to obsolescence and many
items actually deteriorate physically over time. Even under the best of
circumstances, we have to dispose of billions of dollars of equipment and
supplies each year, and &t a mere fraction of thelr original cost. To the
extent we buy more than we need, we simply increasse the amount which even-
tually must be disposed of, thus wasting the taxpayers' money without
edding anything of value to our actual military strength.

Put the question still remains: Why, if we had acquired what we
needed, do we now have to increase our procurement so substantially in
order to support our military effort in Southeast Asia? The answer to




this question has three parts. First, we are Increasing the size of
our actlve forces because we do not wish at this time to call up the
reserve forces, The new forces must be equipped and supplied.

Second, we do not normally provide in advance for cambat attrition
of such major weapon systems as ajircraft and ships because of the great
cost Involved. T understand that a war reserve of ailrcraft was once
considered in connection with the military buildeup undertaken during
the Korean War, but rejected for the same reason. Accordingly, additional
alrcraft must be procured as soon as the forces are committed to cambat,
and this was one of the largest items in our FY 1966 Supplemental request.

Third, we provide in our war reserve stocks only those quantities
of combat consumables needed to tide us over until additional stocks can
be acqulred from new production. This means that as soon as we start
to consume significant gquantities of war reserve stocks in combat, we
must start to procure replacement stocks., TFor such items as ammunition,
vartime consumption rates are many times peacetime rates. You will see
when I discuss our ammnition requirements later in the Statement, that
it would be entirely impractical to attempt to carry in stock the huge
amounts required when our forces actually engage in combat, And, there
is no need to do so, &s long as we have on hand the essential margin
between consumption and production. This margin we have, except in
those few cases where materiel is being used in Vietnam in ways and
quentities which were never anticipated; for example, the 2.75 inch
rocket now being fired in great quantities from helicopters.

This is not to say that every one of the tens of thousands of Defense
Department supply points 1s without a single "inventory shortage.”
Anyone who has had experience with large supply systems knows that
somewhere, sometime, something will be lacking. No matter how much we
spend for defense, someone somewhere in our far flung organization will
be short some item at any particular time., This has nothing to do with
the amount of funds requested and appropriated. It simply reflects the
fact that no system involving literally hundreds of thousands of people
and millions of different items spread around the globe can be one
hundred percent perfect. DMistakes in distribution or requirements cal-
cwlations will be made, and these mistakes will be reflected in an inven-
tory shortege, or overage, somewhere in the system. This 1s true of private
industry as well as government, and it is up to management at all levels
to see to it that these mistakes are held to a minimum and corrected
promptly when discovered.

Accordingly, the entlre question of shortages must be viewed in
perspective. The acld test of our logistics system is the ability of our



forces to take the field and engaege in combat. I submit that the rapid
deployment and support in combat of & force of over one-guarter of a
million men (including those aboard ships off the coast of Vietnam) to
an area 10,000 miles from our shores clearly demonstrates that our logls-
tic system has that capability. Never before has this country been able
to field and support in ccmbat so large a force in so short a time over
so great & distance, without calling up the reserves and without applying
price, wage and material controls to our civilian economy. That is why
General Abrams, the Vice Chief of Staff of the Army, was able to say
lsst June -

"The Army is in the best peacetime condition in its history.
I make this statement based on my experience as a battalion
commander in Burope for 22 months beginning in 1949, and as
commander of an armored cavalry regiment for 14 months thereafter,
as a division commander in Europe from October 1960 to June 1962,
and as corps cammender fram July 1963 to July 1964. From this
background end from my association with soldiers and their equip-
ment, I can state unequivocally that the readiness conditions in
the U.S. Army are the highest that have been attained in my 29
years of service.”

That is why the Secretary and Chief of Staff of the Army were able
to report last August that -

"The Army was never in a better position in peacetime than
it is todsy -- with respect to both training and equipment, it
is fully prepared to carry out its mission of susteined land
cambat. From the point of vlew of materiel, this is the direct
result of the significant equipment procurement and modernization
program that has taken place over the past several years, and
the provision of combat reserves in depth to enable our forces
to engage in sustained combat."

Thet is why General Wheeler, the Chairman of the Joint Chiefs of
Staff, wes sble to say last year about our forces in Europe -

"I have never known, historically or otherwise, of amy Ammy
in peacetime as well equipped, as well trained, as well manned

as the Seventh Army today."

With regard to the preparation of the FY 1967-T1 program and the
FY 1966 Supplementel and the FY 1967 Budget, we have had to make a some=
what arbitrary assumption regarding the duration of the conflict in
Southeast Asim. Since we have no way of knowing how long it will
actually last, or how it will evolve, we have budgeted for combat opera-
tions through the end of June 1967. This means that if it later appears
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that the conflict will continue beyond that date, or if it should
expand beyond the level assumed in our present plans, we will come
back to the Congress with an additional FY 1967 request. If the
conflict should end before that date or If rates ¢f consumption are
less than planned, we would, of course, have to adjust the programs
downward. In either case, further changes in the FY 1967-T1 program
and the FY 1967 Budget may occur. '

This situation iz not unlike that which exdisted four years ago
vhen I appeared here in support of the FY 1963-67 Program and the
FY 1963 Budget. At that time we were uncertain as to how the Berlin
crisis would evolve and we assumed for budget purposes that the
special measures assoclated with that crisis would terminste at the
beginning of the next fiscal year. During most of the Korean Wer, it
wvas assumed for budget purposes that the confliet would end before
the beginning of the next fiscal year. And, when Presldent Eisenhower
in early 1953 extended this assumption to include the next fiscal year
{FY 1954), the conflict ended in the first momth of that year. So 1t
1s clear there is no "right" way to deal with this kind of problem.
The essentlal point 1s that the planning assumptions underlying the
FY 1966-67 Budget reguests should be clearly understood by all
concerned.

Because of the large demands of our plenned military opersations
in Southeast Asia, we have stretched out and deferred some programs
which are not directly related to our near-term ccmbat readiness. Thils
is particularly true of the "non-combat" portion of the mllitary con-
struction progrem, e.g., the replacement of administration and school
buildings, BOQs, barracks, etc., not related to the support of our
militery operations in Southeast Asia. It is also true of the Family
Housing construction program, where we have deferred the 8,500 units
funded in FY 1966 for the time being and have not included any further
request for new units in the FY 1967 Budget. As you know, I have fought
very hard for adequate military famlly housing, and this stretch-out
should not be construed as & loss of imterest on my part. Tt is simply
the kind of program that can be deferred without adversely affecting
our near-term combat readiness.

Needless to say, we are pursuing our Cost Reduction Program with
reneved vigor. And, as you know, we have developed another list of base
closings and consolidations. These actlions have been very carefully
revieved by each of the military departments in the light of our require-
ments in Southeast Asia. They will in no way affect our combat
capabilities in Southeast Asia or elsewhere.

By eliminating unneeded and marginal activities and deferring
whatever can be safely deferred, I have been able to reduce the FY 1966
Supplemental and FY 1967 Budget requests of the Services and Defense
Agencies by about $15-l/2 billion, while at the same time providing
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for all essential military requirements.

As shown on Table 1, we are requesting for FY 1966 a total of
$63.3 billion in new obligational authority, of which $12.3 billion
is in the speclal Supplemental for Southeast Asia requirements, and
$.9 billion is for the pay raises enacted last year. For FY 1967 we
are requesting a total of $59.9 billion in new obligational authority.
Expenditures for these two fiscal years are now estimated at $54.2
billion and $58.3 billion, respectively.
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B. ASSESSMENT OF THE INTERNATIONAL SITUATION AS IT BEARS ON
MTLITARY POLICIES AND PROGRAMS

For the American people, the single most important development in
the international situation during the last year has been the heightening
crisis provoked by the Asian Commnists in South Vietnam. As I informed
the Committee last August, the North Vietnamese, supported and egged on
by the Chinese Conmunists, attempted to launch an all=-out drive to
destroy the Army of South Vietnam and bring down its Government. Nat
only was the infiltration of men and supplies from North Vietnam into
South Vietnam accelerated, but regular units of the North Vietnamese Army
were brought in for the attack. The United States Govermment had made it
known for many years that it would view with the greatest concern any
Communist attempt to seize the territory of South Vietnam by force of
arms. Our response to that threat was exactly what the aggressors should
have anticipated; we promptly came to the aid of the people of Scuth
Vietnam with the forces needed to halt the attack and throw it back.

We have sald time and time sgain that we would do everything necessary
to help these people defend their freedom and independence as long &s
they, themselves, were willing to carry on the struggle.

We have shouldered this hesvy burden for several reasons. First,
we believe that the people of South Vietnam, like people everywhere,
should have the right to decide their own destiny. Second, we intend
to honor our commitment to help defend the people of South Vietnam from
aggression, Just as we will honor our defense commitments to other
nations. Third, we have long recognized the great strateglc importance
of the outcame of that conflict, not only for the security of the
United States, but also for the entire Free World.

The asggression against South Vietnam is not just another attempt
by its neighbor to the North to gain by force the daminion that 1t was
unsble to achieve by peaceful means. It is also a test case of the
Chinese Communist version of the so-called "wars of national liberation",
one of a series of conflicts the Chinese hope will sweep the world. If
it succeeds, it will encourage the partisans of viclent political change
in the Communist world to seek to extend their particular method of
instelling Communism over all of the underdeveloped world. This aggression
is & threat not only to the security of the United States and the entire
Free World but, interastingly enough, also to the leadership of the
Soviet Union ir the world Communist movement. It is this peculiar
cleeh of forces ~- the Chinese Communists, the Soviet Communists and the
Free World -- that gives this confliet its unique importance.

TIf there 1s still any question as to the historic significance of
this struggle, let me call your attentlon %o the comprehensive policy
statement made by the Chinese Communist Minlster of Defense, Lin Plao,
last September. This statement should be read by every American
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concerned with the political aims of Communist China, It is, to quote
Secretary Rusk, "as candid as Hitler's Mein Kampf. “

The long-range objective of the Chinese Commmists Is to become
daminant in the Asian, African und Latin Americen countries, apd to
frustrate the process of peaceful development and free choice in the
developing nations. They hope to create & new aligmment, especially in
the Southern and Eastern Hemispheres, in which Commnist China is the
ideclogical leader and the most poverful country.

Because it provides such a clear insight into the really fundamental
igsues at stake in Vietnam, I have included as an Appendix to this state-
ment some of the more significant passages from Lin Piao's article, in
the event that you may not find time to read the full text which runs to
more than 17,000 words.

The immediate targets of the Chinese Cammnists are the smaller,
weaker, developing nations whose govermments are already struggling
against great odds to achleve a measure of politieal stability, economic
growth and soclal Justice. In those kinds of situations, emple opportuni-
ties exist for Comminist imtervenmtion. By assoclating themselves with
one group or ancther, the Copprunists seek to gain a foothold in such
countries; and then by employing gubversion, political assassination and
other forms of terrorism, they seek to expand that foothold into what
Lin Piao cells a "rural base area” from which to mount guerrilla wvarfare
against the legitimate govermments. .

This is precisely the pattern which was pursued in South Vietnam.
Bad not the Unlted States and other believers in independence gone to
the aid of the people of South Vietnam, the Viet Cong, directed by Henoi
and encouraged by Peiping, would have without question succeeded in
overthrowing the Govermment and seizing comtrol. And, were they to
succeed in South Vietnamthere can be no doubt that Communist China's
efforts to support such revolutions in Asia and elsewhere would move
forward with increased confidence and determipation,

Indeed, even without such a success, Compunist China bas already
nemed Thailand as its next victim. A "Thailand Independence Movement”
and a "Thailand Patriotic Front" have already been egtablighed. The
first is, apparently, imtended to be the equivalent of the Viet Cong
and the second of the National Liberation Front in South Vietnam.

Large sums of Thal currency have been purchased by Peliping in Hong Kong
and the study of the Thal language is now being emphasized in Commmunist
Chine.
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In recent mooths a number of village officiels and policemen have
been assassinated in the northeastern areas of Thailand. Clashes have
oceurred with amall bands of armed Commmnists, seemingly well equipped
and trained; and a "Voice of Free Thailand" radioc station has apparently
been established in Communist China. Obviously, the apparatus for a
"war of liberation" in Thailand is being created.

Elsewhere in the world, notebly in Africa and in Latin America,
Chinese Communist agents are campeting with those of the Soviet Union
in trying to gain footholds to support insurgency and revolutlon.

Notwithstanding their bellicosity and their cynical protestations
that it 1s permissible for them to move men and gund across borders
to attack free govermments but not for the forces of freedom to defend
themselves, the Chinese Communists have thus far displayed great caution
in an effort to avoid a direct confromtation with United States military
forces in Asia. As in the case of Moscow, there is no reason to suppose
that Peiping does not understand the hazards of a major war. _ :

onflict in Vietnam at the expense of the
and that it will follow a similar course at the
expense of other peoples wherever it believes an cpportunity exdlsts.

This is why I sald to this Committee last year that "The choice is not
simply whether to continue our efforts to keep South Vietnam free and
independent but, rather, to conmtinue our struggle to haeli Cormnuni st
expension in Southeast Asia. If the cholce is the latter, as I believe

it should be, we will be far better off facing the issue in South Vietnam."

But the responsibility for deterring apd meeting Camunist aggres-
sion is not ours alone. Other countries of the Free World can and should
bear their share of the defense burden and pley an active role in con-
structive internationsl enmterprise. The industrialized countries of
the North Atlantic have a wnique comtribution to make in both respects,
and Secretary Rusk and I brought this point forcefully to0 the attentlon
of our colleagues at the NATO Council of Minigters' meeting lest December.

In this connection, it must be recognized that keeping the peace
is not limited to deterring Commmist aggression alone. As events in
the Asian subcomtinent demonstrated during the past year, internationel
peace and the processes of peaceful chenge and development can be dis-
rupted by conflicts within the Free World as well., Moreover, such
conflicts usually invite intervention by Moscow end Pelping, each seeking
in its own way to advance its own interests. Thus, we have every Ilncen-
tive to try to help our friends in the Free World settle thelr differences




by peaceful means, using to the full the resources of the United
Rations as well as employing direct diplomacy.

Last year I sald to this Committee:

"To the extent that the Communist states are convinced
that war is no longer a feasible method to extend the sway of
their ideology, our safety i1s enhanced., To the extent that they
are convinced that we will resist with force, if necessary, any
encroachment on our vital interests around the world, the
chances of war are diminished. To the extent we hold open the
door to peace and disarmament, we provide an alternative to an
arms race. To the extent that the Free World contimies to
demonstrate that a free society can provide a better life for
the people than can a Communist society, the attraction of
freedom will comtinue to exert an irresistible pull, not only
on the uncommitted nations of the world, but on the people of
the Communiet nations themselves."

These are still my views. I believe that the leaders of the Soviet
Union fully appreciate, ms we do, the perils of general nuclear war and
the danger of local wars escalating into general nuclear war. I believe
that the leaders of Communist China are also reluctant to challenge the
full weight of our military power. But it is clear that we have yet
to convince the Chinese Communiste that their new drive for world revolu-
tion, using what they euphemistically call "pecple's wars" will not
succeed. We have yet to convince them that we will, indeed, resist with
force amy encroachment on the vital interests of the Free World, and
that the conflicts which could thus result hold great danger for them
as well as for the rest of the world.

But convince them we must, If we and owr Free World allies fail
to meet the Chinese Cammunists' challenge in Southeast Asia, we will
inevitably have to confromt it later under even more disadvamtageous
conditions. Lin Plao has given us falr warning of the Chinese Cammunist
intentions. If we have learned anything from the history of the last
30 years, we have learned that aggression feeds upon itself, and that the
aggressor's appetite can never be satisfied short of complete submission.
We temporized with aggression in the 1930s, and in the early 1940s we
vere forced to fight the greatest wer in our history. In the late 1940s
ve took a stand against Communist aggression in Eurcpe and brought it
to a halt, and today Eurcpe is an ares of stability and prosperity. We
took a stand against Communist aggression in Korea in the early 19508
and again we brought it to a halt. And in 1958 we helped to frustrate
the Chinese Commmnist attack against the military forces of the Republic
of China.

SN DEeISE
TAVANIS !




The present conflict in Vietnam is Cammnist aggression in a
different guise. I em convinced that if we stand fast again in South-
east Asia, this new aggression will be brought to a halt. Az I noted
last year, the road ahead will be difficult and sacrifices will be
required of our people, both in money and in lives. But we have no
other reasonasble alternative if we are to preserve the kind of world
ve want to live in -- & world in which each nation is free to develop
in its own vay, ummolested by its neighbors, free of armed asttack from
the more powerful nations. We, ourselves, do not seek to overthrow,
overtly or covertly, the legitimate govermment of any nation, and we
are opposed to such attempts by others. We have no territorial ambitions
angywhere in the world and we insist that all naxtions respect the terri-
torial imtegrity of their neighbors. We dc not seek the economic
exploitation of any nation and, indeed, since the end of Werld War IT
have given other natlions well over $100 billion of our wealth and
substance, an effort unparalleled in the history of mankind.

Even while ve, together with our friends and allies, continue the
struggle in Southeast Asia, we hold open wide the door to a Just settle-
ment of that conflict. President Johnson and Secretary Rusk have
restated in a hundred different ways owr willingness to move that con-
flict from the battlefleld to the conference table. Here is the position
of the United States Government on peace in Vietnam, as most recenmtly
outlined by Secretary of State Rusk:

1. The Geneva Agreements of 1954 and 1962 are an adequate
basis for peace in Southeast Asia;

2. We would welcome a conference on Southeast Asia or on
any part thereof;

3. We would welcome "negotiations without pre-conditions"
as the 17 nmtions put it;

k., We would welcome unconditional discussions as President
Johnson put it;

5. A cessatlion of hostilities could be the first order of
business at a conference or could be the subject of preliminary
discussions;

6. Hanoi's four points could be discussed along with other
points which others might wish to propose;

T. We waot no U.3. bases in Southesst Asla;
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8. We do not desire to retain U.S. troops in South Vietnam
after peace is assured;

9. We support free elections in South Vietnsm to &lve the
South Vietnamese a govermment of their own cholce;

JO. The question of reunification of Vietnam should be
determined by the Vietnamese through their own free decision;

11. The countries of Southeast Asia can be non-aligned or
neutral if that be their option;

12, Ve would much prefer to use our rescurces for the
econamic reconstruction of Southeast Asia than in war. If there
is peace, North Vietnam could participate in a regional effort
to which we would be prepared to comtribute at lesst one billion
dollars;

13. The President has said "The Viet Cong would not have
difficulty being represented and having their views represented
if for a moment Hanol decided she wanted to cease sggression, I
don't think that would be an insurmountable problem”;

14. We have seid publicly and privately that we could stop
the bombing of North Vietnam es & step toward peace although there
has not been the slightest hint or suggestion from the other side
as to what they would do if the bombing stopped.

Thus, the contimuation of the conflict is not our choice but, rather,
the choice of our adversaries. It will be terminated when they are con-
vinced that their aggression cannot succeed and, when they reach that
conclusion, I am sure that they will find no difficulty in communicating
thelr intentions to us.

The 1ssue has been Joined end our course has been set, It is y
hope that all Americans will throw their full support behind our military
forces defending the frontier of freedem in Vietnam. It is my hope thaet
free netions everywhere will come to recognize that this is their fight
as well as ours; that Lin Plao's declaration of war against freedom is
directed at them as well as at the United States s and that they will
Join 1n the struggle against this latest manifestation of totalitarian
imperialism.

1, Strengths and Wealmesses Among the Commnist Nations

While the Communist nations comtinued to challenge the Free World
on many fronts during 1965, the character of this challenge reflected
the internecine competition and hostility between the two mejor Commnist
powers. The expressed desire of the Soviet leaders to improve relations




with Commnist China while also reducing conflicts with the West has
turned out to be a most difficult enterprise. In any event, almost fram
the beginning of their temure, the new leaders set about a diversified
effort to contest Peiping's challenge to their leadership of the world
Communist movement. More particularly, the Soviet leaders decided to
reinvolve themselves actively in the affairs of Southeast Asia, and this
action has led to increased Sino-Soviet frictlon as well as renewed
clashes of interest with the United States.

Yet, this same competition with Communist China was a key factor
leading the Soviet Union, last summer, to join with the United States
and other peaceful nations in a UN effort to end the fighting which had
broken out hetween India and Pskistan.

Thus, the contest between the two Communist giants opens up new
dangers and new opportunities for the Free World.

The Chinese have rejected Soviet overtures for better relations and
for "united action" in support of the North Vietnsmese, and have called
upon all Communist nations and parties to draw a clear line, politically
and orgenizationally, between themselves and the Soviet "revisionists”.
Peiping's intransigence has lost it some support among more "neutral"
commmnists; and even such hitherto close allies as North Vietnam and
North Korea have seemed reluctant to echo Peiping's attacks on Moscow.

Since 1t is & part of Moscow's strategy to demonstrate that Peiping's
charges of Soviet "capitulationism" and "connivence with U.S. imperialism"
are false, we must continue to expect a harsh anti-American tone in
Soviet policy pronouncements. In Europe, the Soviets seek as much as
ever to frustrate the evolution of Western defense arrangements. The
pressure of competition from the Chinese Communists drives the Soviet
leaders toward a "cold war" approach to foreign policy questions, leads
them to give high priority to military programs end, thus, to compound
further their chronic economic problems.

a. The Soviet Union

In the Soviet Union, Khrushchev's successors have contimued to
function as a collective leadership. While a number of personnel shifts
have tsken place, these changes seem to bhave little relationship to
foreign policy. The next Soviet Party Congress, scheduled for late this
coming March, may give us & clearer indication of any new policy lines
that may be evolving. Meanwhile, we must recognize in our own plenning
that Soviet policies remain subject to all of the vagaries inherent in
rule by dictatorship -- whether it be individual or collective.
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The primary domestic problem asbsorbing the attention of the leader-
ship 15 the state of the Soviet economy. At the time when the advanced
nations of the world ere enjoying great prosperlity, the rate of growth
. of the Soviet economy conmtinues to falter, principelly in the sgricul-

tural sector. The growth in GNP, which averaged about 6l percent in
the 1950s bas slowed down to about 4-1/2 percent in the 19609. Progress
in the consumer sector of the economy has fallen considerably short of
expectations. There 1s a rising demsnd among prominent members of Soviet
political and intellectual life for substantial improvements in food
supplles, housing, selectlion and quelity of manufactured consumer articles,
and services. This issue concerns not only the USSR's damestic policy,
but also its international stending.

The fellure of its economy to perform sccording to expectations
has affected the USSR's foreign economic relations. The poor state
of agriculture has compelled the Govermment to continue to import greain
from the West. Since the Soviet Union is short of goods for which
there is a foreign demand, it has hed to dip again into its none-too-
lerge gold reserves. The uncertaloty about the fortheoming Soviet Five-
Year Plan and similar quandaries in Eastern Eurcpe, together with the
difficulty of reconciling divergent national interests, .have aggravated
the problem of Intra-Bloc econamic relations. Soviet forelgn aid
disbursements, heavily concentrated on a small number of coumtrles ocutside
the Bloc, continued during 1965 at a slightly lower level than it reached
in 1964. With repeyments of previous Soviet. loans increas ng, the net
outflcw due to Soviet aid is rather small ad

s 1'- "“5 The net value represeﬂts o e fraction of cne percent

of the Soviet GNP, Military aid “
These competing demands on the Soviet budget are still serving as

a restreint on the size of the military forces. Nevertheless, after

some decline in 1964 and 1965, Soviet explicit defense expenditures are

expected to rise again in 1966, according to the Soviet Finance Minlster

by ebout 5 percent over 1965. In addition, outlays for scientific

research in 1966, which include much of the military research end develop-

ment effort, are expected to rise about 10 percent over 1965, 1ncluding

beth funds from the Soviet State Budget and from the enterprises! owm

resources,

The increase in the explicit defense budget is attributed by the
Soviet Finance Minister to the increese in U.S. defense expenditures
end the situation in Southeast Asia. Under the present circumstances
I believe 1t is safe to essume that there will be some actual Increases

in Soviet defense expenditures in 1966, _
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The same sorts of problems besetting the Soviet Union are also
besetting the more advanced countries of Eastern Europe. Their defense
burdens are lighter, but they suffer fram the same deficlencies inheremt
in Soviet economic planning and management. This has led to a relaxation
of orthodox econamic policles in & mmber of Eastern Buropean coumtries.
By and large, their econcmic reforms ere mare far-reaching than in the
USSR. ILikewise, throughout Eastern Europe there has been e grester stress
on perticular natiocnal interests in economic and other affairs., With
the Sino-Soviet rift comtimiing unsbated, it bas became more difficult
than ever to enfarce cchesion in BEloc policies, although the Soviet
leaders persist in their efforts to strengthen Bloc econcmic ard miltary
organizaticns. .

b. Communist Chins

Tn 1965 the Chinese econcmy comtimued to recover from the disasters
of the Great Leap Forward (1958-60), but progress has been uneven and
sluggish and the food-population balante remeins a critical problem.

The apparemt failure to produce more grain in 1965 than in 1964 underscores
the vital importance of comtinued high-voliume grain imports. A new
five-year plan has just been initiated, placing heavy emphasis on
agriculture. Given reasonable weather, avoidance of extreme econamic
policies, and the absence of major hostilitles, the Chinese economy

should grow at a modest rate.

However, &s in the case of the Soviet Union, pressures are increas-
ing in Cammmist Chine to raise the standard of living. Moreover, the
Chinese leaders are becaming increasingly concerned with what they call
a "spontanecus tendency to capitalism" which has manifested itself in
the rural aress. To coumter this trend, the Peiping regime has under-
taken & massive new indoctrinstion program. But 1f the history of the
Soviet Union is any gulde, the more the regime pushes its progrem, the
more it will depress egricultural cutput. Here, egaln, we have one of
the internal comtredictions of Cammunism; the more the Govermment tries
to eliminate materisl rewards as an incentive for production, and par-
ticularly in agriculture, the more econcmic growth 1s retarded,

Despite its econamic set-backs and limitations, apd at considerable
cost to 1ts domestic economic objectives, Communist Chins has pursued
an ambitious mucleer development program while, concurremtly, attempting
to modernize and strengthen its emtire military establishment. China's
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capacity to produce U-235 was shown in its first two muclear tests, and
‘1t will probably attempt to develop a thermomiclear device &s soon a&s
possible., At the same time, Chins ie

a medium-range ballistic missile. Although results may be slow in
caming, there is no reason to suppose that the Chinese Communists cannot,
in time,produce long-range ballistic missile systems and arm them with
thermonuclear werheads, Most conventional weapons ere of Soviet supply
or design, and the Chinese have been severely handicapped by the lack

of Soviet sources for spares and replacements. However, damestic pro-
duction of medium tanks, several submarines apd apparently scme modern
Jet fighters, attests to improved Chinese capebilities. China's People's
Liberation Army, the largest in the world, is an effective fighting
force, but deficiencies in equipment, mobillity and logistic support
1imit its offensive capebilities outside of China.

Chinese Commnist ambitions, the most important source of tension
in the Far East, have remained unchenged and, to a large extent, un-
realized in the last year. In Vietnazm, the Indian subcontinent,
Indonesia and the Afro-Asian movement, Pelping's attempts to increase
its influence and exclude that of the U.S. (and the Soviet Union) were
largely unsuccessful,and it has lost more than it gaiped. Even within
the Communist camp, Peiping 1s losing some of its followers.

Cammunist Chins has reacted to these set-backs by assuming a still
more militent posture, focusing its efforts on Vietnam which, as I noted
earlier, has became not only the proving ground for its doctrine of
"people's war" but also the principal arena for its increasingly bitter
struggle with Moscow.

2. Southeest Asiza and Soutlhwest Paclific Area

There is growing recognition in the Free World that the conflict
in Vietnam is, ir fact, the result of Commmist aggression; and that the
aggression is controlled from Hanol, urged on by Peiping. Our position,
which is to seek negotistions without pre-conditions, is widely supported
by non-Communist nations, allied or neutrel, However, there 1s widespread
concern lest the war widen, particularly as a result of Chinese Inter-
vertion, end & tendency to let the U.S. bear the main burden for a
war that mamy feel is remote. Thus, there has developed a strong consensus
of voeal support for the defense of South Vietnam, dbut a contimuing
reluctance in many countries to offer more tanglible assistance.

Accordingly, we have increased our efforts during the past year to

obtain more substantial Free World assistance for South Vietnam. Our
embessies in most of the non-Cammnist countries have made repeated
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approaches to their host govermments, and have sought to follow

up every possibility for additional assistance, both military and non-
military, As a result, there has been a significant increase in

Free World support. Apart from the United States, some 40 nations
have agreed to provide military, economic or humanitarien aid., The
most important single contribution in the last year has been an entire
combat infantry division dispatched by the Republic of Korea. With
the Australian battalion end a New Zealand artillery battery, total
Free World military strength, excluding our own and the Vietnamese,

is now more than 20,000 men., We believe the Philippines will increase
their participation in this international force, and it is possible that
the Republic of South Korea will do likewise., Other nations are
furnishing economic, medical and humanitarian aid,

As for our own commitment to the people of Scuth Vietnam, we have
made it clear from the very beginning that we would do everything
necessary to help them defend their freedom and independence as long as
they were willing to carry on the struggle. And in this case, let
me remind you that the people of South Vietnam have borne the burden
of this Communist aggression for many years and they have not
wavered in their determination to defend their freedom, Their
military forces have been and continue 1o be in the forefront of the
battle, and they are making a very great effort to strengthen those
forces,

Our decision to send U.S. combat forces to South Vietnam last
summer was brought sbout by the stepped-up effort of the Cammnists
to destroy thet country. We are prepared to continue our military collab-
oration with the South Vietnamese forces as long as the Communists insist
on fighting and we are ready to cope with any further escalation of the
conflict on their part. In concert with our Allies and men of good will
enywhere, we also stand ready to facilltate negotiations for a just settle-
ment; but we have no intention of negotiating the surrender of South
Vietnam. We have stated our willingness to negotiate unconditionally
at any time and any place with any government. Other governments and
concerned individuals have lent helpful hands in this endeaver. I am
sure you know the history of these efforts and I am also sure you know the
reception they have received.

The position of the Government of South Vietnam parallels our own.
In an ennouncement on June 22 of last year, the Foréign Minister pre-
sented the following fundamental principles for a "just and enduring
peace"”:

a., An end to aggression and subversion;
b. Freedom for South Vietnam to chocse and shape its own

destiny "in conformity with democratic principles and without any
foreign interference from whatever source";
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c. The removal of foreign military forces from South
Vietnam as soon as aggression has ceased;

d. Effective guarantees for the independence and freedom
of the people of Scuth Vietnam.

These principles were reaffirmed by Prime Minister Ky on January
16, 1966, upon Secretary Rusk's visit to Saigon.

The position of the Government of North Vietnam and the National
Liberation Front continues to be based on the four points first enunciated
by the Premier of North Vietnam last April:

a. Withdrawal of U.S. troops and wespons;
b. No military slliances or foreign bases or troops;

c. BSettlement of the internal affairs of South Vietnam by
the South Vietnamese people in accordance with the program of the
Naticnal Liberation Front of South Vietnam;

d. Peaceful reunification of North and South Vietnam by the
Vietnamese pecople in both zones.

Thus, it is clear, particularly from the third point, that Hanoi
is interested only in a settlement on its own termes -- the surrender
of South Vietnam--and that sc long as they hcld to that policy we have no
alternative but to continue the struggle in Southeast Asia. Later in this
statement, in connection with the General Purpose Forces, I will discuss
our specifiec military objectives in Scutheast Asia as we novw see them,
the concept of operations, the forces spproved for deployment and the
force augmentations required to support the effort in South Vietnam
and still be prepared for contingencies elsewhere in the world. When
Hanoi and Peiping become convinced that they cannot win militarily and
that we are determined to stay with our commitment to South Vietnam,
then they may begin to look with greater favor on the possibility of
negotiations.

In any event, it should be clear to Hanoi that North Vietnam, after
all, has much to gain from a peaceful settlement of the conflict, including
{a) a cessation of bombings, b) an easing of the tremendous drain on
Hanoi's resources, {c) the withdrawal of American forces, and (@) an
opportunity to benerit from multi-lateral efforts for economic development
in the area as soon as peaceful cooperstion is possible.
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During the past year, the Govermment of South Vietnam bas
gradually gained acceptance from a wide variety of elements in the
South Vietnamese body politic. The great increasse in our military
commi tment since lest summer has undoubtedly enhanced South Vietpamese
confidence in our resolve to stand by our commitment, thereby further
improving the prospects for greater political stability. Even before
the present administration came to pover, the May 30, 1965, elections for
provincial and urben councils in Govermment-comtrolled areas had been
carried out in an orderly and effective fashion. I think it would be
fair to say that most of the rural population in South Vietnam has no
recourse but to comply with Viet Cong demands in areas that they control,
but these same communities do cooperate with the Govermment when adequate
security 1s provided. We believe that the Viet Cong has friled to enlist
ideological support from the great majority of the Vietnemese. Moreover,
they seem to have fallen short of their objectives in the cities. A
recent illustration was the almost total lack of response to their call
for a general strike throughout South Vietnam last October. -

abe-

e - S ' ' B The Government has
acknowledged the importance of establishing greater rapport with the
rurel population and is now engaged in organizing the political and civic
action cadre needed t0 revitalize lagging rural construction programs.
Progress in these programs, however, remains painfully slow, and there-
fore we have stepped up our own efforts to help in this area.

South Vietnam's economy has deteriorated seriously in recent months.
Intensified Viet Cong efforts to cut off the flow of agricultural products
to the urban areas, pressures on prices and wages brought on by the
build-up of U.S. forces in many areas, a large Government budget deficit,
& severe diglocation of surface transportation facilities caused by the
war, and an inadequate local sealift have led to severe inflationary
pressures. In the last year food prices in Saigon have increased LO
percent and the general cost of living about 30 percent, with similar
trends evident throughout the rest of the country. The price of rice
has been kept down by meking meximum efforts to move supplies into
Saigon and the rice-deficit central highlands areas and by using U.S.
finenced imports to supplement domestic supplies. Other measures are
now underway to help alleviate the most serious of the remaining economic
problens.

The future of Laos continues to be intimately tied to the outcome
of the struggle in Vietnam. Although there have been some improvements
in the situstion over the pest yeer, the basic problem posed by the
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Communist threat against Laos, 1.e., its continued independence and
peutrality, remains, It is clear now that the North Vietnamese and
their tocl, the Pathet Lao, had no intention of living up to their
cammitments under the 1962 Geneva Agreements to reestablish peace.

The Pathet Lao continue to receive support from Hanol and during the.
past year, additional members of the regular North Vietnamese Army
have been captured in Laocs, confirming again North Vietnam's inmter-
ference in that country. Nor has this interference been limited to
the support of the Pathet Lao. FNorth Vietnam has contimued to use the
territory of southern Leos to infiltrate military personnel and supplies
into South Vietnam, and on an increasing scale.

The Lao Govermment, led by Prince Souvanna Phouma, has made some
progress over the past year in coping with the military threet, and
has been successful in maintaining relative political and economic
stabillity. The Royal Lao Air Force has done a remarkable job in dis-
rupting Pathet Lao/North Vietnsmese logistics, attacking Communist
military installations in Laos and providing close air support to the
Govermment's ground forces. We must recognize, however, that the
Covermment's comtimied ebility to defend against the Pathet Lao and
North Vietnamese and to meintain political and econcmic stability, which
is required if this defense is to be effective, depends largely on con-
tinued military and economic assistance from the United States. We
iptend, therefore, in response to the Prime Minister's request, to
provide Laos with what 1t needs to carry on its struggle or both the
econcmic and military froots.

Cambodia severed diplomstic reletions with the U.S. in May 1965,
following a series of border incidents involving South Vietnamese military
forces. Apparently believing that Communist China will achieve predominant
influence in Southeast Asia and that North Vietnam will conquer South
Vietnam, Sihanouk has sought close reletions with both Peiping and Hanol
in the hope of retaining at least some semblance of independent existence
for Cambodia.

Sihanouk has also enncunced his sympathy for the Viet Cong but has
stated that, in accordance with Cambodia's policy of neutrality, no
logistic support will be given them. Despite his denlals, some supplies
and personnel for the Viet Cong apparenmtly have gone through Cambodia
and the Viet Cong have at times used Cambodie &5 a sanetuary.

P - -
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preclude an improvement in relations between Cambodia and the U.S5. or
that would threaten to expand the war in South Vietnam into Cambodia.
Nevertheless, we are prepared to do whatever is clearly required for the

aelf-defense of our forces fighting in South Vlietnam.

During the past year Thailand has strengthened its relations with
the Free World, maintained internal stability and continued its economic
progress, becoming an ever more valusble and co---rative partner of the

United States‘j‘ifg;f ﬁ,u; T.&-..'.? e S L_W ~ Lo

Thais are keenly avare that in the last year Cammunist China has blatantly
advertised its preparations for subversive insurgency designed to over-
throw the Thai Government. The Thaiz are equally cognizant of the impli-
cetions for all of Southeast Asiam of a Communist victory in Vietnam.

If it were not for the menace of subversion sponsored by Communist
China and the consequent demsnds which this threat is placing on its
resources, Thailand's_economic future would be exceptionally bright. As
it is, U.S. economic and military assistance continues to be necessary to
meet the growing pressures which the Communists are placing on Thailand
in their effort to weaken support of U.S. policies in Southeast Asia.

In Burma we find a military regime trying to cope with continuing,
sporadic Communist and other insurgency, as well as mounting economic
dislocations caused by the Government's efforts to soclelize commerce

and industry.

Ne Win has stuck to his neutral stance - avoiding criticism or support of
our policy in Vietnam and trying to stzy aloof fram international issues
not directly affecting Burma.

military sales commitments which are scheduled to be completed by the

end of FY 1968.

As you know, Indonesia had been moving at an increasingly rapid pace
toward Communist Party domination at hame and close political collabor-

ation with Communist China abroad._

g Whén the



Communist-backed coup attempt of last October falled, popular resentment
ageinst the Pelping-orlemted Indoneslan Comminist Party (PKI) quickly
welled up and 1s still comtimuing. As s result, the top level of the
PKI hes been removed; there has been a widespread weakening of the

Party aspperatus; the influence of the Army and of a.nti-Commmist
politica.l ora.nizations has surged up-'-:a.rds i EER

“fundemental and complex internal power struggle has now been set in
motion, but the outcome 18, a8 yet, far fram clear ard may not, in fact,
be decided for same time. Nor can we predict with amy essurance whether
or not the non-Communist forces emerging in Indonesia will be able

to cope with the extremely serious econamic problems now affecting the

Although its economy iz in a shembles, Indonesia remains & potentially
rich country. With a population of 104 million, it must play & major
role in the region if stabllity and econcmic growth are to be achleved
there. Tt occuples & strateglc geographical position astride vital sea
routes between the Pacific and Indlan Oceans,.

‘ S while working to restrain Indonesian pressure sgainst
neighboring free stetes, we must at the geme time hold open the door
to 8 more positive relationship whenever oei 8 policy permits,

No military assista.nce funds are being req_uested for
In.donesia. et this time. As to the future, we must awalt developments.

While the political tide in Indonesia has at lea.st begtm to turn
against the Cmmzunists R LT e menac :

.' . ; : ‘ ' P the secession of Singa.pore
las‘b Sep‘tember advertised to the world the seriousness of the political
and economic strains within the Federstion. This separatlon provided

- some relief f‘rcxn the tensions which were 'building up between the two
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to engage in a public campaign against both Malaya and the United
States, while praising the United Kingdom and urging it to retain its
base in Singsaspore.

The military confrontation between Melsysia and Indonesie has
slackened, but the requirement for an adequate Malaysien defense force
remains. We have authorized a modest military training program and are
in the process of concluding a credii sales program involving purchases
of up to $4 miliion in equipment for the Mmlaysian ermy. While these
programs sre consistent with the understanding reached by President
Johnson and Prime Minister Rahman in July, 1964, we do not desire
or intend to substitute e U.S. military cormitment for any part of the
Commonwealth's over-gll responsibllity for the security of Malaysia,
although it is an essential adjunct to our major effort in Vietnam.

As our military requirements in Vietnam heve expanded, the strategic
position of the Philippines and its willing cooperation to provide us
bases and facilities have become more important than ever before.
Regerdless of the eventual outcome in Vietnam, our bases in the Philip-
Pines will remain at least as important es they are now, and perhaps
become even more vital, as we improve the mobility of our forces.

The new Philippine Administration has been in office only since the
first of the year, but has already shown its intention to deal vigorously
with the many and serious problems facing the country. President Marcos
wishes to develop an even closer partnership with us and 1ntends to meke
a majcor contribution to the defense of South Vietnam . QNS . .

s HlS program élso calls for restorlng normal tles with
Malay51a and Slngapore end encouraging greater Philippine participation
in regional development efforts.

The Marcos Administration will, however, need all the resources

and ingenuity it can muster to cope effectively with the country's serious
economic and sociel problems. While the democratic process is working
TNy 11 =nd the educationel system is one of the finest in that
part of the world, economic growth hes not been rapid enough
those sectors which affect the livelihood of the majority of the people.
In view of the rapidly increasing Philippine population, economic growth
will have to gquicken if per capitae income is to keeu pace with needs
and ponular exvectatlons._ v 3 : S

in

Our relatively small military
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aid program there is essential if we are to encourage and facilitate
urgently needed improvements in the organization, training and equip-
pent of the Philippine forces.

Our firm allies, Australia and Nev Zealand, continue to make
significant contributions to Free World security and to econamic develop-
ment in the Far East. They constitute a continuing element of stability
in the South Pacific area. They have contributed not only to the defense
of Maleysia but, as noted earlier, also to the defense of South Vietnam.

In the military procurement fleld, Australia and New Zealand contimue
their close cooperation with us to the mutual benefit of all parties. We
share facilities and collaborate on scientific ventures in a mmber of
fields having both military and non-military applicationa. Our scientific
programs in Antarctice also continue to benefit from valuable support
by New Zealand.
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3. Northeast Asis

To the north, Japan, the Republic of Kores and the Republic of China
continue to be vitally concerned over the threat posed by Communist Chins,
its widening ambitions and major power potential. 4 )

bil&teral éecurity tréaties'wifh each of these nations continue to be
vital to their security =and to our own broader objective of deterring &
renewnl of Communist sggression in that area.

In the past year Japan has gained econcmic strength, maintained
political stebility and improved its prestige abroed. Cooperation
between ourselves and Japan in the economic, politicel and sclentific
fields has continued to flourish. Leftist sgitation against our bases
in Jepan, egeinst a Japan-Korea settlement and on other issues of interest
to our security have notebly diminished. Nevertheless, there exists a
deep concern, not confined to leftist Japenese elements, that the Vietnam
wer might escalate to & point where Jepan might become directly involved,
A widespread desire also exists to seek some sort of sccommodation with
Cammmunist China in the economic end political fields -- coupled, however,
with a perceptibly rising concern over Peiping's persistent belligerency
and incipient nuclear power.

Although the outlook for continued econcmic recovery and growth is
good, it would not be realistic, for & variety of econcmic, political and
other reasons, to expect any sudden major increase in the size of Japan's
defense forces. However, the Japanese Govermment can be expected to con-
+imie to mske modest incremses in 1ts pilitary budget to meet rising
costs and to cerry on some improvements in the guality of its forces. Our
bases in Japan remain extremely important, both to us and to Japan, We
also believe that the Sato Govermment will continue to extend stronsg
economic support to the Ryulyus g e -

The overall settlement between Japan and the Republic of Korea, now
ratified by both govermments, bas marked s major politicel milestone in
Northeast Asia -- an accomplishment which we have long hoped would help
heel the wounds of the past and lay the basie for genuine and mutually
beneficial political and economic relastions in the future. The $500
million worth of Jepanese long term economic grante and soft loans will
undoubtedly be of great value to Korea's economic development, as well
as to those parts of the Japanese economy participating in these programs.
In the past year Korea has made impressive economic progress and the level
of our assistance has been declining. £ ' par T e T -
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North Korea's military threat remains, and the possibility of a
reintroduction of Chinese Commmunist troops into the Korean peninsula
can never be ignored. Therefore, we are contimuing to maintain two U.S.
divisione in Korea and provide military assistance to the 560,000-man
Korean military esteblistment. As I noted earlier, some 20,000 Korean
troops, including a full combat division, are now in Vietnam fighting
8ide-by-side with our own forces.
we may have to provide additional support
for its military establishment.

The Republic of China remains more directly menaced by Peiping's
aggressive designs than anmy other of Comminist China's neighbors. Our
bilateral security cammitment to the defense of Taiwan and the Pescadores
remains vital to the survival of the Govermment of the Republic of China,
The people of the Republic of China feel sharply the threat of Commnist
China's miclear capability, believing it to be aimed primarily at them,
Although they have been increasingly successful in improving their military
supply system, maintaining their equipment and bearing an increasing
share of their own defense costs, we will have to continue to supply
them certain types of military equipment which cannot be produced locally.
Last year we were sble to terminmte our economic assistance to China as
a result of the great economic progress achieved through their use of our
earlier aid program., Indeed, Taiwan's econocmic progress represents one
of the most ocutstanding success stories in the less developed world.

Now, we are beginning to replace a portion of our military grant aid
program with a sales progrem, denoting our confidence in their future
econamic growth,

Lk, South Asia

The South Aslan subcontinent 1s confronted with development problems
as severe as those in any part of the world. With major outside assist-
ance, both India and Pakistan have made substantlal progress in coping
with these problems, However, during the past year, the subcontinent
was the scene of calamities inflicted both by nature and by man.

Twice during the year, Indis and Pakistan engaged in armed conflict,
first in April and May over the Rann of Kutch, and then in August and
September on & much larger scale over Kasimir. These wasteful conflicts
seriously affected the subcontinent's develomrent; and they afforded
opportunities for the Soviet Union and Commmnist China to play more
active, although differing, roles in shaping events in that area. While
supporting the restoration of peace, the Soviet Union was able to increese
ite influence in both countries. Coopminist China sought to exploit the
situation by limited military thrusts along the Indian border.

In looking to the future, we must recognize that there is & complex

four-dimensional struggle occuring in South Asia: the struggle for
development, the struggle between India and Pakistan, the struggle between

28



Moscow' and Pelping, and the struggle between the Free World and Comrmunism.
Our own interests lie in fostering & peaceful accompodation between

India and Paklistan so that development can proceed unimpeded by strife
and so thet this strategic land msss will become increasingly resistant
to Communist penetration. Good relations with both India and Paklstan
are important to us, as the fate of the subcontinent has a direct bearing
on the future balance of power in Asia, Our stake 1n that balance 1s
reflected in the sustained efforts we have made to limit the projection
of Communist influence and power beyond its borders. In the subcontinent,
it is reflected in an investment in the stability of India and Pakistan
which has reached a total of sbout $10 billion since the second World War.

o
AR

For our part, we have chosen not to teke sides in the Indian-
Paxlstani dispute but instead have directed our energies in support of
the United Nations Security Council resolution of September 20, 1965,
vhich cells for & cease fire, a withdrawal of armed personnel to the
pre-August 5 positione, and consideration of “whet steps could be taken
to assist towards a settlement of the political problem underlylng the
present conflict”.
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. Under our mutual defense agreement with Pa.'ld.s‘tan wve heve progreammed

C T gid and sbout
$200 mi]_'l_‘!.on of defense budgetary assistance to maintain and modernize
that country's relatively smsll armed forces.

Beginning in 1962 with
the Chinese Cammunist invasion, we have progra:mned I ° - 1

J

However militery aid to both coun‘tries vas suspended in
tember 1965 in en effort to damper the conflict and prevent its
extension,

On the economlc side, we have in recent months continued to assist
in meeting the most urgent needs -- perticularly those related to famine
in Indis.
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5. Near and Middle East

The Near and Middle East remsin of special strategic significance
to us beczuse of (1) the "forward defense" role of Greece, Turkey, and
Iran, (2) the position the area occupies as & political and military
crossroads, and (3) the lmportant resources to be found in this part
of the world, Because of their importance, we have over the years
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carefully forged and petiently nurtured a wide .ange of political,
military and econcmic relationships with the countries of the ares,

Of the three "forward defense" countries, Greece and Turkey
comprise the important southeastern flank of the NATO allisnce, while
Tran stands between the Soviet Union and access to warm water ports
and the oil rescurces of the Arsbiasn peninsula, All three states are

important political end econamic partners VR
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ﬁhree of these countries, but particularly Greece end
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Turkey, will contimue to need grant military asglstance for same years
to cane,

While the Cyprus issue remains critical there has been some improve-
ment during the past year in Greek-Turkish relations, and I was particu-
larly gratified to see Greek and Turkish military officers sgain .serving
together in & recent NATO exercise. The leaders of both countries
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realize that despite their strong disasgreements on Cyprus, their overall
security interests are best met within the framework of the NATO allience
and cammitment to the Free World.

‘bo you la.st yea.r, the Shah is continuing a ma.jor effort to modernize
Irgnian soclety, and his economic and sociel reforms are having increasing
success, The considersble U,S, militery and economic assistance provided
Iran over the past ten years has been a significant factor in this success,
We have been able to decrease graduslly both our economic and our military
agsistance to Iran and, et the same time, increase our military sales.

We are under no illusions that Iran, by itself, could defeat a Soviet
sttack; however, Iran's membership in CENTC, its improving militery
capabllities, and its ties with the U.S. continue to meke such an attack
less likely.

Elsevhere in the area, the Arab-Isrzeli dispute continues to pose a
serious threat to the pemce, Any improvemen‘b in that D& icula.r situation_
is still in the distant mture V. < : R

e e R - There was some hcpe that the civil
war :Ln the Yezmen co pe terminated following an sgreement last August
between President Nasser and King Faisal, under which both the UAR and
Seu1di Arebia agreed to cooperate in prcmoting & Yemeni plebiscite to
determine the future govermment of thst country. The UAR was to begin
withdrawel of its troops and Seudl Arsbils was to stop supporting the
Royalists. However, as we move into 1966 the prospects for implementation
of this sgreement are gstlill uncertein.

In Iraq, the Kurds contimue their opposition to the govermment,
Ca ,"_."‘:.,‘«:?_‘-.'}_'“'!"L.g.-_'.t“. s ".. LoToEr "-' BTTLL B -“_'i L TEEL o . .--'



The USSR, and more recently the Ch.inese Coormnists (to a limited
extent), have made a considerable effort to extend their influence in
this area by providing military and econcmic aid. Since 1955, the
Soviet Unlon has provided substantiel quantities of military equipment,
to the UAR, Syrims, Iraq and Yemen, thus upsetting the military balance
in the area. The United States has treditionally sought to avold
becoming & principal military supplier for any of the Near Eastern
countries. BPBut this Soviet action has forced us to supply certain
defensive weapons to selected western-oriented countries in the ares
including Israel Lébanon and Jordan . g

o e supply only the minimum necesaary to meet the
legitimate needs of the recipients and thereby prevent dangercus
imbelances,

We have also recently agreed to meet, in cooperation with the
United Kingdom, some of the defense requirements of Saudl Arsbis, a
state which 13 determined to retain its independence of both Commmist
and Nesserite influence, When the then Prince Falsal called upon us
for military support in 1963, in fear of an air attack or invesion by
the UAR, we responded by sending a equadron of Alr Force sircraft to
: remained for several months. £ X :

For their pert, the Saudis are meking a major effort to improve
the standard of living and welfere of the people. This has been a
difficult task, but we believe that through the personal efforts of
¥ing Faisal the outlook for steady progress has become much enhanced.




Probably our most successful and still most desirable program for
countries in this sres is our grant aid militery tralning program.
Included in the FY 1967 progrem ere lebanon, Syria, Yemen, Irag, Ssudl
Arsbise end Jorden., =Each of these countries sends some of its best

A § : s

6. Africa

The unilsteral declaration of independence last Hovember by the
Smith regime in Southern Rhodesia was one of the major events in Africa
lest year. The deeply-felt Africen reaction to a white minority illegelly
seizing independence in the southern Africen area dlverted attention
on that continent from other pressing problems. The Cormmnist countries,
as vas to be expected, view this development &8 & new opportunity to
expend their influence in Africa. The United States, recognizing that
the Rnodesian problem is primarily the concern of the UK, has given
vigorous support to neasures underteken by that country to force out the
illegel regime,

Certain of these neasures, coupled with countermessures by the Smith
regime, are having severe repercussions on the economy of neighboring
Zembia wnose copper producing econcry depencs heavily on Southern Rhodesie
for power and the transit of supplies. The U.S. is helping the UK, as is
Cenede, with an eirlift aimed at ensuring that essential petroleum supplies
get to land-locked Zambia
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Elsewhere in Africa during the past year, the Communist states con-
uence, with mixed results., :
..,,,_.-“ . . . .

In general, the Sovliets seem intent on stirengthening themselves for
the longer run by working with established governments, by concentrating
on bringing more students to the USSR for academic, technical and military
training, by visits of perliamentarians, youth groups, trade unlon leaders
and others, and by better prepared aid programs. The Chinese Communists,
on the other hand, generally took a more militant line, best illustrated
by Premier Chou En-lal's statement ir Tanzania in June that Africa was
"ripe for revolution". This statement, however, seems to have boomeranged ;
it alarmed many African leaders who sew thelr own recently won independence
threatened by Chinese Communist instigated revolutions.

Both major Communist camps suffered some reversals. In the Congo
(Leopoldville), the Communist-supported rebellion was largely suvppressed

smell uncoordinated pockets of resistance. & o e
xiwd e e R o R e o
AP » e new Goverment of General Mobutu irst steps
in dealing with the urgent organizatiocnal, economic, and social problems
confronting the Congo. Wnile it -is too early to judge how effective these
endeavors will be, we are encouraged by the viger with which they have been
initiated.

The indefinite postponement of the Afro-Asian Conference (Bandung II),
together with the outlawing of the Communist Party in the Sudan have also
_helped +o reduce Comunist influence. 4 NREER A it el
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During 1965, Communist na gained recognition from only one additional
African state, Mauretania, and was expelled from two, Dahomey and the Central
African Republic. Indicative of the +roubled times that face these new,
developing netions, Africa's New Year was ushered in by four milltary coups.
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As I have noted in previocus years, the African areas of most immediate
strategic concern to the U.S. are those bordering on the Mediterranean
and in the Horn; the former guards the southern flank of NATC and the latter
stands at the approaches to the Red Sea. Within these areas, we have
important communication facilities in Ethiopia and Morocco. Wheelus Field
in Libys is the only remaining U.S. military air base in all of Africa and
the Middle East; i

During the past year, & new and potentially useful addition to our
fecilities has become available in the Indiesn Ocean. Several snall islands,
previously administered through Mauritius and the Seychelles, have been
formed into the British Indian Ocean Territory which would be availeble for
U.8.-U.X. use, should the need arise.

During 1965, the United Kingdom and France continued to withdraw their
armed forces from their former African colonies. Although France, at the
request of several of those countries, did slow down the rate of its troop
withdrawals, within a few months it will have only [N S = cund

a e - . B Jirrican countries and the
B 1 us soce swmall air and naval units. However, a special
S will be maintained in France for emergency service in Africa. The

in Swaziland and  :;349::Tff,in Libya.

British now nhave

As & result of the withdrawals, the African countries are now
concentrating more attention on strengthening thejir own security forces,
"D GJ. - el * oo B el - e SE PRI
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wrere eppropriate, we will encourage these countries to strengthen their
rubrlic safety {police) forces as an important factar for their future
stebhility. 1In the few countries where wz have both military assistance
erd puclic safety programs, the two are closely ccordinated.

Ac pefore, the United Hingdor, France end Belgium continue to shoulder
tra mein burden of helping their former territories to carry out economic
develorment progrems. Ameong other Free World countries, West Germany is
g substantial contributor, while Italy, Canads, Isreel, Nationalist Chins,
and Tse Netherlands have alsc provided significant assistance.
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Africa will continue to face the many problems common to developing
areas. Within resources available for this purpose, we should continue
to join other Free World nations in assisting the African nations to
improve their stability and security, in order that they may effectively
utilize economic aid and their own resources to move more rapddly toward
their own chosen political and economic goals. Not giving such help
at this time will only lead to more unrest and increasingly difficult
problems in the future.

T. _Latin America

Our major objective in Latin America is the promotion of econamie
and social development. As long as deprivation and stagnation persist,
political stability will be 4ifficult to achieve and opportunities for
anti-democratic elements will remain large. Economic and social progress
requires an enviromment free from internal disorder and International
conflict. It is our policy to help our Americaen neighbors maintain such
an enviromment and protect the peace and security of the Hemisphere.

The Second Special Inter-American Conference in Rio de Janeiro, last
November, addressed itself to some of the Hemisphere's most urgent problems.
The Acts and Resolutions adopted by the Conference laid the groundwork for
strengthening the inter-American system and for broader acceptance by our
neighbors of the concept of mutual assistance and self-help to achieve
social and economic development. They also offer hope for same advances
in the fields of peaceful settlement of disputes and the maintenance of
human rights.

The Act of Rio adopted by the Conference convokes a Third Special
Inter-Americen Conference to be held in Buenos Aires in July, 1966. It
also provides for consideration at this meeting guidelines for amendments
to the Charter of the Organization of American States {O0AS) which would
strengthen the Organization through structural changes and incorporate in
the Charter the basic principles and concepts of the Alliance for Progress,
which has already contributed to the economic and soclal progress of Latin
America. With respect to issues of peaceful settlement of disputes and
human rights, the Conference recommended that the Council of the OAS be
given the necessary powers to strengthen the capaclty of the Organlization
to give effective 2id in the settlement of disputes.

We think that all of the OAS countries have an cbligation ‘o encourage
the developeent of democracy and to help keep internal situations from
spilling over and disrupting the peace of the Hemlsphere. We think that
some kind of peacekeeping force might be useful; that the system should
have some more effective and responsive arrangement for dealing collectively
with: a clear and present danger to the peace and security of the Hemisphere.
Such an arrangement, supported by & peacekeeping force, would represent a
real sharing of responsibility and would also give pause to those elements
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which might seek to disrupt the peace. We belleve the problem is being
increasingly better understood now, and we shall continue to search for
a formuls that will lead to a greater sharing of responsibility in this
key field.

The achievement of economic and social progress in the southern half
of this Bemisphere will not be realized unless goverrmments there have
efficient and adequate security forces to thwart those elements interested
in blocking that progress for their own ends. Unfortunately, such elements
are at work in almost every Latin American country. There are groups who
oppose change simply because they wish to preserve the status quo from
which they presently benefit. There are also those who see a chance to
selze power in the atmosphere of dissatisfaction and unrest which results
from unsatisfactory soclal and economic progress. These latter are usually,
but not aslways, found on the extreme left -- the Communists, who more often
than not are aided and abetted from abroad.

It is for this reason that our military assistance program for Latin
America continues to be oriented toward internal security and civic action.
This assistance 1z not directed st eliminating protest or enforcing con-
formity, but rather at helping provide an enviromment in which economic
‘and social tasks can be effectively pursued. Govermments must be able to
keep viclence within bounds if peaceful change through democratic processes
is to be achieved. Our military assistance program in Latin America amounts
to about $75 million a year and our police progrems sbout $5-7 million,
compared with an average of over $1 billion a year for economic and social
projects. Thus, security assistance is only about eight percent of the
total.

During the past year, serious insurgency and terrorist attacks have
been successfully countered in several Latin American countries, notably
in Peru, Colombia, and Venezuela. In others, potential threats have been
contained.

Venezuela, the target for the most extensive Communist subversive
effort in Latin America, has been able to improve its control of guerrilla
and terrorist elements substantially during recent months. U.S. trained
units of their armed forces and police have spearheaded a government
campaign both in the cities and in the countryside.

In Peru, where Comunist-led guerrills warfare broke out during the
past year in two areas, the Government has already neutralized one of the
concentrations and has made good progress apgainst the other. U.S. trained
and supported Peruvian army and air force units have played prominent roles
in this counter-guerrilla campaign.

In Colombia, U.S. training support and equipment, including several

medium helicopters, have materlally aided the Colombian armed forces to
establish govermment control in the rural lnsurgent areas.
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N Y i olence in the mining ereas and in the cities
of Bolivia has continued to occur intermittently. We are asslsting this
country to improve the training and eguipping of its military forces.

Pressure on the government of Guatemala resulting from Communist
terrorist tactics has increased markedly during the past year. We are
supporting & small Guetemalan counterinsurgency foree with weapons,
vehicles, copmunications equipment and training.

4

In Uruguay, protracted econoric stagnation hes contributed to a
developing climate of popular unrest which recently culminated in a serious
wave of politically inspired strikes throughout the country. Our military
assistance to Uruguay is oriented toward improving the small arms, ammuni-
tion, communications, and transportation equipment of 1ts limited security
forces.

In our hemisphere there are still e number of bilateral disputes,
rmostly over boundaries but some over tle uses of rivers and other waters.
Eemispheric harmony will always be in danger of disruption until these
disputes can be put to rest. For our part, we belleve they should be
settled by peaceful means and should provide no justification for the
maintenance of armed units. We are striving by example to lead the way.

We have recently settled three of our own problems with Mexico --
te Chemizal boundary problem and the salinity problems of the Colorado and
Rio Grande. Generel areas of agreenment have been reached with Panama with
regard to the Paname Canal, and negotiations there are continuing. At
tie recuest of ithe United Kingdom and Guatenala, we have agreed to mediate
treir dispute over British Hondures.




The Cormminist regime in Cuba still poses a subversive threat to
Latin Americe, even though its efforts to date have not been remunerative.
Cuba's basic foreign policy objectives contimue to center on the "world-
wide struggle against imperialism" and on attempting to have Cuba's
revolutionary example followed in Latin America. Castro continues to
try to stimulate armed insurrection in & number of Latin American coun-

i R A U AR gy =
g n addition, the Cuban regime has been striving to expand its
influence in the uncommitted end underdeveloped countries of Africe and
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e do not see Castro's proposal to allow Cubans to leave the country
as portending e more moderate foreign policy. To the contrary, his
proposel seems to have been aimed primerily at embarrassing us and off-
setting the adverse propagenda impact resulting from the presence of
thousands of Cubans reedy to risk their lives to escape his regime. And,
as I pointed out last year, this is one of the ways in which Communist
regimes eliminate the opposition within their borders.

Following a period of marked declire, the Cuban economy, overall,
appears to have leveled off eand in & few arees, mey even have made some
recovery, The country's economic prospects, however, remain decldedly
poor. Despite efforts to expend trade with Free World countries end
reduce dependence on the Bloc, Cuba remains & client economy, requiring
continuing support from the Communist carp, particularly the Soviet
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Our policy in the Dominican Republic has been to assist the
Provisional Government, which was instelled last September, in restoring
more normal conditions prior to its holding free general elections, now
scheduled for this coming June.

With the Provisional Goverrment beginning to take hold, we have
been sble to reduce the number of U.S. trocps participating in the Inter-
Americen Peace Force (IAPF) from the peak strength of 23,850 on Mgy 17,
to & present level of sbout 6,000, The continued presence of these
troops is required for the maintenance of law and order, a prerequisite
to the establishment of a political atmosphere in which free elections
can be held, SN ) _ .

N, . s -1
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R SN indced, essential if it is to
weather this difficult transitio period, The date of withdrawal of
all troops will be determined jointly by the Provisional Govermment and
the Organization of American States. In the meantime, we are also
contributing importantly to the economic reconstruction and sociel
rehebilitetion of the country.

For Brazil, this will be a decisive year in setting its econamic
and political course for the next half decade or so President Castello
Branco, vho became chief executive in April 1964, | ‘

' 3 has initiated and maint




S -overnment of President Frei

In Chile,V
a fim foundstion of democratic

is trying to build the country's future on
traditions, The Chilean armed forces --
-- are emphasizing the improvement of eir and sea mobility so
vitel in view of the country's unique geographic configuration. We are
cooperating with those efforts, particularly by providing equipment and
training.

As T noted last year: "Although the threat of Comwyunist infiltra-
tion and subversion still hangs over Latin America, the more fundamental
problem in that region 1s to instill in the hearts of the people the
hope for a better future and to provide a sound basis for realizing that
hope. As long as hunger end econcmic stagnation persist in Letin America,
politicel stability is imperiled and the opportunities for Communi st
penetration are enrhanced, Thus, the real danger in this part of the
world is the discouragement, disillusionment end despeir of the people
resulting from the leck of economic and social progress and chronic
political instebility".

In these respects, the situation in Letin Americe continued to
improve during the last year, It is estimated that in 1965, the coun-
tries of Latin America averaged gains of sbout 5.6 percent in their
gross national products, After allowing for a populetion expension of
about 2.9 percent, the rate of growth on a per capite baesis was gbout
2.6 percent in 1965 compared with 2.3 percent the year before. Thus,
Latin Americe has done well by exceeding the goal of an annuel 2.5
percent per cepita growth rate esteblished by the Alliance for Progress
in 1962, Nearly every country increased its per capita GNP in 1965 over
the previous year. In the field of tex reform at least nine couniries
heve adopted legislation for more eguitable and modern ‘tax systems,

A1l in all, well over half the people in Latin America are bene-
fitting from Allience progrems, including over 25 million who are receiv-
ing surpius food from the United States end 100 million who are being
protected from melaria through Allience supported programs.

Pupils ettending classrooms built with Alliance support increased
an estimated 50 percent; teachers graduated from Alliance assisted
institutions increased an estimated 25 percent; in all, a total of over
100,000 teachers have received some training under the Alliance, Since
1ts beginning in 1962, the child-feeding program has increased &t e
very rapid pece. Urder the supervised agricultural credit progranms,
over 350,000 loens have been made to individual farmers, sbout 150,000
in 1965 compared with ebout 100,000 in 196h.
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Many Latin American nations ere making good progress in developing
plans for comprehensive, well-conceived development efforts. Of these
countries, some are also well advanced in creating the institutions and
political support needed to implement their programs. And some coun-
tries have actuslly begun to implement programs to attack the messive
problems of health, education, agrarian reform and hovsing and other
causes of low productivity and social and pollitical tension,

In Central America, econcmic integration is moving even faster
than expected, Between 1962 and 196k, intra-Central American trade
more than doubled and the region's GNP has been increasing at a aix percent
annual rate. The Foreign Ministers of the nine Latin Americen Free Trade
Area (LAFTA) countries last November created a Council of Ministers to
deal with important political problems, established a technical commission
to act independently of govermments in proposing integration steps, and
strengthened the LAFTA permanent Secretariat.

Thus, while many @ifficult political and economic problems remain
to be solved, encouraging progress has been made toward achieving Alliance
for Progress goals in Latin America.

8. Europe and the HATO Area

The North Atlantic Treaty Organizatlon, in its 17th year of existence,
continues to fulfill the purposes for which it was created by its members,
namely: "... to safeguard the freedom, common herltage and civilization of
their peoples, founded on the principles of democracy, individual liberty
end the rule of law . . . to promote stebility and well-being in the North
Atlantic area . . . /and/ to unite their efforts for collective defense
end for the preservation of peace and security."

Today, Western Europe presents a picture of unprecedented prosperity
and stebility, thanks in no smell measure to the great efforts which the
American pecple have made to rehabilitate the war-ravaged economies of
that area and to bolster its defenses against the Soviet threat, Todsy,
the six Common Market countries &nd the United Kingdom alone have a total
population, a totel military manpower pool and a total gross nationel
product well in excess of that of the Soviet Union, and Western Europe's
economic growth contlnues apace.

But as T pointed out last year: ", . . these same developments which
have So favorably altered the position of Western Europe vis-a-vis the
Soviet Bloc, together with the tremendous advances nade in militery tech-
nology, have also crested a need for a comprehensive reassessment, not of
the basic objectives of the Alliance, but rather of the ways and means by
which these objectives are to be achieved over the next decade. Our own
basic objectives in Western Burope are simply to ensure the security of
that area sgainst Communist aggression and to further ite economic growth
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and political stability. Certainly there can be no disagreement between
us and our European NATO partners on these basic objectives.”

What disagreements we do have concern the question of how best to
achieve these objectives. In the militery ares, the principal issues
revolve around nuclear policy and the future organizational structure of
the Alliance. With regard to the first issue, nuclear policy, there are
actually two problems. The first involves the role of tactical nuclear
weapons in & theater nuclear wer in Europe. I will discuss this subject
in scme detail in connection with the General Purpose Forces Programs.
But, at this point, I do want to remind you again, that we have already
provided our Eurcpean NATO partners with a substantial tactical nuclear
wegpons delivery capability -- with a variety of nuclear capable weapon
systems (including aircraft, missiles and artillery) and with training
for large numbers of Allied military personnel in their use. During the
last five years the number of tactical muclear weaspons in Western Europe
has been increased by about
These nuclear delivery systems are operated by NATO countries under the
ntwo-key" arrangement, in which the nuclear warheads themselves remain
in U.S. custody until they are released for use by the President of the
United States. This arrangement, which our allies accept without question,
has worked well in the past, and no change 1is contemplated in the future.

The egecond problem concerning nuclear weapons policy has to do with
the role of our Eurcpean NATO partners in the strategic nuclear mission.
We believe our mutual safety demands that the strategic nuclear forces,
1ike the theater nuclear forces, must be controlled under & single chain
of cammand. Since we have all agreed that an attack upon one member of
NATO would be considered an attack upon them all, a decision by amy NATO
nation to invoke the use of nuclear weapons in retaliation agalnst the
homeland of another power [ECEAESREEESS i BB could risk the immediate
involvement of all the members oI t t11imnce in & global nuclesar war.

Moreover, the complex of targeis egainst which such weepons would be
used must, es & practical metter, be viewed as & single system. Because
of the tremendous destructive potential of a nuclear exchange end the
great speed at which it could take place, decisions must be made and
executed very quickly. Targets must be allocated to weapons in advance
(of course, with options), teking into account both the character of the
targets and the charascter of our weapons.

Under these conditions, & partisl uncoordinated response could be
fetal to the interests of all the members of NATQ. Thet is vwhy in all
our discussions of the varlous plans to enlarge the participation of our
NATO pariners in the strategic nuclear offensive mission we have consistently
stressed the importance of ensuring that the Alliance's strategic nuclear
forces are employed in a fully coordinated manner egainst what is truly an
indivisible target system. The essential point here is not that this force
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must be under exclusive U,.S, ownership and control but, rather, that we
mist evoid the fragmentation and compartrentalization of NATO nuclear
power which could be dangerous to all of us.

Accordingly, we have been seeking for many years ways in which our
KATO partners could pley a more important role in all of the nuclear
affairs of the Alliance without sacrificing the principle of integrated
control, We have sympathetically considered a number of plens involving
the joint ownership and control of strateglc nuclear forces =-- the
Multilateral Nuclear Force consisting of POLARIS-armed surfece ships
collectively owned, controlled and permmed by the partiecipeting nations;
+he Allied Muclear Force consisting of certain elements of U.X. and U.5,
strategic forces to be jointly owmed and controlled by the participating
nations; and a mmber of veriations of these two basic plans.

In 8ll of our discussions of these plans with our NATO partners, we
have made it clear that any arrangement we enter into would have to rein-
force our basic policy of non-proliferation of nuclear weapons. In this
connection, in any NATO nuclear sharing arrangements, the consent of the
United States would have to be obtained prior to the firing of any of the
puclear weapons jointly owned and controlled by the participating nations.
Thus, these plans are designed to help prevent prollferation, not to promote

claims . <R SaR IR ..

We will continue to seek an acceptatle alternative +0 the unilateral
development of nuclear weapons by other 1IATO nations, but we will not allow
the Soviet Union a veto over the errangements we meke in NATO to defend
ourselves. As I pointed out last year, and as President Johnson has made
cleer, we are not seeking to force our own views on our NATO pertners.
Rather, we are seeking to £ind a way of responding effectively to the
lergest possible consensus smong them.

Meanwhile, at our own initiative end with the cooperation of our
Allies, we have taken a nuober of steps designed to develop within the
Allience a greater sharing of responsibility in nuclear affairs. The
Supreme Allied Cormander Europe (SACEUR) row has an international nueclear
plenning staff et Supreme Headgquarters Allied Povers Turope (SHAPE} and
Turopean officers from the SEATE steff now participate in nuclear weepons
plenning and tergeting at SAC Headguerters in Omzha.

Another important step forward wes teken last llovember when a Special
Cormitiee of NATO defense ministers met for the first time on U.S.
invitation., A majority of the members of NATO had made it clear to me
that they considered nuclear consultation and jJoint planning essential to
the vitality of the Alliemce. It was to increase the participation of all
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of our NATO partners in the planning of owr nuclear affairs that I
originally proposed in May 1965 a camittee of this sort.

The committee was instructed to find ways to increase Allled parti-
cipation in the nuclear planning and policy formulation, to improve our
cormunication systems with a view toward quicker consultation on the use
of nuclear weapons should it ever become necessary, and to facilitate the
exchange of information and data relevant to such consultation. As a
result, three working groups have been set up to undertake an examination
of arrangements in these three related areas and to make appropriate recom-
mendations. The worlking groups will report their findings to the Committee,
which will then report to the Council of Ministers. We hope through this
Comittee to achieve a greater participation by our NATO Allles in the
nuclear planning and arrangements of the Alliance and ,through that parti-
cipation, a better understanding of the enormous complexities of nuclear
warfare.

The second iesue, the future organizational structure of the Alllance,
is closely related to the first. It is President de Gaulle's view, as
we understand it, that basic changes in the world since 1949 have made
necessary certain refarms, as yet unspecified, in the North Atlantic Treaty
Organizetion. First, he argues that since the United States can now be
reached by Soviet nuclear missiles, this threat of retallation means that
FBuropeans can no longer be sure that the United States will respond on
the scale required if Europe came under Soviet attack. Second, he feels
ti:at in their present state of development, Eurcpean countries should no
longer mccept positions of "subordination” in the Alliance.

Although we cannot be sure of the pregise manner and timing of Presidemt
de Gaulle's actions with respect to the future of NATO, we believe that
sonetime this year France will probably make known her mroposals affecting
the Alliance. In order to avoid any misunderstanding, let me say that the
United States has no intention of precipitating a crisis within NATO by
making the first move in anticipation of possible French actions regarding
HATO or U.S. facilities in France. QOur intentlon is to entertaln seriously
and courteously any proposals France or any other Ally has to make, and to
seek through continuing consultation with our Allies an agreement in principle
as to how we should proceed. In other words, we plan to be prepared to
discuss in NATO French proposals for reform, while at the same time being
prepared, if that is finally necessary despite our hopes to the contrary,
to carry on the defense of NATO with our other thirteen Allies iIn the event
the French are not willing to participete in Alllance activities.

We are, and will remain committed to the North Atlantic Alllance
because it provides an indispensable means of meintaining collective
securit;” of the West. However, we believe that the principles of integrated
cormand in vrartime and cormmon defense planning in peacetime are essential
{for the effective defense of INATO, and thus for an effective deterrent.
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As T noted earlier, the defense of NATO is indivisible, especially
wit). respect to stratesic nuclear warfare. A system of combined cormand
and planning not only provides the most efficient method of employing the
riilitary capebilities of the Alliance, but also provides the means for the
most rapid and effective possible response in time of crisis. loreover,
it provides tie most practical frameworl: through wirich the Federal Republic
of Germary can play a full role in the defense of the West. If this control
is fragmented, the possibility of war by miscalcuwlation is increased.

. One final point! I believe that the accomplishments of HATC over the
past year have demonstrated that the Alliance is fully responslve to
changing circumstances. The problems of the Alliance will not be solved
by dissolving it imto a series of bilateral defense pacts. As long as the
Soviet Union represents a major potential military threat in Europe, there
will be no accepteble substitute for the collective and integrated defense
of the West. Tne changes which have taken place in the nature of the Soviet
threat to Western ERurope, in recent years, have not alffected the bhasic
realities that made the Alllance a political and military necessity some
seveirteen years ago.

Q. The United Nations

In our present preoccupation with the state of our defenses, brought
on by tne conflict in Vietnam, we should not lose sight of the fact that
he poal of ourNation is a world at peace. It was for this reason that
we joined with other peocples in the foundinz of the United Rations, and.
it is for this same reason that we have faithfully and consistently
supported that organization.

Even today, UN cobaervers and peacekeeping forces police cease-fire
and armistice lines and help maintain order in Cyprus, on the Gaza and
Sinai borders, on the Indo-Pakistan border and in Kashmir,

Differences over the rules Tor initiating and financing peacekeeping
will, to some extent, limit the UN's ability to undertal;e such operations
particularly where an operation is opposed by one of the Permanent llembers
of the Security Council. Nevertheless, significant areas for UN peace-~
leeping activity remain, perticularly where the Permanent Members agree
on tne need to bring & local conflict under control before it spreads,as
exemplified by the Kashmir dispute in September 1955.

The United States, through the Department of Defense, will continue
to do its part in providirng logistical services, notebly airlift and
conrunications support, for UN peacekeeping operations when called upon,
and we are prepared to explore the possibility of helping other countries
train and equip personnel for UN service.

* * * * *
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In swmary, the focus of the U.S., defense problem has shifted
perceptibly toward the Far East. Overt eggression by the Warsaw Pact
countries in Burope, particularly egainst NATO and other nations sallied
with the United States, seems increasingly unlikelv as long as we madin-
tein our militery strength and unity . o .- :
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- e threat of nuclear war, and even of large scale conventional
wars, has become more latent,whille the threat of local insurgency and
“rers of liberation’” hes become more active. Wnlle we may expect both
Cormunist China and the Soviet Union to take adventage of political
disarray, social unrest, raclal animosities and economle difficulties in
the developing areas of the warld to wealen tie U.S. position and the
Free World system of alliances, Cormunist China 3is far more prone to
attenpt to achleve its objectives by promoting force and violence. The
continued contention bpetween the two major centers of Communism presents
to the Free VWorld both opportunities and dangers. The Soviet leaders
appear to share with us & desire to avoid wers which might lead 0 &~
direct U.S.-USSR military confrontation and to curteil the smread of
Chinese Cormmunist influence, bLut the pressure of Chinese compebition for
the leadership of the Communist movement and revolutionary Torces every-
where, tomether with thelr owm evowed support for 'wars of national
liveration", impels the Soviets to maintain militant positions on many
issues and limits the areas in whiich ithey are willins to seek agreements
wit- us.

C. T1PACT OF THE DEFEIISE PROGRAN ON THE BALANCE OF PAYMENIS

The persisting deficit in the U.S. international balance of payments
ard tne comtribution which our delense expenditures abroad male to t.:at
Geficit continue to be of major concern. In CY 105 thie overall deficiv
ves about $2.0 tillion, with about $1.3 billion occurring in the last
nouarter of the year. However, as & result of the actions initiated by the
President last Februer:, we now expect that when final data are available
for 1G53, they will sihow a substantiel improvement over 196k, For the
first three guarters of 1965, the deficit ran at an annual rate of less
£ an half of tie 1954 fisure. Further progress in reducing the deficit
is articivated this vear as tue recestly ammounced,intensified vrogran is
implemented.
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Tn the case of Defense, our objective is to reduce the net impact
of our programs on the balance of payments, vwhile maintaining all
necessary comwbat cepabilities and without creating undue hardships for
the individual serviceman or his dependents. As shown in the table
below, we have made substantial progress during the last few years in
reducing the deficit on the "Defense"” account.

(4 Billions, Fiscal Years)

U.5. Defense Expenditures 1961 1962 1963 196k 1965

U.S. Forces and their

Support $2.5 $2.5 $2.5 $2.5 $2.5
Military Asslstance .3 .2 .3 2 .2
Other (AEC, etc.) .3 .3 _.2 .1 .1

TOTAL $3.1 $3.0 $3.1 $2.9 $2.7
Receipts - .3 - .9 -1.4 -1.2 -1.3
NPT ADVERSE BALANCE  $2.8  $2.1  $1.7 1.7 §L.k

Last year I stated that we hoped to reduce further the net adverse
balence on the "Defense" account to an annual rate of sbout $1.4 billion.
Despite increased overseas military expenditures associated with activi-
ties in Southeast Asia during the last half of the year, we were gble
to schieve that goal in FY 1965. The reduction since 1961 stems princi-
pally from increased receipts from military sales -- a direct result ol
a greatly intensified effort in this area. During this period Defense
foreign exchange expenditures were held relatively constant in spite of
substantial wege and price increases overseas. For example, between
1961 and 196%, wage levels in France rose by 27 percent, in Germeny by
30 percent and in Japan by about 33 percent; and they have continued to
rise during the past year. While such increases help the relative compet-
itive position of U,S. products in foreign marlkets and, hence, our balance
of psyments, for the Department of Defense, they simply increese the cost

of our deployments overseas ~-- between IY 1961 and 1965 these and other
increasses would have added about a half a billion dollars to our expendi-

tures had they not been offset by such actions s the following:

1. U.S. produced supplies and services are generally favored
whenever their cost, including transportation and handling, does
not exceed the cost of foreign goods by more then 50 percent.
Through FY 1965, sbout $250 million of such procurement was diverted
to U,S. sources.
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2, Offshore procurement for the Military Assistance Program
is generally limited to the fulfillment of commitments made in
prior years. In FY 1965, fareign purchases of major items for MAP
were approximately $65 million, little more than half the FY 1964

figure.

3., In FY 1964 and FY 1965 we reduced the number of foreign
nationals employed by the Department of Defense by appraximately
35,000, sbout a 15 percent reduction during tlie two years. The
staffs of U.S. military headquarters overseas were also reduced
about 15 percent.

k., We are adjusting our forces deployed abroad to changes in
our own militery capabllities and those of our allies, whenever possi-
ble. For example, during FY 1954 and 1965, we completed the phase
out of the B-47 bomber force in Europe and the transfer of certain
alr defense responsibilities to the forces of Spain and Japan.

5, We have eliminated all but the most essential overseas
construction from owr programs and are reducing thie foreign exchange
cost of those approved projects by requiring the use of U.S.
econstruction contractors, U.S. flag cearriers and U.S. produced naterials
whenever practicable.

6. We are closely scrutinizing the requirement for all existing
overseas bases and facilities and are attempting throuch consolidation
and inactivation to reduce their costs to a minimum. As you know,
last Decenber, we ammounced 20 such inactivations or consolidations in
foreign countries. For example, we expect to withdraw all Air Force
activities from Ernest Harmon Air Force Base in Newfoundland, Canada,
by next Januery and phase out the DEW line barrier squadron homeported
at Argentia, Newfoundland, by this July. In France, we will consolidate
certain Army depot activities by this coming June, thereby dropping
over 2,000 French national employees and eliminating about 1,300 U.5.
military personnel spaces. In total, these 20 actions will reduce the
number of forelgn nationals by about 3,900 and eliminate approximately
8,000 military spaces.

We also are making an intensified effort to meintain and, if possible,
increase the level of recelpts from military sales. Since the end of FY 1061,
orders, commitments and options for over $9 billion of U.S. military equip-
ment and services have been obtained. In addition to thelir balance of
payments benefits, these sales make a positive contribution to the overall
defense posture of the Free World by providing our allies with modern equip-
ment &t a cost far less than it would cost them to develop and produce it
themselves. Moreover, these sales add to our own economic well-being. For
example, they will provide almost $1 billion in profits to U.S. industry and
over one million man-yvears of worl to American labor.
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Purchases by the Federal Republic of Germany under its military off-
set apgreement remain the most significant in terms of total dollar amount.
During the past year, however, we have consummated several other signifi-
cant sales, most notably with Australia, Jtaly and the United Kingdom.
Australia will purchase about $350 million worth of U.S. military goods
and services over tihe next three years including C-130s, P-3s and S-2Bs.
Last Decemher, arrangements alsc were completed with Italy for the co-
production and purchase of about $200 million of military equipment,
ineluding the all-weather F-104 aircraft. The United Kingdom during
FY 1965 sirmed orders for nearly $500 million of U.S. equipment,including
24 0-130 transports and 43 F-4 fiphter ailrcraft. In addition, the UK
took options on more than $l.4 billion of additional F-4 and F-111 aircraft.

Because of the size of its potential military procurements from the
U.S. and their balance of payments affects, the UK. has asked us to search
out the types of military equimment we plan to buy for which British firms
night compete. This would enable them to earn a part of the dollar exchange
needed for their much larszer purclases from the U,S3. Early thls year we
expect to request bids from U.S. and U.K, firms for eleven small non-
combatant ships having a total wvalue in terms of foreign exchange of about
$50 million. I think it si:ould be clear to all that our future gbility to
negotiate additional sales programs will depend, st least in part, on our
demonstrated willingness to male some reciprocal purchases where Torelgn
equipment is competitive in price, quality and delivery schedules.

Presently, the outlook Tor Defense-related foreign exchange expendi-
tures is elouded by the situation in Southeast Asia., Waille we are taking
every reasonable measure to reduce their impact, our lncreased activities
in that area will, indeed, result in higher belance of payment costs. Our
tentative estimate is that sueh costs may increase by several hundred
rillion dollars in FY 1066, solely because of Vietnam-related actions.

If it were not for the measures ve are takinz, these costs could be much
higher. For example, the bull: of the materials and equiyment beiny used
in our large construction program in Vietnam are coming from the U.BS.

Also, we are increasing substantially the nmuwber of U.S., military construc-
tion battalions used for tHis worlk,

Tis set-back to our effort to reduce foreign exchange expenditures
makes it even more important to find off-setting ections. To this end,
we have apgain bolstered our sales effort, and I can assure the Committee
that we will continue to scrutinize very closely every overseas nilitary
activity and function which involves expenditures abroad.
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II. STRATEGIC COFFENSIVE AND DEFENSIVE FORCES

Included in this chapter are the two major programs which con-
stitute our general nuclear war forces: +the Stratetic Offensive Forces
and the Strategic Defensive Forces, including Civil Defense. Because
of the close interrelationshlp and, indeed, the interaction of these
components of ocur general nuclear war posture, it is essential that they
be considered within a single analytical framework. Only then can the
nature of the general nuclear war problem in all of its dimensions be
fully grasped and the relatlive merits of avallable alternatives be
properly evalusated,

A, THE GENERAL NUCLEAR WAR PROELEM

Last year I pointed out that our general nuclear war forces should
have two baslc capabillities:

1. To deter deliberate nuclear attack upon the Unlted States
and its allies by maintaining, contipnuously, a highly reliable
ability to inflict an unacceptable degree of damege upon any
single aggressor, or combination of aggressors, at any time during
the course of & strategic nuclear exchange, even after absorbing
a surprise first strike.

2. In the event such a war nevertheless occurred, to limit
damage to the populstion and industrial capacity.

The firat of these capabilities we call Assured Destruction and the
second Damage Limitation.

Viewed in this light, the Assured Destruction capability would require
only & portion of the ICBMs, the submarine~launched ballistic missiles
(SLBMs)] and the manned bombers. The Damage Limiting capability would be
provided by the remainder of the strategic offensive forces (ICEMs, SLBMs
and manned bambers), as well as area defense forces {manned interceptors,
longer range anti=ballistic missile missiles, and anti-submarine warfare
forces), terminal defense forces (anti-bamber surface-to-air missiles and
shorter range anti-ballistic missile missiles), and passive defenses
(fallout shelters, warning, etc.). The strategic offensive forces can
contribute to the Damage Limiting objective by attacking enemy delivery
vehicles on thelr bases or launch sites, provided that our forces can
reach them before the vehicles are launched at our cities. Area defense
forces can destroy enemy vehicles enroute to their targets before they
reach the target areas. Terminal defenses can destrcy enemy weapons or
delivery vehicles within the target areas before they detonate. Passive
defense measures can reduce the vulnerabllity of our population to the
weapons that do detonate.
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The vital first objective, which mist be met in full by our
strategic nuclear forces, is the capability for Assured Destruction.
Such a capability will, with a high degree of confidence, ensure that
ve can deter under all foreseeable conditions a calculated, deliberate
nuclear attack upon the United States or ite allies. This capability
must be provided regardless of the costs and the difficulties involved.

Once enough forces have been procured to provide high confidence of
an Assured Destruction capabllity, we can then consider the kinds and
amounts of forcea which might be added for reducing damage to our popula-
tion and industry in the event deterrence fails. Such Damage Limiting
programs could range across the entire spectrum, from one designed against
a threat of a minor nuclear power =- for example, the Chinese Communists
in the 19708 ~= to one designed ageinst the threat of a carefully synchron-
ized surprise first strike by the Soviet Union on our urban industrial areas,

With respect to the Damage Limiting problem posed by the Soviet nuclear
threat, I believe 1t would be useful to restate briefly certain basic con-
siderations which have guided our programs over the last several years.

First, agalnst the forces we expect the Soviets to have during the
next decade, it will be virtually impossible for us to be able to ensure
anything approaching complete protection for our populations, no matter
how large the general nuclear war forces we provide, and even if we were to
strike first. The Soviets clearly bave the technical and econamic capacity to
prevent us from achieving & posture which could keep cur fatalities below
some tens of millions; they can increase their first strike capabllities
at an extra cost to them substantlially lesa than the extra cost to us of
any additionsel Damage Limiting measures we might take.

Second, since each of the three types of Soviet strategic offensive
systems (land-based missiles, submarine-launched missiles and manned
bombers) can, by itself, infliet severe damage on the United States, even
a "very good" defense against only one type of system has only limited
value.

Third, for any given level of Soviet offensive capability, successive
additions to each of our various Damage Limiting systems bave diminishing
marginal velue. The same principle holds for the Damage Limiting force
as a whole; as additional forces are added, the incremental gain in
effectiveness diminishes.

At the other end of the spectrum, it now appears to be technleally
feesible to design a defense system which would have & reasconably high
probability of precluding major damage to the United States from an Nth
country nuclear threat, e.g., Communist China in the 19T0s. Such a
defense system would also be effective against an accidental missile
lasunching.
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It wes with these considerations in mind that we have carefully
evaluated the major mlternatives available to us in meeting the two
strategic cbjectives of our genersl nuclear war forces -- Assured
Destruction and e Limitation ~- in the light of the threats pro-
Jected In addition, we
have glven speclal attention this year to an analysis of :
considerably greater than those' e . —

Accordingly, this chapter will deal with:

« The capabilities of our general nuclear war forces against
the expected threat, -

+ The adeguaéy of our Assured Destruction forces against a
mich higher-than-expected Soviet threat.

. Specific recommendations on the general nuclear wer programs
for the FY 1967-T1 period.

B.  CAPABILITIES OF THE PROGRAMMED FORCES AGAINST THE EXFECTED THREAT

In order to assess the capabilities of cur genersl nuclear war
forces over the next several years, we must take into account the size
and character of the forces the Soviets are likely to have during the
same perlod. While we have reasconably high confidence in our estimates
for the near future, our estimates for the latter part of this decade
and the early part of the rext aere subject to great uncertainties. As
I pointed out in past appearances before this Committee, such projections
are, at best, only informed estimates, particularly since they deal with
& period beyond the production and deployment lead-times of the weapon
systems Involved.
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1. The Soviet Strategic Offensive-Defensive I'orces

By and large, the current estimates of Soviet strategic forces pro-
jected through mid-1970 are of the seme general order of magnitude as
those which I discussed here lest year. Summarized in the table below
are the Soviet strategic offensive forces estimated for 1 October 1965,
mid-1967 and mid-1970. Showm for comparison ere the U.3. forces programmed
Tor the same dates.

U.S. VS 30VIET STRATEGIC NUCLEAR TORCES

1 Oct. 1965 Mid-1967 Mid-1970
U.S, USSR U.S, USSR [

TeT2is8/
Soft Launchers
Hord Leunchers

0
85k
Total "85k

MR/IRRs
Soft Launchers
Hard Launchers

Mobile
Total 0
srm1sd/ L6k
Bonbers and Tanker'c/
Heavy 1250
Medivm 305

Total 1555
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3. Adequacy of the Strategic Offensive Forces for Assured Destruction

Although no one can state with any degree of certainty how a general
nuclear war between the United States and the Soviet Union might evolve,
for purposes of evaluating the Assured Destruction capabilities of our
forces, we must assume the worst possible case ~- that the Soviets strike
first in 8 well-coordinated surprise attack..”
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TS e P nd destroy half of the industrial capacity of the
Soviet Union. By doubling the number of delivered warheads _Soviet
fatalities and industrial capacity destroyed are increased by considerably
less than one-third. Beyond this point, additional increments of warheads
delivered do not eppreciably change the results, becsuse we would bave to
bring under attack smaller and smaller citles, each requiring one delivered
warheead.

It is clear, therefore, that our strateglc offensive forces are far
more than adequate to inflict unacceptable damege on the Sovietl Union,
even after absorbing a well-coordinated Soviet first strike agalnst those
forces. Indeed, it appears that

would furnish us with a completely
adequate deterrent to & deliberate Soviet nuclear attack on the United
States or its allies.

detonated over 50 Chinese urben centers
would destroy half of the urban population -m:L]_'Lion people) and destroy
more then one-half of their industry. Such an attack would also destroy
most of the key governmental, technical and managerial personnel and a
large proportion of the skilled workers.

Thus, without any use of the bomber forces, the strategic missile
forces recommended for the FY 1967-T1l period would provide substantially
more force than is required for an Assured Destruction capability egainst
both the Soviet Union and Communist China simultaneocusly.

b, The Role of the Manned Bomber Force

Given current expectations of vulnerability to enemy attack (before
and after launch), and simplicity and controllability of operation,
missiles ere preferred as the primary weapon for the Assured Destruction
mission. Their ability to ride out even & heavy nuclear surprise attack
and still remain available for retalistion at times of our own choosing
weighs heavily in this preference. On the basis of the latest intelligence,
we are quite confident that the Soviets do not now have, and are most
unlikely to have during the next five years, the ability to infliect high
levels of pre-launch attrition on our land-based missiles, or any attrition
on our submarine-based missiles at sea.

However, for purposes of enalysls we have estimated the additional

forces which would be required if our missile forces turned out to be
less reliable and suffered greater pre-launch attrition than currently
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estimated. To simplify the presentation, we show & hypothetical case

in which our missile forces would be barely adequate for the Assured
Destruction task, glven the expected missile effectiveness and allowing

no missiles for other tasks. {In fact, &s I have indicated, our approved
missile forces are as large as required for the Assured
Destruction task and therefore already have built into them a large.
measure of insurance.) The table below shows the cost of insuring against
various levels of unexpected missile degradatlon by buying elther additionel
missiles or bombers to attack the targets left uncovered as a resuli of the
assumed lowered missile effectiveness. Against the current Soviet anti-
bomber defenses we have measured the cost to hedge with bombers in terms

of B~52s armed with gravity bombs since the FB-111/SRAM would be a more
expensive alternative., Conversely, egeinst an improved Soviet anti-
bomber defense, we have used the FB-111/SRAM since it would provide a
cheaper hedge than the B-52 armed with either gravity bombs or SRAM.

COSTS TO HEDGE AGAINST ILOWER THANW EXPECTED MISSILE EFFEC S
(Ten Year Systems Costs in Billions of Dollars)2

Cost to Hedge With:

Assumed Degradation to B-52/Gravity Bombs FB-111/SRAM (Against)
Missile Effectiveness Additional (Ageinst Current Soviet Improved Sovies-?nti-
(Realized/Planned) Missiles Anti-Bozber Defenses) Bomber Defense
1.0 - - -

8 $ .8 $ 1.3 $ 5.4

.6 2.0 2.6 T.T

.5 3.0 3.3 8.7

4 L.5 L.o 9.6

.3 7.0 L7 10.6

.2 12,0 5.3 11.5

Only when missile effectiveness falls to less than about 50 percent
of what we actually expect are bombers less costly than missiles for
insurance purposes. Against current Soviet defenses, the presenily avail-
able B-52G-H force (255 sircraft) is adequate to hedge agalnst complete
failure of the missile force, insofer &s our Assured Destruction objective
is concerned. Against possible improved Soviet defenses, we must be willing
to believe that our missile effectiveness could turn out to be lower than
30 percent of what we expect before we would wish to insure with FB-111/SRAM
gireraft rather then with mlssiles,

E/ Ten year s,stems costs include for missiles -~ operating costis plus procure=
ment of missiles for replacement and testing; for bombers -- operating
costs of bombers/tankers, modification costs plus procurement of the FB-111.
v/ /issumes the Soviets deploy a foree of new, improved manned interceptors in
the western part of the Soviet Union, equivalent in effectiveness 1o a
force of about 300 F~1l1s equipped with ASG-18 fire control and AIM-UT
air-to-air missiles.
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Similar arguments could be developed with respect to "greater-than-
expected" Soviet ballistic missile defense effectiveness. I will discuss
this and other "greater-than-expected" threats later in this statement,

In summary, for the Assured Destruction mission, manned bombers must
be considered in & supplementary role. In that role they can force the
enemy to provide defense against aircraft in addition to defense against
missiles. This is particularly costly in the case of terminal defenses.
The defender must make his allocation of forces in ignorance of the attacker's
strategy, and must provide in advance for defenses against both types of
attack at each of the targets. The attacker, however, can postpone his
decision until the time of the attack, then strike some targets with missiles
alone and others with bombers alone, thereby forcing the defender, in effect,
to "waste" a large part of his resources. In this role, however, large
bomber forces are not needed. A few hundred aireraft can fulfill this
function. Accordingly, as will be discussed later, we propose to maintain
indefinitely an effective manned bomber capability in our Strateglc Offensive
Forces,

5, Adeguacy of the Strategic Offensive-Defensive Forces for
Damage Limitation

The ultimate deterrent to & deliberate nuclear attack on the United
States or its allies is our clear and unmistakable ability to destroy the
attacker as a wviable society. But if deterrence fails, either by accident
or misealculation, it is essential that forces be available to limit the
damage of such an attack to ourselves or our allies. Such forces include
not only anti-aircraft defenses, anti-ballistlc missile defenses, anti-
submarine defenses, and civil defense, but also offensive forces, i.e.,
strategic missiles and manned bombers used in a Damage Limiting role.

a. Damage Limitation Against the Soviet Nuclear Threat

With respect to the Soviet Union, the potential utility of all Damage
Limiting efforts, including the use of our Strategic Offensive Forces in
that role, 1s critically dependent on & number of uncertainties:

1. Future developments in the Soviets' general nuclear war forces
in the sbsence of furilier major Damage Limiting efforts on our part,

+

2. Their response to our efforts at Demage Limiting,

3. If deterrence fails, the precise timing of a nuclear
exchange as well as the Soviet objective in such an exchange.
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In order to illustrate some of the major issues Involved in this
problem, we have tested four Demage Limiting programs agalnst two possible
future Soviet threats. In practice, of course, uncertainty about the
direction in which the Soviet threat was developing would lead us to
meintein & flexible approach, matching the scope of our force déployments
1o our owvn technleal progress and to our evolving knowledge of the Soviet
threat. Nevertheless, these cases help to develop &n appreciation of
the possible future cosis and benmefits of such Damege Limiting programs.

The strategic offensive and ARM portions of the two Soviet threats
are shown below:

1967 1970 1975

Soviet Threat I

1CENS
Bombers/Tankers
SLals

Anti-rgissile lMissiles

Soviet Threat II

. ICEs
Bombers/Tankers
SLBHMs

Anti-missile Missiles

Threat I is basically an extrapolation of the latest intelligence
estimates reflecting same future grouwih in bothk offensive and defensive
forces. Threat II is a nmajor Sovlet response to our deployment of a
ballistic missile defense. It incluédes & large number of blg, land-based
missiles equippeé with penetration aids designed to overwhelm our ARNM
defenses and a gqualitatively improved and somevwhat larger manned bomber
force. Threat II further assumes that the Soviet Union also responds
defensively by deploying a very sizeable, sophisticated ABM system.

T™iis would require major additions to the U.S. offensive capability in
terms of additional forces needed to maintain our Assured Destruction

capabllity.
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The major components of the four U.S. 1975 Damage Limiting postures
considered in ithls analysis are shown below:

Alternative U.S. Damage Limiting Posture Ageinst:
Soviet Threat I Soviet Threat I1
Components Posture .+ Posture B Posture C Posture D
KNIKE-X
SPRINT msls
DMLISXZ msls
Terminal Bomber Defenses
SAM-D Btrys
Air Defense
F-12 Interceptors
Cities w/Terminal Defenses
Offensive Forceg®/
TITAN 11
MIOWWTEAN
ICH
POLARIS Aj/A-3
POSEIDON 2

Postures 4 and B are tailored against Soviet Threat I; Postures C and D
egainst Threat II. All four include Civil Defense.

The SPRINT missile, which I described to you last year, is now under
development and would be used for terminal defense of population targets.
The DML5X2 1s the new extended-range interceptor missile, the development
of which was initiated last year by reprogremming some 522 million of FY
1945 funds., On the basis of our experience wilth ZEUS missile techniques,
ve feel sure we can design and develop & nmissile with a range of 300 miles
or more. Thnis missile would carry a multi-megaton warhead with 2 large
lethal radius ebove the atmosphere. Protecting or hardening the re-entry
vehicle sgainst such a defense weapon carries with it a great weight
penalty which would probably become prohibitive if the attacker were to
ettempt to ensure the survival of his re-entry vehicles at less than five
miles from the burst of the interceptor's warhead. However, we know from
our own penetration aids research end development programs that even such
en area defense could be overcane oy & strong and sophlsticated atiack
using multiple warheads hidden within chaff clouds hundreds of miles long.
Thws, terminal defenses would also be reguired to deal with those warheads
which 4o penetrate the area defenses,

E/ ficsile forces are itotal forces for 4ssured Destruction and Damege
Limiting.

b/ ICH is a new solié fueled ICz: wit:|Mtimes the payloed capacity of
the present LIWUTEMAN. POSEIDCI is & nevw missile for the POLARIS sub-
parine force with aboutmti:nes the payioad of a present POLARIS
A=3 missile.
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The NIKE-X system would also include & pumber of different types of
radars: multi-functional array radars (MAR), missile site redars (MSRs)
and perhaps VHF radars.

The SAM-D is a new ground-to-air anti-asircraft missile system which
is now in a very early stage of development.

The F-12 is the interceptor version of the Mach 3 YF-12A alrcraft,
three of which are now in a flight test phase.

The postures discussed here are tentative, but they illustrate the
overall costs and effectiveness of a range of possible deployments. As
our knowledge in this area of rapidly changing technology increases, we
will refine these deployments and our calculations of cost and effective-

ness.

The interaction of the various Soviet threats and the four alternative
Damage Limiting programs are shown in the following table:
COSTS OF U.S. DAMAGE LIMITING POSTURES AND SOVIET DAMAGE POTENTIAL

Soviet Damage Potential
in Terms of Millions,

Prgggﬁm Costs FY 1966-75 _of U.5. Fatalitles
Cost Attributed  Damage Total Soviet U.S.
to Assw;.u'ed.b Limiting U.S. First First
Destruction -/ Increment Posture Sitrlke Strike
1970 {Billions of Dollars)
USSR Expected Threat
U.S. Approved Program 130-135 90-95

975
USSR Threat T
U.S. AD¥Posture Plus Lid

Civil Defense Program $22.k $ 1.5 $23.9 130-135 90-105
U.S. AD Posture Plus Full

Fallout Shelter 2o 3.b 25,8 110-115 80-85
U.S. DL¥Posture A 22.4 22,5 kL.9 80-95 25.40
U.S. DL Posture B 22,4 30.1 52,5 50-80 20-30

USSR Threat IT

U.S. DL Posture C 28.5 24,8 53.3 105-110 35«55
U.S. DL Posture D 28.5 32.3 60.8 T5=100 2540

¥LD is Assureq Destruction; DL is Damage Limiting.

a/ Rounded to the nearest five million.

B/ The Assured Destruction posture designed ageinst Threat I is more than
just & minimal capability; it is designed 1o provide insurance ageainst
wnexpected changes in the threat. In Postures C and D a larger strategic
missile force is provided for Assured Destruction to counter the increased
Soviet offensive threat and the much more extensive ABM defense. (Threat
II requires about three tlmes as much surviving, deliverable payload
than Threat I, just to meintain our Assured Desiruction capability.)
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The program costs shown on the table represent the value of the
resources required for each of the altermative postures. The costs
attributed to Assured Destruction represent the resources required to
ensure that we can, in each case, deliver and detonate at least the

over Soviet cities, even after
a surprise Soviet attack. The costs for Damage Limitation represent the
value of the additional resources required to achleve the various postures
shown on the table. The last two columns of the table show the U.S.
fatalities which would result under %wo alternative forms of nueclear
ver outbresk. In the Soviet first sirike case, we assumed that the
Soviets initiate nuclear war with a simultaneous attack against our cities
and military targets, and with the veight of their attack directed at our
cities. 1In the other case, ve assume that the events leading up to the
nuclear exchanze develop in such a vay that the United States is able to
strike at the Soviet offensive forces before they can ve launched at
sur urban targets.

The ranges of fatalities estimated in the table reflect some of the
possivle variations 1n Soviet targeting doctrine, in technological sophis-
tication, in errors in attack planning, and in the degree of disruption
to Soviet attack coordination. The higher end of the ranges of fatalities
shovn for each case represents the full damage potential (a well-plenned,
well-coordinated attack to maximize fatalities) under the assumed con-
ditions. The lower end of the ranges of estimates represenis possible
degradations in execution and targeting. All estlmates assume 4hat the
Soviets have missile penetration aids which are as sophisticated as our
own are expected to be in the same time period, although ST
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The first line on the table shows the Soviet damage potential against
the currently approved U.S. program in 1970. Tt illustrates the projected
performance of the currently epproved bomber defenses, the Civil Defense
program and the strategic offensive forces. Without these programs, the
demage potentiesl could be 160 million or more U.S. fatalities in & mixed
Soviet attack on military and civilian targets. This total would not
increase very much even if the Soviets directed all of their forces at
our cities.

As shown on the second line of the table, the situation is not sub-
stantially changed by the essumed Soviet bulldup (Threat 1) between 1970
and 1975. A Full Fallout Shelter Prograzs, at a cost to the Government
5>f about $3.4 billion, would reduce fetalities by about 15-20 million in
both cases. Damage Limiting Posture A (cost -- $22.5 billion) might reduce
fatalities to somewhere between 80 end 95 million and Posture B {cost --
$30.1 billion) to between 50 and 80 million in an early urban attack.
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But the benefits of these Damage Limiting programs could be substantially
offset, especially in the case of a Soviet first strike, if the Soviets
vere to increase their offensive forces to the levels assumed in Threat II.

Even larger Soviet responses than that of Threat II cannot be ruied
sut completely by what we know of Soviet technology and resgurce constraints.
Whether or how the Soviets actually would respond depends on how strongly
they desired a reliable threat against the United States, and on the alter-
pative military and non-military uses they have for the resources involved.

The costs of the various Demage Limiting programs would, of course,
be spread over a period of years. Even 80, they would reach $5 to $6
billion per year in the early 1970s. To maintain or improve the postures
shown (against an evolving Soviet threat) might involve continuing annual
expendituressf $4 to $5 billion.

On the basis of this and other anelyses of the Damage Limiting problem
in relation to the Soviet nuclear threet, we have concluded that:

1. Against likely Soviet postures for the 1970s, appropriate
mixes of Damage Limiting meesures could effect substantial reductions
in the meximum damage the Soviets could infliet, but only at sub-
stantial additional cost to the U.S. over and above that required
for Assured Destruction. Even so, &gainst a massive and sophis-
ticated Soviet surprise attack on civil targets, there would be
little hope of reducing fatalities below 50 or more millions.



2. An efficient Damage Limiting effort against the kinds of
postures which the Soviets could achieve in the 1970s would require
a mix of measures, including a full clvil defense Fallout Shelter
Program, ballistic missile defenses, anti-submarine {SLEM) defenses,
and improved bomber defenses. Ageinst a very rapid buildup of
Soviet missile forces based in hard silos, additional U.S. missile
payload might have to be added.

3, TFeasible improvements in missile accuracy, and the use of
MIRVs where applicable, could greatly increase the efficlency of
our offensive forces against Soviet hard targets. However, the
effectiveness of offensive forces in the Damage Limiting role is
sengitive to the timing of & nuclear exchange.

4, Assuming that the Soviet bomber threat remained at least
es great as we currently estimate, a decision to build a gignificant
U.S. Damage Limiting capability would require the deployment of &
force of improved interceptor aircraft. The cholce of a specific
aircraft and the desired force size would depend on the composition
of the threat, the level of Damage Limiting effectiveness aimed at,
and the timing of the declslion.

5. An ABM system ong range exoatmospheric inter-
ceptors in addition to lover altitude
interceptors could complicate even & sophisticated attacker's
ballistic missile penetration problem. It could also improve over-
all system performance compared to an equal cost system employing
lower altitude interceptors only. However, this conclusion is
based on & preliminary analysis and there are still many unresolved
questions about the design and performance of & system employlng
both exoatmospheric and lower altitude interceptors.

6. Since our allies have very little Damege Limiting capability
of their own, our offensive forcees are likely to remain the primary
agent for limiting damage to them.

7. The entire problem of the extent and kind of efforts ve
should make to limit demage is dominated by the great uncertainty
about Soviet responses to those efforts. Accordingly, we should
not now commit ourselves to a particular level of Demage Limita-
tion against the Soviet threat -~ first, because our .deterrent
makes general war unlikely, and second, because attempting to
assure with high confidence against all reasonably likely levels
and types of attack is very costly, and even then unlikely to
Elceeed. Our choices should be responsive to projections besed
upon the observed development of the Soviet threat and our evelving
knowledge of the technical capabilities of our own forces.
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b. Damage Limitation Against an Nth Country Ruclear Threat

During the past year, the potential of an Nth country nuclear threat
to the United States has become more real and the feasibility of a moderate-
ly priced defense against it more promising. As pointed out earlier, the
Chinese Communists have detonated two nuclear devices and could develop
and deploy a small force of ICEMs by the mid to latter part of the 19T70s.
Other nations are economically and technologleally capable of producing
nuclear weapons within the next ten -years.

Obviously the threat of greatest concern to the United States is that
posed by Communist China. The development and deployment of even a small
force of ICEMs might seem attractive to them as a token, but still highly
visible, threat to the U.3., designed to undermine our militaery prestige
and the credibility of any guarantee which we might offer to friendly
countries. The prospect of an effective U.5. defense against such a force
might not only be able to negate that threat but might possibly wealken the
incentives 1o produce and deploy such weapons altogether,

In order to illustrate the possibilities of defense against an Nth
country nuclear threat, we have analyzed two possible U.5. Damage Limiting
postures in relation to two levels of threat in the mid-19T70s. The major
ABM components of these postures are shown below:

Posture E Posture F

Cities With Local Defense 2z 25
Major Components

TACMAR Radars 0 T

VHF Radars 0 6

Missile Site Radars (MSRs) 75 26

Area Interceptors (ZEUS) ) 1176

Terminal Interceptors (SPRINT) 3480 1088

Posture E provides terminal ABM defense for 22 cities using Missile
Site Radars (MSRs) and SPRINT interceptors, but no aree defense. Posture
F includes an area defense of the entire country, baesed primarily on
TACHMAR radars for long range acquisition of targets, and area interceptor
missiles with high-yield warheads for long-range kills of re-~entry vehicles.
The TACMAR is an austere wversion of the multi-function array radar with
reduced tracking and discriminating capabilities, The VHF radars would be
used to detect very low radar cross section objects at sufficient range
to permit attack with the long range interceptors. Posture ¥ also provides
terminal defense for 25 citles. Both postures might also require some
anti-bomber, ASW and civil defense.



The effectiveness (and cost) of these postures could be increased
further by strengthening them in any of & number of ways. Against attacks
employing no penetration alds, increasing the number of long range inter-
ceptor missiles might be preferred. Against more sophisticated or larger
attacks, the number of Missile Site Radars at each point defended with
SPRINT might be increased _ the capebilities of the TACMAR radars
might be improved, or more cities might be provided terminal defenses.

A minimum anti-bomber defense could be provided by devloylng our
current interceptor aircraft around the periphery of the country. Such &
force, which would be required for the peacetime air surveillance mission
in any event, would provide a relatively effective defense egainst small
bomber attacks. To achleve higher effectiveness, this minimum area air
defense could be supplemented: first, by an improved surveillance cap-
ebility to ensure ageinst epemy aircrafi approaching U.S. airspace un-
detected; and second, by more advanced interceptors capable of attacking
enemy aircraft with a higher kill probabllity and further fram sur borders.

Our analysis suggests that something less than a Full Fallout Shelter
Program may be appropriate in & light Damage Limiting posture designed
against small unsophisticated attacks. Fellout shelters are designed
primarily to protect against collateral fallout from counter-mllitary
attacks, weapons aimed st other urban-industrial ereas, and weapons
deliberately exploded upwind of population targets in order 1o avoid
terminal defenses. The "area” defense described above might be very
effective in denying the last of these tactics, especially against small
attacks., The other two sources of fallout are also relatively much less
important in light attacks. '

ASW might be particularly important in defending against Nth country
threats. Submarine delivery of relatively short range cruise or ballistic
missiles could represent the earliest form of a Chinese Commranist threati
against the United States. e : R
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RN :éThe Névy is stﬁdying tﬁe adeQuacy of the currently programmed
ASW forces to handle the foreseeable Chinese threat. I will discuss the
ASW problem in more detail later in my siatement.
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Much more analysis of light defense postures 1s required before we
are in B position to choose appropriate combinations of the various com-
ponents. To illustrate the potentials of a "light" defense, however,
we have examined the cost and performance of Postures E and F agalnst




small ICEM attacks of the sort that the Chinese Communlsts might be able
to mount in the latter part of the 1970s. Thae results of this apalysils,
which are still highly tentative, are summarized below:

Five Year Millions of U.S. Fatalities
Systems Costs LD ST
U.S. Posture ($ Billions)
Approved Program (Extended}
Posture E 8.0
Posture F 10.6

The costs shown are for the ABM components of the progrem only;
they include investment, operatl

The lower bound of zero for Posture F represents
the defense effect] reness against a very unsophisticated attack, or even
an attack on mejor U.S. cities with a somewhat more sophisticated payload.
The upper bound represents an attack (with the more sophisticated payload)
designed to maximize the number of fatalities, even if it means avolding
major U.S. cities (which would be defended by SPRINT). The table above
does not deal explicitly with the contribution of our offensive forces

to Damage Limitation against Nth countries. This contribution, however,
would be substentisl, both in terms of the retalietory threat they would
pose and in terms of their effectiveness in pre-emptive counter-military
strikes.

The table brings out two important points: (1) Posture F, which
includes an exoatmospheric missile, would be far superior on & cos t-
effectiveness basis to Posture E which does not; end (2) the successful
development of the exoetmospheric system would, for the first time, give
hope of achieving a high confidence defense against a light ICEBM attack,
not just for a few selected cltles but for the entire nmation.

Although the problem of designing light Damage Limiting postures 1s
gti11 under study, I believe that the following tentative conclusions
cen be drawvn at this time:

1. A light enti-ballistic missile system using TACMAR radars,
exoatmospheric interceptors EEENERERE o-d ¢ terminal
SPRINT defense at a small nuzber of cities; offers promise of &
highly effective defense against small ballistic missile attacks
of the sort the Chinese Communists might be capable of launching
within the next decede. The initial investment and five year
operating cost {inmcluding R&D) would be sbout $8-10%4 billiom,
depending on the number of citles defended by SPRINT end the
density of the area coverage.



2. It appears likely that such a defense would remain highly
effective against the Chinese Communist threat at least until 1980.

3, Once fully deployed, this defense system could be augmented
tn increase its effectiveness against larger or more gophisticated
threats -- by adding more long range interceptor missiles, by lmprov-
ing the TACMARs, or by increesing the muber of citles with terminal
defenses.

4, On the basis of our present knowledge of Chinese Communist
nuelesr progress, no deployment decision need be made now. However,
the development of the essential components should be pressed for-
ward vigorously.

C.  ADEQUACY OF OUR ASSURED DESTRUCTION FORCES AGAINST A HIGHER THAN
EXPECTED SOVIET THREAT IN THE 1970s.

Eerlier in this section of the statement, I noted that we had glven
speciel attention this year to an analysis of Soviet threats over and
above those projected in the latest intelligence estimates, and that we
had done so because of certain recent U.S. technological developments
which, if duplicated by the Soviet Union, could have a major lmpact on
our Assured Destruction capability. I also stated that this capabllity
is the vital first objective which must be met in full by our strategic
nuclesr forces under all foreseeable circumstances and regerdless of the
costs or difficulties involved.

Perhaps the worst possible threat the Soviets could mount against
our Assured Destruction capability would be JEEE ’ CL T
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Coa e et N Our MIRV re-entry vehicle
already vell along in development and we now propose to produce and
deploy it in part of the MINUIEMAN Zorce. Development of an exoaimos-
pheric defense missile has been initiated.

We believe the Soviets are also developing an exoatmospheric defense
missile, but we have no evidence that they are developing MIRVs. Never-
theless, the lead time betveen first identification of a Soviet MIRV
development program and the initial operating capability might be as
short s 18 o 24 months, The impact of Soviet deployments of both these
systems on our Assured Destruction capability would be of such significance
that ve must cerefully examine the implicatlons of such deployments and
take now vhatever measures may be necessary to hedge against that possibility.
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In the light of the foregoing analysis, it seems to me that there

are seven major ilssues involved in our FI 1967-T1 programs for the
ceneral nuclear War rorces. The first five are related primarily to the
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threat projected in the iatest intelligence estimates. The last two are
associated with the more remote possibility of & much more severe threat.
These issues are:

1. Should & manned bomber force be maintained in the 1970s;
if so, what aircraft should be selected for the force?

5, To what extent should qualitative improvements (in range,
payload, etc.) be made in the MINUTEMAN force?

3. Should an anti-ballistic missile sysiem be deployed; if
so, when and what type?

4, Should we produce and deploy & new manned interceptor?

5, What sbould be the Puture size and scope of the Civil
Defense program?

6. Should development of new penetration aid packages for
the POLARIS and MINUTEMAN missile forces be accelerated?

7. Should development of the POSEIDON missile be accelerated?

T will discuss each of these igsues in context with our other pro-
posals for the two components of our general puclear war posture ==
the Strategic Offensive Forces and the Strategic Defensive Forces,
including Civil Defense.

. STRATEGIC OFFENSIVE FORCES

The force structure proposed for the FY 196771 period is shown on
Table 2 of the set of tables attached to this statement.

1. The Maintenance of an Effective Manned Bomber Force in the 19T0s.

By the end of the current fiscal year the strategic bomber force
will comsist of 600 operational B-52s and 80 B-58s. (As I informed the
Committee last year, two squadrons of B-52Bs will be phased oput this
Spring.) Some 345 of the operational B-52s will be the older C through
F models, Last year we stated that these aircraft could be kept operational
through 1972 by a program of life extension modificatiops and capability
improvements, at & cost of about $1.3 billion. To keep them operational
through FY 1975 would cost another $600 million for modifications. The
255 operational B-52G-Hs can be meintained in & satisfactory operational
status at least through FY 1975, and the modifications necessary to ensure
this have elresdy been included in the proposed FY 1967-T1 program.
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As ipdiceted in the foregoing analysis, & force of 255 operational
B-52G-Hs would be sufficlent to compel the Soviets to maintain their
present sxti-bamber defenses. However, if they vere to significantly
improve those defenses, & aixed force including scme mOr'e advanced bombers
might be desirable. Shown in the following table are the characteristics
of ;he FB-111A compared with the B-52C-E, the B-52F, the B-52E and the
B-50.

B-52C-E B-52F B-52H B-§§ FB-1114

Maximm Speed (knots)
High Altitude
Low Altitude

Wl fe L
As shown in the teble sbove, oo & typical m&ee&r{ strike mission the
range of the FB-1114 exceeds that of the B~52C-Fs and the B-58s. I
believe it is clear from this comparison, alone, that the FB-11l is not
an interim aireraft but is, indeed, & truly effective gtrategic bomber.

Tt is imteresting to note in this connection that with one tanker
pircraft for refueling and flying with a 10,000 pound bomb load at high
altitude all the way, the Soviet BADGER medium bomber has a range of only
4,400 p.mi. and the BISON heavy bomber 8,300 n.mi., compared with the
n.mi, range of the FB-111. There is no direct evidence that either the
curremtly operational gupersonic BLINDER A or the BLINDER B, which 1s pro-
bebly not yet operational, has & refueling cepability.

Considering the role of the manned bomber in the strateglc offensive
mission, &s ve see the threat todey and over the pext five years, large
expenditures on the development and production of & mew sdvanced strategic
sircraft (AMSA) do not appesr to be verranted at this time. A much more
sensible course would be to procure a force of 210 (U.E.) FB-111As configured
es closely as possible to the tighter version 80 that it would, indeed, De
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g dual purpose aircraft -- strategic and tactical -- and this is what we
propose to do &t a totel investmemt cost of about $1.9 billion. Some $26
million of FY 1966 funds are being utilized to initiate the necessary
development work this year and $202 million has been included in the FY
1967 budget to continue development and procure the first ten aircraft,
including initial spares gnd advance procurement of long lead-time items.
As shown on the Teble, we plan tO deploy the first squadron by epd FY 1969,

and the entire force (210 U.E. aircraft} by end FY 1971.

Accordingly, we propose to phase out the B-52C-Fs over the next five
years and the B-58s in FY 1971, glving us & modernized force of L65 manned
bombers (210 FB-111As and 255 B-52G-Hs) by the end of that fiscal year and
st less than the cost which would result from maintenance of the older
p-52s end the B-58s in the force.

This decislon was reached only after a most careful and lengthy eval-
wation of all the factors involved. You may recall that when I appeared
before this Committee & year 8g0, I said:

"There are at least two other slternatives avallsble to us,
in addition to the {immediate development of the AMSA, which would
preserve the manned-bomber option for the period following the
retirement of the B-52 force. These are: (&) the procurement of
o strategic version of the p-111 (1.e., & B-111), end {(b) the
jnitistion of advanced development work on long lead time compon-
ents which would be needed for the AMSA &s well as for other new
combat aircraft.

"a strategic version of the F=-111 could carry the SRAM or
bombs, or & combination of both. Its speed over enemy territory
would be supersonic at high altitudes and high subsonic at lovw
altitudes. While & 15.111"' force would have to place greater
reliance on iankers than &n AMSA force, its range ( considerably
better than the B-58), its target coverage and its peyloed carry-
ing capability would be sufficilent to bring under attack a very
large share of an aggressor's urban/industrial complex. Since the
F-111 1s already pearing production, and we plan to initiate devel-
opment of the SRAM in the current fiscel year, 8 'R-111' could be
mede availsble in the early 1970s at @& much lower cost than the
AMSA, even if the decision to commence production is postponed for
another two or three years."

Since that time, the Air Force has conducted detailed studies on the
composition of our future bomber forces, ipciuding an eveluation of various
gtrategic configurations of the F-111 and an extensive review of service
1ife modifications for the B-52 fleet. In April of last year, General
McConnell made an {nformal proposal 1o me to replace the B-52C-F series
aircraft with a bomber version of the F-11l. Tn June, the Air Force made
a formal proposal to procure 210 (U.E.) FB-1lls as & replacement for the
345 B-52C-Fs. In August, the Joint chiefs of Staff concurred in the Air
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Force propossl to deploy the FB-111 and to phase out the B-52C-F aircraft.
After & thorough review of all the facets of the proposel in context with
the overall Strategic offensive-Defensive Forces program, 1 recommended

and the Presidemt approved, going ahead vith development and procurement of
this aircraft, beginning in FY 1966, and the phase out of the B-52C-F on
the schedule suggested by the Joinmt Chiefs.

Although we still cannot see & clear need for & new gtrategic bomber
to replace the B-52G-Hs and FB-11lls, we plan, &5 & hedge against some .
unforeseen improvement in Soviet anti-bomber defenses, to continue develop-
mert work on the components and sub-systems which would be required if it
should ultimately become desirsble to deploy such an sircraft. last year
wve proposed & four-part program for an advanced manned strategic sircrafi
(AMSA) which included work on alternative design approaches, the avionics,
the propulsion system end the short range attack missile, SRAM. For the
first three elements of this program We envisioned a 1966 effort costing
$39 million -- $o4 million from prior year funds and $15 milliop from FY
1966 appropriatiorns. In acting op our request the Congress added $7 million
specifying that the total of $22 million provided in FY 1966 was to be avail-
eble only for AMSA. All of this additional $7 million has been applied to
the Pprogram. Advanced development work op the airframe design and propul-
siopn elements cap be cootioued in FY 1967 with funds elready on hand. The
avionics developmenmt will require an additional $11 million 1o FY 1967.

As you ¥now, in 1961 we imtroduced as an emergency measure a capebility
to fly one-eighth of the B-52 force oL continuous airborne alert for 12
porths if required. In addition, we have been keeplng 12 B-525 airborpe &t
all times. Today, well-protected rissiles in silos and submarines are our
principal strategic offensive weapons. Moreover, we have greater confidence
in our warning systems and in our sbility to get our ground alert aircraft
airborne within the warning time., Therefore, we DOV propose to discontinue
the airborne alert effective July 1, 1966 and consume OVer the next fev
years the extra stocks (valued at $123 rillion) mainteined for this purpose.
Sevings in FY 1967, including military personnel and operating costs, will
apourt to about $oi million.

2. Ar Launched Missiles

last year we ipitiated developmerrt of SRAM as an element of the four
part AMSA prograz. Now, given the decision to prozeed with the procurement
and deployment of the FB-11./SRAM system, this developmept program must be
reoriented to the FB-111 schedule. The cost to complete the SRAM develop-
wept program is nov estimated at $170 million, {ncluding the related B-52
end FB-111 avionics. Some $8 million wes provided in prior years; about
$40 millicn will be needed in FY 1967. The first procurement is tentatively
scheduled for FY 1969. As shown on meble 2, SRAM would epter the force in
FY 1970. With an average of W SRAMs per U.E. aircraft for half tne force,
e totel of [JEU.E. missiles would be required. The investment cost for
these missiles ie estimated at about $95 million.

While we do not nov plen +o deploy SRAM on the B-52G-Hs, we propose
to undertake the pecessary avionics development to permit guch & deploymert
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if it should becowe desirable. We plan to ¥eep the BOUND DOG missiles in
the operational inventory through FY 1970. However, in 1971, witb the com=
pletion of the phaseout of the B-52C-Fs, the nurber of missiles would be
phased down toJil Ve also propose to undertake engineering development
and test of & terrain comtour matching terminal guldance system for BOUND
DO which gives promise of achleving & ﬂ and
of improving overall system relisbility by about ten percent. Total devel-
opment cost 1s estimated at $20.5 million of which $6.6 million would be
obtained by reprogramming presently availsble fands and $8.1 million is
{pcluded in the FY 1967 Budget. .

In summary, the objective of forcing the Soviets to split their defense
resources between two types of threats could be perforned adequsately by
B-52 bomber forces considerably smaller than those we nov bave, i.e., tbe
B-52G-Es alone. However, a mixed force of B-52G-Fs and FB-111/SRAM would
force the Soviets to build expensive terminal bomber defenses OT be vulner-
able to low sltitude attack. Even against very advenced terminal defenses
the small size and lov weight of SRAM would allow the U.S. to ssturate their
3defenses with large numbers. The cost of the manned bomber force We novW
PropoOSE, compared to the cost of continuing +he current forces, is shown 1o
the table below:

FY 1967 FY 1971 FY 1975

current Force Pxtended (Costs in Billioms of Doliears)
Sorces (# aircraft):
B-52 600 600 600
B-58 80 70 64
Costs( Cumuiative 6T-) $8.6 $17

Preposed Bomber Force
Forces (¥ aircraft):

B-5¢ 600 255 255
B-58 80 0 0
FB-111 0 210 210
Costs{ Cumiletive 167-) $8. 4 $1k
3. Strategic Reconnalssance

The strategic reconnaissance force 85 shown oo Table 2 is essentially
the sewe as that projected & year ago. The SR-T1 force of Qi ircraft
shouid be fully operational by the end of FY 1967. All of these eircraft,
as well as the 10 RC-1355, were procured in prior years.

L. Strategic Missile Forces
a. Qualitetive Improvements to the MINUTEMAN Force

There is now general egreement thet a force of about 1,000 MINUTEMAN
migciles is appropriate in coptext with the total strategic offensive

forces programmed and in light of the expected threat. Accordingly, the
principal concern at this time is the qualitative improvement of the
MINUTEMAN force, including the jaunch and lsunch comtrol facilities.

Three years g0 WE initiated & pPrograc wltimately to replace the MINUTEMAN I
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with the MINUTEMAN II which has much greater accuracy, payload and
operational versatilifg:’/”’ g _
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in adaition, its greater retargeting cepability reduces the pumber of
missiles that need o be earmarked agalnst a given target system to
achieve one reliably delivered warhead against each target.

Tne first ten MDWTEMAN IIs becanme operational last October and 80
will be in place by the end of this fiscal year. We now propose that all
of the MOWTEMAN I be replaced by FY 1972,
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We still plan to copntinue the 5 TITAN II missiles in the force
throughout the program period.

By the end of the current fiscal year, we expect that 32 POLARIS
submarines (512 missiles) will be operational and by the end of the
1st quarter of FY 1968, the entire plamned force of 41 subtmarines (656
missiles) will be operatiopal. Tbe force will then consist of 13 SSENs
vith A-2 missiles apd 28 SSENs with A-3 missiles. All five of the earlier
A-]1 boats will have been retrofitted to carry the A-3 missile. We also
tentatively plan to modify four of the A-2 submarines during their first
overhaul in the FY 1968-69 period to carTy the A-3 missiles, in order
to avoid the high unit coets which would be involved in restarting the
A-2 missile production line (which closed down in June 1964) when present
{nventories are depleted by testing and training programs.

b. Accelerated Development of POSEIDOR

For reasons I have already discussed, it appears prudent at this time
to place ourselves in a position to deploy & force of POSEIDON missiles
in the early 1970s if this should be required. Last year vwe initiated
project definition for this missile, using available 1965 funds, but the
pace of the development vas not precisely established, Now we propose an
accelerated engineering developmeni program for the POSEIDON missile on
e schedule vhich would meke it opérationally available in 1970. The total
cost of this development is estimated &t about $1.3 billion, of whiech
$301 million will be needed in FY 1967. No decisions need be made now
on the number of POLARIS submarines to be ultimately retrofitted with
POSEIDON.

With respect to otber future strategic missile systems, both the
Air Force and the Navy have active study programs undervay. The Alr
Force will continue work on several projects which would contribute to
the development of an advanced ICEM, if one sbould be required at some
time in the future. These include advanced propulsion systems, survivable
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radio guidance, defense of dispersed and hardened ICMs, and command and
control for mobile systems. In total, scme $10 million is required for
FY 1967 for these projects. The Navy will conduct an advanced develop-
pent study of improved propulsion systems for future sea-based missiles
at an FY 1967 cost of $3 million.

c. Accelerated Develorment of Penetration AlGs

Although we still do not know whether the Soviets will actually deploy
an extensive ABM system during the next five or gix years, or how sophig=
ticated it might be, the adverse impact of such & deployment on the effec=
tiveness of our strategic missile forces might be severe enough to warrant
the installation of penetration aids. If the Soviets were alsc to deploy
a MIRVed ICBM force, we would bave to anticipate losing more of our own
ICBMs in a Soviet surprise attack and the requirement for penetration aids
would become even more acute.

Five years ago, when I appeared before this Committee in support of
the first Kennedy Amendments to the original FY 1962 Defense Budget, I
said:

"While we are recommending & gizeable quantitative increase
in the strategic missile force we are &lsO concerned with the
introduction of qualitative {mprovements to enhance the combet
effectiveness of the missiles. One of the most important such
steps is the development of techniques and devices such &8s
decoys, multiple werheads, etc. to help our missile warheads
penetrate 1o their targets. The Jenuary budget provides for
research and development on these penetration aids, but in view
of their importance in staying well ahead of possible Soviet
defensive developments we &re now recommending that the level
of effort on such work be more than doubled from $15 million to
$35 million."

Four years &go, in presenting the FY 1963-67 Defense Progran and the
FY 1963 Defense Budget 1o this Committee, I sald:

"Although we do not belleve that the Soviet Union nov has
an operatlonal anti-missile defense system or will have an
effective system within the next few years, we Know that they
are working om such a system and prudence dictates thst we take
the possibility of a Soviet capability in this area into con=
sideretion in our future planning. + « - A careful analysis of
the problem which & Soviet anti-missile defense system would
pose to our offensive forces leads 1o the conclusion that an
effective solution would require the development of various
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Since that time, we bave intensively studied all of these and many

other penetration ald techniques and have invested a total of sbout $1.2
billion on resesrch apd development in this area.” . ‘
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on an accelerated basis,
area mnenetration alds,

We now propose to carry this work forward
particularly with regard to the development of new

which would be needed to
pheric missiles.

-

defeat an area ABM defense employing exoatmos~




5, Other Strategic Offensive Forces

The other strategic offensive forces shown on Teble 2 are the same
as those programmed & year B8g0. With respect to the KC-1358, &s the total
gize of the bomber force declines we intend to retein one tanker for esch
of the bombers. Most, if not all, of the remainder will be used to improve
the air-to-eir refueling cepebilities of the tactical air forces. However,
the specific re-allocation of these KC-1358 will be made as they beccme
availsble for reassigrment.

With respect to the Post Attack Commsnd and Control System (pACCS),
three EC-1358 have been added, raising the total assigned to 27. These
eircraft have previously peen used principally as refueling tankers with
a secondary mission as commnicetions relay eireraft. In 1963. enticipat-
ing the time when we might po longer be sure of the survivability of our
ground-based missile leunch control facilities, we undertook the develop-
ment of an airborne laurch control capability for ell of the MINUTEMAN
force. The development costs of the necessary equipment through FI 1967
are estimeted at $18.6 million. We now propose to begin procurement of
the airborne portion of this equipment in FY 1966 st a cost of approximately
$22 million with an initial operational capebility planned for FY 1967.
The ground pertion of the airborne 1saunch control capability is included
as an integral element of tne MINUTEMAN progreum.

E. STRATEGIC DEFENSIVE FORCES
The forces proposed for the FY 1967-70 period are shown in Table 3.
1, The Oversll Level of the Anti-Bomber Defense Progranm

As I bave pointed out in previous years, the eleborate defenses which
we erected against the goviet's bomber threat during the decade of the



1950s, no longer retain their original importance. Todey, with no defense
against the major threat of Soviet ICHMs, our anti-bomber defenses alone
would contribute very 1ittle to cur Damage Limiting objective and their
resldual effectiveness after a major ICBM attack is highly’problematical.
For this reason ve have been engaged over the past five years in a major
restructuring of thece defenses.

a. Surveillance, Werning and Control

Beginning in 1961, we have taken & number of steps to reorient the
surveillance, warning and control system to a puclear war enviromment in
which an early surprise attack by ICEMs and SLEMs would be the most likely
epemy tactic. These steps vere designed to reduce the vulnerabllity of
the system to such an attack and to bring its operating costs to0 a level
more cammensurate with the manned bomber threat as 1t bas actually developed.

{1) Semi-Automatic Ground Enviromment System (SAGE)

Essentially soft, the SAGE systen in 1961 vas extremely vulnerable
to missile attack. To provide immediate help, &n interim manusl backup
interceptor control capabllity was established at 27 prime radar sites
while work was initiated on & more effective backup system of 34 semi-
autamatic BUIC II stations co-located with prime radars. Last year ve
proposed & modification of that plan. Under the revised plan, 19 enlarged
BUIC III stations will be fully integrated with 12 SAGE Directlon Centers
(one of which is 8 combined Direction/Combat Center and 1s shown in Table 3
as a Combat Center only). Two BUIC I1ls are to be deployed in each of
eight SAGE sectors along the western, northern and eastern borders of the
United States. Three sectors will need only one BJIC. In each of these
11 sectors, the Direction Center and the BUIC IIIs will be internetted
with ten to 15 radars, thus enabling any one of the Centers or BUIC Iiis
+o handle the entire sector even if the others were destroyed. The
remaining interior SAGE sector will not have BUIC and will operate only
with its Direction Center.

ALl twelve sectors will feed into four Combat Centers. ({The fifth
Combat Center shown on the table is a manual installation in Alaska.)
These, in turn, will feed into the NORAD Combat Operations Center which
{5 currently in the process of moving from its above ground quarters at
Ent A.F.B., Colorado, to the new facilities deep in the Cheyenne Mountaln
caves. An initial operational capability at Cheyenne Mountain is expected
before the end of this fiscal year.

The first BUIC Ils became operational 1ast fall and all 14 of those
nov planned will be operational by April 1 this year. In FY 1967 we will
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begin to modify certain of these stations to the BUIC IIX configuration,
thereby causing 8 lemporary drop o 12 operational stations at the end of
that year, as shown on the table. By the end of FI 1968, &l1 BUIC IIs will
have been converted and by end FY 1969, the entire BUIC TYI deployment
should be complete.

(2) Redars

is shown on Table 3, we &re continuing to phase down the radar cover-
age excess Lo our needs on the same gchedules as shown & year BgO. When
comsieted by the end of TY 1967, this reorientation of our radar net vill
leave & system of 151 search radars, 275 height finders, gl gap fillers,
1 DOw raders and 67 AEW/ALRI offshore rader aircraft. This system will
srovide double search coverege above |JIEEENEEN end single coverage above

along our eastern, northern and western borders, with the g&p

Tillers providing coverage velov [N A1 of the DEWLINE extension
radars (ships and aircraft) have pow been phased out.

we sre continuing our progren of intermetiing our radar systerm with
+1nt oF +he Tedersl Avietion Agency. Altogether, about B0 radars
(one-third of then FAA and two-thirds Defense; have been tentatively ear-
reried for joint use. As I mentioned last year, in order to make the
inpoie from the FAL reders campatible with the SAGE-BUIC III system, they
—.+- first be converted into appropriate camputer language by a8 special
pienn Of equipment called 2 "aigitizer". Iast rall we conducted tesis
% a new digitlzer and we are now proceeding with procurement of the
1pitial cuantity. Eventueliy all of the joint-use redars will be egquipped
witr the new algltizer, with the cost shared equally by Defense and FAA.
Tne Defense Depariment’s share of this program is estimated at $22 million,
A wrdch $11 million was included in the FY 1965 Budget, leaving $11 million
4o be provided in FY 1967.
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Lasi year, as part of the effort to restructure tbe strateglc Defen-
give Forces, we initizted & major phasedown of the fighter interceptor
#arce, This phasedswn contemplated the reduction of the active forcc”
rrom about 775 aircraft at end FY 1965 to about 330 at end FY 1970, with
ire National Guard's intercepior forces remaining at about 400 aircraft
+ut peing progressively re-equipped vith F-102s retired from the active

Lo
IoUTE.

mpis plen bas now been projected through FY 1971 with 1o significant
change. wWe s+i1l intend to phase out of the active forces by the end of
v 1357 ell of the F-1025, 85 ohown on Teble 3, except for 34 aircraft.
Ti-nt of these will be retained in the southeastern part of the United

Py
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States -at least through end FY 1967. These aircraft will be used to help
protect against the possibility of sttack from Cuba apd to perform sur-
veillance of unidentified ajrereft in that area. The remaining twenty-six
will be deployed tO Okinawa to assume an air defense mission, releasing an
F-U squadron for duty in Southeast Asie. The only other change involves

& reduction of the authorized unit equipment of two F-101 squadroms, from
ol 1o 18 aircraft, which we made in the latter part of FY 1965 in order to
provide aireraft for the increased flight +raining progrem.

In the Guard forces, we have already begun to phase out the subsonic
F-89s on a somevhat faster schedule than projected a year 880 (45 fever
at end FY 1965 and 25 fewer at end FY 1966). To have maintained them in
safe flying condition for only & few more months, these older aircraft
would have required expensive engine overhaul. All of them will be phased
out of the force next year as the F-102s are received from the active forces.
The total number of F-102s authorized for the National Guard, beginning in
FY 1967, has been increased by seven to permit the geographically isolated
Hawziian squadron 1o be maintained at 25 aircraft instead of the customary
18.

C. gurface-to-Alr Missiles

Wwith the exception of the HERCULES, the surface-to-air missile forces
shown on Table 3 are essentially the same as +hose projected a year &go.
The gradual decline in the BOMARC and HAWK stems from training consumption.
In the case of NIKE-HERCULES, we have decided to phase out 22 batteries
deployed in defense of soft SAC bomber bases in the U.S. and Greenland.
411 of the bombers and interceptors have now been withdrawn from Thule,
Greenland. The other SAC bases affected would be high priority targets
for early enerny missile attack, and it no longer makes mach sense 1o
meintain their relatively costly anti-bomber defenses. Currently, ve plan
+o use the assets of 17 of these HERCULES batteries to replenish the
mzintenance float and the assets of the remaining five for training. Over
the FY 1966-71 period, this change will save sbout $179 million in operat-
ing costs.

5.,  Quelitstive Tmprovements o the Anti-Bomber Defenses
a. Production and Deployment of & New Manned Imterceptor

Last year I pointed out that the single most important decision likely
to face us over the next few years in the anti-bomber defense area is the
production and deployment of & force of the advanced fighter-interceptor
aircraft to replace those which we now have. Over the last 12 months we
have intensively studied the desirability of procuring & force of F-12
type interceptors for the period beyond 1970, Although a gubstantial
deployment of these aircraft would greatly increase the effectiveness of
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our anti-bomber defenses, 1is very great cost (for example, about

$6-1/2 pillion for 516 aircraft over the 1967-T1 period) would be jus-
tified only if we were to decide to seek a very large and effective
Damege Limiting program, and then only if the Soviete were to increase
thelr bomber threat in both numbers and quallty far beyond that currently
projected in the latest intelllgence estimates. Nelther of these con=-
ditions is in prospect at this time.

Therefore, we propose to continue the yF-124 flight test program with
the three aircreft now available, Ve have allocated $23 million %0 the
yF-124 progrem in the current fiscal year, plus $5 million to the F-12
program for certain improvements in the ASG=18/ATM-4T fire control and
miseile syctem. For FY 1967, we are requesting $20 million for the YF=124
test program and $10 million for continuing the F-12 program. The
ASG-18/ATM-LT system would be used on eitber the F-12 or F-111 interceptor.
1 believe that with elther of these aircraft, we could proceed expeditious~-
1y with the deployment o7 4 new interceptor later in this decade if that
should prove necessary.

17 we were to decide +c deploy a force of advanced interceptors, ve
would also wish 1o consider the slmuitaneous deployment of & highly sur-
vivetle airbtorne werning and control system (AWACS) in the continental
jeferce role. Moreover, 8n effective alrborne interceptor control systen
world Fiud important application in +actical situations. For these reasons,
we iritiated two years 8go tne atudy of such & system. Five miliion dollars
was provided for FY 1956, Ve &re now requesting §3 million for FY 1967 to
undertake a contract definitic:: phase Jor development prototypes of the
aircraft itself. A complenentary progran to develop the overland radar
technology, waich is critical o the cuccessful development of AWACS, is
funded at $9 million in FY 1655 and §12 million more iz requested for

FY 19c7.

b,  Izproved curtace-to-hlr Missiles

our FY 1967 Budget requect provices for the continued development of
jrmprorenents 1o the HAWK missiize =ysien vitn & view to decreesing its re-
Botion time, speeding up 1ts target-handling capabllity and improving
i1z reliability. It alsc provides 10T +he continued development of &n
pavarnsed alr defensc craten &2 & possilur replacement for both HAWK and
HVRCULES in the 19705 This effort, nov designated SAM-D, and the HAWK
jrprovemsnt progran ar- al~~ oriented 1o the theater air defense problem
and wiyl pe discussed {urtiher in connection with the Army's General Pur-

nose FOrees.
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3, Baliistic Missile Warning and Defense

pDefense against ballistic missiles, once they are launched from sub-
marines or land bases, comprises the capabilities for detecting, tracking,

intercepting and destroying the incoming warheads.

a. Ballistic Missile Early Warning System ( BMEWS )

Our principal warning system against 1and-based ballistlc missile
attack is EMEWS which consists of three statlons in Alaska, Greenland and
the United Kingdom. This system would wrovide early warning of Soviet
ICEM raids against the United States and cannda and/or IRBM ettacks against
the United Kingdom. In recent years we have programned & pumber of improve-
ments to BMEWS, including & tracking radar for the Alaska station to in-
crease the credibility of warning provided by the present equinment SN

.

The modification of certaln SAGE and SPACETRACK radars on the East,
West and Gulf Coasts to give them & lirited detection capability against
sea=-launched ballistic missiles, which I mentioned last year, 1s progreé=
ging on schedule. These radars should be able
The $19 million alre

essentl complete 5 Pprogram.

ady programued should

b. Over=-the-Horizon Radar

last year I described our development of ar over-the~horizon redar

systenm capable of the remote detection of missile launches. This develop-
ment was undertaken 1o provide inereased confidence in EMEWS warning, to

extend the warning time itself and to prevent a Soviet "end run" of BMEWS.

- L
et ¢ L b T

We ere also coptinuing work on "pack scatter” over-the-horizon radars.
In this system, echoed signals from the target would be returned directly
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to the transmitter thereby making receiving stations unnecessary. A
system based on "back scatter" radars located in the continental United
States might be able to extend effective surveillance against aircraft
end cruise and ballistic missiles to PN ri1cs fron ouwr
borders. Although this capability would probably be quite vilnerable to
a large scale Soviet attack, it would still be very useful for varning
and peacetime air defense 1dentification nissions. Based near the 5ino-
Soviet periphery, & "back scatter" system would also have great pescetime
intelligence-gathering potential.

Through FY 1966, ebout Lo pillion has been programmed for over=the-
horizon radars; and another $23 millics is included in the FY 1967 Budget.

C. The Character and Timing of a Deployment of an ABRM Defense

aAs I indicated in the foregoing analysis, there 1s po system or com-
bipation of systems within presently'available technology which would per-
mit the deployment now cf an anti-baliistic missile defense capable of
giving us any reasonsble hope of keeping U.S. fatalities below some tens
of millions in a major Soviet nuclear attack upon our cities.

Currently, our main potential capability in this srea is NIKE X, &
defense system based on terminal interception of ineoming warheads with
a high acceleration SPRINT missile, This development program, which I
nave described in some detail in previous years, is the outgrowth of the
former NIKE-ZEUS effort and is presenily proceeding with the highest
priority.

Initially, the deployment concept for NIKE X conterplated the poeint
defense of only & relatively small nunber of the larger citles against &
heavy Soviet attack. Subsequently, as I Jescribed last year, it became
feasible to consider extending protection to smaller cities by modifying
certain NIKE X subsystems and using less extensive and sophisticated
deployments. Even +his concept, hovever, still left most of the country
vulnerable to great damsge even fraom & small attack deliberately designed
+o avoid our defended cities.

This situetion has now been changed significantly by the emergence
of the possibility of developing an &red missile defepse based upon the
use of long-range interceptor missiles which I mentioned previously.
Ageinst a relatively light attack, such &s the Chinese Commmmists may
be sble to mount in the mid to late 1970s, an ares defense might be very
effective, offering the possibilivy of avoiding any substantial damage.
Fven against a heavy sophisticated soviet attack, an ares defense would
be & valusble supplement. It would reduce the pumber of incoming objects
which the SPRINT would have 0 intercept while at the same time providing
some defense for the areas not protected by SPRIKT.
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Considering all of the uncertainties involved, including the
nature and conseguences of the Soviet reaction, the technical problems
yet to be solved and the great cost of such a deployment, I do not belleve
that a decision should be made now to undertake an all-out Damage Limiting
effort against the Soviet threat. Nevertheless, this issue should be
kept under contlnuous reassessment, and the development effort on all
elements of the system should be pursued with the greatest urgency. An
{nitial operational capability would be possible about four years after
a production and deployment program is initiated.

with regard to Communist China, the timing of a U.S. light ABM
deployment should be linked to the paece at which the threat actuslly
evolves. Since we do not now believe the Chinese Commnists could deploy
any significant ICRM force before the mid-1970s, no production decision
on that account 1s needed at this time.

During the past year several SPRINT missile development firings were
accamplished and we plan 1o continue them throughout FY 1967. Construction
of the test facilities for the mlti-function array radar (MAR) at Kwajalein
ras begun, and vork on ‘the facilities for the missile site radar {MSR) end
the SPRINT is scheduled to get under way in FY 1967.

we have also achieved & number of significant deslgn improvements
+o the radars. We are nov employing & modular design concept wherever
possible in order +o create an entire family of radars which could be
used in a variety of combinations against & proad range of threats.
These radars would range in cost and capability from the Missile Site
Radar (MSR) costing $40 million ~= through an augmented MSR, an austere
ml4ifunction array radar Ewhich we call TACMAR) -- to a full scale
miltifunction array radar MAR) costing about 4500 million. Under the
present concept the TACMAR eould be upgreded on location by the addition
~f transmitter tubes and antenna elements as required. Alternatively,
the MSR could be augmented in capabllity 80O that one or two of them could
defend sltes previously requiring the expensive MAR.

Aceordingly, we propose in the coming fiscal year o carry forward
this entire broadened NIXE X development, test and evaluation effort:
including the SPRINT missile; the new, long-range exocatmospheric inter=-
ceptor; the new family of raders; and the construction of test facilities.
Same 3447 million has been provided in our FY 1967 Budget request for this
program. In addition, $119 million has been included for the related
DEFENDER program, which is concerned with vehicle re-entry measurements
end analysis, advanced ABM technigues and devices and system studies.
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With respect to the defense of hard point targets, we bave had for
some Yyears & multi-pronged effort to develop the concepts and the com-
ponents for an advanced weapon syslem. The two mejor elements of this
effort are HI-BEX-- 81 extremely high acceleration missile intercepior =-
and HAPDAR -~ 8 complementary phased array radar. These projects ave
aiready been funded, & number of interceptor tests beve been made and
the test radar has just recently begun operate. Over the next several
months we will be studying and evaluating the data from these tests.

L.

Anti~Satellite Defense

Detection and tracking of foreign satellltes ig performed by the
space Detection and Tracking System SPADATS). SPADATS acquires informe-
tion from three separaie sources: tbe Navy's SPASUR detection fence extend-
ing across the southern United States; the REWS screen ascross the northern

approeches; and SPACETRACK, the worldwide network of radars and optical
censors. The principal investment DIV contemplated for SPADATS 1s the

construction of a large phased array radar at Eglin Air Force Base.

The large ground based optical installation at Cloudcroft, New
Mexico is already operational, and the ARPA insta tion at Maui, Hawsii
will become operational short . - - T

’.r

F. CIVIL DEFENSE

The lest of the seven major issues involved in our FY 1967-T1 general
nuclesr WAI Program CORCErns the future size and scope of the Civil
Defense program. Considering the great uncertainties regarding the other
elements of the Damage Limiting program, 1 do not believe that we should
undertake, st this time, any major change {n our present civil defense
effort. Therefore, with but cne exception, the progral 1 am recommending
this %Zar ig essentially the same &5 the ope approved by the Congress for
FY 1966.
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The principal innovation proposed for FY 1967 is a modest experi-
mental program designed 1o stimulate the use of construction technligues
in nev publilc non-federal or privately owned buildings which would at r
1ittle or no extra cost, provide dual-use fallout shelter space. We
propose to do this by subsidizing with federal funds the extra costs,
but not to exceed one percent of the total construction ¢ost. This pro-
gram could provide two valuable options. First, 1f we should later
decide on & major Damage Limiting effort, the experience gained in this
experimental progran would allow us to eliminate most of the shelter )
deficit by expanding the program nation-wide., Second, even 1f we decided
against a major Damage Limiting effort, the technigues used in the experi-
mental program could be employed selectively in areas where the shelter
survey Pprogram cannot locate the ghelter spaces required, for example,
{n the South and certain rural areas. This latter option would be com=
patible with & lighter Damage Limiting effort such &s the one discussed
earlier in connection with the possible emergence of & Chinese Commmnist
strategic nuclear threat. I believe that this experimental program is &
soupd and logical step {n our overall civil defense effort, and I urge
the Committee's support of our $10 million budget request for this pur-
pose. A financial summary of the proposed Civil Defense program is
shown on Teble 4.

1. Shelter Survey

The survey of exlstling large structures has loceted over 140 million
shelter spaces with a protection factor of LO or above, and more than
90 million of these spaces have been licensed and marked as public shelters.
By the end of FY 1956, we estimate that 142 million spaces will have been
jdentified; and nearly 100 million spaces licensed or marked. The con-
tinuing survey of new large structures is expected to locate six million
more shelter spaces during FY 1967.

Beginning in late FY 1965, a survey of smaller structures {other than
1, 2 and 3 family nomes ) was initiated in communities preparing Community
Sheiter Plans. This survey is expected to identify over two million
spaces by end FY 1965 and about 4.6 million spaces by end FY 1967.

For 1, 2 and 3 family homes, & pllot test using a questionnaire type
technigue vac successfully completed last Septemper. This test indicates
that about ten percernt of the homes with basements have & protection
eactor of O or more, and an additional 65 percent have & protection
factor of 20 to L4n, This survey technigue is now being tested in two
Btates, after which it will be offered to all State and locel political
jurisdictions.

To contirme a1l of these shelter survey activities, $23 million is
requested in the FY 1967 Budget, as shown on Table k.
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2. Shelter Development

To insure the best use of existing and projected shelter assets and
to identify specifically the remaining shelter deficit in each community
by amount and location, we &are developing detailed shelter use plans.
These plans are prepared by professional urban plenners under contract to
the Corps of Engineers. To date, pllot Community Shelter Plans are under-
way in 57 areas and plans will be started in 200 areas during the current
year. For FY 1967 $E million is requested to extend this planning effort
1o another 200 areas.

4s I have noted in previous years, experience indicates that large
amounts of suitable shelter space can be obtained at little or no extra
cost with only minor changes in the design of new buildings, for example,
by r