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MEMORANDI t'l FOR THE PRESIDENT

It has becone evideqt that we havg won the debate on
S.qtT II in the Senato hearings and with the m6dia (and
,pfobably ..the public). !u.1 *e-have lot yet woil the Senale i
iio_tff' There will be difficUlt bargiininE, in the process,'of
dcfiieving a two-thirds vote of appioval in tne Senite, over the
issue of defense programs and budgets. Sarn Nunn speaks for a
group without whose votes we probably canrt get Senate approval
of SALT. He clearly believes that the present five-year defense
program is inadequate, and that the financial plan r,ronf t fund
even the present five-year progran. He will demand a comnit-
ment, whose exact nature he can't yet specify, to an annual
growth in the defense budget of at Least three percent (per-
haps more) after actual inflation- At the same time,. others
such as George McGovern could r+e1l be brought to vote=against
SALT II by such a commitnrent. And whether the Congress nould
actually be willing to put noney where some of its members'
mouths are is questionable. John Stennis wants to support
SALT II and is for a stronger defense program, but is more
int'luenced than Nunn by fiscal conseirrratisrn; his viervs may
provide a good vehicle for compromise

My present thought is that one way to neet the Nunn position
may be to revise the fiscal guidance for'the Five Year Defense
PIan (198L-5) to assure a genulne after-inflation annual budget
growth rate of three percent. The Congress has those figures,
and it ib on the basis of the claimecl growth rate and assuned
inflation rates contalned in it, along with the past effects
of underostimated inflation rates, that Nunn has taken his.
position. Another (and they are not mutually exclusive) way
would be to submit a FY L980 supplemental. This could cover
tho amount of Congressional. cuts (which I anticipate could
rvell be 18$ or nore the House Defense Aplropr-iations Sub-
committee will recommend a 28$ cut) and/or the unprogrammed
increases in fuel costs (which will amount to 0.98$ for FY
1980).

In this situation, I believe it rvould be useful for you
to consitler the findi.ngs of a DOD examination of the r,rllitary
haLance, specificaLly the nilitary inyestment balance. I
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t least three percent annually through
lieve that t.he Congress as a whole would

?'

tlcscribed these findings at the June 4 liSC neeting ruhich
upclated the Comprehens.ive Net Assessment made in PRII-10
and reflected in PD-18. I have had the principal conclusi<.rns
of that DOD study botJ.ed down to a few pages; they are
at tached .

My judgnent is that those conclusions are essentially
correct. fn sone ways they may be too pessirnistic. In
particular, I think that if we exert the efforts necessary
to put some of our advanced technological concepts into
operational hardware, we can make the trend of the balance
somewhat less adverse but I aLso believe the Soviets are
likely in the next five years to confront us with some tech-
nological surprises of their own, In any event, I believe
the highly probable dangers of the prospective urilitary
balance ful1y justify an annual growth in the defense program,
after inflation, of a
1985. Moreover, I be
support that growth i
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process to increase defense, and then voting against the
Resolution. But I do not believe that a defense budget set
at the level of the nedian view of the Denocratic Party will
satisfy either the defense needs of the country or the denands
of the electorate. Your leadership can, in my view, produce
Congressional support for the necessary program. l'Je shouLd ,l
be reticent in responding with compromise to what Sam Nunn ll
(and Kissinger) are saying about the defense program. That r[
should be saved for the end game. But I believe that ptogran
and process can be elaborated during the next month or two,
and that they will need to be reflected in some joint Presidential-
Congressional statements and actions before Congress adjourns
this year, if SALT II is to be ratified.
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ThIE }.IILITARY INVEST}.IENT B.\LA}iCE

lfe have recent11, assessed the US-USSR IIilitary Investnent Balance.
Somc nilitary expenditures contribute only to current capabil it1',
others in vnrying degrees to future as rvell as present rnili-
tar)' capability, and otrght to be considered as investnrents. The
asscssnent concentrated on future-oriented activities such as
RDTQE, procLrrenent of long-lived hreapon systems, and the construc-
tion of military facilities. It examined those current investment
florvs, and the accumulated stock of past investmen-rs, rvhich con-
tribute to future military capability. The assessment, thus, is
an indicator of the future military balance.

The nain nessage of this balance is that continuing current trends
in and differences between US and Soviet military efforts.for 5-10,
years will place the US in a clearly inferior military posi,t,ion.
Focusing on investment makes this clearer, prorriding a picture
less favorable to the US than does comparing overall efforts.
The assessnent is based on CIA-produced do11ar estimates of Soviet
military programs. Those show that:

Soviet military efforts measured in dollars
ours by a steadily widening nargin since 1969
al rnost 4 58 g reater.

the
7st

The analysis also exanined several
vincing, arguments as to why these
ci{Lls,:. for conccrn.

The Soviets have out-invested us for 10 years and,
last few years, their inuestnent effort has been
larger than ours.

ossible, blrt not
nvestment trends

harre e.rceeded
and are now

for
about

very con-
need no c be

Projecting current Soviet trends and US plans into the
future shows only a slow reduction in the gap in the rate
of investment, and even that reduction is uncertain.

The Soviet advantage is growing even more rapidly than is revealed
by the respective rates of current investment flow, since:

Soviet investment stock val-ue is now about 25+ more than.ours.

That differential is expected to increase to 40-60t by the
mid 80's, depending on assumptions about the depreciation profile.

The strean of Soviet investment dividends can be expected
to exceed those of the US for many years.
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t.otal defense efforts are comPared. In eitlier case lre
think there is rnore unproductive dtrplication amone l\i,1.'t0 L,han
ilmong l'iarsaw Pact programs, r'ihich are centrally directcd.

The fundamentally stronger underlying US economy is offset
sornewhat by Soviet design and manufacturing processes which
facilitate nrilitary surge production. Further, the relevance
of industrial mobilization is questionable in many cases.

Trying to assess the balance fron the Soviet perspective suggests
they probably measure their efforts against those of the US, the
NATO Al1ies, and at least Japan and China, Therefore they may:

Believe they f ace total def ense ef f orts greater than their o',{n.

-- And see reasons to sustain or even increase the rate oi
grorvth in their defense efforts in the recent reversaL of the
downward trend in the US defense efforts, the NATO commitment
to real defense growth and the US-PRC rapprochement.

The assessment also notes our uncertainty about how Soviet defense
cfforts will be constrained by demographic, energy and economic
problems. This is a possible future bright spot for the LIS and
is il critical a'rea fr;r further study.

Flowevcr, Soviet gains in the military balance are like1y eo be
even greater in the future because:

Soviet investment flows have continued to grow while ours,
in general, are lower than in the 50's and 60's.

The fruits of the Soviet differential in nilitary invest-
ments have yet to be realized due to the long lead times be-
tween large investments in RGD and visibLe, deployed weaPons.

FinalIy, the assessment addresses the consequences if current
trends persist. The following three scenarios outline some
poss ibilities :

Continuation of current US and Soviet military trends into
the mid-eighties, followed by sLackening in the Soviet military
buildup becatrse of economic, demographic and other problems.

US technolog:lcaI leads are being
based continuing Sov,ipt RGD program
risk, high-cost, potentially high-p
I have indicated earlier, we oursel
e.Eforts underrvay that I cons ider of

ContintraEion of
situation of clear
Sovie Es. This is

eroded by rnas s ive, broad-
s, increasingly in high-
ayofi areas. Howeuer, as
ves have two or three
major potential effect.

currerrt trcnds thror-rgltotrt the 80's Eo a
US military inEerioritv with respec'- t,o thc

unlikely to be a stable sitrtati.on, Itllwev,"r.
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A major confrontation a few years hence triggered by the
Soviets aggressively ptrshing their advantage sr.rmer.rhere.
Depending on the nature and severity of the crisis and the
political. reaction in'the US to the crisis or to conserluent US
losses, a major incre4se in US det-ense expenditures and a more
conpetitive US-Soviet relationship may result. (In the past
four decades, 40-200* increases have occurred three times
each following a crisis involving conbat.)

The assessment concludes that the consequences of any of these !:! -{:O'scenarios are enormous. They will likely impact dirLctly';;-- -t'Znf
our ability to defend our interests and our alIies. Also, since,'(.
the US has been the core around which western alliances have .(,*t{*
formed, al I ied ce tions of US inferiorit are 1ik 1 /nqr'f
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dging and increased compliance with Soviet desires on the part
former allies. The US has had such a central role in organiz-

ing the r'restern worJ.d that repercussions would likely be felt
throughout the r+orld.

I found this assessment, focused on expenditures and investment,
to be particularly useful. The adverse overall trends indicated
are generally confirmed by the changes we see in more detailed
assessments of various nilitary balances:

ttle see deterioration in the strategic nuclear balance by
all the conmon indicators, static and dynamic r.rhich rvilI
very probably continue until rve deploy the ALCII and, later, the

NATO's ASttl forces have probably improved relative to the
Soviet subnarine force, and the Central Region ground force
balance has been roughly static, but the balance has deter-
iorated in theater nuclear forces, tactical air forces, and
forces on the flanks (particularly the Southern Flank).

(The perceived balances in the Persian Gulf and Korea have
also deteriorated, but these have resulted from revolution in
one case and new intelligence in the other rather than fron
differences in US and Soviet milit.ary investments.)

In the context of policy, all this inplies that rve have not and
will not maintain an overall balance of military power between
the United States and its allies on the one hand and the Soviet
Union and its allies on the other at least as favorable as that
existing in early L977, the central requirement lsid down in PD-18.

lIe have yet to achieve a 3t annual real grorvth in dctensu' spending,'l'lre l'\'7 5-79 avcrage is tess than 0. 3t . lio year rei,rL:.hed cven 71.
'[ l: ryc continue that trend because of insuf f icient 1:rovisiorr for
inf 1:rtion, competing demands for natiotral resourcc.s, or any olher
couse, the military balance rvi11 become perilous over the ncst
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0n the other hand if rue and our NAIO ollies acirieve a 5t real
grorvth rate, the miLitary balance likcl;" rvill rougirly stabilize
a tter a fel years. El'eo .then it rvcluld sti11 not neet Ehe PD- lS
c riteria. , .

lVe rvould have essential equivalence in strategic nuclear
forces, but the general purpose forces situation r"ottld be
far less satisfactory, in (sma11) part because of the diversion
of resources to the higher priority strategic force investments.

The conventional force balance would give us only a
questionable ability to stop a lVarsaw Pact attack and practically
no confidence in our ability to restore preliar boundaries.

Our ability to cope with some plausible crises involvlng
local and Soviet forces in the }liddle East, Persian Gulf or
Korea would sti1l be severely limited, depending both on
Senerous rtrarning tir,res and on f reedorn f rom crises elservhere,
particularly in Europe.

To redress the balance and meet the
r+i11 require an average annual real
program well in excess of the 3t we
require increased al1ied efforts.

criteria of PD-18 by 1990
growth in the US defense
have discussed; it r,rould also
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