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STATEMENT OF SECRETARY OF DEFENSE ROBERT S. McNAMARA
BEFORE THE HOUSE SUBCOMMITTEE ON DEPARTMENT OF DEFEKSE APPROPRIATIONS
ON THE FISCAL YEAR 196G-73 DEFENSE PROGRAM AND 1969 DEFENSE BUDGET

Mr. Cheirman and Members of the Committee:

This is the seventh and final Five Year Defense Program and
Financial Budget it will be my privilege to present to this Committee.
Since there are a number of important basic policy issues which warrant
s more extensive discussion, I have dropped from this year's statement
some of the usual program detail. However, other Defense Department
witnesses will be availeble to go into these matters in whatever depth
you may desire.

As has been my practice in the past, I will attempt to call your
attention to the more important changes in the Defense Program which
have occurred since last year, particularly those relsting to our
effort in Southeast Asia.

A. APPROACH TO THE FY 1969-73 PROGRAM AND FY 1969 BUDGET

Last year when I appeared before this Committee in support of the
FY 1968 Budget I said, "...barring a significant change in the charac-
ter or scope of the Southeast Asia conflict, or unforeseen emergencies
elsevwhere in the world, the FY 1967 Supplemental and FY 1968 Budget
should be sufficient to cover our reguirements until FY 1969 funds
become available...." A careful review of our financial requirements
for the balance of FY 1968 has convinced me that we can still manage
the program within the total obligational authority provided. However,
to do so we will need suthority to transfer a limited amount of funds
ameng the various Defense Department appropriations. The amounts ‘e
involved, both for autnorization and appropriation, have been furnished
separately to the appropriate Committees. a/

With regard to the FY 1969 Budget, I have again deleted all pro-
grams which can be safely deferred to a later time. In particular, our

g/ In addition, we will need the funds required to cover the costs
of the military 'and civilian pay raises enacted by the Congress
last year. This requirement was included in the President's
original FY 1968 Budget in the category of Government-wide
"Allowances for Contingencies" rather than the Defense program,
since it involved proposed legislation.



military construction reguest includes primaril, viaose projects needec for
support of our forces in Southeast Asia, for new weapons systems, and

for the health and safety of our personnel. And, of course, we are
continuing with undiminished vigor our cost reduction efforts.

By eliminating the unneeded and marginal activities and by defer-
ring whatever can be safely deferred, I have been able to reduce the
FY 1969 Budget requests of the Services and Defense Agencies by about
$21.7 billion, while at the same time providing for all essential mili-
tary requirements. As shown in Table 1, we are reguesting for FY 1969
a total of $79.6 billion in new obligational authority. Expenditures
are now estimated at $7L.2 billion for FY 1968 (sbout $500 million more
on a comparable basis, i.e., taking account of pay raises and the new
budget ccncepts, than was estimated one year ago and several billion
less than some have predicted in recent months) and $77.1 billion fer
FY 1969,

B. ASSESSMERT OF TEE INTERNATIONAL SITUATION AS IT BEARS ON MILITAFY
POLICIES AND PROGRAMS

In the seven years since I first came before this Committee to
testify on our defense programs, the military and economic strength of
the United States and its allies has increased dramaticaelly. But so
have the difficulty and complexity of the problems we have had to face
in framing our military policies. These years have seen the acceler-
gtion of a number of trends which will make the world cof the 1970s
very different from the world of the early 1960s. Today, as then,
our military posture remains rooted in a commitment to collective de-
fense. We and our allies are demonstrating this commitment every day
in Vietnam. But today, and tomorrow, our country must be prepared to
cope with a complex range of contingencies requiring forces and weapons
systems with very diverse capabilities.

Since the early 1960s the divisions within the camp of our adver-
saries, already apparent then, have both deepened and widened. Indeegd,
there are now not simply two centers of Communism but several: Havana
shows little inclinetion to follow the lead of Moscow or Peking, and
is itself trying to exert a lead over the splintered Communist move-
ments of the developing world. In Moscow, we still detect a desire to
undermine the institutions of many nations and the influence of the

-United States. But we find this desire tempered by a prudence power-
fully reinforced by 8 Justly-held fear of nuclear war.

At the same time that we find ourselves engeged in a conflict with
North Vietnam and its South Vietnamese supporters to preserve the principle




that pelitical change must not be brought about by externally directed
violence and militery force, we find ourselves engaged in many forms

of peaceful competition with other Communist states. 1In the world of
the late 19L0s and early 1950s, when our adversary seemed monolithic,
such a situation would have been unimaginable. Yet today it would be

as short-sighted for us tec fail to seek peaceful accommodation (in those
activities in which this may be possible) with the Soviet Union and its
Bastern European allies as it would be for us to fail to meintein the
credibility of our deterrent egainst Moscow's improved strategic systems
-- or to fall to resist aggressicn in Korea or Vietnam.

Thus, circumstances for which we must formulate our military poli-
cies have changed grestly from those of the early 1960s. But our goals
remain the same. Fundementally, what is at issue today -- as it was &
decade ago and as it will be a decade from now =- is the kind of world
in which we and others wish to live. When this Nation made the decision
at the end of World War II to base its own security on the principle of
collective defense, it was with the hope that there could be created,
in accordance with the principles of the United Nations Charter, a
world in which even the smallest state could look forward to an inde-
pendent existence, free to develop in its own way, unmolested by its
neighbors, and free of fear of armed attack or political domination by
the more powerful nations.

Some years later, in & world already familiar with the gap between
Communist promise and Communist reality -- and with Communist aggression
as well -- we sought to achieve this same high purpose by aligning our-
selves with other like-minded nations in a series of multilateral end
bilateral mutual defense treaties. By the close of 1955, this system
of interlocking alliances had grown to include the Ric Treaty in the
Western Hemisphere, NATO in Europe, SEATO and ANZUS in the Far East and
the bilateral mutual defense agreements with Korea, Japan, the Republic
of China, and the Philippines -- & total of some 40-odd sovereign nations
bound together in en effort to defend their freedom and prevent the fur-
ther extension of Communist influence and hegemony.

Looking back over the history of the last two decades, I believe
it is fair to say that this system of allisnces has substantially
achieved its purpose. Although the record is less than perfect, the
outward thrust of Soviet and Red Chinese aggression has been generally
contained and the independence of even the smallest member of the al-
liances has been preserved. Beyond the immediate objective of these
alliances, our adherence to a policy of collective defense has helped
us to pursue our ultimate geal -~ the creation of e world order in
which all states, small and large, aligned and unaligned, can preserve
their independence and live in peace.



Collective security, however, has had its price. The members cf
the alliances have had to support large and costly military forces for
many yeers, with small prospect of an early reduction. Morecver, we,
and some of our asllies, have had to pay = particularly high price,
both in lives and in weslth, for the alliances' echievements -- first
in Korea during the early 1950s and now again in Socutheast Asiza. Sc,
the Amerjcan people have & right to ask: Were these achievements worth
their cost, particularly in terms of their ultimate contritbution to the
reace and security of our own Nation?

I believe they were. But this is a question which can never be
answered conclusively; there is no way by which we can determine with
certainty what the world and this country would have locked like tocday
had we not based our natiocnal security pelicy on the principle of col-
lective defense during the last 20-5dd yeears. However, we do know that
the pelicies of unarmed isolationism angd attempted neutrality, which we
followed prior to World War II, were in the end far more costly in lives
and property.

Moreover, it must be clearly recognized that while it is conceivable
that we could return to a pelicy of isolaticnism, today this cculd no
longer be the unarmed isclationism of the 1930s. In an age of nuclear
weapons and intercontinentael ballistic missiles, when other naticns have
the cepability to strike our homeland a devastating blow with perhaps
only a few minutes of warning, such an easy orticn is denied us.

Nevertheless, orne could argue that we could still rencunce all of
our mutual defense treaties, pull back our military forces tc our own
scil, and build a "Fortress America" so powerful as to deter virtually
any enemy or combination of enemies from deliberately attacking our
territory. Then we could deal with the rest of the world on a strictly
arms-length basis. But that would be an entirely different world than
the one we now live in —- and an entirely different United States as
well! Without dependable friends or allies, we would surely have to
maintain a larger military establishment than =t present. We wculd also
have to reorient our irndustry and commerce to achieve a maximum degree
of economic self-sufficiency with a lower standard of living for our
people, and considerably less economic freedom feor all. Most important,
we would be living in & far more uncertain and dengercus world, one in
which our influence over the course of events would be greatly diminished.
It would also be a world in which the pressures for proliferation of
nuclear weapons and the means of their delivery would be much stronger
than they are today. In time, we could find ourselves literally isoclated,
& "Fortress America" still relatively prosperous, but surrounded by a
sea of struggling, envious and unfriendly nations -- s situation herdly
calculated to strengthen our own state of peace and security.



Isclationism is clearly an undesirable alternative to our continued
involvement in the responsibilitiuvs of world affairs and collective
defense. This does not mean, however, that we must assume the role
of "world policeman”. But it does mean that we must be willing to
continue to support those internztional arrangements which help to
preserve world peace, alleviale vonflicts anong nations and create
conditions for economic and sccial progress in the less developed
areas of the world.

I would hope that our allies and friends will similarly recognize
that the new international situation is too complicated and threaten-
ing for any sudden abandonment by them of the collective defense of
freedom and independence. The Trinciple thet every nation should feel
secure in its independence is still valid, anrd it cannot easily be
ignored in one part ol the werld and sustained in another. The con-
trivution of individual nations to this gozl can take many forms, and
there is admittedly no precise way to determine any nation's Teir share
of the burden. We, on our part, must recognize that some of cur friends
and allies simply do not have the economic strength or industrizl ca-
pacity tc equip and maintain the armed forces they legitimately need;
in fact, & Tew cannct even meet their military payrolls from their own
resources, It is in the common interest thet these nations be furnish-
ed the necessary financial and meterial support, not only by the United
States, but &lso by the other more presperous members cf the alliances.
Theres have been some encouraging moves in that direction, but too great
a share is still being furrnished by the United States.

Having said that other nations should do mere in the common cause
does not mean that I think we should do less, at least at the present
time. The severe cuts made by the Congress lest year in the Administra- L///
tion's economic and military aid reguest constitute a very serious set-
‘beck to the entire ccllective defense effort. Moreover, the numerous
limitations which were incorporated in the military eid legislation
will seriously hamper the administration of the program and greatly
complicate our relaticens with many of cur allies. 1In this connectien,

I think it is of the utmost importance for us to remember that the non-
Communist worlid is made up of sovereign states which have widely dif-
fering histories, capabilities and political and econcmic orientations.
Even where these states subscribe in principle to the policy of collec-
tive security, we should rnot expect that there will always be a unanimity
of view as to how and by whom that policy should be implemented in any
particular situation. Neither is it realistic for us to expect them all
to share our scale of priorities. Each has its own particular set of
local problems and national aspirations, and each will insist on judging
for itself what is best for its people. We should, and do, try to guide
them in areas where our joint interests are involved. And, we should,
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and do, try to ensure that what aid we give them is effectively used
both from their point of view and ours. We do not, and should not,
attempt to force our views upon them by unilatersl coercion threugh
trade and aid, for this is not the way to achieve the unity needed
for the collective defense of the Free World.

REowever, I canrot help but feel that most of thé restrictiens

and fund reductions imposed by the Congress on the national security
progran last year reflect a much more fundamental problem, and that is
8 growing unwillingness tc face ur to the fact that if the pelicy of
collective defense is to work, we must be ready to pay our share of the
price of supporting it. If this is so, I must tell you in &ll candor
that our naticn will be much better off if we confront the resl issue
directly, and that is whether we should continue 1o base our pa<icn
security on the policy of collective defense. There is nething t
geined erd much to be lost by paying lip service to the policy arn
then failing to support the programs designed for its implementatiorn.

1
&

e
<
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That the American people have become somewhat disillusioned arnd
weary with the problems of the rest of the world is readily under-
standable: for many years we have borne a large share of the burdern
of world peace and security, and of assistance to the developing nations.
But we must never forget that of all naticns we have the most a< stake,
The existence of an open, outward-looking, humane society in the United
States depends upon the vitelity of similer socicties elsswhere., We
must &lso never forget that cur burden is large because our caracity is
large -- sc much larger in fact, than that of any cther netion as te
make comparisons misleading. For better or for worse —- hopefully,
for better -- we are preeminent, with all of the obligations which ec-
crue tc leadership. So despite the rapidly increasing complexity of
the world of the late 1960s and the 1970s, and the difficult choices
it will pose for us, we must not in weariness or disillusionment abanion
our international role, or neglect to face up to tne resl implicaticns
of new and cld elternatives.

For my part, I am convinced thet we will judge the slternatives
to a continued dedication to collezzive defense to be unaccertable.
I em slso convinced that embracing the otligetions of lesgershir will
not force us to divert badly needed rescurces fronm the imprcvement of
American domestic scciety. Our resources are sufficient, if wisely
allocated, to meet the needs of the weex and the undergrivileged beth
at home and abread. For the sake of cur security and our well-teing,
we can afferd no less.
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1. The Communist Countries.

During the year since my last statement on this subject the fis-
surcs within the Communist world have shown no signs of healing. These

divisions, of course, have existed for some time, and it may be that no
influence short of a change of regime either in China or in the USSR

can bring about the restoration of even a facade of unity across the
Communist world. Peking's drive in opposition to Moscow has resulted

in greater Chinese militancy, and at times in greater militancy in
Scviet policies as well. On the whole, however, the strident behavicr
of the Peking regime has caused the Soviet leadership -- both Khrushchev
and his successors -- to confront the fact that they, too, have an inter-
est in stability that has to be balanced off against continued adherence
1o a revelutionary ideclogy. Eoth strands are present in Soviet pclic
The task of creative statesmanship for the West will be to move Moscow
further in directions that we can ¢all constructive, while at the same
time working to break down the Chinese wall which insulates Peking from
all outside influence.

Our own interesis have not fared badly as a result of the divisions
in the Communist world. Boih the Soviet Union and Red China have suf-
fered serious setbacks in Latin America, in South Asia, in Indonesisa,
and in the developing world in general, and each is devoting a large
share of its energies to its dispute with the other. Partly as a re-
sult of Moscow's increasing concentration on domestic affeirs and partly
due to Peking's deliance, the Communist governments of Eastern Europe
have been able to assert increasing independence in many spheres, and
we may hope for the establishment of better relations with the West.
Over the long run these bonds may ease the defense problem for the en-
tire NATO area; for the near future, however, although Europe is com-
paratively free from gvert threats or pressures, current NATO force
levels will still be required to kKeep it that way.

Aside from the purely netionalistic component of the Sino-Scviet
dispute, & large rumber of ideologicel issues have emerged, some of
which are matters of indifference to the United States. Of greater con-
cern for us is the Sino-Soviet dispute on how the "world reveolution" is
to be achieved. The Soviets since 1962 have generally taken a less
militant approach, although they continue to affirm tneir support for
what they chocse to call "wars of national liberaticn." The Soviet
leadership has demcnstrated some restraint in their support for Norih
Vietnam and in support of insurgencies in some other areas of the weorld.
In Letin America, for example, they apparently oppose Fidel Castro's
policy of externally supperted armed insurrection, choosing instead <o
compete for influence over the indigenous Communist parties and



seeking to expand Soviet presence and relations with Latin Amer-
ican governments. The Red Chinese lezders, by contrast, enthusias-

tically endorse Castro's efforts to apply their highly touted doctrire
of "pecples' wars".

There are, of course, many problems lying betwesn uc and the
Soviets, scme of them old, some of them new. Independently ¢
disagreement with the Chinese, or perhaps because of it, th
lesders seem to feel impelled to support Kanoi in its aiten
its srea of control, and therefore are less willing to cooperate with
the United States in other areas of policy, such as the mutual reducticn
of forces in Eurcpe or in arms control measures. It is likely thet re-
letions with the USSR could improve if Hanoi's aggressions in Southeast
Asia were terminated. In the meantime we must simultaneocusly do our
best to preserve the constructive aspects of our relestionship with
Moscow, and to guaré against counting on improvements befcre they occur.

a. The Soviet Union

The past year has seen increased Soviet assistance to North Viet-
nam, but if it has bought Moscow any significant political leverage, it
has not been used tc move Hanol towards a .negotiated settlement of the
Vietnam conflict. Instead, its support has done much to sustain Hanci's
aggression. Similaerly, extensive Soviet militaery assistance to the Arab
states was not only unaccompanied by any effort to steer them away from
their reckless confrontation with Israel in Mey 196T,but, at least in
its early stages, the crisis appears to have been purpcsefully stimulated
by the USSR. Thus, the Soviet Government must carry a major share of the
responsibility for triggering the short but explosive war which followed,
and subseqguently for mzking more difficult the achievement of a Middle
Ezstern settlement. At the same time, Mcscow's record over the last
half-dozen years includes its initiative to bring about peace between
India and Pakistan in 1965, its generally constructive behavier during
the Laotian crisis, and its stance on the Sino-Indian border dispute.

The Soviet leaders have also been willing to incur the sustained in-
vective of the Chinese in their negotiations with us for an agreement
t¢ halt the proliferation of nuclear weapcns. These are only a few
samples, but they serve to point up the mixture of conflict end coop-
eration in the USSR's relations with the non-Communist werld.

Over the past year, the Soviets have projected an image of increased
activity, determination and new strategic directions, especially towards
developing a capability for flexible response. There are some signs
that the Soviets are developing the forces required to give them a limited
meobile military capebility to meet some tyﬁes of contingencies beyond
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tne land ereas of the Commmunist group of cew.tries, However, a fully
flexible response remains outside the realm of immediately foreseeable
Soviet capability.

Wnereas Soviet developments in the erea of strategic sysiems --
notably ABMs and FOBS (Fractional Orbit Bombardment System) -- give
evidence of a continuing search faor security through more advanced
arms, ostensibly militery applications of power such es recently in-
creased levels of Soviet navel activity in tne Mediterranean appear to
be primarily diplomstic gestures aimed at recouping political losses
suffered as a result of Moscow's inability to forestall Israel's vic-
tory over the Arabs in June 1967. Soviet naval craft in tne Mediter-
ranean, including guided-missile cruisers, a number of submarines,
lesser warships, and support units which could provide for year-round
operations, have effectively shown the Soviet flag. Altnough modest
in size and in puncn compared witn the U.S. Sixth Fleet, the Soviet
fleet provides the type of visibility which Moscow has elected to seek.
It has similarly signaled that the future Soviet posture will includc
"Marine" amphibious forces and helicopter carriers. How all these
activities will affect future Soviet behavior is a matter to which we
will give close attention.

Tne politico-military developments were accompanied by a substan-
tial increase in defense expenditures projected in the budget announced
for 1968. This increase of 2.2 billion rubles, coming on top of twe
smaller increases in 196€ and 1967, will raise publicly announced de-
Tense expenditures from about 12.8 billion rubles in 1965 to about
16.7 billion rubles in 1968,

Bookkeeping changes, higher prices for military goods and perhaps
a military pay raise in themselves account for more than one billion
rubles of this increase, while the balance apparently reflects the
continued expansion of the Soviet defense effort. Analysis of tne
available data on botn the budget and the economic plan for 19GZ in-
dicates that this diversion of additional funds to military purposes
may force a slowdown in the rate of investment in agriculture and
industry, and possibly in housing. Apparently, Lhe Soviet leaders are
willing %o risk a reduction in the growth rate of tneir industrizl
plant over the longer term, and to gamble on the conitinuation of reason-
ably good growing weather to meet their agricultural needs over the next
several years, all to meet their estimate of current defense needs.

Wnat is not entirely clear is now the additional resources for de-
fense are to be distributed among the various military programs. Neo
single program -- except under extraordinary crash conditions -- could
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absorb eny major portion of the 2.0 biJJjun—ruble irerease announced
for 1968. One possible bookkecpiue adiustment iz that the military
gssistance program in 1967 and jrioer years was keipi zpart in the

"Finanecing the Natignal Economy"” budys - cutegory; this program, or at
least the North Vietnamese portioun, hus pernaps been shifted back to the
"Defense" category in the 14GU budy-u. 1t is intercciing to note that

the original 1967 budget provided ubout Le.§ billion rutles for "Finan-
cing the National Economy", whercas the revised 19€¢7 Ludget, announced
lete last year, provides L9.9 hijlion ruilec. Ore mzy tenjecture that
at least part of this 3 billicn-rullle inorcuse within the czme year re-
Tlects the unanticipated militery assiztlunce demands of Nerth Vietnanm
and perhaps the need to rerlucc somc of i, =guipment anc supplies lost
by the Arab nations in the reeent war witl Israel. This cenjecture is
supported by the fact that the 1¥nHE budrot urovides only 0.2 billion
rubles more for "Financing ihe kational bconomy" then the revised 1967
annu=l rate of incresse irn this
¢ billior rubles.

o

Of one thing we can be sure, the cost of the Vietnam conflict to
the Soviet Union will be considerably higher in 1968 than in 1967.
Korth Vietnam is becoming ever more dependent on the Soviet Union for
&1l kinds of support, military and econcmic, and as long as the conflict
continues, the burden or the Soviet Unicn is likely to increase. It is
uncertain, however, what effects the increased budgetary levels will heve
on Soviet military and foreign policy for the near future. The Soviet
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leaders clearly wish to achieve a military posture which will give

them capabilities more closely in balance with our own, and the

growth of our own capabilitie€s over the last several years has no doubt
been a facter in their budgetary decisions. Yet over the next few years
their abilities to support substantial forces relatively distant from
their own frontiers will continue to be quite limited,

b. Red China

Last year I noted our previous belief that the leadership of Red
China was strong and united had proven to be erroneous. The course of
events in mainland Chine during the past 12 months has borne out the
assuthlon we made then that the political turmoil

: B vould continue. Civil disturbances and armed
clashes have occurred throughout the length and breadth of Red China,
many involving the Army itself. Industrial production and transportation
have been disrupted, the educaticnal process has been almost completely
halted end government administration at all levels has been severely
weakened.

What had apparently transpired was an attempted revolution within
a revolution. Concerned about flagging revolutionary spirit in the
gcvernment and party structures, and concerned that future generations
would lose sight of "true" Communist goals, Mac set out to conduct a
massive house-cleaning. When existing mechanisms proved inadeguate,
he apparently decided to fashion a new instrument, the Red Guards, and
sei them locse against the Communist bureaucracy, the very people re-
sponsible for the administretion of day-to-day affairs of the nation.
These people tend to give priority to getting the job done rather than
to politics and ideology. The failure of the Great Leap Forward, which
had become clearly evident by 1960-61, apparently convinced the bureauc-
racy that a more pragmsatic apprcach to China's economic problems was
urgently needed. This approach necessarily involved the relaxation of
some of the dogma favored by Mac and a return to what might be called
"quasi-capitalistic" technigues such as the reestablishment of private
agricultural plots in the rural areas and the provision of material in-
centives for the industrial workers in the cities,

It now seems clear that the issue has not been resolved. Mao has
succeeded in damaging the Communist bureaucracy, but has rneither de-
stroyed it nor transformed it intc an effective instrument of his own
pelicy. Administrative centrel over the nation has been seriously
weakened, but the Red Guerds proved unatbtle to displace the bureaucracy.
The Army has been called upcn to reestavlish order in cities and to
maintain production schedules in factories, in mines and even on



the farms. Nevertheless, clashes between the contending factions
continue. The economy ‘end the cducational system are still in disarray.
Once arain, iMac has demonstrated ihat it is easier to create chaos than
to reestallish order. Evern i the leadership is reunited, which scarcely
seems 1ossible, it will no douts take many months, if not years, to re-
peir the damage that Mao's cultural revolution has wrought within main-
land China.

But the damage was by no mecans limited to the domestic scene; the
cultural revolution has alsc dezlt Red China's foreign policy a severe
Llow. Its prestige within the Communist camp has declined precipitously,
in most instances to the advantage of the Soviet Union. Its reletions
with the rest of the world are at their lowest ebb. Indeed, Red China
in the¢ past year has manaped to antagonize most naticns with which it
still maintains diplomatic relations. Most of its ambassadors have been
recalled to Peking, as part of the Great Culturel Revoplution, while the
Chinese diplomatic missions abroad have ineffectively marked time.

I
socner or later the
pass Trom the scene,

It is by nc means certain what such a development would mean to
the present azlignment of the world. A more moderate regime in China
could result in a relaxatien of relatiens with the outside world, in-
cluding the United States, or it could mean a rapprochement with the
Seviet Union, or possibly both. Even the second, however, might prove
to be of advantage to the cutside world -- if an increasingly moderate
viewpoint prevails within the Soviet leadership. In that event the
Scviet Unicn could serve as & moderating influence on Red China. If a
more militant approach is =zdopted by the Soviet Union, however, a rap-
prochment with Red China could confront the Free World with a new and
even mecre severe threat.

Meanwhile, we can assume thet Red China will continue to support
North Vietnam's aggression agesinst South Vietnam and Laos as well as
the present low keyed but continuing insurrections against Thailand
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and Burma. China may also keep up its pressure on India, using a
potential military threat along the northern border combined with
propaganda and subversion within the country. Elsewhere in the world
the Red Chinese drive has slowed and is not likely to recover its
former momentum until the internal leadership issue is settled and the
foreign policy line is etlarified.

In any event, a mainland China with & population approaching 800
million, & military establishment of some three million men and a grow-
ing stockpile of nuclear weapons will be a power to be reckoned with in
the 1970s. In its dealings with the Peking regime, the United Stetes
will be concerned to stress the common interest we share in avoiding
war, as with every other power, and will hope that a dialogue of mutuzl
interest can be initiated and expanded, while we continue to try to

deter direct or indirect Chinese aggressions against her neighbors,

2. Southeast Asia and Southwest Pacific Area

Southeast Asia remsins for the United States a test of the viebility
of our collective defense policy. Here in close proximity to Red Chine
lie a number of small, non-Communist states, each of which in its own
way is striving to maintain its freedom and independence. The confusion
end discord within the Communist camp is well illustrated in this region.
The USSR is nominally joined with the Peking regime in supporting Hanci's
operations against South Vietnam, but each of the mgjor Communist powers
is seeking to prevent the other from gaining dominance in Hanoi, while
North Vietnam itself probably wishes to fall under the dominance of
neither. It 1s thus possible that Moscow, Peking, and Hanci all dis-
agree as to what the future shape of Southeast Asia should be, yet these
disagreements have allowed Hanoli -- while pursuing its drive to conguer
the South -- to play the Soviet Union off against China for materisl
assistance. Thus, while polycentrism within the Communist world is
generally a welcome develiopment, there will be cases, &s in Vietnam,
where it may intensify our problems rather than easing them.

The Soviet leadership may now believe that North Vietnam will be
an outpost for their more pragmatic form of Marxism, to serve as a buf-
fer hemming in the doctrinaire zealots of Peking. If this is their cal-
culation, they are playing a dangerous game. A Communist victory in
South Vietnam would erode the position of all of the non-Communist states
in Scutheast Asia, ané the chief beneficiary would be China -~ not the
Soviet Union. Such a victory would be seen as a triumph for the Chinese
militancy and as a vindication of her positicn in the ideological dis-
pute with the Soviet Union. And, in contrast to North Keorea,which
borders both, Southeast Asia is separated from the Soviet Union by the
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greet land mass of China. It is, therefore, unlikely that the Soviets
¢could long maeintain a speciel position in that ares in defiance of China.

But our real concern is not over which of the two rivals emerges
dorinant. Our concern is that no great power dominate the area. As I
have so often told this Committee, the United States has no desire to
compete with either the Soviet Union or Red China for hegemony in South-
east Asia, or to achieve any special position there. This is not to say
that we are indifferent to what transpires on the other side of the Pa-
cific Ocean. Whether we like it or not, we are a Pacific Ocean state,
Our west coast borders on the Pacific and our 50th state lies halfway
across that ocean. Moreover, we have important historicel ties and
treaty commitments to many of the nations in the Western Pacific. So,
we have a vital strategic interest in that ares, an interest that ve
cannot ignore.

In this connection, I want to clear up one misunderstanding that
has gained some currency in the press during the last few months, It
has been alleged by some commentators that the Administration, last fall,
changed its rationale for our military involvement' in Southeast Asia --
that we are now emphasizing the importance of Southeast Asia to our
own security, whereas earlier we had said that we entered the conflict
to honor the commitments of four Presidents, to protect the freedom and
independence of the people of South Vietnam, and to ensure their right
to decide their own destiny.

The fact is that all of these reasons have been inveolved all along;
no one is exclusively determining, as we have repeatedly tried to make
clear. The importent point is that ell of the reasons we have given for
our involvement in the Southz2ast Asian conflict are directly derived from
a single basic policy, whi+ 1is neollective security. We are fighting
there for the right of nat .ns to live in freedom and independence, un-
molested by their neighbo ; and free of fear of domination or attack by
any of the great powers. It is from this right, as I have so often stated,
that our own security ¢zrives, and it is precisely the objective of our
collective defense policy in all parts of the world. Not to honor our
commitments in South Vietnam would thus cast doubt on our determination
to honor our commitments elsewhere in the world.

I believe that over the long run a truly independent Southeast Asiz
would best serve the interests of all the nations involved. It woulc
remove one more source of strife between the outside world and the Com-
munist camp, and within the latter as well. Moreover, it would create
the kind of environment required for the rapid development of the region's
basically rich natural resources, to the benefit of all.
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This vision of a peaceful and more prosperous order in Southeast
Asia is shared by our friends and allies in the Western Pacific. 1 anm
sure that you have noticed an increased appreciation among the leaders
of Asian and Pacific nations for the contribution which our efferts in
Southeast Asia are making to their own freedom and independence. O0Of the
seven nations actively participating in the struggle with their own mili-
tary forces (South Vietnam, Australia, New Zealand, Thailand, the Repub-
lic of Koree, the Philippines and the United States), 211 but the Philip-
pines have agreed in the last twelve months to increase their force con-
tributions in South Vieinam. And, all of these leaders -- and those of
many other non-Communist nations -- are firm in their support for our
goals and objectives in Southeast Asia. 1 think there can be no doubt
but that this trend is directly related to our determination to fulfill
our obligations in that area and to a rising confidence among Asian
leaders that we will persist in that determination.

The Statement of Principles enunciated at the Manila Conference of
October 1966 continues to guide our efforts in Southeast Asia. Thess
principles include the following four points:

1. Aggression must not succeed in South Vietnam.

2. We must break the bonds of poverty, illiteracy and disease
throughout Asia and the Pacific arez.

3. We must strengthen economic, social and cultural cooperation
within the regicn.

b, We must seek reconciliation and peace throughout Asia.

The seven‘participating nations agreed that the South Vietnamese
people shall not be conguered by aggressive force and shall enjoy the
inherent right to choose their own way of life and their own form of
government and that this commitment shall be backed by military force
ard other efforts as necessary. But at the same time, the seven nations
also proclaimed their readiness to pursue any and all avenues which might
lead to a secure and just peace, either through discussion and negotiation
or through reciprocal action on both sides to reduce the level of violence.
They made it clear that their sole demand on the leaders cf North Viet-
nam is that they abandon their aggression. More specifically, the
Manila Declaration stated that:

"Allied forces are in the Republic of Vietnam because
that country is the object of aggressicn and its government
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requested support in the resistance of iis people to
aggression. They shall be withdrawn, after close con-
sultation, &s the other side withdrews its forces to the
North, ceases infiltration, and the level of wviolence thus
subsides. Those forces will be withdraewn as soon as pos-
sible and not later than six months after the above condi-
tions have been fulfilled."

These are still our policies. As you well know, the U.5. Govern-
ment has continued to explore every possible means of achieving a just
settlement of the Vietnam conflict. These efforts have thus far yielded
no positive results, but our search for peace continues.

The importance of our efforts in Vietnam to the ultimate achieve-
ment of economic development, area cooperastion and political independ-
ence in Southeast Asia and the Southwest Pacific is accepted not only
by the seven nations actively involved in the conflict, but by leaders
of other Asian countries as well. Prime Ministers Satc of Japan and
Lee of Singapore are among those who have recently spoken out in unequiv-
ocal fashion on the need for the allied shield in Vietnam to permit or-
derly Asian development. The Suharto regime in Indonesia, though re-
maining unaligned, is painfully aware of the sources of danger. Whole-
sale North Vietnamese violation of Laotian territory has been officially
denounced by Prime Minister Souvanna Phouma. Burma and Cambodia recog-
nize the threats of Chinese Communist pressures, having had a taste of
them this past year. This is not to imply that these nations will re-
vamp their present foreign policies, but it does suggest that even those
least willing to appear aligned with the United States are increasingly
disturbed about Red Chinese or North Vietnamese designs.

The turmoil in Vietnam has tended to obscure the substantial pro-
gress being achieved elsevhere in the area. The time being purchased
in Vietnam at such heavy cost is being put to good use by the non-Com-
munist Asian states and there is a growing appreciation of the need for
collective action to meet common problems. Although the conflict slowed
the Mekong Development Project, it and other regional efforts such as the
Asian Development Bank and the Asia and Pacific Council are moving forward.

The most significant regional development during the past year was
the formation in August of the Association of Southeast Asian Nations,
comprising Singapore, Indonesia, Thailand, Malaysia, and the Philippines.
The Associetion is starting modestly with annual Foreign Ministers meet-
ings and proposed economic, social, and technical programs.
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Thus, there is a growing web of cooperation among the area's
non-Communist nations, comprising both functional efforts focused on
common practical problems and broader ties with more ambitious goals,
We can hope that such evolving mechanisms will eventually provide the
region the collective political, economic and military strength neces-
sary to guarantée that its destiny will be determined by these nations
themselves.

Our role .n this process will be particularly important. First we
must see the Vietnam conflict through to & conclusion that permits the
growth and maturing of regional cooperation. We will, of course, main-
tain our SEATO, ANZUS and other commitments in the area. We should
also continue our carefully structured mssistance to countries in the
area. Beyond this, Americen peclicy toward Southeast Asia and the
Scouthwest Pacific area must blend concern and restraint as we help the
East Asian nations teo build emong themselves the true security that
flows from ecconomic and social progress. We must lend support and
assistance, where requested, yet remain constantly aware that these
countries are both eguipped and entitled to lead themselves, and that
it is in our interest that they do so.

Clouding this picture are intrae-regional pclitical frictions that
could frustrate Asian security cooperation. Nevertheless, some elements
are relatively clear. We shall encourage & prominent Australian-

New Zealend role andé continuing Ausiralian efforts to consult the
countries of the region about arrangements that will compensate for
the British withdrawal. We shall encourage Japan to increase its con-
tributions to the area commensurete with its own economic and security
interests. We intend to avoid unilateral action that forces the pace
or the nature of the evolving regionsl economic organizations.

Outright overt aggression by large conventional forces is unlikely
in the region. Internal conflicts, fostered by socio-economic stagne-
tion, communal disputes or externally supperted, Communist-nurtured
subversion are the more plausible threats.

Let me now briefly touch on the special situations in Thailand
and Laos in view of their relstionship to the Vietnam conflict.

Both of these nations are themselves threatened by externally-
supported insurgencies. They are also threatened by the debiliteting
economic, social and peolitical conditions common to much of the area.
During the past year the Thal Government assumed a leading role in
regional cooperation. It was instrumental in the creation of the
Association of Scutheast Asian Nations and was a prime mover in
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fostering closer politicel consultation and action emong neighboring
nations. At the same time it stepped up its assistance to Free World
Forces in Vietnam. An additional 10,000 Thai trcops will be sent to
South Vietnam, end as you know, we are using Thai bases for air opera-
tions against North Vietnam. The Thais' own counterinsurgency effort
ageinst some 1500 guerrillas in the northeastern provinces improved
meesurably during 1967. This effort, which consists of combined
military/civilian/police operations, is designed not only to quell the
externally supported insurgency dut also to eradicate the factors which
facilitate its growth -- such as poverty, illiteracy and long years of
minimal contact with the area by the Central Govermment.

Internal conflict is greater in Lecs than in Thailand primerily
because external involvement there is greater. The North Vietnamese
Army continues tc infiltrate south through Leos and some 15,000 North
Vietnamese troops reinforce the Pathet Lac against the Royal Lao
Government. North Vietnam is also providing substeantial militery
assistance to the insurgents. But, for a number of reasons including
continued international support for the 1962 Geneva Accords, our
economic and military assistance to the government and Lacs' own
growing political stability, Prime Minister Souvanna Phouma has been
able to maintain a partially successful defense against North Vietnamese
aggression. We intend to continue to support his efforts while at the
same time respecting the neutrality of his government,

3. Kortheast Asia

Japan, the Republic of Korea and the Republic of Chins on Taiwan
exemplify the ability of nations to achieve political stability and
economic progress when adequately protected from external threats to
their national security. In the four-year period 1962-1966, the per
capita gross national product in constant prices of all three countries
increased by ebout one-third, a striking fact when one considers that
only a decade and & half ago they seemed as vulperable to Communist
aggression as Southeast Asia does today.

Japan is well on the way to becoming the third leading industrial
netion in the world and is already among the top three producers in
such diverse fields as shipbuilding, crude steel, electronic computers,
and paper. As her strength has grown, Japan has been inereasingly
active in international affairs, especially in Asia, as a leading
member of the Asia and Pacific Council, an organizer of the Southeast
Asia Ministerial conferences and the Special Fund for Agricultural
Development, and, with the United States, the principal contributor to
the Asian Development Bank.
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Japan's growing willingness to assume more responsibility in
international affairs was reflected in the jJoint communique issued by
Prime Minister Sato and President Johnson in Washington last November
which noted Japan's inteption to provide more effective mssistance to
Southeast Asia by increasing the amount and liberalizing the conditions
of its aid. The Prime Minister, who had recently traveled throughout
Southeast Asia, also reported that he had found widespread suppert
for our efforts to cope with Communist intervention and infiltration
and agreed on the importance of creating conditions in which Asian
nations would not be susceptible to threats from Red China.

While Japan continues to devote only & very small portion of her
budget to defense, the Third Defense Plan, approved in 1967, cells for
modernizing her defense forces, broadening the domestic military pro-
duction base, and improving her overall air defense and ASW capabili-
ties. Although Japan's constitution is still interpreted as precluding
the dispatch of armed forces ebroad, security questions are being dis-
cussed today with increasing realism and candor, a trend encouraged
by its present administration.

Apart from its remarkable economic growth, Korea has shown
increasing political maturity. In May 1967, President Park Chung Hee
was given a second four-year term ir an election acknowledged by all
observers to have been an expression of the will of the Korean pecple.

Korea has sent over 48,000 troops to fight in Vietnam, a force
second in size only to that of our own. The North Koreans have not
hesitated to remind South Korea, however, that it lives in the constant
shadow of renewed aggression. During the past summer, there was &
substantial increase in the North's harassment and intrusion slong the
Korean demilitarized zone with the dual objectives of discouraging the
South's assistance to Vietnam and of undermining its political and
economic stebility. During the first eleven months of 1967, there
were 500 U. S. and South Korean military and civilian casualties
(81 U. S.) compared with 73 casualties (9 U. 5.} in all of 1966. 1In
addition, North Korea has intensified its efforts to establish agent
teams further south, in the interior of the Republic of Korea, utiliz-
ing high-speed boats to land as many as 30 to 40O agents at a time.
Thus far, these efforts to organize a guerrilla base in the interior
have been frustrated. Nevertheless, we must snticipate that North
Korea's aggressive activities, both along the demilitarized zone and
further south, will persist and perhaps intensify in the months ahead.
The North Koreans are fully asware that as the Republic of Korea grows
stronger, their chances of achieving control over the entire peninsula
diminish.
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The Republic of China continues tc be confronted by Peking's
long held objective of "libersting" Taiwen. Peking's developing
nuclear cepability, combined with its military modernization programs,
have caused increasing concern on Taiwan. Our bilateral mutual defense
treaty for the defense of Taiwan and the Pescadores, therefore, remains
vital to the security of the Republic of China.

The Government of the Republic of China has skillfully developed
the economy of Taiwen to the point where U. 5. economic aid is no
longer required. Moreover, the Government has undertgken its own
modest program of economic assistance, principally in Africa but also
in South Vietnam. International support for the Republic of Chins
remaineg strong, with the UN General Assembly last November eagain
rejecting 2 proposal to expel the Government of the Republic of China
and to seat the Red Chinese.

During the pest year the Red Chinese have attempted to demonstrate
their ability to exercise control over Hong Kong and Macao, the two re-
maining enclaves of Western influence on the China mainland, by com-
bining an external show of force with internal terrorlsm and intimida-
tzon by Comnun*st dorlnated local residents. KR :

: ‘ o In Hong Kong, .
however, the Erltronhave refused to yield their authorlty and the
Chinese heve been unable to win widespread support among the local
community. While a campaign of sporadic terrorism punctuated by border
incidents coniinues, the Chinese, who rely heavily on the colony &s &
source of foreign exchange, have thus far not been willing to threaten
the use of their own armed forces to oust the British.

k. South Asisa

In South Asia tensions continued to abate during the past year.
Wnile & number of contentiocus issues remzin between India and Pakistan,
we are hopeful that they will continue to seek to settle their giffer-
ences through peaceful means. Last April, the United States announced
a new military supply policy for the subcontinent, under which our
previously suspended grant aid was formally terminated and our advisory
and supply missions were formally withdrawn. {A much smaller group of
U.S. military personnel in each country is performing the residual MAP
function.) We are now eccepting spare parts requests for all previously
provided U.S. equipment, with the merits of each request being decided
on & case-by-cese basis. No lethal weapons are being sold by the
United States to either India or Pakistan. We are urging both govern-
ments to avoid an arms race, to scale down the size of their armed
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forces and to allocate the resultant savings to essential economic
and social programs. This policy has proved more effective in
restraining arms acquisition than the freeze policy of September 1965,
which only led India and Pakistan to seek other sources of supply.

In the case of Pakistan, her search for arms resulted in rela-
tively minor deliveries from the Middle East and Indonesie and exten-
sive purchases from commercial sources in Western Europe. More
important, Red China has provided large gquantities of small arms,
vehicles, tanks, artillery and fighter aircraft, although now she is
providing only spare parts. In this respect, Red China's objectives
in the sub-continent appear to remain the same; to establish itself
as a major political influence in the area, to exploit Pakistan's and
India's differences to its own advantage, to prevent or delay the
development of a strong India, and to minimize United States and Soviet
influence,

The Soviet Union, on the other hand, has tended to concentrate
its efforts on India. In addition to its pledge of a net commitment
of $300 million ($1 billion gross minus $700 million of repayments) to
India's Fourth Plan, the Soviet Union has undertaken to meet & portion of
India's existing defense requirementg in an agreement involving the sale
of a large number of SU-7 aircraft. On the whole, however, we have
the impression that Moscow is aware of the dangers inherent in renewed
warfare between India and Pekistan and is exercising some restraint in
the provision of military assistance to India in order to avoid a
heeting up of political issues between the two.

India has gone through two years of serious economic difficulties.
The problem of two successive droughts was compounded by industrial
stagnation end inflation. Now, however, with an all-time record grain
crop coming onto the market, food prices are dropping in the cities and
the food ration is being increased. With more money in the hands of
consumers, there should be some pickup in the consumer industries and
services in the next few months. As soon as prices level out, the
Indian Government is expected to resume its ambitious investment pro-
gram, thus giving impetus to heavy industry. The good Jute and tee
crops give some promise of higher exports. Serious problems remain,
however; -India's population has crossed the 500 million mark and
despite an increased emphasis on family planning prograems, the growth
rate has declined only slightly from 2.5 percent., Foreign exchange
reserves are low and the budget deficit is rising. India's large and
costly publicly-owned plants are still performing poorly.

India feces political problems as well. The once all-powerful
Congress Party, which led India to independence, suffered setbacks in
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the Fourth Genersl Election. The Party has lost much of its cohesion
and elan, and there is evidence of disenchantment with its leadership.
Yet the government appears to be coping with these problems, and it is
facing the future with greater confidence than it displayed in the
immediate post-election period. The elections themselves, held at &
time of considerable economic stress, were e heartening demonstration
of the vitality of Indien democratic institutions.

5. Middle East

In June 1967, the Middle East once again became a major crisis
area when the Arabs and Israelis ccllided for the third time in less
than 20 years. While Israel managed tc defeat the combined Areb
forces, & host of urgent problems remein to be solved.

Apart from preventing & renewal of hostilities, among the more
immediate problems is the plight of the many thousands of refugees
who constitute & second generation of uprooted and homeless Arabs and
who face a bleak and uncertain future. Most urgent, however, is the
need to follow up the existing cemsefire with positive steps leading
to a lasting settlement. At issue are & host of familiar problems:
Arab recognition of Isreel's right to exist; the territorial integrity
of the Middle East countries; the status of occupied lands; the right
of innocent passage in international waterways; and safeguards against
the cutbreak of future wars.

The position of the United States Government with respect to the
Arab-Israeli dispute is summarized in the five principles enunciated
by President Johnson last June:
"-first, the recognized right of national life;
-second, Justice for the refugees;
-third, innrocent maritime passage;
-fourth, limits on the wasteful and destructive arms race;, &and
~fifth, political independence and territorial integrity for =l1."
To assist in the establishment of such a permanent peace in the
Middle East, the U. S. is supporting the efforts of the United Nations,
including Ambassador Jarring's mission, and is using every other avail-
able channel to encourage fruitful negotiations. With regard to the

Middle East arms race, we are continuing our efforts to limit arms
deliveries to the area. At the outbreak of the JunF hostilities, the
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U. S. suspended all a;msbshipmgpts. Unfortunately, the Soviet Union
has not acted in a similerly restrainped fashion, and the rapid resupTly
of Communist arms to the UAR, Syria, Iraq and Algeria after the wer has
only served to incresse tensions and feers (although militery eid ship-
Ienis now appear to have fallen off to pre-war levels). Morecover, the
Soviet Union's partisen politicel position on Middle Emstern questicns,
its increesed naval Presence in the Mediterranean, its intervention in
the conflict in Yemen and its efforts to reduce or supplant Western
influence, generally, have further contributed to instability in the
region.

In this situation, we decided to relex our arms freeze and resure
selected end limited arms shipments to countries in the area with whor
we have friendly relations, Virtuelly all of the items supplied were
ordered prior to the war and, except for a limited number of aircraft
provided to Israel, were support items.

The recent increase in Soviet resources, diplomacy ené propagands
directed to the Middle Eest, underscores the importance that Moscow
attaches to this strategically significant area st the crossroads of
Asia, Africe and Europe. In recent years, the Soviet Union has sent
38 percent of its total economic aid and L8 percent of its military eid
to the region, arnd the Middle East accounts for approximately 35 percent
of gll fereign technicians being trained in the Soviet Union. Clearly,
the area stands high on the Soviet scale of politico-military pricrities.

The Boviets probably do not plen formzlly to acquire permanent
bases in the Mediterranean and the Arab world. Indeed, we believe
that those countries which have potentially useful facilities --
primarily the UAR, Syria, Yemen end Algerie -- would
granting full base rights on political grounds . i
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The year also witnessed the UK's withdrawal from Aden last
Kovember. The Naticnal Liberation Front has established its control
over 3outh Arabia, but the nev state —- now 5fficially designated the
Peoples' Republic of Southern Yemen -- faces a considerable period of

politicael ard economic readjustmert and consolidation.

To the nerth, Greece, Turkey, and Iran continue to fulfill
important "forward defense" roles, standing between the Soviet Union
and the werm water ports and oil resources of the Middle East,

- . T .. . .1‘ .
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R Qur substantiel military assistance to them
over the past two decedes has undoubtedly been & factor in discourag-
ing Soviet militery adventures in the area. Our grant military assist-
ance to Iran is now being replaced by militery sales, but Greece and
Turkey will probably continue to need grant military assistance for
some time. During 1967 our aid to Greece was partislly curtailed as

g demonstration of our disapproval of the militery junte which over-
threw the elected government in April. Although a date has been set
for & plebiscite on the new constitution, the junta has not yet set &
date for free elections. Nevertheless, there is some movement towerds
& more constitutionel regime.

While the overall situaticn in the Middle East has deteriorated
during the pest year, there have also been some encouraging develop-
ments. These include: the agreement of Greece and Turkey and partiaslly
of Cyprus (helped along by Mr. Vance's medistion) to resolve their dif-
ferences over the Cyprus issue by diplomatic memans; impressive economic
and social progress in Iran; the United Nations' efforts to resolve
the Arab-Israeli dispute; and the withdrawel of Egyptian troops from
Yemen.

6. Africa

Africs remzins & changing and troubled continent. Progress is
being made, even though most of its independent nations have yet to
develop the institutions necessary to meet the realities of independ-
ence. All are faced with many serious and urgent problems. Inde-
pendence for most was accompanied by expectations of early and sub-
stantial improvements in standards of living and education. Yet,
despite its potentials, Africa's progress toward eradicating its
widespread poverty and illiteracy has fallen far short of these
expectations. Moreover, deep-rooted trival and regional divisions
continue to teke their toll in political instability, delaying the
process of nation-building.

Nigerie continued to suffer acutely from the pangs of nation-
building. Long-stending tribal and ethnic differences erupted into
civil war mas the Eastern Region seceded from the Federation and pro-
claimed itself the independent nation of Biafra. The effects of
this conflict will long outlast the conflist itself and mey seriously
limit Nigeria's future development. The United States has meintained
its support for the centrel government of the Federation and does not
recognize Biafra. However, since we consider the conflict to be an
internal Nigerian problem we have encouraged efforts toward the restor-
ation of peace and have not authorized the sale of U. 8. arms to either
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side. The Soviet Union, doubtless sensing an oppertunity to extend
its influence in this important area, has sold arms {including MIG
aircraft) to the central government.

The Congo (Kinshasa), too, continues to be plagued with problems
of internal instebility. Last July's revelt of the white mercenaries
end Katangen gendarmes brought on the latest in the series of crises
which have threeténed the Congo's integrity and independence. However,
with the mercenaries having been forced to withdraw, the prospects for
stability in the Congo now eppear somewhat improved. A most pressing
.need is to raise the Quality of the Congo's military forces so as to
achieve the internal security necessary for the country to get on with
the job of social and eccnomic development.

The Soviet thrust into the Mediterranean-Mjiddle East region elso
embraces the northern part of the African continent. The increasing
Soviet activity in North andé Northeest Africa represents a potentially
serious threat to the equilibrium of the erea and to U. 8. interests
not only in Africa but also in Western Europe. The Maghreb and the
Horn are, therefore, the areas of Africa of most immediate strategic
concern to the U. 8. -- North Africe covers the southern flank of NATO,
and the Horn stands at the approaches to the Red Sea and Indzan Ocean

} Soviet policies in these arees appear to be designed to
reduce or elimineste Western influence generally, to disrupt NATO and
Western security interests, and to increase Soviet political, military
and econcmic influence.

In North Africa, the Areb-Israeli crisis and the continued
Soviet-supported Algerian military build-up have sdded to the basic
instability of the area. The delivery of over $200 million worih of
Sov1et equipment to Algeris 51nce 1965 contlnues to alarm her moderate

e a1 Ry \ ¥ and whlle the present Algerlan reglme
malntalns friendly dlplomatlc relations with its North African neigh-
bors, there is apprehension in the area sbout the dangers that Algeria
might present once it realizes its full military potential. OQur own
limited military assistance is designed toc help Algeria's neighbors
(Moroceco, Tunisia and Libya) to develop & minimum defensive capability.,
It should be noted that these moderate Arab states have not been
directly 1nvolved 1n the mzlltary confrontetion with Israel,

Cos L TR Al ey . s } NG R I At the same
time they feel strongly about the Arao Israeli problem, are anxious

to help find a solution, and want to play & constructive role in mein-
taining Arab sclidarity.
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Recent developments in the Horn of Africa have served to diminish
some of the tensions that have characterized the area. It is our hope
that the current discussions among the countries of the Horn will lead
to lasting improvements.

T. Indian Ocean

In addition to the UK's withdrawal from Southern Arabia, I also
mentioned earlier the planned withdrawal of her forces from Malaysia-
Singapore. After these reductions, the British are expected to retain
1ittle if any capability to act in support of their commitments at the
eastern end of the Indian Ocean. As & result, we face the very real ~

danger of a developing power vacuum in the area.

8. Latin America

With respect to Latin America, we have, over the past seven years, ;.7
thoroughly reoriented our military policy to bring it into line with
the nature and scope of the real threat. Our policies now recognize
explicitly the low probability of conventional attack on any American
state from outside the hemisphere. As a result, We see no requirement
for Latin American countries to support large conventional military
forces, particularly those invoiving expensive sophisticated military
equipment, ships and aircraft. We view expenditures for such forces
as an unwarranted diversion of resources from the more urgent and
important tasks of economic and social development. For this reason,
we try to discourage the acquisition of unneeded weapons and refrain
from providing any military assistance which would contribute to force
build-ups in the area. Nevertheless, we recognize that the Latin
American countries face a replacement problem when their aircraft and
other military equipment wear out. Our policy is designed to limit
their purchases to replacement items of a kind and & cost which will
ephance their internal security capabilities and at the same time not
hinder economic development. At the same time, we recognize that we
are dealing with sovereign countries whose judgments regarding their
defense needs will sometimes differ from our own.

In this regard, however, there has recently been encouraging
progress toward adjustment of military forces to a more realistic
appraisal of defense needs. A treaty establishing a nuclear free zone
in Latin America, the first regional treaty of its kind, was signed in
Mexico City in February 1967. At the Punta del Este Conference in
April the Latin Americen presidents jointly declared their intention
to eliminate unnecessary defense expenditures. Even though in recent
years Latin America's military spending has been running lower than
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any other ares of the world except for sub-Saharan Africa, pressures
still exist which if unchecked could lead to wasteful arms competitions.
We hope, therefore, that these initiatives for arms control will prosper
and grow in number.

Increased recognition of the absence of a major external threat
to this hemisphere has also helped us to focus the energies of the
Rio Treaty nations towards the widely shared problem of armed
insurgency. Indeed, another major change in our policy, &nd one to
which both Presidents Kennedy and Johnson have been acutely sensitive,
is the need to deal with the threat of externally inspired insurgencies.
This threat has been a major challenge to some of our Latin American
allies, and we have sought to help them by providing training, advisors
and assistance in the equipment and techniques of counterinsurgency.
Notwithstanding the encouragement and sponsorship of such insurgency
by Castro's Cuba, our sllies have, up until now, been able to deal with
it effectively wherever it has surfeced -- in Venezuela, in Guatemsala,
in Colombia and most recently in Bolivia. The death of Ernestc Che
Guevare in Bolivia this past fall has dealt a severe blow to the
inflated hopes of the Castroite revolutionaries.

But counterinsurgency elone is an inadequate response. We all
now recognize that slleviation of the root causes of human suffering
and deprivation is essential if stable democracy is to flourish free of
the threat of violent revolution. This recognition has been the
inspiration of the Alliance for Progress, in which we have concerted
pur efforts, both human and materisl, with those of our Latin American
neighbors toward the goal of achieving a peaceful economic and social
revolution within a genersation.

Cooperation in several important fields continues in the various
inter-American diplomatic forums. In the Organization of American
States (0OAS}, & Protocol of Amendment to the Charter was signed last
February which when ratified will: (1) strengthen the Organization's
overall efficiency, (2) broaden its cognizance of and competence in
dealing with economic and social matters, and (3) incorporate the
principles the Alliance for Progress. At Punta del Este, the American
Chiefs of State agreed to give "vigorous impetus to the Alliance for
Progress" and adopted a far-reaching program of action which calls for
economic integration of the region by 1985, intensified efforts in
agriculture and education during the coming decade, improvements in
Latin Americe's terms of trade and a concerted effort to bring science
and technology to bear on the developmental process.

Most Latin Americans aspire, asz we know, to a peaceful revolution
in their societies and their personal well-being. Since they want it
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without violence, and soon, they need the relatively modest military
and economic help we are providing. Without this help, the prospects
for realizing their aspirations would be slim indeed. At the same

time, we should not forget that it is the Latin Americans themselves
who are making the major contribution to the achievement of Alliance
for Progress goals -- a contribution which involves both hard work and
e willingness to sccept difficult social and political responsibilities.
The Alliance is, in fact, a partnership and we are hopeful that our
mutual efforts in this hemisphere will ultimately yield the freedom

and prosperity which we seek for all the countries of the Alliance.

9. Europe and the NATO Area

Seven years ago, in the summer of 1961, the importance of Western
Furope to the security of the United States was brought forcefully to
the attention of the American people by Chairman Khrushchev's threat to
end, by & stroke of his pen, the allied presence in Berlin. We and
our allies responded to that denger promptly and effectively. Since
that time access to West Berlin has remained relatively undisturbed.
Tensions between East and West have subsided. Europe has been a rela-
tively stable and peaceful continent. The Sino-Soviet split has
widened the opportunity for the Eastern European states to assert
their independence of Moscow, and their political and trade relations
with the West have become less restrained. Indeed, some, both here and
in Western FEurope, seem toc have found irresistible the belief that the
military threat to Western Europe from the East has largely disaeppeared.
Some may even suppose that the Soviet Union has sufficiently mellowed
so that NATO's utility as a military alliance has all but venished.

Clearly, the thawing process which I mentioned three years ago
is now well advanced on both sides of the Elbe River. But as I noted
then, this process will not only open up new opportunities for the
alleviation of tension and hostility in Europe but will also confront
us with new problems, particularly how best to maintain our unity during
the period when old positions, attitudes and relationships are being
reexamined.

For our part, we have made abundantly clear our own desire to
build bridges between the East and the West, to make progress toward
healing the division of the continent, including the unnatural and ’
continuing division of Germany, and to grasp every real prospect and
opportunity for better relations with all the countries of Eastern
Europe and with the Soviet Union. Indeed, the United States is com-
mitted to the process of European reconciliation and has no exclusive
or rigid preconceptions about how this process may best proceed. If
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changes in the Alliance should become a necessery part of such a
process, the United States' willingness to discuss such changes is &
matter of record. Our basic objectives in Western Europe are simply

to ensure the security of that area asgainst aggression and to further
its economic growth and political stebility. And, here, there certainly
can be no disagreement between us and our Eurcpean NATO partners.

Even on the most optimistic assumptions about the future, however,
the Soviet Union will remain a great military power. We must expect
that it will continue to probe for power vacuums created by political
or military wesknesses -- vacuums into which it can project its
political influence with moderate risk to itself. And, as I noted
earlier, the Soviet Union shows no sign of intending to reduce its
own defense expenditures; on the contrary, it has tended to increase
them.

But regardless of present intentions, a government with such
great military power at its disposal can become hostile and dangerous
overnight. Western Europe todey represents, after the U.S5., the
greatest aggregation of economic, politicael, and ideclogical strength
in the world. The six Common Market nations, plus the United Kingdom,
by themselves have a total population, military manpower pool and GKP
well in excess of that of the Soviet Union, and they have been able
to provide their people with & much higher standard of living than
that of the USSR or any of its allies. There can be no guestion but
that the domination of this areas would be a serious blow te cur own
security. If the Western Allies were ever to dismantle the effective
military strength of the Alliance, or abandon its cohesiveness of
spirit and the cooperation of its military forces, they would create
temptations for probings and adventures for the Soviets which nothing
in their history suggests they are prepared tc withstand.

What is needed to counterbalance the military capabilities of
the Soviet Union and the Warsaw Pact countries is a full range cof
rmilitery strength which we can only secure and maintein by collective
effort. The military role of NATO will therefore remain as necessary
in the future as it has been in the past. Indeed, such progress as
hes been made in the relastionships between East and West is due in
large part to the Wesi's having maintained a strong defense posture.
Certainly this is nec time to give it up.

On this matter we are in full agreement with at least thirteen
of our NATO partners. The position of France is less certain. As you

know France has withdrawn her military forces from the unified RATC
commands and -hes indicated a desire to go her own way. And at her
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request we and our other NATC Allies have withdrawn our military forces
from France., This move was made with remarkabtle efficiency and at a
moderate cost. (It has resulted in a net reduction of 18,000 United
States military and civilian personnel in Europe as well as 21,000
dependents and 11,000 foreign nationals employed by U.S. forzses.) NATO
Headgquarters has now been relocated in Belgium and military units and
supplies principally in the United Kingdom and the Federal Republic of
Germany. Notwithstanding the impact of this French action, and I do
not wish to minimize its importance, the unity of the 14 and th.
vitality of NATC as a military organization remain unimpaired.

Indeed, a most significant step forward, from our point of view,
was taken at the last meeting of the NATO Ccuncil of Ministers. For
the past six years the United States has repeatedly stressed two gen-
eral themes: (1) the need for realism in assessing the enemy threat
and in formulating NATO's strategic assumptions, plans, force struc-
tures and budgets; and (2) the need for e balance of capabilities
between NATO and the Warsaw Pact, because the most effective deterrent
to a possible sggressor is balanced forces across the whole spectrum
of military capabilities.

We have argued that only the existence of such balanced forces
would convince an aggresscr beyond doubt that whatever the effort he
might mount or threaten to mount, he could be matched by the Alliance.
We have also meintained that only under such conditions would it
become obvious to the Soviet Union that military force of any kind
or at any level was useless as z means to secure political ends, in
crisis situations as well as in more tranquil times, because every
means of military pressure could be asnswered by an appropriate
measured response.

The main subject of this debate has concerned the proper response
to levels of aggression below an all-out strategic nuclear attack on
our homelands. For six years, the discussion has centered on the
extent to which we should plan on the use of nuclear weapons as the
main response to non-nuclear aggression. The United States has been
firmly of the view that the threat of an incredible action is not an
effective deterrent. The political leaders of the West are all well
aware of the dangers involved in the use of tactical nuclear weapons --
and so are the leaders of the Warsaw Pact nations. The Soviet
leaders would probably not believe that the nations of NATO would
promptly agree to run these great risks to counter some abrupt and
limited conventional aggression. And if the Soviets found the threat
of immediste nuclear response to limited aggression incredible, they
could well be tempted to probe or experiment with & limited aggression
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in some crisis situations,hoping to exploit the possible differences
among the NATO leaders in their assessments of the nuclear risks, and
thus to achieve piecemeal what they cannot accomplish by any sudden,
massive, all-put attack on the NATO Alliance.

Our NATO partners have nov acknowledged the need to plan for a
much larger range of contingencies than & massive NATO-wide attack
launched with very little werning. However, a great deal more remeins
to be done in this respect, both in the Nuclear Planning Group of
Defense Ministers and in the regular planning agencies of the NATO
military authorities. But, the essential first step hes been taken,

a new political directive on strategy and forces has been adopted,

and a new force planning system has been set up to implement it. The
main task for the future, it seems to me, involves not only the setting A
of realistic force goals for the Alliance, but alsoc the creation of a
force structure which can be rapidly mdjusted to preserve a balance of
military capabilities with the Wersaw Pact forces. The size and char-
acter of the force structure needed now and in the future to ensure
such a balance are questions which will confront us in every aspect of
our defense planning.

NATO, of course, will continue to need strong strategic nuclear
forces, and I will discuss these forces later in my statement. In
addition, NATO should have an effective theater nuclear capability.

We have already deployed a large number of nuclear weapons to Europe.
This great theater nuclear capability should serve to deter the Warsaw
Pact from making any attempt to seize Western Europe by an all-out
conventional attack or by using its own tacticel nuclear weapons.

However, it is in the non-nuclear realm that NATO faces the most
challerging military problems, both for the short run and for the
longer term. Although there have been great improvemernts during the
past seven years NATO, on the whole, '
convent‘o“al forces. :
NATO forces are stlll not adequately tralned equlpped and supplied.
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A ccrrection of these deficiencies would biring the very greatest
returns in effective combat strength for relatively modest additionel
expenditures. Reduction in less essentiel areas, such as certeain
navael forces, would permit most of these improvements to be made
within the budget levels alreasdy planned.

The greatest deficiency in the European NATO forces, however, is

_ @ e wf ;UAJA/-WET—;n the United States,
nave mace great Progress in raising the combat readiness of our own
reserve forces and in providing the means for their movement, gnc I

believe it is most urgent that our European Allies do likewise
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By adopting such an approach, the
structure could be greatly enhanced. -
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The United States would expect to play a major role in supporting
this approach. We would continue to: (1) maintain an adequate strate-
gic nuclear deterrent for the Alliance as & whole; (2) make aveilable
sufficient nuclear capebilities within the Eurcpean thester itself;

(3) deploy U.S. eir and ground forces ir Europe for conventional and
nuclear defense; and (4) keep availeble substantiel reinforcements to
supplement & European mobilization.
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We recognize that our large military presence in Europe has
scquired & particularly symbolic importance in the eyes .of some of
our allies. Accordingly, for nearly two decades, we have maintained
substantial air and ground forces in Europe at a high state of
readiness —- as well as large Torces in the Continentel United States --
in order to give concrete evidence to friend and foe alike of our com-
mitment to NATO. 1In the ccurse of 1568 we will, in egreement with our
allies, redeploy close to 34,000 United States military personnel from
Europe to the United Stetes, at the same time reducing our dependents
in Europe by about 28,000, and saving some $75 million ennually in
foreign exchange. The units being dual-based in the United States
will remain fully committed to NATO and capeble of extremely rapid
return tc Europe.

I, for one, believe that the willingness of the United States to
fulfill its obligations should no longer be in question, gquite apart
from the presence or absence of a particular number of U.3. troops on
the ground. The U.S. commitment to Europe is a fundamental expression
of vital self-interest as well as a statement of obligations. I do not
nelieve the Soviets are in any .dcubt on this score. HNevertheless, we
agree on the importence of & visible presence. We will, therefore,
continue to maintain forces in Europe for as long as they are desired.
In seying this, however, I must also point out an anomaly in European
attitudes which cannot persist -- en anomaly which I stressed in my
recent statement to the NATO Ministerial Meeting:

"This is that on the one hand there should be no
diminution in U.S. forces, but that on the other hand
the responsibility for meeting the balance of payments
deficit ceused by such large scele continuing U.S.
deployments in Eurcpe is none of Europe's affair. It
is essential that deficits suffered by countries as &
result of their stationing troops abroad in the common
effort should be treated and solved by their allies on
a cooperative basis. We would welcome suggestions from
our allies on how to meet this pressing problem, since
its sclution cannct be further postponed.”

We must also in our future planning take greater account of the
growing U.S. capability for strategic mobility. If cur NATO allies
also had a significant capacity to mobilize and deploy aquickly rein-
forcing reserve divisions to the Central Front, the Warsaw Pact would
be denied any possibility whatever of using a military mobilization
for peliticel purposes.

In the economic arena, Western Europe's relations with the United
States are marked by increasing self-confidence. The European

33



vl

economic picture is one of continued growth and prosperity marred only
by certain long-stending and difficult problems, particularly those
facing the British Govermment. The successful completion of the
Kennedy Round and the decisions reached in Rio last September to
increase internationel ligquidity foreshadow an expansion of trade
within Europe itself, between Europe and North Americe, and between
the North Atlantic area and the rest of the world. The creation in
July last year of & single European Commission to replace the separate
executive bodies of the Common Market, the Coal and Steel Community
and EURATOM is only one important step forward toward realization of
g true economic community of the six member countries.

10. United Netions

Over the longer range our ability t¢ maintain peace in the world
depends not only on strong alliances but also on more effective inter-
national peacekeeping, largely through the UN. In these ways we can
share with other nations the responsibilities and costs of maintaining
world security. To this end we have supported every UN peacekeeping
operation since the United Nations was created in 1945 "to maintain
international peace and security."

Qur policy is to keep open possibilities for engaging the United
Netions in collective action wherever feasible, to damp down small
wars, contain internal disorders (as in Cyprus) that threaten to draw
in big powers, and respond to appeals for security aid from small
countries.

The United States will continue to provide logistic services,
notably airlift end communications support, for United Nations opera-
tions, when appropriate.

C. MILITARY ASSISTANCE AND SALES

As I pointed out earlier in this section, there is no way to
determine precisely what any nation's fair shere of the burden of
collective defense should be. However, for nearly three decades of
var and uneasy peace, the U, S., because of its economic, industriel
end technological preeminence, has cerried a large share of that
burden, not only through the support of its own defense establishment
but also by providing large amounts of weapons, equipment, other
materiel and training for the forces of our allies. Over this span,
the character of our coftribution has changed significantly, end I
believe that it can be expected to change still further in the years
shead. Grant materiel assistence, though still required in a number
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of situations, has for some time been declining in relative importance.
The sale of U. S. rilitery equiprment and services, in contrast, has
grown along with dur .allies' increasing ability to pay, & trend which

I will have more to say abdbut later. However, regardless of what fornm
our contribution has taken -- grant sid, military sales or commitment
of fTorces -- its basic objective has remained the seme, i.e., to weld
a2 system of individual and collective defense to which ell Free World
participants contribute according to their respective abilities.

In accord with the obvious sentiment of the Congress and the
changed priorities imposed by the budgetary demands of the Vietnanm
conflict, our proposed FY 19690 grant military assistance regquest has
‘been held to the lowest level since the inception of this progrem in
FY 1950.

First priority has again been accorded to the "forward defense"
countries on the Communists' periphery. Programs have been deferred
to the maximum extent feesible, ané in some cases the amounts we pro-
pose for FY 1969 assume that U. S. meteriel support can be shifted tc
a sales basis sooner and to & greater extent than we had heretofore
plenned. Provision has also béen made in the FY 1069 program to
support relations which ensure our continued sccess to important
military fseilities in certain ccuntries, but the aid provided spe-
cificelly for this purpose is minimal. Small but vital internal secur-
ity oriented programs and modest treining assistance eccount for vir-
tually all of the remainder.

Thus, for FY 1969, our grant eid request totals only $420 nillicn y//
(compared with the $380 million appropriated by the Congress last year
for the same purposes) plus $120 million to help finance military expoert
sales. Of the $420 million requested for grant aid, $387 million would
be for the forward defense countries of Korea, the Republic of China,
the Philippines, Iran, Greece and Turkey. Korea, beceuse of its
vulnerability to threats freom the north and its commitment of some
50,000 troops to the Vietnam effort, would receive the largest share,
Greece and Turkey would receive
to keep them moving toward their force goals,
although at a considerably siower rete than we had origirally plenned.
Grent eid to the Republic of Chine would be reduced ﬂ
R LRSI :hi: year, & sherp cut which assumes that a
steadily prbving economy will permit her to pay for an increasingly
larger share of her legitimate defense neads. A SRR rrocrar
for the Philippines will help the government maintein its defense
forces and improve its internal security, as well as use its armed
forces in civic action programs. U.S. grant materiel assistance to
Iran is scheduled to terminate with the proposed“ FY 1969
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program, which will fulfill & prior ccmmitment. In the future, Iran
should be able to pay for her militery meteriel requirements.

To
Small

Grant aid for all of Latir Americe totals only $26 million, one
helf te continue -essential treining programs, and the other half to
provide modest materiel aid to those smaller countries which have an
internal security requirement. Progrems of \RENGARETREIN for Tunisie
and m for Morocco will provide a contipued flow of assist-
ance to these neighbors of Algeria, which has received large amounts of
military aid from the Soviets. For the Congo, we propose
for transport and communications equipment to bolster its internal
security capabilities. Am progran for Indonesia will help
its government tc employ its armed forces in civic action and economic
rehabilitation projects. All other country programs would be minimal,
consisting almost wholly of training essistance.

With respect to military export sales for FY 1969, we expect ‘///
orders to total about $1.5 billion, about $0.3 billicn less
thar the level currently expected for FY 1968. Of this total, we
estimate government-to-government cash orders will amount to about
€522 million, and that crders placed directly with U.S. industry will
be sbout 5432 million. The balance of 3550 million will be government-
to-government orders against credit erranged for or provided by the
Defense Department.

Military expert sales, I would like to remind you, are not an end
in themselves. They are an integral and essentisl part of our collective
gefense and oversall foreign policies. We are not in the business of
selling arms, per se, In fact, during the pericd 1952-61, we furnished
es grent &id severel times more arms than we sold. We provided this
militery grant aid in the interest of the collective defense of the
Free World. Kow the relastive prcportion c¢f grant aid and militery
seles has been reversed. But we continue to sell arms, todey, both on
a cash end 2redit basis, for the very same reason. Every arms trans-
gction ~- whether it be grant aid, or & cesh sale, or = credit sale --
must meet the same fundamental test: Is it in the interest of collee-
tive defense and our overall foreign policy? Only then do we consider
how it should be financed.

If & friendly nation requiring the arms is in a position to pay
cash, certainly there would be no reeson why we shouid not make the

36




sale for cash. Where & nation has the economic capacity to pay for

the arms over a longer pericd of time but cannot pay cash on delivery,
it is only common sense to sell on credit. In those few cases where
credit cannot be arranged through private banks without a government
guaranty, it seems to me that it mekes eminently good sense to facili-
tate the transacticon by providing that gueranty. Finally, where a

Free World nation needs military equipment or services but has no
prospects of repaying the cost, or could do s0 only at unacceptabie cost
to its developmental programs, we should furnish the arms on & grant aid
basis. But in every case the transaction must contribute to the collec-
tive defense of the Free World, or otherwise support our overall foreign
policy.

Of course, the military export sales program helps our balance
of paymenis peositicn, but our difficulties in this area, in the first
place, are attributable in very large measure to our efforts in behalf
of collective defense. (I will discuss the balance of payments problem
a little later.) However, this program helps to reduce the costs, both
to our allies and ourselves, of equipping our forces, by minimizing
costly duplicative development programs and by realizing the economics
of larger scale production. And, it also helps to further cooperative
logistics arrangements with our allies and standardization of our
respective supply systems. Thus, there is & net gain for all,

As 1 pointed out last year, we have carefully circumscribed this
program:

1. We will not sell militery equipment to a foreign country
which we believe it cannot afford.

2. We will never recommend that a potential foreign customer
buy anything not truly needed by its own forces,.

3. We will npot seek to sell a foreign country anything it
can buy cheaper or better elsewhere in the Free World,

Every proposed sale of U.S. military equipment, whether it
originates in commercial or government-to-government channels, is
carefully reviewed within the Executive Branch. Any significant pro-
posal receives Cabinet level, and frequently Presidential, scrutiny
before approval. Moreover, such approval is never forthcoming until
a positive decision has been made that, all things considered, the
sale is in the overall best interests of both the United States and
the purcheser. We have, in fact, turned down, cut back or discouraged,
scores of prospective sales. The value of those turned down from the
less developed countries by far exceeds the value of those approved.
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Indeed, in FY 1967 nine-tenths of all cash end credit orders
were from countries which are economicelly able to shoulder the
burden of defense, including most of our NATO Allies, other West
European countries, Australia, New Zealand, Japan, and a few se-
lected oil-rich countries {although credit assistance was required
in some cases). As previously mentioned, in economically under-
developed areas such as Latin America, Africa, most of the Middle
East and South Asia, we are exercising the grestest possible re-
straint in order to minimize the diversion of resources from civil-
ien to military programs. Moreover, contrary to widespread belief,
there has been no steady growth in total U.S5. arms export under the
combined grant and seles programs over the FY 1962-67 periocd. In-
deed, the total hes averaged about $2.5 billion a year, ranging
from $2.8 billion in FY 1962 and FY 1966 to $2.0 billion in FY 196L.

As indicated earlier in this statement, the tribulations suf-
fered by both the grant and sales programs in the Congress last year
should be of great concern to anyone who believes in the principle
of collective defense. 1 hope that all members of this Committee
will join in cbtaining the public and Congressional understanding
and support necessary for these vital adjuncts to our own direct
military efforis.

D. IMPACT OF THE DEFENSE PROGRAM ON THE BALANCE OF PAYMENTS

In total, the United States' international balance of payments
position considerably worsened during calendar year 1967, with the
"liquidity" deficit for the year estimated at $3.5-4.0 billion com-
pared with $1.4 billion for all of 1966. The chief factors in this
development were increases in tourist expenditures, military outlays
abroad, bank lending and U.K. liquidation of its securities portfolio.

For the past several years, the Defense Department has conducted
a comprehensive program to limit the impact of its ectivities om cur
balance of payments. The result of this effort through the last com-
pleted fiscal year is reflected in the table on the folilowing page.
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U.S. MILITARY BALANCE OF PAYMTL.ubS
{$ Billions)

EXPENDITURES (on Def. Acct.) FY:1961 1962 1963 1964 1965 1966 1967

U.5, Forces and their Support

(Excl, Iner. in SEA Exp. over 2.5 2.k 2.4 2,5 2.3 2.4 2.5
FY6l)

Military Assistance 3 .2 .3 .2 .2 .2

Other (AEC, etc.)} .3 .3 .3 1 .1 1
TOTAL _ 3.1 3.0 3.0 2.8 2.6 2.1 2.6

RECEIPTS (on Def. Acct.) -.3 -.9 =1.4 -1.2 -1.3 =-1.2 -1.

NET ADVERSE BALANCE (Excl, Incr,

in SEA Exp.over FY61) ».8 2.1 1.6 1.6 1.3 1.%
Increase in SEA Exp.over FY61 * .1 il .2 7 1.5
NET ADVERSE BALANCE 2.8 2.1 1.7 1.7 1.5 2.2 2.3 V///

As you cen see, excluding the impact cf the conflict in Southeast
Asia, we have been able to hold Defense expenditures abroad to the 1661
level, notwithstanding substantial increases in wages and prices. (For
example, between 1961 and 1966 wages in Germany rose 52 percent and in
Japan by 61 percent; during the same period the cost of living in
Germany rose 16 percent and in Japan by 3b percent.) After the net
sdverse balance on the "Defense" account (shown on the last line) had
been reduced from $2.8 billion in FY 1961 to $1.5 billion in FY 1965,
it rose again to $2.3 billion in FY 1967. This rise is almost com-
pletely attributable to the extraordinary foreign exchange costs of the
Vietnam conflict, which amounted to $1.5 billion in FY 1967. Indeed,
if not for the Vietnam conflict our net adverse balance in FY 1967
would have been only $0.8 bpillion, compared with $2.8 btillion in FY 1961,
due in large measure to the increase in receipts from foreign military
sales.

In this connecticn, I should caution that the high level of
receipts in FY 1967 was unusual and will almost certeinly not be
repeated this year or next. The amount realized last year benefited
from a bunching of receipts from our recent offset arrangement with the

¥less than $50 million.
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Federal Republic of Germany. That arrangement, under which Germany
offset the bulk of foreign exchange costs of our deployments in that
country by making equivalent purchases of U.S. military goods and
services, has now run its course. To provide & partial offset during
the current fiscal year, Germany has agreed to purchase a half billicon
dollars of U. 5. Government medium-term securities. We are now working
with the Treasury end other Government Agencies to develop similar
errangements for the future, not only with Germany, but with other
countries as well.

In past years I have described in some deteil the many specific
actions we have taken to curteil overseas military spending. Every
measure which offered some prospect of help in this regard has been
thoroughly investigated. Wherever we found that they cculd be imple-
mented without impsiring required combat cepabilities or imposing undue
hardship on the individual serviceman or his dependents, this has been
done.

However, in view of the continued deterioration in our payments
position, which has resulted Lin the dECision TS IWDOEE BT o _CCntrols
on- private 1nvegtment avroad and to seek & major reduction in_ ovérseas’
tourist spendlng, we are again revlew1ng our current efforts to _see
’Tr?@'?ﬁgf"ﬁéx_be Antensified. In this regard, we have long since
“EXRausted the 'easy"” opportunltles for savings end any new savings
will be mest difficult. Clearly, the best hope of reduc1ng our foreign
exchange spending would Ye a substantléi“éductlon in U.S. overseas

eployments , For the’ ‘immediate future, this does not appear to be a
likely prospect. Southeast Asia deployments in FY 1968 and FY 1969 are
scheduled to rise above the average for FY 1967. This fact, coupled
with the likelihood of higher prices, civilian wages and military com-
pensation, and the lower military sales receipts now projected, means
that we must expect a further rise in the net adverse balance on the
"Defense" account for this year and next. Nevertheless, considering
the "belt tightening” now being undertaken by other elements of our
economy, Wwe must seek new weys to reduce the foreign exchange impact
of spending by U.5. forces abrosd. We alsc intend, consistent with
the overall arms sale policies which I have just discussed, to urge
our allies to procure U.5. weapons and other military equipment wherever
feasible.

A
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E. CONCLUDING REMARKS ON THE INTERNATIONAL SITUATION

In presenting to this Committee the Defense Department's Budget
request for the last fiscal year of the 1960s, I believe it is not
inappreopriate to reflect for a moment on the very great changes which
have occurred in the world during the past decade. These years have
seen the acceleration of & number of trends which will make the inter-
naticnal environment of the 1970s markedly different from that of the
1950s and early 1960s.

In the 1960s the simple bi-polar configuration which we knew in
the earlier post-Worlid War II period began to disintegrate. Solid
friends and igplacable foes are no longer so easy to label, apd labels,
;HTEE(dld useful service in the past, such as "Free World" and "Iron

urtain" s, Seem 1ncrea§;nglx inadequete as descrlptlons of contendlng
_TBTE?EEEE within end between blocs, and of the new bonds of common
interest being slowly bullt @fross what were fhdéught to be impenetrable
"IIHEE-Efudemarcatlon Yet this tendency towards a more pluralistic
World, which is in our interest and consistent with our national
. philosophy, is still only a tendency. Within many nations the factions
who see advantage in constructively exploiting this tendency are weak.
Part of our job is to make it evident to potential adversaries that
this more pluralistic world would have rewards for them also. But to
make our case we must still face them with the prospect of encounter-
ing a well-coordinated aslliance of nations willing to do battle to
preserve their rights to independence and self-determination. Degpite
the emerging multipolarity of power and the decline of simplistic Cold
Tﬁﬁ-ldeologles, collective security arrangements are still a necessity..
The _strong must still make commitments to defend the weak from those
who would force a political and economic order upon them.

e

Thus collectiye_secumizy remains the foundation of our defense '

policy.  Ultimately, however, true international security will be [

found only in proper relations among states, got in.bardware. This

was my theme at Montreal two years ago, and I would emphasize it again

now. If we look shead towards the last guarter of the 20th_Century,

the world's overwhelmlng security problem will be the establlshment of

a proper relationship between the developed and well-fed societies and
CES] ich are’hungry ‘and neglected y This relatlonshlp will have to
inciude a collective effort by the modern, technologically efficient,
eveloped world to help the underdeveloped world to a decent existence.

That task will require the devotion of political and economic efforts

far surpassing any in which we now engage.
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To provide the needed effort, the developed world will have to
:ompose 1ts internal diiTerences by agreement, nol by Coercion, and
to organize itself for the common job to be done. It seems the lesson

“of human history that nations will join together effectively for such
great efforts only when a common danger to their security is perceived,
We must do our best to prepare ourselves and our friends, and even
those who think of themselves as our adversaries, for the day when they
perceive the common potential danger to our security of a hungry, angry,
dissatisfied, and impatient majority of mankind. We in the United
States must stand ready to cooperate in sll those areas in which
progress towards a safe, more humane global order can be made. Our
security, and the quality of life within the United States, demand it.

Py . A : /
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IT. STRATEGIC FORCES

The forces and programs included under this heading, i.e., the
strategic offensive forces, the strategic defensive forces, and the
civil defense program, constitute the foundation of our general nuclear
war capabilities and are accordingly treated in this section of the
Statement as an integrated whole. :

A. THE GERERAL NUCLEAR WAR FROBLEM

Over the past seven years, in my annual appearances before thie
Committee, I have attempted to explore with you in a systematic way
all of the major elements of the general nuclear war problem -- the
nature of strategic nuclear war; the size and character of the forces
likely to be involved; the technical feasibility, cost and probable
outcomes of alternative strategies; and the principal policy and
program choices opened to us and our allies. I have done so because
I believe a common understanding of all of these factors is essential
to an informed and reasoned discussion of the crucial decisions which
we in the FExecutive Branch and you in the Congress must make each year
in this most vital area of our defense program.

This is net to say that the need for consideration of the
general nuclear war problem had been overlooked prior to 1961, or
that I and my associates clearly understood, or even perceived,
all of the multi-faceted aspects of this vastly complex problem from
the very outset. Quite the contrary, many of the fundamental concepts
and insights which underlie our nuclear policies and programs today
were developed prior to 1961, and my own views have matured and
become more precise since that time. Indeed, many of the issues
which came to a head in 1961 had been debated for years. All needed
to be resolved so that we could get on with the job of reshaping our
strategy and our forces for the decade of the 1960s.

It seemed to us in 1961 that one of the first things we had to do
was to separate the problem of strategic nuclear war from that of all
other kinds of war. Although the matter had long been debated, the
fact that strategic nuclear forces, no matter how versatile and power-
ful they may be, do not by themselves constitute a credible deterrent
+o all kinds of aggression had still to be squarely faced.

There was, of course, a deep and vivid awareness from the very
beginning of the nuclear era.that a war in which large numbers of
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stomic bombs were employed would be far different, not only in degree
but in kind, from any ever fought before. In such a war the potential
battlefield would be the entire homelands of the participants.

Furthermore, because of the enormous destructive power of nuclear
weapons and the great speed and diverse ways in which they can be
delivered, nothing short of a virtually perfect defensive system would
provide anything approaching complete protection for peopulations and
cities against a determined, all-out attack by a mejor nuclear power.
This is not simply & matter of technolegy, it is inherent in the offen-
sive-defensive problem. A nuclear-armed cffensive wegpon which has a
50/50 chance of destroying its target would be highly effective. But
a defensive weapon with the same probability of destroying incoming
nuclear warheads would be of little value.

This point was well understood by many who had closely studied
the problem, even at the beginning of the nuclear era. In late 19kLks,
for example, General Arnold noted that "...measures intended for pro-
tection egainst an atom bomb attack must be highly efficient from the
very start of a war if they are to be any good st all. Our experience
ir this war has shown that it is most difficult to attain this goal."

I might add, all of our experience since that time has coneclusively
demonstrated that a defense of such & high order of perfection is still
technically unobtainable.

But the point te note here is that throughout the 1950s, and
indeed since the end of World Wer II, it has always been our capacity
to retaliate with massive nuclear power which was considered to be the
deterrent against Soviet attack., It was this tendency to rely on
nuclear weapons as the "universal deterrent" that helped contribute
to the decline in our non-nuclear limited war forces, first during the
late l9h0s, and then-during the second half of the 1950s. And yet by
1961, it was becoming clear thaet large scale use of nuclear weapons by
the West as a response to Soviet aggression, cother than an all-out
attack, was not desirable. Therefore, other types of forces would have
to be provided both to deter and, in the event deterrence failed, io
cope with conflicts at the middle and lower end of the spectrum.

Thus, the time was ripe for a major reassessment of our military
forces in relation to our national security policies and objectives.

With regard to our strategic nuclear war cepabilities as such,
our initial analysis impressed us with the need for prompt action in
three related areas. First; while our strategic offensive forces
were then fully adequate for their mission, it was apparent that our
soft missiles and bombers would become exceedingly vulnerable to a
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nuclear surprise attack once our opponent had acquired a large number
of operational ICBMs. Second, when that potential threat became a
reality, reliable warning and timely response to warning of & missile
attack would be of crucial importance to the survival of our bomber
forces. Third, considerable improvements would have to be made in our
command and communication systems if the strategic offensive forces
were to be kept continuously under the control of the constituted
suthorities -- before, during, and after & nuclear attack.

Essentially, there appeared to be two approaches available to
us 2t the time: (1) we could provide offensive forces which could
be launched within the expected period of tactical warning from the
Ballistic Missile Early Warning System which was then still under
construction, or (2) we could provide forces which would be able to
survive a massive ICBM attack and then be launched in retaliation,
As & long-term solution for the protection of cur missiles, the first
approach was rejected because of its great dependence on timely and
unambiguous warning. While the timeliness of warning was reasonably
assured, we could not be completely certain that the warning woulé be
unambiguous. In the case of the manned bombers, this uncertainty
presented serious, but not necessarily critical, problems. The
bombers could be launched upon warning and ordered to proceed to their
targets only after the evidence of an attack was unmistakable. But
once launched, a ballistic missile could not be recalled. Yet, unless
it is deployed in & mode which gives it a good chance of surviving an
attack, it, foo, would have to be launched before the enemy's missiles
strike home, or risk destruction on the ground.

Obviously, it would be extremely dangerous for everyone involved
if we were to rely on a deterrent missile force whose survival depended
on a hair-trigger response to the first indications of an attack,.
Accordirgly, we decided to accelerate the shift from the first
generation ICBMs, the liquid fuel ATLAS and TITAN, to the second
generstion solid fuel missiles, POLARIS and MINUTEMAN, the former fypes
being very costly and difficult to deploy in hardened underground sites
and maintain on a suitable alert status. We knew that the MINUTEMAL
would not only be less expensive to produce and deploy in protected
sites (and, thereby, provide more aim peints per dollar expended)}, but
would also be considerably eesier and less costly to keep on alert.
Because of its unique launching platform, the submarine-carried POLARIS
missile inherently promised a high likelihood of surviving a surprise
attack, due to its mobility and concealment.

As these more survivable and effective POLARIS and MINUTEMAN
missiles entered the operational forces in large numbers during
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FY 1964-65, the older REGULUS, ATLAS and TITAN I types were phased
out. And over the vears as advancing technology produced new models
of the MINUTEMAN and POLARIS ('"models" which represented as great an
advance over their predecessors as the B-52 over the B-U47), these too
have been promptly introduced. Concurrently with the deployment of
the strategic missile force, we conducted an unprecedented testing
program in order to assure ourselves that they could be relied upon
to perform their mission. Finally, a very large missile penetration
aids effort was undertaken to make certain that we could overcome
any enemy defensive measures designed to stop our missiles. Yet,
notwithstanding the retirement of all of the ATLAS and TITAN Is, the
number of land-based ICEMs increased from 28 at end FY 1961 to 1,054
by end FY 1967. And, all of the planned L1 POLARIS submarines have
now become operational, most with advanced model POLARIS missiles,

With regard tc the manned bombers, it was clearly evident in
1961 that the number that could be maintained on alert status was
far more important than the total in the inventory, which was then
very sizable. Accordingly, until the MINUTEMAR and POLARIS forces
could be deployed, we increased by 50 percent the proportion of the
force being maintained on l5-minute ground alert, the warning time
we could expect from BMEWS.

The build-up of the strategic bomber force to 1k wings of B-52s
and two wings of B-5Bs was completed in FY 1963. During this same
period the medium bomber force of older B-L7s was phased down,
evertually being retired completely in 1966 on essentlally the same
schedule planned by the previous Administration. In additicon, a
large and very expensive B-52 modification program was placed under-
way in order to extend the useful life of the iater models of these
sireraft well into the 1970s and to enable them to employ low-gltitude
tactics in order to improve their penetration capabilities against
enemy defenses.

As a result of these changes, and notwithstanding the retirement
of the ATLAS, TITAE I and B-47s, the number of nuclear weapons in the
glert force increasecd § R v : '

and POLAﬁfS }orces have been deployed, we can reduce somewhat the
proportion of the bomter force on alert.

——

Hot much could be done in 1961 %o improve the continental air
defense system which had been designed against bomber attack. How- i
ever, recognizing the vulnerability of the SAGE ground control system
sites to missile attack, we did start deployment of a backup system
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which haes since been greatly expanded and mede more effective. And
because adequate warning of ballistic missile atteck wan so0 importent
to the survival and ultimate effectiveness of our stretegic bomber
force, we pressed forward the construction of BMEWS and somewhat
leter began the deployment of Over-the-Horizon redars. As the weight
of the threat continued to shift from bombers to missiles, we began
to modify the air defense system, phasing out those elements which
became obsolete or excess to our needs.

We also closely considered in 1961 the advisability of deploying
an active defense ageinst ballistic missile attack. However, there
were widespread doubts even then as to whether the NIKE-ZEUS system,
which hed beern under development since 195€, should ever be deployed.
Aside from outstanding questions as to its technical feasibility and
our concern over operating problems which might be encountered, we
were convinced that its effectiveness could be critically degraded by
the use of more sophisticated warheads screened by multiple decoys or
chaff, Weighing sll the pros and cons, we concluded in 1962 that the
best course was to shift the development of the system to a more
advanced approach and to take no actiocn to produce and deploy it at
that time. We stepped up the pace and scopé_of our efforts to expand
our knowledge of the entire problem of detecting, tracking, inter-
cepting and destroying ballistic missiles. It was from these efforts
that we have since drawn much of the technology incorporated in our
present ballistic missile defense conceptis.

Finally, we undertook an extensive program to improve and make
more secure the command and control of our strategic offensive forces,
Among the meassures taken was the establishment of a number of alternate
naticnal command centers, including some which would be maintained con-
tinucusly in the air so that the direction of all our forces would not
have to depend upon the survival of a single center. BSteps were also
teken to enhance the survivability, reliability and effectiveness of
the varicus command and cormuniceticns systems, including, for exemple,
provision for the airborne control of bomber, MINUTEMAN and POLARIS
launchings. These were all forged into a new integrated National
Military Command System. To guard against accidental or unauthorized
firings, new procedures, equipment end command arrangements were intro-
duced to ensure thet all nuclear weapons could be released only on the
positive command of the national aunthorities.

Many of the tasks we set out for ourselves seven years Bgo have
been successfully esccomplished. But, the situation which we foresaw

then is now well upon us. The Soviets have, in fact, acquired a large
force of ICEMs installed in hardened underground siles. To put it
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tluntly, neither the Soviet Union nor the United States can now attack
the other, even by complete surprise, without suffering messive damags
irn retaliation. This is sc because each side has achieved, and will
most likely maintain over the foreseeable future, an actual and credi
second strike capability against the other. It is precisely thic mutua
capability to destroy one another, and, cornversely, our respectiive
inability to prevent such destruction, ithat provides us both with'the
strongest possible motive to avoid a stirstegic nuclear war.

That we would eventually reach such a stage had been clearly
foreseen for many years. Five years ago I pointed out to this Com-
mittee that: '"We are approaching an era wher it will become increas-
ingly improbable that either side could destroy a sufficiently large
portion of the other's strategic nucliear force, either by surprise cr
otherwise, to preclude a devastating retsliatory blow.”

In January 195¢, Secretary of Defense Wilsor noted tha*.,
.independent of what year it might happen, within a reasonsatie
numver of years we are almest bound to get into & condition sometlimes
described as 'atomic plenty' or a condition where the two parties could,
as & practical matter, destroy each cther." 1In the following monzh,
Secretary of the Air Force Quarles was even more explicit. FHe said,
"T believe it will mean that each side will possess an offensive capa-
bility that is so greai and so devastating that neither side will have
a krockoui capatility, and, therefore, a situation in which neither
side could profitably initiate a war of this kind.... This has been
frequently referred to as a position of mutual deterrence, and I believe
we are moving into that kind of a situation."”

1"
..

Indeed, as far back as February 1955, a distinguished group of
scientists and engineers, frequently referred to as the Killian Com=-
mittee, had concluded on the basis of a comprehensive study of our
continental air defense that within probably less than a decade & nuclear
attack by either the United States or the Soviet Union would result in
mutual destruction., "This is the period,” the Committee's report stated,
"when both the U.S. and Russia will be in & position from which neither
country can derive a winning advantage, because each country will possess
enough multimegaton weapons and edeguate means of delivering them, either
by conventicnal or more sophisticated methods, through the defenses then
existing. The ability to achieve surprise will not affect the outcome
because each country will have the residual offensive power to break
through the defenses of the other country and destroy it regardless of
whether the other country strikes first."
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Clearly, nothing short of a massive pre-emptive first sirike on
the Soviet Union in the 1950s could have precluded the development of
the situation in which we now find ourselves. This point, too, was noted
by Secretary McElroy in 1958. 1Indeed, the hearings of the Congressional
Committees concerned with national defense during that period are replete
with references to this crucial issue.

Be thet es it may, the problem now confronting the Nation is how
best to ensure our safety and survival in the years ahead, in an era
wher: both we and the Soviet Union will continue to have large and effec-
tive second strike strategic offensive forces and when the Red Chinese
mey also acquire a strategic nuclear capability.

I believe we can all agree that the cornerstone of our sirategic
policy must continue to be the deterrence of a deliberate nuclear attack
acgainst either the United States or its allies. But this immediately
Taises the question, what kind and level of forces do we need to ensure
that we have such & deterrent, now and in the foreseeable future?

Having wrestled with this problem for the last seven years, I am
convinced that our forces must be sufficiently large to possess an
"Assured Destruction” capability. By this I mean an ability to inflict
gt all times and under all foreseeable conditions an unacceptable degree
of damage upon any single aggressor, or combination of aggressors --
even after absorbing a surprise attack. One can add many refinements
to this basic concept, but the fundamental principle involved is simply
this: it is the clear and present ability to destroy the attacker as
a viable 20th Century nation and an unwavering will to use these forces
in retaliation to a nuclear attack upon ourselves or our allies that
provides the deterrent, and not the ability partially to limit damage
to ourselves.

This is not to say that defense measures designed to significantly
limit damage to ourselves {(which is the other major objective of our
strategic forces) might not also contribute to the deterrent. Obviously,
they might -- if an increase in our "Damage Limiting" cepability could
actually undermine our opponents confidence in his offensive capability.
But for a "Damage Limiting" posture to contribute significantly to the
deterrent in this way, it would have to be extremely effective, i.e.,
capable of reducing damage to truly nominel levels -- and as I will
explain later, we now have no way of accomplishing this.

As long as deterrence of a deliberate Soviet (or Red Chinese)
nuclear attack upon the United States or its allies is the vital first
objective of our strategic forces, the capability for "Assured Nestruction”
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must receive the first call on all of our rescurces and must be provided
regardless of the costs and the difficulties invelved. That imperative,
it seems to me, is well understood and accepted by all informed Americanc.
What is not so well undersiocod, apparently, i1s the basls upon which our
force reguirements must logically be determined -- in other words, how
much "Assured Destruction" capability do we need and what is the proper
way to measure thait need?

The debate on how much is enough, I suspect, is as old as war itsell,
but it acguired a new and very special significance with the advent of the
atomic bomb. As one observer, Bernard Erodie, noted in 1946, at the very
beginning of the nuclear era:

"Superiority in numbers of bombs is not irn itself a guarartee
of strategic superiority in atomic bomb warfare....it appears
that for any conflict a specific number of bombs will be use-
ful to the side using it, and anything beyond that will be
luxury. What that specific number would be for any given
situation it is now wholly impossible to determine. But we
can say that if 2,000 bombs in the hands of either party is
enough to destroy entirely the economy of the other, the

fact that one side has 6,000 and the other 2,000 will be of
relatively small significance....the actual critical level
could never be precisely determined in advance and all sorts
of contingencies would have to provided for. Moreover,
nations will be eager to make whatever political capital {in
the narrowest sense of the term) can be made out of superiority
in numbers. But it nevertheless remains true that superiority
in numbers of bombs does not endow its possessor with the kind
of military security which formerly resulted from supericrity
in armies, navies, and air forces."

& decade later, in a speech appropriately entitled "How 'Much Is
Enough," Secretary of the Air Force Quarles took up the same theme in a
somewhat more elaborate and sophisticated manner. He presented the case
as follows:

“"The advent of atomic weapons in great numbers and veriety,
and now in megaton yields, has brought us to the poini where
the airpower we now hold poised is truly powerful beyond the
imagination of man. But there comes a time in the course of
increasing our airpower when we must make a determination of
sufficiency....Sufficiency of air power, to my mind, must be
determined period by period orn the basis of the torce required
to accomplish the mission assigned. Because technological
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changes are constantly occurring, which alter the power of

any force to execute its mission...we must constantly review
our mission requirements and tailor our concept of sufficiency
to the current and foreseeable needs. -

...the build-up of atomic power in the hands of the two
opposed alliances of nations makes total war an unthirkable
catastrophe for both sides. Illeither side can hope by a
mere margin of superiority in airplanes or other means of
delivery of atomic weapons to escape the catastrophe of
such a war. BEeyond a certain point, this prospect is not
the result of relative strength of the two opposed forces.
1t is the absolute power in the hands of each, and in the
substantial invulnerability of this power to interdicticn,

Under such circumstances, each potential belligerent in
total war could possess what might be called a 'mission
capability' relative to the other. BSo great is the
destructive power of even a sin le weapon that these
capabilities can exist even if there is a wide disparity
between the offensive or defensive strengths of the
opposing forces....It 1s crucially important that ve
maintain the level of strength constituting a 'mission
capability.' It is neither necessary nor desirable in
my 3udgment to maintain strength above that level.”

Although the technology of strategic nuclear war has undergone
dramatic changes since 1956, the general principle laid down by
Secretary Quarles is as valid today as it was then. The requirement
for strategic forces must still be determined or the basis of the
"mission capability" we are seeking to achieve. That, in turn, must
be related toc our overall policy objective, i.e., deterrence of a
deliberate nuclear attack on ourselves or our allies. Thus, the
first quantitative question which presents itself is: What kind
and amount of destruction must we be able to inflict upon the attacker
ir retaliastion to ensure that he would, indeed, be deterred from
initiating such an attack?

As.I have explained to the Committee in previous years, this
question cannot be answered precisely. Some people have argued that the
Soviet or Red Chinese tolerance of damage would be much higher than our
own. Even if this were true (which is debatsble), it would simply mean
that we must maintain a greater "Assured Destruction” capability. For
example, if we believe that a ten percent fatality level would not deter
them, then we must maintain a capability to inflict 20 or 20 percent, or
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whatever level is deemed necessary.. In the case of the Soviet Union,

I would judge that =z capatility ofi our part to destroy, say, one-fifth
to one-Tourth of her population and one-half of her industrial capacity
would serve as an effectiive deterrent. Such a level of destruction would

certainly represent intolerable punishment to any 20th Century industriel
nation.2

The nexi guestion which has to be answered is: VWhat kind and how
larre 8 force do we need to ensure at all times and under all foreseeable
conditions that we can inflict the desired level of damage on the attacker?
Obwiously, the number of stratepic missiles and aircraft we need canrot be
determined solely on the basis of some fixed ratio to the number our
oppcnenls might have, or for thet matter, to the number of nuclear war-
heads or the rross meratonnaze these weapons could carry. Certairnly,
these are very important factors, each in its own right, and they must be
and are taken into account in our calculations. Dut these are not the
only or evern most important factors. The reguirement for "Assured
Destruction™ forces can be determined logically only on the basis of ik
size snd character of the target system they may be called uporn to destroy,
taking account of all of the other relevant factors involved. Amcng these
are: the number of our weapons which at any given time are ready to te
lauriched “oward their targets; the number of these which could be expected
te survive a Soviet surprise first attack; and the number of the "resdy"
"gur~ivinc” weapens which ‘can reasonably be expected to reach the objeciive
area. survive the enemy defenses and detona*e over or on their intended
targets.

Thus, a logical determination of strategic force reguirements
involves a rather complex set of calculations. You may recall that
when I appeared here six years ago ir support of our first Five Year
Defense Program, I described the steps of this process in some detail.

a2/ Red Cnina represents a somewhai different problem. Today
Red China is still far from being an industrial nation.
Wnat industry it has is heavily concenirated in relatively few
cities. We estimate, for example, that
detonated cver 50 Chinese cities would desiroy half of the urban
populaticn (more than 50 million people) and more than one-half
of the industrial capacity. And, as I ncted lest year, such an
attack would also destroy most of the key governmental, technical,
and manacerial personnel, as well as a large proportion cf the
cskilled werkers. Sirnce Red China's capacity to attack the U.S.
with nuclear weapons will be very limited at least through the
1970s, the ability of even so small a portion of our strategic
forces to infiict such heavy damage upon them should serve as &
major deterrent to a deliberate attack on us by that country.
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In view of the misunderstandings which have arise: over the issue, I
believe it might be useful to resiate them here.

The first s

tep is to determine the number, types, and locations
of the aiming poinis

in the target system.

The second step is to determine the numbers and explesive yields
of weapons which must be delivered on the aiming points to ensure the
destruction or substantial destruction of the target system.

The third step involves & determination of the size and character
of the forces best suited to deliver these weapons, teking into account
such factors as: size of warhead, system relisbility, delivery accuracy,
ability to penetrate enemy defenses, and cost.

Since we must be prepared for a first strike by the enemy, allow-
ances must also be made in our calculations for the losses which our own
forces would suffer from the initial enemy attack. This, in turz,
introduces additional factors:

1. The size, weight, and effectiveness of a possible
enemy attack.
2. The degree of vulnerability of our own strategic

weapon systems to such an attack.

Clearly, each of these factors involves various degrees of uncer-
tainty. But these uncertainties are not unmanageable. By postulating
various sets of .assumptions, ranging from cptimistic to pessimistic, it
is possible to introduce intc our calculations reamsconable allowances for
these uncertainties. For example, we can use in our analysis poth the
higher and lower limits of the range of estimates of the number of enemy
ICRMs and long-range bombers. We can assign to these forces a range of
capabilities as to warhead yield, accuracy, reliasbility, etc.

With respect to our own forces, we can establish, within reasonable
limits, ihe degree of reliability, accuracy and vulnerability of each
type of offensive weapon system and its ability to penetfate the enemy
defenses under various modes of operation. The last factor also involves
an estimate of the size and character of the enemy's defenses.

Obviously, & change in any major element of the problem necessi-
tates changes in many other elements. For example, the Soviet's deploy-

ment of a very extensive air defense system during the 1950s forced us
+to make some very important changes in our strategic bomber forces. The
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B-52s had to be provided with penetraticn aids -- i.e., standoff missiles,
decovs, electronic countermeasure equipment, etc. In addition, the E-S2's
airframe had io be substantially strengthened to permit sustained low-
altitude operations.

Now, in the late 1960s, because the Soviet Uniorn might deploy exten-
sive AZM defenses, we are making some very importarnt changes in our
strategic missile forces, Instead of & single large warhead, our missiles
sre now being designed to carry several small warheads and peretration aids,
because it is the number of warheads, or objects which appear ito be war-
heads to the defender's radars, that will determine the ocuicome in a
contest with an ABM defense,

Gross megatonnage is not a reliable indicator of the destructive
power of an offensive force. For example, oneciil R missile carrying
10 [RESPERS 50 kiloton warheads (a total yield of 1/2 megaton)} would
be just &s efrective against a large city (2,000,000 pecple) as a sirngle
10-megaton warhead with 20 times the toiel yield. Against smaller cities
(100,000 people) ten 50 kiloton warheads would be 3-1/2 times as effective
as the single l0-megaton warhead, and against airfields 10 times as effec-
tive. Ewven ageinst hard ICBM sites, the ten 50 kiloton warheads would
(given the amccuracy we anticipate) be twice as effective as a single 10-
megaton warhead. And, of course, it would take 10 times as many ASM
interceptors to defend a city ageinst ten 50 kiloton warheads as it would
gzeinst & single 1O-megaton warhead.

+ is clear, therefore, that gross megatonnage is an erronecus basis
or which to compare the destruction cepability of two forces. And as I
pointed out to the Committee last year, the number of missiles on launchers
glone is not & much better measure. Far more important is the surviving
number of separately targeieble, serviceable, accuraete, reliable warheads.
But the only true measure of relative effectiveness of two "Assured
Destruction" forces is their ability to survive and to destiroy the target
systems they are designed to take under attack.

In terms of numbers of separately targetable, survivable, accuratie,
relisble warheuds, our strategic forces are superior to those of the
Soviet Union. But I must caution that in terms of national security,
such "superiority" is of little significance., For even with that
"superiority", or indeed with any "superiority" realistically attainable,
the blunt, inescapable fact remeins that the Soviet Union could still
effectively destroy the Urmited States, even after absorbing the full
weight of an American first strike.
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We should be under no illusion that "Demage Limiting" measures,
regerdless of how extensive they might be, could, by themselves, change
that situstion. This i1s so for the same reason that the deployment by
the Soviets of a ballistic missile defense of their cities will not
improve their situation. We have mlready taken the necessary steps %o
guarantee that our strategic offensive forces will be able to overcome
such a defense. Should the Soviets persist in expanding what now
appears to be a light and modest ABM deployment into & massive one,
we will be forced to teke additional steps. We have available the
lead time and the technology to so inerease both the quality and the
quantity of our strategic offensive forces -- with particular attention
to more sophisticated penetration aids -- so that this expensive 'Demage
Limiting" effort would give them no edge in the nuclear balance whatso-
ever. By the same token, however, we must realistically assume thai the
Soviet Union would take similar steps to offset any threat ic their
deterrent that might result from our deploying an ABM defense of our
owr: cities.

Under these circumstances, surely it makes sense for us both to
try to halt the momentum of the arms race which is causing vast expendi-
tures on both sides and promises no increase in security. The logic of
discussions to limit cffensive and defensive strategic weapons 1s even
more compelling than it was a year ago when the President proposed such
discussions to the Soviet Union. We are continuing our attempt to per-
suade the Soviets tc agree fo our proposal for discussions.

It is important to distinguish between an ABM system designed to
protect sagainst a Soviet attack on our cities and an ABM system designed
for other purposes. One such purpose would be to provide greater pro-
tection for our strategic offensive forces; another would be to protect
our cities against an attack by Red China. The first is not a "Damage
Limiting" measure, but rather an action designed tc strengthen our
"Assured Destruction” capability by ensuring the survival of a larger
proportion of our retaliatory forces. The second is a "Damage Limiting"
measure, but one against a small force -- Yecsuse of the size and
character of the attemcks involved, e good defense becomes feasible.

As I noted last year, Red China may achieve an initial ICEM
operational capability in the early 1970s and a modest force in the
mid-1G970s. Depending upon the rate of growth thereafter, & thin ASM
deployment, with some additions and improvements, could be highly
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effective through the mid-1980s. The ability of the thin ABM to limit
damace to our Nation in the event our offensive force failed tc deter
an "irrational” aggressor was the basis for ocur decision to deploy
such a force.

Before I discuss the analytical basis for these conclusions
and our specific program propesals, I would first like to present
the latest estimates of the strategic threat.

5. THE SIZE AND CHARACTER OF THE THREAT

Each year in presenting our projections of the strategic nuclear
three to the United States, I have cautioned that while we have
reasonebly high confidence in our estimates for the closer-in period,
our estimates for the more distant years are subject to considerable
uncertainty. This is still the case with regard to cur current pro-
jections. The estimates through 1969 are reasonebly firm. Beyond
that pcint they become progressively less firm, especially where they
desl with the period beyond the production and deployment leadtimes
of the weapons systems involved.

1. The Soviet Strategic Offensive-Defensive Forces

Surmarized in the table on the followinrs page are the Soviei
strategic offensive forces estimated for Octicber 1, 1967, mid-1969
and mid-1972. The programmed U.S. forces for those same dates are
shown for comparison.
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e. Intercontinental Ballistic Missiles

We estimste that as of 1 October 1967 the Soviets had a totsl of
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announced last November that the Soviets were 1nten51vely testing what
we believe to be & Fractional Orbit Bombardment System (FOBS). Such a
system -- which is really an ICBM of different trajectory -- could be
launched on & very low trajectory across the northern approsches of the
United States, thus recducing the possibility of timely detection by the
Ballistic Missile Early Warning System (BMEWS); or, elternatively, around
the southern approaches which are not covered by BMEWS. In either event
the wveapen would not have a very hlgh order of accuracy 3 e :

= payload It would, therefore,
be useful primarily against soft targets. Although years ago we con-
sidered and rejected such a system for our own use, the Scviets may be-
lieve it to be useful in a surprise nuclear strike ageinst our borber
bases or as a penetration tactic ageinst ABM systems. (I will touch on
some of the measures we have teken in anticipetion of that type of threst
in my discussion of the defensive programs.) IThe Soviets might have as

meny as RS Launchers by mid-1969 and g by mla-l9'f‘2

b. Submarine-Launched Ballistic Missiles

tnése subﬁéglnes with & total of 27-30 tubes are nuclear-powered the
others being diesel-powered.

However, we now have firm evidence that the new class of Soviet
nuclear-powered balllstlc mzsszle submerines Wthh I mentloneu last yeer
wlll heve 16 tubes P 53 ;

G @[t is these new“submarlnes that account for mcst of the in-
crease in SLBMs shown in the foregoing taeble.
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All of the clder nuclear-powered balllstlc missile submarines (and
most of the diesel-powered) are rofitted with the
relatlvely new SS N- 5 s : The remaining

As I noted on previous occasions, the Scviets do not appear 1o con-
sider their cruise missile submarines as primarily a strategic ettack
system. As of 1 October, they had 52-57 such boats (29-31 nucleer-powered)
equipped with 201-329 SS-N-3s, This missile has a maximum range of 450
n.mi. but it appears to have & normal operating range of 250 n.mi. against
ships. Construction of these ‘cruise submarines is apparently coming to
en end. The last of them is expected to be delivered to the fleet by
the close of 1969,

¢. Manned Bombers.

Agein, I must report to you that there is no evidence that the V/’
Soviets intend to deplcy & new heavy bomber in the late 1960s or early
1970s. In sddition to the heavy bombers shown on the foregoing
table, the Soviets elso have medium bombers and Eiasd medium
bombers converted to tankers. Although a small number of additional
BLINDER medium bombers ere expected to be delivered over the next few
yeers, the overall menned bomber force will continue to decline es the
014 BADGER medium bombers are phased out and the heavy bomber force is
attrited over time. We believe thet the new BLINDER "B", which is now
finelly operstionel, will be equipped to carry & 300 n.mi. eir-to-surface
missile {ASM). Most of the olé BEAR heavy bombers have elready been
modified to include an ASM capability, and it now appears that a sig-
nificant portion of the BADGER force is also being provided with that
capability.

Nevertheless, the Soviet Union's capability for intercontinental
bember attack remeins limited., Considering the reguirements for Arctic
staging and refueling, as well &s non-combat attrition facters, we
estimate that the Soviets could place approximately 100 heavy bombers
over targets in the United States on two-waey missions. While we believe
that medium bombers do not figure prominently in Soviet plans for an
initisl attask on the North American Continent, a limited force of these
bombers could attack targets in Greenland, Alaska, Iceland and Canads
on two-way missions.
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e. Marred Interceptors

The Scviet interceptor force now consists of some 3300-3500 air-
crafit, about 200 fewer than last year. Although new generziion fighters®
with both all-weather and air-to-air missile capatiliiies are being grad-
ually introduced, about two-thirds »f the force is still made up of older
types of aircraft, mostly MIG-17s and 19s and SU-9s. The first few
Mach 2.5, all-weather interceptors are now operational and will continue
to be introduced in relatively small numbers over the next few years.
Since the older models are being replaced on a less than one-fer-one basis,
however, & further gradusl decline ir oversll sirencih is indicated, per-
haps to 2,300-2,800 by 1972. Whether the Soviets will deploy a Mach 3,
gll-weather follow-on interceptor is still highly pr-otlematical, although
such an aircraft is in an early stage of development.

f. Surface-to-Air Missiles

Mo significant changes have cccurred in the deployment of the SA-1,
SA-2, and SA-3 surface-to-air missiles in the Soviet Union. The first
is deployed in two rings around Moscow only, the second at about-
primary sites throughout the rest of the country, and the last at about
B sites in selected areas. Nothing has occurred during the past year
to cause us to change our estimate thet the SA-3, which was deployed to
defernd against the low altitude threat, is not much better than the BA-2
for that purpose. The latter system, through continued modification of
its missiles and radars, has acguired an improved low altitude capability

Last year I informed you that there was considerelle disagreement
witHin our intelligence community with regard to the purpose of the se-
called "Tallinn" (SA-5) system being deployed across the northwestern
epproaches to the Soviet Unicn and in several other places. Now I can
tell you that there is almost complete agreement that this system is
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designed primarily for defense egainst high speed aerodynamic vehicles
flying at high and medium altitudes.

Even last year the pattern in which the system was being deployed
the configuration of the sites and their eguipment, and the apparent
characteristics of the radars, all pointed to an advanced surface-to-air
missile system. The doubt as to its mission arose principally because
it appeared to be designed against the high rather than the low altitude
penetration threat, even though it has long been publicly known that the
letter is the tactic our bomber force is trained and eguipped to use.

o

: ST ) HARMPY cicarly a missile
designed for use within the atmosphere, most likely against en aero-
dynamic rather than a ballistic missile threat pieetite -

More n Tallinn complexes have thus far been definitely identi-
fied (double last year's estimate) extending in a barrier line across
the northwestern part of European Russia, around Leningrad and Moscow,
and across some parts of the southern epproaches. Most of these com-
plexes consist of three launch sites, each with six launch positions
and one radar. A few of these may now be operational and more may be
under constructicn : R ST o
YIRS e still believe the Soviets will eventually deploy an

improved low altitude SAM system.

4 - 5 . . e
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2. Anti-Ballistic Missile Defense

Although construction of the GALOSH ABM system around Moscow is
proceeding at a moderate pace, no effort has been made during the last
year to expand that system or extend it to other cities. It still con-
sists of six complexes deployed at some of the outer ring SA-1 sites,
sbout U5 n.mi. from the center of the city. Each complex still has two
"triads" (one large and two small radars operating together) and 16
iaunch positions.. Work on a seventh complex south of the city, which
was stopped two years ago, has not been resumed. (Eight complexes
would be required, in the present pattern cf deployment, to complete
the ring around Moscow.) In addition to the triads, there is a large
phased-array radar {called Dog House) located southwest of Moscow and
oriented towards our ICBM threat corridor. There are also two large
phased-array radars (called Hen House) sited at separate locations to
the northwest. These three radars may be intended as forward acquisition
radars for the Moscow system, while the triad radars handle the target
and interceptor missile tracking functions.
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It is the consensus of the intelligence community thet the GALOSE
system could provide a limited defense of the Moscow area but that it
could be seriously degraded by sophisticated penetration aids, pre-
cursor bursts and the vulnerabllltv of the raders to nuclear detona-
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1ec{10ns for defensive systems, we must, for the time being, plan our
forces on the assumption that they will have deployed some sort of an
ABM system around their major cities by the early 1670s.

3, FHKed Chinese Nuclear Threat

Our current estimates of the Red Chinese nuclear threat are essen-
tially the same &S those I presented here in past years. | TR
i <-ee _1"...the Chinese Communists have the technical and 1ndus-
trial capabilities required for the deployment of ballistic missiles
and we believe that they are meking an intensive effort to develop &

missile [ . | < e ] We estimate that the first
of these m15511e5 could be deployed as early as 196 -68 and that by the
mld-lQTOs, they could have [_ m'%", lngSlles opera-

tional." This estimate is still valigb/(
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With regard to ICBMs, we continue to believe that the Chinese nu-
clear weapons and ballistic missile development programs are being pur-
sued with & high priority. However, it is now clear that they failed
to conduct either a space or a long-range ballistic missile launching
before the end of 1967, as we thought possible last year. We still be-
lieve such & launching could be made on relatively short notice. In
any event, our estimate last year that it appeared unlikely the Chinese
could achieve an IOC with arn ICBM before the early 1970s, or deploy a
significant number of operational ICBMs before the mid-1970s, still
holds. And, of course, those ICBMs would not have & very high degree
of reliability, speed of response or protection against attack.

The Red Chinese also have several types of aircraft which could

carry nuclear weapons, but most of them have an operational radius
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i it is highly unlikely on the basis of cost alone that they
would undertake the development, production and deployment of an inter-
continentel bomber force. If they chose to do so, it would tske them

s decade or more before they could deploy such & force.

C. CAPABILITIES OF THE PROPOSED U.S. FORCES FOR "ASSURED DESTRUCTIOR"

As I noted earlier, the only true measure of the effectiveness of
our "Assured Destruction" forces is their ability, even after absorbing
a well-coordinated surprise first strike, to inflict unacceptable dam-
age on the attacker. 1In this next portion of my Stateuent, 1 would
l1ike to examine with you our latest anaslyses of how we.l our strategic
forces can be expected to asccomplish that mission: first, against the
"highest expected threat" projected in the latest National Intelligence
Estimstes and, second, azgainst a Greater-Than-Expected Threat. 1/

1/ The "highest expected threat” is actually composed of the upper range
of NIE projections for each element of the Soviets' strategic forces.
In many cases, these represent alternatives and it is highly unlikely
thet a1l elements would ever reach the top end of the quantitative
range simultaneously. Therefore, the "highest expected threat" is
really & grester threat then that projected in the NIE.
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1. Cepability Against the "Highest Expected Threat" in the NIE

Shown in the first column of the table below are the numbers of
weapons, gross megatons, and one-megaton equivalents now programmed
for our strategic offensive forces in 1972.
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Even if the Soviet strategic forces by 1972 reech the higher end
of 