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THE SECRETARY OF DEFENSE

WASHINGTON. D. C. 20301 . ~QONPIDENTIAL.

December 2, 1977

M FOR THE PRESIDENT

The U.S. Defense Budget

attached set of charts (In constant FY 79 dollars) Is worth
Ideration in approaching the FY 1979 U.S. Defense budget.
the following:

The Congress has (Fig. 1) cut substantially the Defense
budgets submitted by the President every year for the past

‘ten years. The enacted budget Is what our Allies and

adversaries look at as the financial Index and, for many
observers, the Index of our military posture.

Under any projection shown (Fig. 2), your budget would meet
or better the criterion of being lower (in 1979 dollars)
by $5 to $7 blillion than the FY 79 Defense budget figure
submitted by former President Ford with his FY 78 budget.

A FY 79 budget recommendation at the lowest figure proposed
would be less than your FY 78 amended budget request, with
obvious SALT, NATO, and domestic political consequences.

In this connectlon, the historical comparison of defense-
related outlays with those of the U.S.S.R. Is instructive.
| mentioned It to you late last month, and It is shown In
Flg. 3. Outlays both lag in time and smooth out the changes
Iin budget TOAs. A comparison of Investment outlays (procure-

ment, RDT and E, construction) Is even more unfavorable to us.

The numbers are not exactly comparable with those of Fig. 1,
but it Is the trends that are important.

We have emphasized In the formulation of the FY 79 U.S. Defense

budget the strengthening of the forces immediately assigned to NATO, and

| believe the composition of the budget | will propose reflects this

emphasis.

HW’M:‘:’%})V& Séjregate costs for this purpose would

be of very limited meaning, In the event of conflict, &l1 avatilable
forces -- Inciuding our strategic forces and even our Pacific fleet --




would be utilized to achieve NATO objectives.
NATO Allies, any attempt to focus on only some

Defense budget as meeting our commitment ''to ralse the level of defense

In dealing with our
fraction of the U.S.

spending by approximately three percent per year In real terms along
with our Allies" (PD-18) would

» In my judgment, negate our efforts to
put them on that road.
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P aIR e | Ford budgets achieved growth of 4.3% and 5.2% in FYs 1976 and 1977. Growth
‘_,a' projected at 6.4%, 4.7%, 2.8%, 2.6% and 2.3%, FY 1978-82, average of 3.8%.
. o111
. THHL T HHL Carter amendments reduced FY 1978 growth from 6.4% to 3.4%. With 3% annual
110 growth from this base, budget would be below Ford projections each year, Hi10
HITHIAFR ST 1 Fr 1978-82, as follows: $7.1B, $6.18, $6.08, $5.68, $4.88. 1

SEApE. Congressional action reduced FY 1978 budget growth to 0.6%. With 3% annual
QUNSSRERANERE growth from this base, FY 1978-82 average growth would be 2.5%. For FY 1979-
THILT [ttt 82, budget would be below the Carter amended submissfon trend each year by
100 - . $3.48, $3.58, $3.7B and $3.88. -

. L 141 § +4-

J ' J;; 288385} 1 ;ﬁ 0M8 would provide growth in the projected submissions by 1.2% annually from
11 44} -4 P the FY 1978 enacted base. This would produce FY 1978-82 growth rate of 1.1%.
giEsgl ‘{{| For FY 1979-82, budget would be below the Carter amended subaission trend
Rewmn ITHH each year by $5.98, $8.4B, $118 and $13.58B. :
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