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STATEMENT OF SECRETARY OF DEFENSE ROBERT S. McNAMARA
BEFORE THE SENATE SUBCOMMITTEE ON DEPARTMENT OF DEFENSE APPROPRIATIONS
ON THE FISCAL YEAR 1964-68 DEFENSE PROGRAM AND 196L DEFENSE BUDGET

Mr. Chairman and Members of the Commlitee:

It is again our privilege to present to you our Defense progranm
projections for the next five years, arnd our budget proposals for the
coming fiscal year. The form of this statement ig simlliar to the one I
presented to you last year. It ls arranged in the same manner in which
the Defense program 1s developed, namely, in terms of tke principal missions
of tL: Defense establishment, rather than by organizational component or by
budgs” categery.

Later in your hearings the Defense Comptroller will summarize the
Defanse budget by category and appropriation titlie, In the traditionsl
mernrer, The Service Secretaries and Chiefs will then present statements
on thsir respective Services.

Upon comp.etion of my statement, General Teylor, the Chairman of
thz Joint Chilefs of Staff, is prepared to present his analysis of the
relativ: military postures of the United Stetes and 1ts Allies and the
Sinc-Soviet Bloc.

Agzin, because of the length of my statement, I would like to
prss2rni it in sections, if agreesble to tke Comrdttee, holding myseif
avallarie for questioning et thke end of each section. The statemernt
contalns eleven sections, &s shown in the Table of Contents. In
addition, there 1s attached to each copy a set of related Tables which
you may wish To follow as we proceed through the statement.

By erd large, we have projected ihe forces and programs through
flsca” yaar 1968, five vamrs beyond th: current fiscal year. As I
pointel cut lesh year, the further we priisct thesse programs the more
rrovisional they should He considered. (ksnges willil have to be made
&5 we move along and entirsly new projects, the need for which canmct
eow b2 claesrlyv foresesn, wiil have o b: added; as hasg beer dore this

yeix .

We bave alsc projeched program cosis through fiscal yesr 13€8, but
these cost projections are stiil bighly tentative. Like all sush projec-
tions, they suffer from what might be called a "bow wava" effert - a peakirg
of costs in the years followlng the budget year and a skerp tepsring off in
thz later years. The peslidng is principally the result of two faztors:

1) the pestponement to the next year of marginal and less urgent projests;
and 2) the fact that the program costs bsyord fiscal year 1964 have not been
sutb jected to the detaiied and rigorous budget reviews accorded the 1964
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estimates. Thus, ve are continually pushing the peak of the program
before us as we move from year to year; hence, the "bow wave" effect.

The downward slope in the later years of the 1964-68 period reflects ocur
inability to see very clearly the course of future events. This is the
typical downward bias inherent in all longer range projectioms, govermment
or industry. We know, for exanple, that same of the projects included
in the Research and Development program will advance to production and
deployment before the end of fiscal year 1968, although we are not sure
now vhich ones will be so advanced. When the decision to produce and
deploy is made, the project is tranasferred to the appropriate mission-
oriented program, i.e., Strategic Retaliatory Forces, Continental Air and
Migsile Defense Forces, General Purpose Forces or Airlift and Sealift
Forces, and additional funds are added to procure and operate the system.
Therefore, no precise conclusions as to the future course of the Defense
Program can be dravn simply on the basis of such cost projections. They
are useful for internal Defense Department planning, b\,xl: are in no sense
Predictions of future budgets.

1 also want to remind you that I will be talking about costs in
terms of "Total Obligaticnal Authority"”. Total Obligational Authority
represents the full cost of an annual increment of a program regardleas
of the year in which the funds are authorized, appropriated or expended.
These costs will differ fram Rew Obligational Authority in many cases,
especially in the Procurement accounts vhere certain prior year funds
are available to finance 1964 programs. Moreover, most of my discussion
will deal with the total cost of a program, including the directly
attributable costs of Military Personnel, Operation and Maintenance, as
wvell as Research and Development and Military Comstruction. A reconcilia-
tion of the program costs with the budget titles and appropriation accounts
for fiscal years 1963 and 1964 is shown on Tables 21 and 22.

Throughout this discussion I will try to call to your attention all
major changes from the programs presented to you last year and give you
the reasons for them. This will tend to lengthen my statement somewhat,
but I believe you will want to know about these changes.



I. INTRODUCTION
A. APPROACH TO THE FISCAL YEAR 196L-68 PROGRAM AND THE FISCAL YEAR 1964 BUDGET

This year, in contrast to last year when we had to develop a five-
year program from the ground up, we started the budgeting cycle with an
approved program projected through Fiscal Year 1967. This was essentially
the same program I presented to the Committee last year. We realized, of
course, that changes in this program would be needed as time went on, first,
to reflect the action of the Congress on owr fiscal year 1963 budget, and
then to take account of all the mumerous changes which are bound to occur
in the international situation, in our requirements for military forces,
in technology and in costs. Accordingly, we established last summer a
program change procedure designed to provide an orderly method for pro-
posing, reviewing and approving program changes. The procedure affords
all elements in the Defense Department concerned with a particular proposal
a full opportunity to present their views. For example, an Air Force pro-
posel to modify its airlift fleet would be referred to the Army for cosment
as a user; to the Navy because of its impact on the sealift requirement;
to the Joint Chiefs of Staff as representatives of the using comands, as
well as to appropriate parts of my office. When all of these views have
been assembled, Mr. Gilpatric or I review each proposal and render a
decision or, in scme cases, ask for further study. Where major issues
are involved we discuss the matter in greater detail with our principal
military and civilian advisors. Indsed, such major issues as the R5-TO,
NIKE-ZEUS, strategic forces, ete., were glven individual onid exiensivec study
by the Chiefs, and their views were considered before the decisions were
made .

The program change procedurs went intoc effect last July and, up
until the time the budget estimates were submitted in early October,
several hundred program change proposals were received. These program
changes would have added about $40 billion to the previously approved
1964-6T program base. The sizeable sums requested were by no means
unexpected, inasmuch as we had eliminated the arbitrary budget ceilings
which had been used prior to 1961.

The program change procedure has unquestionably increased the work-
load on the Office of the Secretary of Defense, but I was particularly
anxious that nothing should be done to discoursge the Military Departments
from submitting any program change they felt was necessary for the defense
of the Nation. This was consistent with President Kennedy's instructions
to me to: (1) develop the force structure necessary to meet our military
requirements without regard to arbitrary budget ceilings, and (2) procure
and operate this force at the lowest possible cost.

The total of the fiscal year 1964 programs and budgets submitted
by the Services and Defense Agencies amounted to $67 billion. All of



the budgets were carefully reviewed jointly by the budget examiners of my
office and the Bureau of the Budget, as has been the custom in the past.
The analyses resulting from this review were forwarded to me for decision.
In consultation with our principal advisors, Mr. Gilpatric and I then
thoroughly reviewed all of the cutstanding issues. Our decisions were
transmitted to the respective Services and, in the final step of our
review, ocutstanding differences were resolved. As a result of this
review, we were able to reduce the approximately $67 billion requested by
the Services to the total of $53.7 billion in new obligational authority
recommended in the President's budget.

Admittedly, the President's budget does not include every program
desired by the various elements of the Defense establishment. Many of
the items deleted during the budget review, although important perhaps
from the viewpoint of one Department, were redundant in terms of the
Defense program as a whole. This type of overlapping of proposed
Programs is inherent in the way the Defense Department is organized,
and it is not necessarily undesirable. It does assist in presenting to
the top management of the Department of Defense a wider range of alterna-
tives from which to choose, but it also requires some hard-headed decisions
in the program and budget reviews in order to prevent uneconamical duplication
of effort.

Ther, there are a large nurber of desirable, though marginal or
postponable, programs and activities which are always left to be screened
out by the Secretary. Although this, too, increases the workload in my
office, I believe we can adequately cope with it. We make this additional
effort in order to ensure that every project or activity deemed important
to our national security by any element of the Defense establishment is
glven consideration in the formulation of the over-all Defense program and

budget.

In adding to a Defense budget as large as the one we now have, we begin
to encounter the law of diminishing returns, where each additional increment
of reaources applied produces a smaller increment of overall defense capa-
bility. While the benefits to be gained from each additional increment
cannot be measured with precision, careful cost-effectiveness analysis can
greatly assist in eliminating those program proposals which clearly con-
tribute little military worth in relation to the resource expenditures
involved. We have applied this principle throughout our program and budget
reviews.

Obviously, the value of another billion dollars spent for Defense
also depends on changes in the world situation and the military effort
undertaken by our antagonists. A large increase in the Soviet defense
budget, for example, could substantially increase the value of an additional
increment to our own Defense budget. A further tightening of tensions or
belligerent actions againat the United States or its allies might well
increase the relative value of eadditional military effort. Our Commmist
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opporents have greatly extended the range of conflict to cover virtually
every aspect of human activity. And we, together with cur allies, must
carefully allocate our defense effort to ensure that we can meet the
challenge on every front and at every level. An assessment of the present
and prospective international situation and the military programs of our
principal opponents is therefore highly pertinent:to any discussion of
the Defense program and budget.

B. ASSESSMERT OF THE INTERNATIONAL SITUATION AS IT BEARS OR MILITARY
POLICIES ARD PROGRAMS

lagt year, when our attention was focused particularly on the Berlin
erisis, I pointed out that the Defense program we were recommending was
geared to our global requirements over the long-term, and not simply to
the lmmediate situation as it then obtained. Since that time, the Nation
and, indeed, the whole world has gone through ancther crisis, precipitated
agzin by the Soviet Union, this time in Cuba. I believe it is clear from
the actions taken by the President last October that the United States
Government viewed with the greatest concern the sudden intrusion of Soviet
offensive weapons in Cuba, only 90 miles from our own shores. However, as
acute as this crisis was, and the after-effects have yet to be fully
liquidated, it 4id not then and should not now distract owr attention from
the more fundamsntal and far-reaching challenge which Communism poses to
the Free World. Without in any way minimizing the grave threat to our
pational security which would have been posed by Soviet nuclear armed
ballistic missiles in Cuba, or, for that matter, the Soviet military
presence in that country, those missiles represented but a small part
of the total Cammunist threat to Freedom.

Even while the Soviet Union was attempting to extend its offensive
military power directly into Cube, the undeclared war against the Govermment
of South Vietnam continued and a pew overt milltary aggression was launched
against India by the Chinese Communists. In Burope, Soviet preassure on
the Allied position in Berlin continued unabated. In the Near East, the
Commmists were seeking to make inroads in the Arabian peninsula. 1In
Africa, their efforts to exploit dissension and unrest in the Congo had
been temporarily thwarted by the actions of the United Natioms. All of
these crises or probing actions are simply the more obvious manifestations
of the Comminist drive toward thelr basic objective of world domination.

This objective is held By both the Soviet Union and Communist
China, but very distinct differences in tactics have become apparent.
And, indeed, there is increasing evidence that the apparent monolithic
structure of world Communism has been fractured, perhaps irreparably.
There is emerging a bi-polarization of power in the Communist camp, the
Chinese Communists trying to capture control of the Commmist revolution
and the Soviet Communists seeking to retain their present leadership.
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Although we may draw some comfort from this falling out between
the Coomunist giants, the world situation remains perilous, nevertheless.
The destruction of freedom and free nations is still the ultimate objective
of both countries, but each is seeking to attain the objective in its own
way, and to capture the spoils for itself.

0ddly enough, in this struggle for power in the Commnist camp, the
weaker of the two rivals is by far the more belligerent and the more
reckless, and therefore, very dangerous to the peace of the world. The
reason for this difference is not hard to find. The Soviet Union, after
45 years of unrelenting sacrifice and deprivation, is finally emerging
from its status as a "have not" nation. Mainland China, however, after
13 years of Cammunist rule, has barely, if at all, made a start toward
self-sufficiency. Her economic condition is desperate. The Soviet Union
today has a great deal to lose in a nuclear war -- material wealth as
well as human life. The economically impoverished Chinese Communists,
to whom human life has little wvalue, believe they have much less to lose.
It is not surprising, therefore, that the Red Chinese are much more reedy
than the Soviet leasdership to risk even nuclear war. And, indeed, the
Chinese Communists have been quick to take the road of active belligerency
in Korea, in Tibet and now in India.

But while war and the threat of war have rightly occupied most of
our attention, we must not neglect the fact that the struggle with
Communism is continuing through other means. As long as seriocus political
and econamic instability exists in any part of the world, the Communists
will have an opportunity to enlarge the area of the struggle. Even now
they continue to demonstrate their ability to take quick advantage of
any breakdown of law and order in any part of the world and to identify
themselves with any change in the status quo or with any emerging threat
to existing authority.

In this regard, there has been no change in the policy of the
Soviet Union to encourage what Mr. Khrushthev calls "wars of national
liberation” or "popular revolts”, and which we know as covert armed
sggression, guerrilla warfare and subversion. And the Soviet Unlon
has not diminished 1ts efforts through the more subtle means of econcmic
and military aid, political intrigus and propeganda to win over the
neutral and emerging nations of the world to the cause of Commmism. From
Africa to the Near East, from Southeast Asia to Latin America, the pattern
is the same. We may expect that the struggle in this ares will intensify
and we must be prepared to meet the challenge.

1. Iatin Americe
Although the Cuban crisis has greatly solidified the unity and

cohesion of the American states, the threat of Communism has by no means
abated, and a Communist government still rules in Cuba. Our forceful
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response to the threat of armed aggression from Cuba no doubt has dimin-
ished for the present the military aspect of the threat. But this simply
means that Comrunist efforts will be shifted to other areas, and the
Castroist Commmnist sabotage last fall in Venezuela is but one of the
more violent examples of this danger. MNore important from the longer
term point of view is the fundamental instability engendered by the
videspread lack of adequate economic progress. So long as hunger and
econamic instabllity persist in latin America, the danger of Communism
will be ever present. Indeed, it is not an overt-armed Communist attack
that is the real danger in this part of the world, or even Commmist
sabotage and subversion -- the real danger lies in the discouragenment,
disillusionment and despair of the pecple as & result of the relatively
slow rate of economic and social progresas.

Prior to fiscal year 1962, U.S. military assistance to Latin America
was geared to a concept of hemispheric defense which envisaged the direct
participation by Latin American forces in any large-scale conflict. A
thorough review of the program convinced us that, except for specific
cases where properly equipped naval and air forces could make a signifi-
cant contribution to the solution of the anti-submarine warfare problem,
this concept of hemispheric defense was becoming increasingly unrealistic.
The main threat in Iatin America today is that of Communist subwversion
and indirect attack, and not overt military aggression from outside the
hemisphere. Accordingly, about one-half of the approximately $75 million
per year of military assistance which the United States is presently
providing for Latin America is devoted to equipment and training for intermal
security purposes, with special emphasis on counterinsurgency training.

The major portion of the balance is directed to the support of selected ASW
forces. Although we fully recognize that the problem is essentially
political end economic, the maintenance of law and order is an essential
prerequisite to social and economic progress.

In addition to internal security, our program is also designed to
contribute to economic and social development through what we call “civic
action” projects. These projects, in such fields as agriculture, trans-
portation, communications, health and sanitation, are beneficial to the
people generally. Outstandingly successful programs of this sort have
been conducted in Bolivia, Brazil, Chile, Columbia and Honduras. More
recently we have instituted a similar program in Equador and we are
currently developing projects for other latin American countries, including
El Salvador, Guatemala and Peru. Civic action projects are jointly funded
by the Military Assistance Program and AID, with MAP providing the military
equipment and related training.

But the Military Assistance Program will not in itself solve the
problem of political ingtability which arises from the continued econamic
difficulties in much of Latin America, and herein lies the ‘real danger of
future Commmist penetration. It was to meet this more fundamental problem
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that President Kennedy last year launched the Alliance for Progress
vhich comnitted the United States to a long-term program of economic
ajd and technical assistance for our Latin American neighbors. This
aid -- as explicitly provided in the Charter of Punta del Este --

was contingent on self-help and econamic reform, vhich in our view are
absolutely indispensable to future economic growth and soclial progress.
Without these vital domestic measures, external assistance, no matter
how large, cannot succeed in achieving the purpose for which intended.

Although the United States fulfilled its pledge at Punta del Este
to provide $1 billion of economic aid during the year which ended in
Maxrch 1962, and is prepared to continue ite assistance during the year
ahead on the same general order of magnitude, progress has not been
fully satisfactory. First, the level of self-help has not been
sufficiently high, and second, the necessary conditions have not yet
been created to encourage private investment, both domestic and foreign.
Indeed, foreign private investment in Iatin America has actually declined
and the flight of private domestic capital has, in scme cases, reached
serious proportions. Yet, without substantial private investment, both
domestic and foreign, the vast needs of Latin America will never be
satisfied, since public funds on a scale anywhere near adequate to meet
the requirement simply do not exist.

The United States Government has not hesitated to bring these
shortcomings before the Inter-American Economic and Social Council,
vwhere we have urged that every possible measure be taken to create an
environment attractive to foreign private investment, and to expand
the role of private enterprise in the econcmies of Latin America. We
are confident that further progress will be made in this direction, but
the American pecple must be willing to continue to carry the burden
of economic aid to Latin America for some time to come. This effort,
gseen in the context of the wilder struggle between the Commnists and
the Free World, deserves a place of highest priority in our national
security program. It is the most productive expenditure we can make
to thwart the threat of Communism in that part of the world so important
to our own security.

2. Africe

Africe 1s another ares in which the Commmists will try to take
advantage of any political and economic instebility. Although overt
Camunist military aggression against Africa is concelveble, it is
not very probable because of the logistic difficulties involved. The
real danger here is quite similar to that in latin America, namely,
that the Communists could gain a foothold by subverting and overthrowling
an existing government. When we consider the large number of newly
independent countries on that continent, the many opportunities for
trouble-making become readily apparent. We and our Free World allies
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have the military power, both in kind and in quantity, to preclude an
overt Communist military attack on any African country, but we do not
have the means to prevent Communist infiltration, subversion and other
forms of coveri mggression. Our best hope to foreclose the extension
of Communist influence in Africa, therefore, is to assist the new
nations of that continent in their efforts to build viable societies.
This we can 40 by giving them economic and technical assistance, and
whatever militery assistance is needed to ensure internal security.

Here, again, we also hope to use the Militery Assistance Program to
support Civic Action projects in selected African nations.

We do not and need not carry the whole burden of helping to
safeguard freedom in Africa. Other free nations, perticularly the
United Kingdom end France, also have interests and responsibilities in
that part of the world, as does the United Nations., Qur policy is not
to supplant the assistance already being furnished by the metropole
countries tc thelr former colonies, but rather to supplement their pro-
grams where needed, and to help those countries where no other source of
aid is available. Our Military Assistance Program for all of Africa
amcunts to only sbout $35 million per year, two-thirds of which is for
Ethiopia and Morocco. Our programs in tropical Africa are very modest
end are directed at internal security.

More important from the longer term point of view are the economic
and technical assistance programs. Here, again, we share this task with
the other economically advanced nstions of the Free World. But even with
all the help that can be reasonably expected, the development of the
African nations into modern viable societies will be & long, arduous
and costly task.

3. Near East

In the Near East we face quite a different kind of situation. While
most of the countries in this area are still politically unstable and
economically underdeveloped, some are much further along in their efforts
to modernize. Moreover, a number of them, Greece, Turkey and Iran, border
on the Soviet Bloc end are thus directly exposed to Commmnist military
power. To these three nations, we have made certain firm military com-
mitments, and they have long been the recipients of U. S. military
assistance in the area. Since Greece and Turkey are menbers of NATO and
will be dealt with in that context, I shall omit them from this part of
the discussion.

Although we provide some grant military =aid to certain other Near
Eastern countries, notably Jordcn and Seudi Arabia, we do not share mem-
bership with these countries in any military regionel organizetion. In
general, our interest in this area is to help create an enviromnment in
which each of the nations can maintain internal stability and develop in its
own way without fear of atteck from its neighbors or from the Communist Bloc.
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This is a difficult and exacting role at best. It is particularly
difficult where so many nations are divided, not only by the power struggles
and rivalries of the moment, but also by mutual fears and suspiclons whose
origins are buried deep in history. This unsettled eituation has been
further complicated by the intervention of the Soviet Union in the area
by giving military ae well as economic aid 4c some of the patlions in the
hope of enhancing its influence. The massive Soviet military assistance
given to the United Axsh Republic, ir particular, has gravely upset the
balance of power in that part of the world, nst only between that country
and Israel, but alsc between it and the esmallier Axrab states. This develop-
ment has made it necessary for the U.S. to furnish moderate amounts of
military equipment and supplies to the other nations in the Near East.

The U.S5. Goverrmeant heas agreed, for examplie, to sell acwe HAWK anti-
aireraft micsiles to Israel to offset lmrge Scviet deliveries of modern
fighters and bombers to the UAR. Depending upon future Soviet arms
shipments or other actions that terd to distwr®t the always precaricus
stability of the sres, we may find it necessary to increase our military
aid to still other Near Eastern States.

Iran, with whom we have a mutual cooperation sgreement iz one of the
most vulnerable countries to Soviet encrozchment, overt or covert. The
U.5. has for many years bheen furnishing Iran with both economic and
military assistance, and soms progress has been made in strengthening hwoth
its economy and its defenses. But Iran borders directly on the Soviet
Union, and even though the terrain favors the defense, we could not expect
Iren to withstand alone for very long a major attack from its northern
neighbor. The defense of Iran against such an attazk couid not be separated
from the larger problem of the collective defense of the Free World.

However, while we cannot discount compietely the possibility of an
overt Soviet atiack on Iren; the more likely contingency is a covert or
ambigucus aggressior; ueing dissident elements in Irar c¢r neighboring
nations to pave the way for ultimais Ccomunist takeover. Accordingly,
our military assictsnce objective in iran it to hell that pation bulld
up its forces for internal security an? to discoursgze mincr incursioms
across itz bporders. Our ezonomic ald program is designed to contribute
to the general improvement of economic and scocial condition: which here,
as elsevhere ir the world, is the best defense sgainst the spresd of
Communism. To *this end, we are elso assisting the Irenlan armed forces
with their own large civic actloxz program.

L. South Asis

The situetior. in South Asia ic now reeching the criticesi point.
After several yearaz 2% nibhiing et the northeru bordere of India, the
Chinese Communiete lash October launched an atiack in strength and seized
large areas of Indisr terrditory. This sttack, considering its scope
and character, obviously took meny mexnthe t¢ predare and involved a

wihsEnE——
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staggering loglstics effort. It also constituted a drain on an already
greatly etrained economy. Both of these factors, plus India's determina-
tion to defend its freedom and the Western determination to help her do so,
glve us grounds for confidence that this new Chinese Commmmist bid for
expansion will aiso fail.

Although the United States has been furnishing large-scale military
assistance tc Indis’s neighbor, Pakistan, since 1954 under & mutual
defense agreement, the Govermment of India has until now not sought grant
military aid. Indias has from time-to-time bought same military equipment
from the U.5., but its major source of supply has been the United Kingdom.
last October, however, the Indian Government urgently requested aild from
us and we quickly respended. A U.S. mission headed by Assistant Secretary
of State Harriman {as wel® &¢ & U.K. mission) made a rapid on-the-spot
survey of the Indian situation and recommended that a limited mllitary
aild program be undertaken immediately. The recommendations of the
Barriman.miesion were approved in principle by the President and a three-
phase military aid program is now underwvay.

In the first phase, which is now virtually complete, we are providing
materiel such as mortars, machipe guns, ammunition, mines, communications
equipment, and airlift support urgently needed by Indian forces immediately
in the forward area. Some of this equipment was airlifted and the remainder
is being sent by sea. $60 million was allocated for Phase 1, with the
Commonwealth nations providing a like smount of aid. The Indian Govermment
has promised tc repsy the U.S. for this aid, including the cost of trans-
portation, in local currency.

The second phase of this program will concentrate on a study of Indian

- defenseas againat sir attack. The equipment, if any, to be provided in this

phase will be Jetermined after g detalled mssessment of India's requirements.
Such an assegsment is now underway.

During the finsl phase, which will begln later this year, proposals
for modernfzetion and poeeible expansion of Indien armed forces will be
considered.

The security and Iispendence of India are matters of urgent concern

‘%0 the entire Free Worlii. We have already made massive investments in

thet country‘s econcmic davelopment, both to benefit the Indians and to
demonstrate to the people of ell underdeveloped nations that there is a
straighter and smoother road to economic and social progress than Communism.
Now we must considsr what is required to help defernd the fruits of our mutual
efforts. '

Ons compliceting fachor in this situation is the deep-rooted antagonism

still existing betweer India and Pakistan. The United States has taken
great painsg to aseure the Govermment of Pakistan that our aid to Indie will

|
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not be at the expense of Pakistan's security to which we are committed
under our mutual defense agreements. It is cur belief that both India
and Pakistan must now recognize that they face a common enemy to the
north in Commmnist China, that from this recognition must come the
inpetus for resclution of their differences and that in the future
their efforts must be directed against the real threat in Asia rather
than dissipated agalnst esch other.

5. Southeast Asia

In Southeast Asia the Communists have for the present foregone
the use of open armed aggression in favor of the more covert techniques
of subversion, insurgency and guerrille warfare; in other words, what
Mr. Khrushchev calls "popular revolts”. Although the principal arena
of the struggle at the moment is South Vietnam, it could easily spread
to neighboring areas.

For example, the situation in Laos is still quite precarious. We
have withdrawn our military advisors and training missions but we have
as yet no assurance that the other side has done the same. Meanwhile,
we are doing what we can to stabilize the situation by assisting the
Govermment of Laos in meeting its financial responsibilitles. We are
under no illusions that stability has been esteblished in that country
or that the Cocmmnists have given up their aspirations for complete
political control. However, we are taking political and economic
measures and have extended certain military aseistance within the
framework of the Geneva Agreements to strengthen and maintain the non-
Communist elements in Laos and their resistance against Comumist threats
to take over. Of course, we rmust remain alert and be prepared to take
whatever measures may be necessary to safeguard the freedom of the
neighboring countries, as we did last yeasr when it appeared that the
Communists might owverrun Ieos and invade Thallsnd.

In Vietnanr we sre continuing to support the Government in its
undeclared war against the Communist guerrillas. In addition to large-
scale economic and military assistance; we are also maintaining a very
substantial training mission in that country. Including the Military
Assistance Advisory Group, there is now & total of more than 11,000
U.S. military personnel in Vietnam, providing training, alrlift, communi-
cations and advice to Vietnamese forces, and adminietering the Military
Assgistence Program.

As I have said before on severel occasions, victory over the Viet
Cong will most likely take many yesrs. BPBut now, as & result of the opera-
tions of the last year, there is & new feeling of confidence, not only
on the part of the Government of South Vietnam but also among the populace,
that victory is possible. Althoug: there hsz prcbably been some increase
in the strength of organized Viet Cong units, with greater confidence in
the Government's ability to maintain lawv and crder, support of the Viet Cong
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among the pecple appears to be declining. Viet Cong units are finding
it increasingly difficult to gain recruits in the central highlands and
to cbtain food supplies from the local population. The Government's
program of fortified or strategic hamlets has made & majJor contribution
to the Viet Cong difficulties. In general, with better communicatioms,
better tralning and better equipment for the local defense forces, as
well as for the central forces, the ability of the Goverument to cope
with the guerrilles is improving.

We are not ummindfui of the fact that the pressures on South
Vietnam may well continue through infiltration via the Laos corridor.
Nor are we upmindful of the possibility that the Commmunists, sensing
defeat in thelr covert efforts, might resort to overt sggression from
North Vietnam. Obviocusly, this latter contingency could require a
greater direct participation by the United States. The survival of an
independent government in South Vietnam is so important to the security
of all of Southeast Asia and to the Free World that we must be prepared
to take all necessary measures within our capability to prevent a
Communist victory. However, short of such an overt attack, I believe
the measures we are already taking in support of South Vietnam will
eventually achieve their objective.

In this connection, we are both teaching and learning in South
Vietnam. Personnel from all four of our Militsry Services are being
rotated to South Vietnam, both to assist in the organization and training
of the indigenous forces and to gain prectical experience in counterguerrilis
warfare. The experience that they bring back with them greatly enriches the
training of other United States military personnel and assists in the develop-
ment of new technigues and dovtrine for counterinsurgency cperations. In
this way, we heve considersbly improved the training of the counterinsur-
gency unitz of the Army and the Air Force.

Wnlle there arz no U.S. ground cambet troops in other Southeast
Asian countries at the present time, we are continuing to furnish military
assistance, inclulipg treining, to most of the free nations there. Thalland
with 1ts 1,000 mile frontier on Leos has assumed increased importance as &
foral point for U.S. security efforts in Southeast Asia. We are now engeged
in & major effort to assist the Covernment of Thailand in improving the
capability of its military force to meet Commmist infiltration and sub-
version, and in strengthening its internsl military communications and
logistic facilities. We do not expect that this military assistance will
enstle Thallani to withstend an all-out military attack by Commmnist China,
but it should help them to maintain internal security and, in the event of
e major aggression, provide at least en inttisl resistance until other
Free World forces could be deployed to the defense.

Today, all of Southeast Asia iz highly vulnerable to Cammninist
eggrassion, both cpe: and covert; this gitustlio: constitutes for the

United Stetes gnd the rest of the Free World & msjor threat for which we
must provide in the design and deplicyment of our own military forces.
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6. Far East

The principal threat in the Far East, as well &8s in South and Southeast
Asia, is Commmist China, for the Soviet Union is unlikely to initiate a
war in the Pacific alone. Although the situation in the Far East has
remained fairly stable during the last year, the threat of aggression
from Cammunist Chins has not abated. It may well be that the loglstic
effort involved in the Chinese Cammunist attack on India will detract
from thelr ability to undertake military adventures elsewhere. But
we know from experience that the pressure can be quickly shifted from
India to Southeast Asia, Korea or Formosa, or even Japan or the
Philippines, and we must continue to help gusrd all of these areas.

Our principal effort in the Far East is still in Korea where we
maintain two divisions and are helping to support 18 Korean Army
divisions and cne Marine division. Korea is still the largest recipient
of U.S. military assistance and is also the recipient of & very substantial
amount of economic aid. Although the Korean Govermment is studying the
possibility of reducing somewhat the size of its active army which inhibits
the country's economic development, there seems to be little likelihood
in the near future of bheing able to reduce rignificantly the economic and
military assistance we mst provide that country. Moreover, in the event
of a renewed Camudst attack on that country, Korea would need very sub-
stantial direct military help from the United States, and this too must
be teken into account in calculating our own military force reguirements.

We also have gpecific responsibilities to assist in the defense of
our other friends and allies in the Far BEast -- the Philippines, the
Republic of China, and Japan. By and large, our contribution to the
Joint defensive effort in the event of attack on one or more of these
countries wouid be in the form of navs! and air power which lie within
the cspability of our present and planned forces -- both active andi reserve.

All in all, the relative strength of Free World countries in the
Far East continuee to improve. Japen is growing in econcmic and military
strength. Although somewhet less drametically, the Philippines are also
progressing well. Considering the heavy burden of military requirements,
the Republic of China has msde notable advances. Nevertheless, the large
standing forces maintained by the Republic of China continue to constitute
& major drag on econamlc development.

T-  NATO

I have deliberately deferred to the last the discussion of the
RATO area. European NATC, with & population of more than a third of
a billion and a GNP of weil over $350 billion a year, is still a principal
bastion ageinst the spread of Communism. The six Common Market nations,
plus the United Kipgdom, by themselves have a %otal population, & military
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manpower pool and a GNP well in excess of that of the Soviet Union.
Moreover, the rate of economic growth of the Common Market nations campares
very favorably with that of the Soviet Union and they have been able to
provide their people with a much higher standard of living.

With the continued growth and extension of the Common Market, coupled
with an increasing degree of political integration,in time there will
inevitably develop in Europe a new power center, more nearly the equal
" of the Soviet Union and its European sateliites. With the manpower,
production capacity, and technical and scientific skills available to
them, the nations of Europe should not only be able to provide larger
contributions to their own defense but should also be in a position to
contribute more to the defense of freedom in other parts of the world.

In view of this growing strength, soame basic changes in our present
arrangements with our NATO partners would be very much in order. We
have no desire to dominate RATO. In fact, we would be very happy to
share more equitably the heavy burdens we now carry in the collective
defense of the Free World. But as long as we do carry so great a share
of the total burden, we cannot escape carrying a proportionately large
share of the responsibility for leadership and direction.

This 1s particularly true with regard to the strategic nuclear
forces, the great bulk of which is provided by the United States for the
defense of RATO. NATO is founded on the concept of collective defense.

We have a1l agreed that an attack upon one would be considered an attack
against all. Therefore, a decision to lnvoke the use of strategic nuclear
weapons with their tremendous destructive potential and speed of delivery
against another nuclear power would almost inevitably involve all the
members cf the Alliance in & global nuclear war.

Moreover, the targets against which such weapons would be used must,
as @ rractical matter, be viewed as & single system. Because of the speed
at which such an exchange would take place -- and as miesiles became the
predominant part of the strategic nuclear forces on both sides, the time
would be reduced to minutes -- decisions must be made and executed
promptly. Tergets must be sllocated to weapons in advance (of course,
with options) and in a very carefully planned manner, taking into account
the character of the targets, their urgency, importance and degree of
hardness, as well as the character of the weapons, their range, yield,
accuracy and speed.

Clearly, under these conditions, & partial and uncoordinated
response could be fatal to the interestz of all the members of RATO.
That 18 why we have consistently etressed the importance of a single,
integrated strategic nuclear force responsive to a single chain of command,
to be employed in & fully integrated menner ageinst what is truly an
indivisible target sycsten.
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The essential point here 1s not that this force must be under
exclusive U.S. control but that we must avoid the fragmentation and
compartmentalization of NATO's nuclear power, which could be dangerous
to us all. If our Eurcpean NHATO pariners wish to create a European
strategic nuclear force, we certalnly should have no objections. But
we should insist that that force be closely integrated with our own so
that it could be Jolntly targeted and directed in & coordinated fashion.

Furthermore, we are convinced that such & force could be success-
fully built only as a collective European undertaking and not on the basis
of separate national efforts. We well know the heavy costs involved in
creating and maintaining a strategic nuclear force. Our own nuclear
forces cost us about $15 billion a year,almost as much as all of our
European e&llies, togather, spend on their total defense programs. Even
assuming a continued high rate of economic growth, it would take the
combined rescurces of all of them to create a 4ruly significant nuclear
capability with which to face the Soviet threat. That is why I said
last year at Ann Arbor that weak "national” nuclear forces operating
independently would be very costly and of questionable effectiveness.

The United States does not oppose a nuclear capability for our

NATO partners. In fact, we have for many years been providing them with
tactical nuclear capable weapon systems, although the nuclear warheads
are retained, in accordance with our laws, under U.S. control. We have
provided training in the use of these weapons to & large number of allied
military persommel. We are making every possible effort to keep our HATO
partners fully informed of the problems of nuclear war and the measures
we are taking to deal with them. And last year we snnounced that we had
earmarked e fully operational POLARIS force to the RATO Command.

It wes in this same spirit of mutual confidence and support that
we recently entered into e new series of agreements on nuclear armanments
with the United Kingdom et Massau. The immediste issue between the two
governments in this area arose from our Judgment that the SKYBOLT alr-to-
ground missile should not be develcoped and procured for our own strategic
forces, for reasong vhich I will discuss later in connection with the
Strategic Retallatory Forces Program. This judgment created a major problem
for the U.K., whick had planned to buy 100 of these missiles to equip their
'\i'I.l'.L»CAg6 bonbers in order to extend the useful life of these aircraft through
the 1960's.

In 1960, the United States entered into an agreement with the U.X.
to make aveilable, under certsin conditions, SKYBOLT miesiles if we
proceeded with production. We undertock to bear the entire cost of
the SKYBOLT development. The British undertock to bear the costs of
adarting the missile o their bonbers and their warheads. The entire
agreement wa:s contingent upon the susceseful development of the missile
and its use by the United Statec. In the event that we found it undesirable
- to complete the program, the Britieh would have the right to continue further
developmernt at their own expense.
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The President, wishing to assist the U.K. in every possible way to
adjust to our cancellation of SKYBOLT, explored with the British Prime
Minister at Nassau a number of possible alternatives. As one alternative,
the President offered to continue the development of SKYBOLT as a joint
enterprise with the U.K. with each country bearing equal shares of the
future cost to complete development, after which the U.K. would be able
to place & production order to meet its requirements. This offer went
considerably beyond the original agreement, under which the U.K. would
have had to stand the fuil cost of further development, but the British
Prime Minister decided not to eccept it in the light of the uncertainties
involved in the prcject.

Another altermative suggested by the President was the use of the
HOUND DOG missile, but because of the technical difficulties involved
in adapting this missile to the British V¥ bombers, the Prime Minister
declined this suggestion also.

A third alternative considered was the sale of POLARIS missiles to
the U.K., with that country furnishing its own submarines and warheads.
This was the alternative suggested and fevored by the U.K. Both the
Prime Minister and the President recognized that such an arrangement
could not only meet the needs of the U.K. but could also open up entirely
new opportunities for enhancing the unity and cohesion of the KATO
Alliance by making possible the creation of a truly milti-lateral RATO
nuclear force. The United States will not only sell to the United Kingdom
the POLARIS missiles and associated egquipment but will also provide
technical assistance and such other support as may be later agreed upon.
The ballistic missile submarines constructed under the agreement will be
assigned as part of a RATO nuclear force and targeted in accordance with
NATO plans. The U.S., on its part, will assign at least equal forces to
the RATCG Command. And, except where supreme national interests are at
steke, these forces will be used solely for purposes of international
defense of the Western Alldiance.

Tc make a start in the developmernt of a multi-lateral NATO nuclear
force, it wne agreed thet scme part of the U.S. and U.K. nuclear forces
glready in existence coull be assigned to NATC and targeted in accordance
wlth NATC plens, inclulding allocations from U.S. strategic forces, from
the U.K. Bomber Commarnd, and from tacticel nuclear forces now held in
Europe.

The President also decided that the United States should invite
France, the only other NATO nuclear power, to participate in this multi-
lateral force on terms similar to thocse offered the United Kingdom,
aithough implementation of the agreemeut between the U.S. and the U.K.
is not contingent on French psarticipstion. It is also contemplated that
otrex NATO nations will be invited t¢ participate in such a force, although
the specific metacd of participetion has not teen decided upon.



W

Although we are still much too close to the event to view it in
historic perspective, I believe that time will show the Rassau Pact
to be a major milestone in the long march to a truly interdependent
Atlantic Alliance, the goal proclaimed by President Kennedy at
Philadelphia last July 4th. We hope that all our Eurcpean partners
will view this opportunity in the same light and join with us in
making it a reality.

But the creation of a rulti-lateral NATO nuclear force will not
lessen the need for sizesble conventicnal forces in Europe, and this
fact was clearly recognized at Nassau. The possibility that we may
have to fight non-nuclear wars in Southeast Asia, the Middle East and
other areas of the world is acceprteld, g-merally, without argument, dut
not 80 with regard to Burope. For scme unsccountable reason many people
believe thet any military action in Europe, short of a very minor probe,
would require the immediate use of nuclear weapons, and I stress the
word "immediate". Certainly, a massive attack on Western Europe would
have to be met with whatever weapons are required to counter it. That hes
always been the policy of the Western Aiilance. And, I have repeatedly
stated before this Committee that "even in limited war situations we should
not preclude the use of tactical nuclear weapons."

However, we may well be faced with situations in BEurope where it
would not be to the advantage of ourselvec or our Allies to use even
tactical nuclear weapons initially -- provided we had the capability
to deal with them through non-nuclear means. Nuclear weapons, even
in the lower kiloton ranges, are extremely destructive devices and
hardly the preferred weapons to defend such heavily populated areas as
Europe. Furthermore, while it does not necessarily follow that the use
of tactical nuclear weapons must inevitably escalste into global nuclear
war, it does present & very definite threshhold, beyond which we enter a
vest unknown.

This does not mean that the NATO forces can or should do without
tactical nuclear weapons. On the contrary, we must continue to strengthen
end modernize our tactical nuclesr cgpabilities to deal with an attack
where the opponent employs such weapons first, or any attack by conventional
forces which puts Europe in danger of being overrun. We mean to defend
Europe with every kind of weapon needed,

But we must also substantially ixzcrease our pon-nuclear capablilities
to foreclose to our opponent the freedom of action he would otherwise
have, or believe he would have, in lesser military provocations. We must
be in a position to confront him at any level ¢ provocation with an
eppropriate military response. The decision to employ tactical nuclear

‘weapons should not be forced upon us simply because we have no other way

to cope with a particular situaticr. The RETO powers have all the resources,
the talents and the skille needed t& match ovr opponent at any level of
effort in Europe. I will discuss tuis point in greater detail in context
with our plana for the General Purpose Forceg.
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The most critical problem at issue between East and West in Europe
continues toc be the fate of Berlin. Our sharp confrontation of the
Soviets in the Caribbean no doubt upset their agenda for Berlin. Their
stationing of nuclear armed ballistic missiles in Cuba was directly
related to that agenda. The psychological if not the military threat that
these missiles would have posed to our own homeland was apparently the
trump card which Mr. Khrushchev intended to play in the next round of
negotiations on the status of Berlin.

The set-back dealt Soviet plans in Cuba may have postponed an
incipient crisis in Berlin, but did not remove the latent danger in
that area. East Germany is still in dire straits, both economically
end politically. The freedom and prosperity of West Berlin still stand
in stark contrast to the oppression and misery behind the wall. Not-
withstanding the wall, the barbed wire and the bullets of the VOPO's,
East Berliners still almost daily take the desperate gamble of trying
to and sometimes succeeding in escaping to freedom. Although from
our point of view, the obvious sclution would be to improve the political,
social, and economic conditions in Eest Berlin and for that matter in
&ll of East Germany, the Communists instead still hope to solve the dilemms
by cbliterating freedom in West Berlin.

This we cannot permit. The United States, England, and France as
the occupying powers, have a legal and moral responsibility to the two
million pecple in West Berlin. We cannot abdicate that responsibility
without casting grave doubts on our determinztion and ability to defend
freedom in Eurcpe, or -=- for that matier -- anyvhere else in the world.
Thus, Berlin has become for us and our Allies the test ¢f our resolve
to forestall any further encroachment of Communism upon the Free World.

C.  STRENGTHS AND WEAKNESSES OF THE COMMUNIST BLOC

it is apparent from this brief survey of the international
situation that in the years shead the Commnists will have many cppor-
tunities to create, if they so choose, new crises in virtually every corner
of the globe. Quarrels and armed conflicts will arise both between nations
end withir. nations without eny help or imstigation from international
Comrmunism. But we can be sure that the aspirants for bloc leadership will
not hesitate to exploit these difficulties for their own ends. Indeed, the
very keznness of this competition has tended to increase their aggressive-
ness. While Communist Ching purports to favor violence and armed revolt
in extending the sway of Camunism, the Soviet Unicn prefers to achieve
the same ends by more subtle means, resorting to force and violence only
where they see opportunities for the use of force without undue risk. In
elther case, thelr efforts must be thwarted.

WS
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Although Coezmmist China is the more reckless and belligerent of the
two, the Soviet Union has by far the greater capability to cause us
injury or otherwise damage the interests of the Free World. '"There is no
gainsaying that Soviet resources, industry and technology have givem
that country the potential to challenge the primacy of U.S. military power
in the world. While the size, variety, and power of our strategic re-
taliatory forces still greatly exceed those of the Soviets, the Kremlin
leaders have at their command the resources, production capacity, and
technology to produce strong forces of their owm. We believe they will
continue to make great efforts to do so. The Soviet Uniom can also be -
expected to maintain large and well-equipped conventional forces to emsure
the internal security of the Soviet Union, to:control its Buropean
satellites, to secure 1ts Eastern frontiers and to threaten Western Burdpe.

1. The Soviet Union

In addition, we camot preclude the possibility that the Soviet
Union might seek to establish a direct military presence in cther parts
of the world, as they did in Cuba. But we belleve that they are well
awvare of the dangers inkerent in a direct confrontation between U.S. and
Soviet military power in these areas where we hold a distinct military
advantage. Accordingly, we may anticipate that the Soviet Uniom will
concentrate primarily on other means to extend its influence in these
areas, including opportunistic political swpport, economic aid and
military aseistance to nonaligned countries, and covert assistance to
dissident elemente in countries allied with the Western powers.

But the resources and capabllities of the Soviet Union are by no
meane unlimited. The stresses and strains of thelr efforts to catch
up with the United States are becoming increasingly apparent.

We can also expect that the Soviet Union will want to maintain
its great effort in space and astronmautics, both for its value as a
symbol of scientific and technologlcal excellence and for its potential
applications in peace or war. In addition, the Soviets have made great
promises to their people forecasting a Cammumist soclety of economic o
plenty. To keep this promise and to impress on the rest of the world,
perticularly the legs economically developed countries, that Communism
ie the surest road to progress, the Soviet leadership will have to pro- .
vide for the continued growth of the civilisn sector of thelr economy as
well. The rate of Soviet industrial growth, which averaged a little
more than 10 percent annually during the first half of the 1950's and
nearly 9 percent during the second half of that decade, is now down to
about T percent. While it is true that the gradual introduction of a
shorter work week contributed significantly to this slowdown during the
1950's, the more recent declipe in the growth rate must be attributed in
great measure to the increasing demands of the military and space programs
for specialized, scarce, high-grade resources -- scientists, engineers,
highly-trained technicians and high quality materials and coamputers.



. This decline in the rate of growth of Soviet industry, coupled with
increases in defense and space expenditures, has been accompanied by a
sharp drop in the rate of increase of new investment. Over-all investment
increased only about 4 percent in 1961 compared with year-to-year rises of
8 percent in 1960 and 13 percent in 1959. Almost all sectors of the
econarmy were affected but the consumer industries fared the worst,
decreasing 10 percent below 1960.

The latest avallable information indicates that Soviet military
expenditures since 1958 have increased by about one-third, from an
estimated 13.7 billion new rubles in 1958 to about 18.1 billion rubles
in 1962. It is estimated that the Soviets plan to increase their defense
expenditures in 1963 by about one billion rubles. Roughly half of this
increase is related to the production and deployment of advanced weapon
systems (exclusive of RDI&E) -- which in turn, hes required extensive
new investment in plant and equipment over the last several years. At
the same tlme, the Soviet Union has continued to maintain large military
forces. The reductions in military manpower announced in January 1960
hare apparently been ebandoned, and the total active duty strength of
Soviet military forces today, about 3.25 million, is not much less than
it was three years ago.

These additional defense costs can be supported only at the expense
of incresses in other sectores of the economy, including not only new
investmert but also what is termed in the Soviet budget "social-cultural
measures”. This 18 the category of the budget which includes fumds for
education, health and social welfare, and & large part of the Soviet
research and development program. The increase planned in this category
for 1962 was less than the average annual increase of past years.

The strain on the Soviet econcmy is also being demonstrated in other
ways. Last June, Mr. Khrushchev announced a drastic increase in the price
of meet and butter in order to bring demand for these items back into
better balance with the short supply. This action was felt so keenly by
the Soviet people that it led to riots in some cities. In October, the
Soviet Government announced the cancellation of a scheduled income tex
cut, pert of & 1950 promise to eliminate income taxes by 1965. The
Soviet pecple were told that this indefinite postponement of future
tax cuts resuliei from the need for increased defense expenditures.

These taxes op personel income bring in almost 6 bdbillion rubles a year to
the Soviet tressury, about T percent of the total revenues. In still
ancther restrictive move, the Soviet Government arnnounced the curtailment

of private construction which, particularly in the rural areas, has been

a very importsnt source of new housing. This action is & clear reflection
of the cut-back in investments in "construction and conestruction materials.”
Fipnally, the failure of Soviet agriculture to meet its production goals in
recent years has been attributed by many experts not only to the fact that
collectivized agriculture can never be as efficient as free enterprise
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farming, but also to the lack of adequate investment -- a lack illustrated,
for example, by the low use of chemical fertilizers.

It is apparent that the lower growth rates of the past two years
are related to the rising demands of their military and space programs,
These programs will continue to exert great pressure on Soviet resource
availabilities during the next few years. Conversely, the slower rates
of econcmic growth, the demands of the civilian economy, the requirements
of their foreign sid program ete., will act as restraints on further
additions to the military and space programs, particularly on large and
very costly new programs such as an effective anti-ballistic missile
defense aystem.

In other words, the Soviet leadership 1s confronted with a very
severe resources allocation problem and miust strike a balance among its
various objectives: military; space; foreign ald; civilian housing;
agriculture and improvement of the standard of living of the Soviet
pPecple; etc. The Soviets could, over the next few years, bulld a large
force of hardened second generation ICBM's; they could develop and deploy
an ICBM delivery system for the large yield nuclear warheads they have
been testing since 1961; they could expand and improve their MRBM/IRBM
gsystems; they could continue to maintain and improve their active defenses
ageinet manned bamber attack; they could maintain a large and modernly-
equipped army; they could develop and deploy same sort of a syetem of active
defense against balilstic missile attack; they could modernize and improve
thelr large fleet of subrarines including ballistic missile-firing types;
they cowld continue the space race; they could expand both military and
economic aid to the non-aligned nations; they could make the great invest-
ment needed to create an efficient agriculturel economy; they could continue
to push the development of heavy industry; or they could increase the standard
of living of the Soviet people -- but they cannot do them all at the same
time.

There is evidence that the increasing military burden on the economy
has led to debate within the Soviet leadership during the last two years.
We can expect that the pressures on the Kremlin leaders will be intensi-
fied over the nexi few years, as we continue to move forward with our own
military snd space programs and as the economic and miiitary strength of
the Free World continues to grow.

A3though we cannot predict with any degree of precision how the
Soviet leslership will solve 1its resources allocation problem, it may be
that the struin of sc many competing cleims on the Soviet economy will
tend to limit the size and help determine the character of the Soviet
military program, at least over the next few years.
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2. Coammunist China

Notwithstanding the attack on India, the economic prospects of
the Communist Chinese are extremely bleak and will, at least during the
next few years, serve to limit the size and character of their military
adventures. Mainland China is essentially an agricultural economy,
and when agriculture suffers, the entire economy suffers. The disastrous
consequences of Communist China's agricultural policies are now clear for
all to see. The masters of Peiping are having difficulty feeding their
pecple, even at a bare subsistence level, and have had to resort to very
large-scale procurements of foodstuffs from abroad. The Soviet Union
is unable -- and probably unwilling, as well -- to make up the short-
fall in China's agricultural output, thereby forcing China to use its
limited exchange reserves to buy food fram the Free World.

The calamitous collapse of Chinese agriculture has forced a sharp
curtaiiment of industrial production; first, because China's 1ndustrial
production is heavily dependent on agriculture for raw materials and,
second, because additional workers have had to be transferred from
industry to help revive the faltering farm program. Moreover, the »
failure of agriculture will retard the future growth of mainland China's
industry because traditional agricultural -exporte will not have earned
the foreign exchange to pay for the import of capitel goods and, in
fact, their foreign exchange reserves have been significantly depleted
by food purchases from abroad. This past year, Mainland China's agri-
culture appears to have picked up a bit. However, at best it will be
a limiting factor in the Chinese Commmist leaders' calculations for
sore time. China's econamic problems have been further intensified by the
wvithdraswal of Soviet ald and technical assistance, leaving many industrial
development projects incomplete, and by the sharp cut back in Chinese
Commmumist imports from the Soviet Bloc.

Communist China's econcmic difficultlies and the strain of the recent
campaigsn against India should tend to limit her ability to engage in
large-zcale aggression againcst other of her neighbors, particularly wvhere
such aggression might involve & direct confromtation with U.S. military
forces. We cannot preslude a broadening of the ettack on India. But a
large-s~ale overt attsck elsevhere in South East Asia, or against Formosa
or South Korea, is not very likely under present circumstances. However,
an intensification of lesser efforts to cause trouble for the Free World
shoulc be anticipated, particularly in terms of psychological warfare and
Politicsl intrigue. Ani we have no reason to doubt that Cammunist Chine
will con%tinue to fuel the guerrilla war in South Vietnam, at least at
the present scale, or suppor. the position of the Cammnist elements in
Iaos.

To sur up, the Soviet Urion will moet likely pursue a strategy in
which their military forces are designed to permit the Soviet Union to:
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a. Confront us with continuing political pressure, subversion, and
various forms of unconventional warfare under the umbrella of their
growing nuclear power.

b. Capltalize on their conventionel military power by the threat
of bringing it to bear in situations vhere they have local con-
ventional syperiority.

c. Deter the West from military action, particularly from the
initiation of a first strike with nuclear forces.

Communist Chira will most likely follow an independent policy
designed to expand its own influence in the Communist Carp and among
the unaligned nations, resorting to armed aggression to satisfy its
territorial ambitions where this can be done without a direct con-
frontation of U.S. military forces.

The size and character of the military effort of both countries will
be tempered by the pressures of other demands cn their available resources.
This factor should be kept in mind as we discuss the adequacy of our own

military program.
D. IMPACT OF THE DEFENSE PROGRAM ON THE ECONOMY

A progrem as large as Defense, commanding 10 percent of owr total
national output, is bound to have an important impact on the economy,
internationaliy, nationsally and locally. And, indeed, at the local level
this impact is usually intensified by the uneven geographic distribution
of defense-relnted industry and owr own military activities, by the
disproportionately large claims made by the defense program on scme
occupational categories and on certain sectors of industry, and by the
rapidly changing composition of the defense program as technological
innovations create the need for new weapons and facilities and obsolete
the old.

1. Defence Contracting

We are aware that the award of new Defense contracts and the
establishment of new Defense facilitles in a particular area can make the
difference between prosperity and depression. The law requires the
Defense Department to give certain limited preferences to chronically
depressed and surplus labor market areas and to assure an equitable
participetion by small business firms. But the law explicitly forbids
"the payment of & price differential on contracts . . . for the purpose
of relieving economic dislocations.”

And thiz is as it should be. The Defense Department's policy now,

as in the pest, ie to procure what we need when we need it at the lowest
cost to the Government, quality and delivery schedules considered. We

aainGalitetinm
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will, however, make every effort to assist small business and firms in
surplus labor market areas to participate in Defense work by keeping
them informed of opportunities for Defense contracts, by encouraging our
Prime contractors to increase sub-contracting to small business and by
helping them to understand Defense procurement policies and procedures,
and finally by using fully the "set eside" provisions of the law.

We will also continue our efforts together with other departments
and agencies of the Govermment to alleviate econamic hardships caused
by unavoidable shifts in Defense procurement and the closing of Defense
installaticns.

2. Balance of Payments

A problem which has been giving us increasing concern during
the last few years has been the unfavorable balance in our international
payments. During the 1958-1960 period, totel U.S. expenditures abroad
(i.e., imports, overseas defense expenditures, foreign investments, etc.)
exceedad total U.S. earnings (i.e., exports, income from our foreign
investments, sale of services, etc.) by an average of $3.7 billion per
year. Although the size of the deficit was reduced last year, it was
still on the order of $2.0 billiom.

Such & continuing deficit would concerr us in any event since it
is usually the symptom of a fundamental economic imbalance. But there
is a gezond reascn for our concern. For a long time, particularly since
the end of World Wer II, the dollar has been a world currency, held by
many Free World countries as backing for their own money. Their will-
ingness to hold dollar balanzes is directly related to the convertibility
of the écllar into geld upon demand. To the extent that our payments
deficit resuwlts ir & continued outflow of gold from our reserves, the
position of the dollar as a fully convertible world currency is irmperiled.

In 1950, potential claims held by foreign countries against U.S.
gold in ihe form of short term dollar balances rose abcve the $18 billion
merk, &nd for the filrst time exceeded our total gold supply. As of last
Septermher, The net defl~it between our goid stocks and pctentiel foreign
dollar c¢leime had risen to $i4.9 billion. While this does not indicate
ary imediste danger to the poeition of the dellar, continuation of a
sizesble deficit for several more years could grestly damage internatlionsal
confider~e ir our currency.

Neionwl eecurity expenditures oversess represent & significant
percentags of recent deficits in our balance of paymenis. In recent
years, net U.5. defense expenditures entering the balance of payments
have averaged $2.6 biliion per year. Through economies in ocur own
expenditures, anl by arranging with our allies for thelir purchase of
additionsl Americen equipmert and services, we reduced that figure to
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about $2.0 billion for 1962, and it is our objective to bring it below
the billion-dollar mark by 1966.

During the pest year and & half, several measures aimed at
reducing defense overseas expenditures and increasing receipts have
been instituted. The most significant of these in dollar value has
been the agreement with the Federal Republic of Germany to offset U.S.
dollar outlays by increasing its military procurement in the U.S. and
its use of American supply lines, depots, and maintenance and support
facilities. A "partial offset” agreement has been negotiated with Italy
and others are being sought with Japan and France for increased pro-
curement of U.S. military equipment and services.

Let me touch briefly wpon a few of the other actions we have
undertaken to reduce overseas defense expenditures.

1. A voluntary savings program for reduction of individual
expenditures has now been in effect for nearly two years.
Military and civilian personnel and their dependents have
been urged to reduce their perscnal expenditures overseas
and to channel their family spending and savings to U.5. .
sources. The success of this voluntary program is indicated
by & 9 percent increase in the number of overseas military
personnel purchasing savings bonds through payroll deductions
and a 31 percent decrease in parcel post shipments from
APO's -=- evidence of & reduction in purchases of forelgn-
made produrts for shipment home.

2. Procvrement of goods ebroad for use by cur military forces
overseas, is being replaced by procurement in the U.S. when
it is estimated that the cost of U.S. supplies and services
(including transportation and handling costs) will not exceed
the cost of foreign supplies and services by more than 50
percent. In calendar year 1961, using & 25 percent differen-
tial, approximately $71.4 million of procurement contracts
whichk otherwise would have been placed abroad were placed in
the U.S., and for calendar year 1962 we expect to raise this
total to upwards of $100 million.

3. Pursuant to the Foreign Assistance Act of 1961, we have
issued instructions which limit the use of military assistence
funds for offehore procurement to only certain very restricted
purposes. During fiscal year 1962, MAP/OSP expenditures were
reduced by about $30 million below the previous year's level.

L. In addition to these measures, we have undertaken a compre-

hensive review of the requirements for each of our foreign
miidtary bases and insteilaticne, and we have placed underway
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more than sixty specific projects and actions for reducing
the unfavorable impact of Defense transactions entering the
international balance of payments. During my budget review
last fall, moreover, each proposed program was Jjudged not
only from a budgetary point of view, but also in light of
its foreign exchange implications.

E. ARMS CONTROL AND DISARMAMENT

Although the balance of my statement will be concerned with
the specific measures we are proposing 1o increase our military
strength and enhance our sscurity, we should not lose sight of the
fact that the central cbjective of our national policy is, ir
President Kennedy's worde, a peaceful world community of free and
independent states, free to choose their own future and thelr own
system as long as it does not threaten the freedom of others.

As the events of last October have so forcefully demonstrated,
the expanding arsenals of nuclear weapons on both sides of the Iron
Curtein have created an extremely dangerous situation not only for
their possessors but also for the entire world. As the arms race
continues and the weapons multiply and become more swift and deadly,
the possibility of a global catastrophe, either by miscalculation or
design, becomes ever more resal.

More armaments, whether offensive or defensive, cannot solve this
dilemma. We are approaching an era when it will become increasingly
ipprobable that either side cowld destroy a sufficiently large portion
of the other's strategic nuclear force, either by swprise or ctherwise,
to preclude a devmstating retallatory blow. This may result in mutual
deterrence but it is still a grim prospect. It underscores the need for
& reneved effort to find some way, if not to eliminate these deadly
weapons completely, then at least to slow down or halt their further
accumilation, and tc creste institutional arrangements which would
reduce the need for either side to resort to their immediate use in
moments of acute internaitional tension. The United States and the
Soviet Unicn, &s the two great nuclear powers, are the nations most
directly endangered by these weapons and therefore have a great mutual
interest in seeing to it that they are never used. But until we can
find a sefe and sure rcui to disarmament, we must continue to build our
own defenses.

I would now Like to turn to the specifics of the program proposed
for the coming fiscal year snd pismned through fiscal year 1968.

IR
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II. STRATEGIC RETALIATORY FORCES

The Strategic Retaliatory Forces are designed to carry out the long-
range strategic mission amd to carry the main burden of battle in genersl
miclear war. They include the long-range bombers, the air-to-ground and
decoy missiles and refueling tankers; the land-based end submarine-based
strategic missiles; and the systems for their command and contrcel. They
do not include certain other U.S. nuclear forces capable of reaching targets
deep inside the Communist bloe - namely, the deployed tactical air units
and carrier-based attack aircraft. Although the targeting of these forces
is coordinated with that of the Strategic Retaliatory Forces, they are not
taken into account in computing ithe requirements for the latter. The reason
for this 1s that they are primarily intended for other purposes. Thus, with
respect to the strategic mission, they represent an additional or "bonus"
capebility.

A. THE REQUIREMENT

The major missjon of the Strategic Retellatory Forces 1s to deter
war by their capability to destroy the enemy's war-making potential, includ-
ing not only his nuclear strike forces and military installations, but also
his urban society, 1f necessary. Last year I described to this Committee
the steps involved in determing the numbers and types of weapon delivery
systems required to carry out this mission under varlous sets of conditions.
Briefly, they take into account the character of the target systems; the
nmumbers and ylelds of wespons required to destroy that system; the kinds
of forces best sulted to deliver these wespons, 1.e., thelr payloads,
penetration abilities, CEP's, reliability and vulnerability and cost/effect-
iveness, as well as the size and character of the enemy's strategic offensive
forces. '

Obviously, each of these factors involves variocus degrees of un-
certainty for which allowances must be made in our analyses. One of the
major uncertainties is, of course, the size and charascter of our opponent's
strategic forces and defensive systems -- now, and more importantly, in
the future. Because of the long leadtimes involved in making these weepon
systems operational, we must plan for our forces well in advance of the time
when we will need them and, indeed, we now project our programs at leact
five years ahead of the current budget year. For the same reason we must
also project our estimates of the enemy's forces at least five years into
the future, and for some purposes, even beyond. These longer range pro-
Jections of enemy capabilities are, of course, highly conjectural, particu-
larly since they deal with a period beyond the production and deployment
leadtimes of enemy weapon systems. Therefore, we are, in effect, attempting
to anticipate production and deployment decisions which our opponents,
themselves, may not yet have made. This fact should be borne in mind as
we discuss the intelligence estimates and ocur own programs based on them.
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By and large, the estimates of Soviet strategic forces projected for
mid-1967 in the latest National Intelligence Estimate (NIE) are of the
same order of magnitude as those we used last year in developing ocur five
year Strategic Retaliatory Forces Program. With regard to the ICBM's,
the latest projections of the totals are somewhat lower, nccmpared

A There is a decrease in the murber of "semi-hard" missiles, R
' and an increase in the mmber of "soft" missiles,

B The estimates for the "hard" missiles are

- instead of
aborut the same.

Agalin,

ag vas the case & year a.gc,

_ g In our a.na.'l.yses we have used the h:l.gh
end of 'the ra.nge of the latest National Intelligence Estimates as the

median case; and the estimate as the "high" case. These figures
were then extrapolated thr > mid-1968 allow for a further increase in
the mumber of fully hardened Soviet ICBM's

A significart change in the new estimates has been for Soviet missile
launching submarines. Last year it was estimated that the Soviets would
have fmissile launching submarines, with by mid-1966. It
1s now estimated that the Soviet Union could have as many as submarines
vith RN by nid-1966 and i submarines with by mid-
19€7, including both "baliistic" and "cruise" types. More t half of
these submarines are expected to be muciear-powered but the ballistic

missiles are expected to be of considerably shorter range than even our
A-1 POLARIS missilecs.

The estimate for Soviet IREBM's has &lso been increased for mid-1967
from sbout nto between [|INEEEEENEN 1 the latest NIE, end some of these

micsiles are apparently being instelled in hardened sites. We have used
the sams estimates for mid-19€8.

The estimates for Soviet medlium and heavy bambers apd tankers for
mia-312€7 sre n3t mich differex tharn they were last year. We have pro-
Jected sboot the seme mmber for mic-19€35.

With rega:" to> the defensive force:z, we estimate thet the Soviet
Untor wili contirue to deploy i large oumbers its second generation
surface~-to-air missile which s simiiar to the U.S. NIKE-HERCULES. We
ectimate thet the Soviet Union will have also deployed a HAWK-type system
by “he 196£-19€8 period.

"ne Soviet Union 1s also known to be working on an active defense

against ballistic missiles. There are epparently two separate systems,
one deszigned primarily sgairet shorter range balllstie misslies - under

1,000 nautical miles - amd the other against all types of strateglc
viditstic ntssite:. R



B. PRESENT U.S. STRATEGIC RETALIATORY CAPABILITIES

Last year I told this Committee "there is no question but that, todey,
our Strategic Retaliatory Forces are fully capable of destroying the Soviet
target system, even after absorbing an initial surprise attack.”" This
statement is still true. We have a total of about 650 manned bambers on
15-mimute ground alert and over 200 operational ATLAS, TITAN, and MINUTEMAN
missiles on la.unchers and about l)-i-ll- POLARIS missiles in su'bma.rines. o

And thiscapa L3 ity is ra.pidly expand ing as additional !{ENUI'EMAN a.nd POLARIS
enter our operational inventory.

Allowing for losses from an initial enemy attack and attrition enraite
to target, we calculate that our forces today could still destroy the Soviet
Union without any help from the deployed tactical air units or carrier task
forces or THOR or JUPITER IRBM's,

C. FUTURE STRATEGIC RETALIATORY FORCES

In my statement a year ago, I pointed ocut that "as the Soviet Union
hardens and disperses its ICBM force and acquires a significant nmumber of
missile launching submarines (as we must assume that they will do in the
period under discussion) our problem will be further complicated." There
is increasing evidence that this 18 the course the Soviet Union is follow-
ing. Thus, 1t is even more important today than it was last year that we
concentrate ocur efforts on the kind of strategic offensive forces which
will be able to ride out an all-out attack by muclear-armed ICEM's or sub-
marine-launched missiles in sufficient strength to strilke back decisively.

A very large increase in the number of fully herd Soviet ICBM's and
nuclear-powered ballistic missile-launching submarines would conslderably
detract from our a.bilit to destroy completely the Soviet s‘tra.tegic nuclea.r
forces . o g T e ; s ] :

We do not anticipate that either the United States or the Soviet Union will
acquire that capabillity 4in the foreseeable future. Morecover, to minimize
damage to the United States, such a force would also have to be accompanied
by an extensive missile defense system and a muich more eleborate civil
defense program than has thus far been contemplated. Even then we could not




preclude ¢asualties counted in the tens of millions,

The most likely possibility is that we would have to strike back after
absorbing the first blow. This means we have to build and maintain a second
strike force. Buch a force should heve sufficient flexibility to permit a
choice of strategies, particularly an ability to: (1) Strike back decisively
at the entire Soviet target system simuitaneocusly or (2) Strike back first
at the Soviet bamber bases, missiie sites and cother military installations
assoclated with their long-range muclear forces to reduce the power of any
follow-on attack -- and then if necessary;, strike back at the Soviet wrban
and industrial complex in a controlled ard deliberate way.

Row the foregoing is not to say that we can forecast the nature of a
mclear attack upon the United States. In talking about global nuclear
var, the Soviet leaders always say that they would strike at the entire
camplex of our military power including govermment and production centers,
meaning our cities. If they were to do s0; we would, of course, have no
alternative but to retaliate in kind. But we have no way of knowing whether
they would actually do so. Tt would certainly be In thelr interest as well
as ours to try to limft the terrible consequences of a muclear exchange.

By bullding into our forces a flexlble capability, we at least eliminate
the prospect that we could strike back in only one way, namely, against the
entire Soviet target system including their cities. Such a prospect would
give the Soviet Union no incentive to withhold attack against our cities in
a first strike. We want to give them a beiter alterpative. Whether they
would accept it ir the criszis of a glchal nuclear war, no one can say.
Considering what is at stake; we believe it is worth the additional effort
on our part to have this option.

In planring our sezond strike force, we have provided, throaghout
the period under consideration; a capability to destroy virtuaily al1 of
the "soft" and "semi-hard" military targets in the Soviet Union and a large
rmurber =f their fully hardened missile sites; with an additional czapability
in the form of = protected forze to be employed or held in reserve for use
againzt urban and Iirndustrial aress.

We have not found it feasidbie, at this time, to provide a sapskiiity
for enstring the destruztion of ary very large portion of the f51y herd
ICEBM szite: or mlizile laurshing submarines. Fally bard ICBM &fter cax be
destrayed btut oonly at great cost in term: of the numbers of offersive
weapon: required to dig them oit. Furtnermore, in a secord strike situa-
tion we waiid be attacking, for the most part, empty sites from whick the
missiies bad eiready been fired.

The value of trying to provide a capability to destroy a very high
proportior of Soviet hard ICBM sites becoames even more questiopable In
view of the expected insrease in the Scviet missile launching submarire
force. Our abiiity to destroy these submarines before they fire their
rissiles will be limited once the Soviet Ynion places any large rumbher of



then on stetion. Neither do we have any significant ability to intercept
the missiles once they have been launched from a submarine. And, I might
point out, neither does the Soviet Union.

Although we are investing very large sums in research and development
in the ASW and snti-ballistic missile areas, it is not very likely that
our efforts will produce enough of an increase in our capabilities during
the period under consideration to change the prospects significantly.

With these objectives and limitations in mind, I would like to
discuss the strategic retaliatary forces proposed through fiscal year 1968.

l. The Future of Manned Strategic Aircraft

I kmow that this committee is concerned over the questiom of the
future of manned strategic aircraft. As I promised last year, we have
made a moat detailed and exhaustive review of the entire problem of the
future role of these systems. I would like to review some of the recemt
history of this issue and to report to0 you on our findings at this time.

a. B=52 Procurement

The first bomber procurement issue I faced wvas the question of
whether or not to procure anrother wing of B-527s in 1961. At that time,
we had a force of same 1,500 intercomtinental bombers, soft based and
concentrated on about 60 bases. We had very few ICEM's, and those that
we did have were also soft and concentrated. By mid-1961, ss you will
recall, we had 5 POLARIS sulmarines operatiopal; a very small farce.

The most urgent problem at that time, and the problem was wrgent, was to
acquire rapidly a large force of protected nuclear firepower that could
not be knocked out in & surprise missile attack.

The 60 bomber bases, and two-thirds of the bambers on them, could
have been knocked out by a small force of perhaps as few as 180 ballistie
missiles. MINUTEMAN, on the other hand, is hard and dispersed. An
attacker would have to use several of his missiles in order to kmock out
one MINUTEMAN, with reasonably high confidence. And POLARIS missiles in
submarines at sea cannot be targeted by ballistic missiles at all.
Therefore, we decided to concentrste our procurement dollars om the
accelerated production of MIRUTEMAN and POLARIS. This decision did not
mean that we did not want to have any manned bambers. We already had
many bambers and very few ballistic missiles. Out intent was to achieve
& balanced mixed force of bombers and missiles. To do that we had to duy
missiles,
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bt m RS-TO

The next isgue I had to face was the development of the B-TO,
or tbhe RS-70 as it was later called. The issue here was not the
future of manned strategic aircraft in general. Rather, it was whether
this particular aircraft, in either of its configuraticms, could add
encugh to our already programmed capabilities to make it worth its
very high cost.

Many of the arguments that have been advanced in support of the
RS-T0 actually support the case for post attack reconnaissance in
combination with an improved ICBM force. We believe .that there are
more promising ways of performing this mission than tThe RS-TO, when
both cost and effectiveness are conslidered. Other than this, the RS-TO
1s said to have two distinct capsbilities: (1) trans-attack reconnais-
gance; that is, reconnaissance during our missile attack, and (2) the
ability to examine targets and attack them on the spot with strike
missiles, if required. Quite epart from the technical feasibility of
developing, producing and deploying such & system within the time frame
proposed by the Air Force (which we do not think possible), there are
better ways, vwhen one considers both cost and effectiveness, to obtain

both of these capabilities.
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The principal sdvantage of baving a recomnaissance and a "ptriks"
capability in arn aircraft is one of timeliness. That is, it may dbe possible
to process and interpret enough of the "recon” data rapidly enough so that
effective strikes can be made immediately with alr-to-surface missiles,

To do this the target still must be within range of these missiles when
the data has been interpreted to the extent that a "strike" can be ordered.
If this can be done "effectively" there is the advantege of being able to
deal with the target quickly. That is, the target can be attacked within
a few minutes after being recomnoitered ccmpared to times approaching an
hour {or more) if "strike" 1s 1o be accomplished by some other weapon
system. Quick attack is not always important. But to the extent that it
can be accomplished, and it is important, baving a "strike" capability in
the aircraft is an advantage. What do we buy if the "strike” missile is
in the aircraft? -

A tactic of post-attack reconmaissance ard subsequent strike --
subsequent "strike” by either air-to-surface missiles or ICEM's -~ has

the following possible gpplications:

(1) Initial attack of fixed targets whose location is not known
precisely.

(2) "Mop-up" operstions against fixed targets of kmown location
that have been programeed for initial attack by dallistic
missiles. (What is not known here, for certain, is whether
or not the target has been éestroyed.)

You will note that initial attack of targets whose precise location
is known and attack of mobile targets were not included in the above list.
Initisl sttack of targets of known location can be accomplished effectively
with ICEM's. These targets could also be attacked, Initially, by air-
to-surfece misgiles from an RS-T0. But ICEM's have the important advantages
of shorter time-to-target, lower cost, and high survival potential. The
particular advantage of the RS-TO against these targets wauld be its
ability to "mop-up" after an initial missile attack. Attack of mobile
targets simply cannot be accomplished with an ES-TO and, in fact, the
Air Porce does not propose such a role for the BS-T0.

o
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How nuch do we really gain by being able to attack the above two
types of targets with air-to-surface missiles as distinct from attack-
ing them with ICEM's?

(1} 1Initial attack of i‘imd 'bargets whose location is not

Genera.lly if & ‘oa.rget can be identified as being some-
where in e emall area, its exmct location can eventually
be established. Moreover, these targets can be attacked
by ICEM's after post-sattack reconnaissance.

(2) "Mop-up" operations egainst fixed targets 'tha.'t have
been attacked previously by ICEM's

probability as to whether the target bas been' destroyed
by the initial missile attack can 'be infen-ed vith some




In pummary, it is clear that we shouwld have the capability to do
post-attack reconnaissence, but we will have other means to 4o that.
The issue is vwhether we need an aircraft which includes a capability
for "strike" (air-to-surface) missiles, realizing that we can also lay
on further ICBM attacks if dictated by results of recomnaissance., 8o it
is not a question of whether or not the attack will be accomplished.

As 1 have indicated before, I am sure that the cost to complete the
RS-TO program would be at least $10 billion in addition to the $1.35
billion already approved. It might be comsiderably more. Yet omly &
very small increase in over-all effectiveness is achieved by having a
"strike" capability in an aircraft. In my judgment, this increase is
not worth the large additiomal outlay of funds required to accomplish it.

Accordingly, we propose to complete the presently approved $1.3
billion B-TO development program of three aircraft and, in additionm,
continue the development of selected sensor components using, in the
current fiscal year, $50 mi11ion of the extra $192 million provided
by the Congress last year for the RS-70 program. Of the balance, $51
million is to be applied to fiscal year 1964 and the remaining $61
million is to be held in reserve for the B-TO. The Ailr Force has not yet
campleted its analysis of the effect on develorment costs of the 3-momth
delay already encountered in the flight testing of the first B-TO.

¢. BEYBOLT

The final issue 1o do with the future of manned toxbers is the
cancellation of SKYBOLT. There are two possible reasons why the can-
cellation of this ballistic missile progrem might raise an issue about
the future of the manned bomber. :

The first possible reason 1s that SKYBOLT apparently provided a job
for the B-52 to do. That is, even if the B-52 were to have trouble pene-
trating enemy defenses, it could stand off and fire SKYBOLT missiles.
This would be a sort of "POLARIS-of-the-Air." Viewed in this way, it vas
clear that SKYBOLT could not make a worthwhile contribution to our
strategic force mix. It would combine the disadvantages of the bamber
with those of the missile. That is, it would bhave the bomber's dis-
advantages of being soft and concentrated and relatively wulnerable on
the ground and the bomber's slow time to target. But it would not bave
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the bomber's advantageous payload and accurscy, nor would it have the
advantages associated with & manned system. It would have the lower
payload and poorer accuracy of the missile -- indeed, it would have had the
lowest accuracy, reliability and yield of any of our strategic miesiles --
without the relative invulnerability and low time to target of a MINUTEMAN
or a POLARIS.

These characteristics meke SKYBOLT unsuited to either category of
primary strategic targets. On the one hand, SKYBOLT is not & good weapon
syetem for targeting against Soviet strategic alrbases, missile sites and
other high priority military targets because it would take hours to reach
its targei. Why use a SKYBOLT to0 hit & Soviet bomber base eight hours
after we huve decided to go to war when we can do it more relisbly in 30
minutes with a MINUTEMAN? On the other hand, SKYBOLT is not a good weapon
for attacking clties. ILeaving aside its relative vulnerability to
anti-ballistic missile defenses, it has the important disedvantage that
it must be committed to its target, if at all, early in the war because it
would be vulnerable on the ground. Common sense requires that we not let
ourselves be inflexibly "locked-in" on such a matter. And "being locked-in"
is unnecessary when we have systems like POLARIS that can be withheld for
days, if desired, and used at times and against targets chosen by the
President.

It ig, therefore, not at all surprising that the Ailr Force does not
attempt to Justify SKYBOLT as a weapon for attacking primary targets.

What is the value of SKYBOLT then? The only remaining important
target category is defense suppression, that is, the destruction of the
enemy's defenses in order to permit the bombers to penetrate. But
SKYBOLT does not have a unique capability here. There are several other
missiles that also can be used to attack defenses: MINUTEMAN and HOUND
DOG in particular. SKYBOLT only offered e special advantage in this
role as long as it was expected to be significantly cheaper than
alternative systems. Unfortunately, this advantage has disappeared.

The cost history of SKYBOLT is one of unusually bad management.
Although originally estimated to be less, the Air Force estimated early
in 1960 that SKYBOLT would cost $214 million to develop and $679 million
to procure. By eariy 1961, the estimated development cost had increased
to $391 miliion. By December 1961, the estimated development costs hed
risen to $492.6 million and the procurement costs to $1,424 million.

In its July 1962 program submission, the Air Force increased the
estimated procurement cost to $1,771 million. This would mean a total
cost to develop end procure, exclusive of warheads, of $2,263.6 million.
This is the latest Air Force estimate.

In fact, there are compelling reasons for believing that these
estimates are still very unrealistic, and that the actual costs would
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be much higher. For example, the SKYBOLT development program was fer
behind schedule on the program that was supposed to be completed for
$492.6 miliion. According to that program, there were supposed to be

28 test flights by the end of 1962. In fact, there were six. Moreover,
the amount of flight time allowed in that program was less than helf the
amount that was actually required for HOUND DOG. Yet HOUND DOG wes a
much less complex development.

Just how much more would have been required to complete SKYBOLT
is uncertain. I am sure that to complete the development and engineering
test program would ultimately have to cost at leasst $600 million. It
might have been substantially greater. As for procurement, it is difficult
to see how the costs could be less than $2 billion. Thus, the SKYBOLT was
very likely to become nearly e $3 billion program, not counting the $600
million extra cost for warheads. And at that, we had no assurance that it
would end in a reliable and accurate missile.

In effect, this meant that SKYBOLT had lost its cost adventage. The
Air Force plan called for a force of 1,012 missiles, of which 704 would
have been mounted on alert bombers. Therefore, the ceost per alert missile ==
and that is the most realistic way to count it -- would approximate $4
million per missile, and would be very close to the incremental initial
investment cost for extre MINUTEMAN missiles complete with blast resistant
silos. 1In view of the greater flexibility, i.e., effectiveness against
ell kinds of targets, relisbility, accuracy, and much lower vulnerability
and time to target, it clearly makes sense t0 meet our extra missile
requirements by buying MINUTEMAN rather than SKYBOLT.

We propose, then, that to the extent ballistic missiles are
required for defense suppression, they be MINUTEMAN.

One final question remains. Is the missile program I am recommending
edequate to do the job of defense suppression? I can assure you that it is.




Finally, it should be emphasized that we are doing many other things
also to help our bombers to penetrate enemy defenses. We have equipped
the B-52's with jamming equipment and with air-launched QUAIL decoy missiless
t0 confuse the defenses. Moreover, we are alsc overhauling all of the B-S52F
and G models, and most of the H models to strengthen their wings for low
altitude flying. FNearly $315 million for a wide range of measures to
enhance the over-all effectiveness of the B-52 fleet was included in the
1963 budget, and about $210 million 1s included in the 1964 dudget request.

Lest there be any impression to the contrary, the cancellstion of
SKYBOIZ has had no effect whatsoever on our plans for retention of the
B-52 fleet. However, it will result in a net saving, after providing for
the 100 extra MINUTEMAK, of about $2 billion.

2. Bomber Forces

As you can see from Table 2, we plan to continue a mixed force of
missiles and manned bombers throughout the entire planning period --
1964-1968. Although most of the aiming points in the Soviet target system
can be best attacked by missiles, the long-range bombers will still be
useful in follow-up attack, particularly on certain bhardened targets.

Accordingly we plan to maintain at least through fiscal year 1968
all 14 of the B-52 wings comprising 630 operational aircraft. Advance
attrition aircraft bhave been procured with prior year funds to support
this force. The B-47 subsonic medium bombers will be completely phased out
of the forces by the epd of fiscal year 1966 on the same schedule I
presented last year. We still have about TOO B-4T7's in the force. Some
of these aircraft could be continued in operation for a longer period
of time than now planned if the need should arise over the next year or
two. The B-58 supersonic medium bombers, of which two wings totaling 80
operational aircraft are now in the ferce, will also be retained at least
through our five-year planning period. Attrition rates on this aircraft
have been higher than we had estimated earlier and there will, therefore,
be some decline in the operational inventory. Thus, by the end of fiscal
year 1968 we now plan to have T2 B-58's in the force.

In sunmz'y; by the end of fiscal year 1968 we would still have a total
of about TOO operational bombers in the force.

Since July 1961 we have maintained approximately 50 percent of the

manned bomber force on a 15-minute ground alert. Because this measure

is essentinl to the surviwval of the force in & ballistic mlesile attack, we

plan to continue it throughout the program period. But I should caution
that a 15-minute ground alert may not be sufficient to safeguard the
bomber force -- particularly during the later pert of this decade. By that

o
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The increesing missile threat underscores both the importance of
meintaining our on-the-shelf airborne alert capability and the value of the
special provisions contained in Section 512b of the Fiscal Year 1963 Defense
Appropriation Act. This is the section which authorizes the Secretary of
Defense, upon determination by the President that such action is necessary,
to provide for the cost of an airborne alert as an excepted expense. This
provision should be retained in the law.

Although we are planning to continue the present limited airborne alert
program of 12 training sorties per dsy (plus maintaining an on-the-shelf
cepability to fly one-eighth of the force for one year), we must always be
ready to increase promptly the scale of this operation. Indeed, during the
early phases of the Cuban crisis last year, we did just that. We may be
able to finance the additional cost of that action from cur current year's
appropriations, in which case we may not have to resort to Section 512b
this year; provided, of course, tbat no new crisis again forces us to
expand our airborne alert operations.

3- ICBM and POLARIS Forces

By and large, the strategic missile forces we are proposing for the
fiscal year 1964-1968 period are in line with those presented last year, with

two major exceptions which I will discuss.

a. ATLAS

There has been no change in the ATLAS program during the last year and
all 13 ATIAS squadrons, aggregating 126 operational missiles on launchers, .
are now in place. No change has been made in the decision to start phasing
out some of the "soft” ATLAS beginning in fiscal year 1966. We plan to
phase out an additional 12 of these missiles in fiscal year 1968, reducing

the forces from 126 at end 1965 to 99 at end 1968. Again, we will for some
time retain the option to phase them out either more slowly or more quickly

as future circumstances may warrant.

b. TITAN

The TITAN force shown in Table 2 is essentially the same as that
presented to the Committee last year. All six squadrons of TITAN I,
aggregating 54 missiles, are now in place. There bas, however, been some
slippage in TITAN II and by the end of the current fiscal year we now
estimate we will have T7, excluding the training and test launchers.

R
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We expect all 12 squadrons of TITAN, aggregating 108 missiles on launchers,
to be in place by the end of the current calendar year, and we plan to
continue this force throughout the programmed period.

c. MINUTEMAN

A total of 800 MINUTEMAN missiles have been programmed through fiscal
yeer 1963. These should all be in place by the end of fiscal year 1965. The
program is on schedule. The first 30 operational missiles are already in
place, and the first 3 squadrons totaling 150 missiles should be operaticnal
by the end of the current fiscel year. However, the Air Force informed me
very lete in our review of the 1964 budget that & cost increase of as much as
$400 million on the first 800 MINUTEMAN missiles may develop. We have not es
yet had sufficient time to examine the reassons for this possible increase,
or the alternatives open to us in dealing with it, I hav: asked the Air
Force to make a detailed study of this problem and when the results are
available I will inform the Committee.

last year I indicated that we were contemplating a MINUTEMAN force of
about 1,200 missiles to be in place by the end of fiscal year 1963. This
force has now been increased to 1,300 by the same date, in order to offset
the cancellation of the SKYBOLT. But more important is a tentative decision
to introduce a new improved MINUTEMAN beginning with the 1964 program. These
are shown on a separate line in Table 2. The first 150 improved MINUTEMAN
missiles could be in place by the end of fiscal year 1966, with the force
building up to 500 operationsl missiles by end 1968.

It 15 estimated that the improved MINUTEMAN could have approximately
twice the yield and one-half the CEP of the earlier model, plus provisions
for multiple tergeting, and remote launching and trajectory prediction systems.
The increase in the yield and accuracy could enhance the effectiveness of
the MINUTEMAN against Soviet hard missile sites. With information from the
trajectory prediction systems, additional missiles could be directed against
those targets which had escaped destruction in the first salvo. The
capability to launch missiles from remote locations such as an airborme
command post would help ensure that the use of our otherwise undamaged
missiles Held in reserve would not be lost to us because of the destruction
of their ground control centers or their communications. '

We have included $190 million of RDT&E funds in the 1964 budget for
the development of the improved MINUTEMAN missiles.

d. POLARIS

The POLARIS program shown in Table 2 is sbout the same as that
presented to the Committee last year. Thirty-five POLARIS submarines
wvere fully funded through fiscal year 1963 and the long lead-time equipment
for six additional ships was provided for. The last six of the planned fleet
of 4l submarines are fully funded with the provision of $695 million in the

fiscal year 196k budget.
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Nine POLARIS submarines carrying lil missiles are now deploved at sea.
Nine more submarines with 14 missiles will became deployeble during fiscal
year 196L and the entire force totaling L1 submarines and 656 missiles will
be deployable by the end of fiscal year 1967.

The first 5 POIARIS submarines are equipped with the 1,200 nautical
mile A-1 missile. We had also planned to equip the gixth submarine with
the A-1 missile but we have since found it possible to equip it with the A-2
migsile which has an effective range of 1,500 nautical miles. Similarly,
the 19th was t0 be equipped with the A-2 missile but we now plan to
outfit it with the 2,500 nautical mile A-3. Thus, the 6th through the 18th
submarine will be equipped with the A-2 missile and the 19th through the klst
wvill be equipped with the A-3. As previously planned, &1l of the earlier
submarines will eventually be equipped with the A-3 missile, although the
missile tubes of the first 5 will have to be replaced to accommodate the
larger missile. 'This work is scheduled tc start at ebout the end of fiscal
year 196L.

The presently planned POLARIS force will require & supporting fleet
of six tenders, six resupply ships, end a number of floating drydocks and
other support ships. A total force of six tenders has been programmed in
in order to ensure thet at least five of the six will be available for
continuous deployment t¢ support the filve squadrons into which the POLARIS
force will be organized. Four tenders and three supply ships were funded
through fiscal year 1963. The 196l program contains $69.6 million for the
fifth tender and $8.5 million for the conversion of another resupply ship.
The balance of the requirement will be brought into the force in phase with
the deployment of the submarines. This program, except for the one change -~
the addition of the tender -- is the same as presented last year.

A year ago, funds were requested to begin construction of the West
Coast POLARIS logistics support and training complex to permit deployment
in the Pacific in fiscel year 1965. The complex includes a missile
facility at Bangor, Washington, & training facility at Pearl Herbor, an
overhaul facility &t Puget Sound and a POLARIS tender anchorsge at Guam.

e. Penetration Aids e s e st Reve

It was apparent to us two years ego that the Soviet Union would
make a great effort to develop an anti-ballistic missile defense-systen.
Accordingly, we more than doubled the amount included in the 1962 budget,
from the original $15 million to an amended amount of $35 millicn, for the
developnent of devices and techniques to ensure that our strategic misslles
would continue to be able t0 p:2netrate any defense our opponent was
likely tc develop and deploy during the next five or six years. Last year
we Purther increased the 1962 budget for this purpose and requested almost
a quarter of a billion dollars for fiscal year 1963. This year we are
requesting over $300 million in our fiscal year 1964 budget, to continue
wvork on penetration aids and new re-entry systems.
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While we are still not sure whether the Soviet Union will decide to
make the tremendous investment required for an enti-ballistic missile
defense system, even if limited to their pripcipal cities, we believe that
they have the technical knowledge and production "know-how" needed to produce
and deploy a system of the NIKE-ZEUS type by sbout 1965-1966. It is,
therefore, of extreme importance that our strategic missiles, and particularly
those to be targeted against cities, be equipped with penetration alds by that
time period.

A great deel of progress has heen made during the last two years in the
study of this problem, but much more remains tc be learned about the physical
effects which accompany the re-entry of ballistic missile warheads into the
atmosphere and the variocus methods which might be used to simulate these

. effects. There are a large number of different techniques which might be
used as D netration aids -- i o _ i

As we learn more about anti-ballistic missile defense and re-entry
Phenomena, further improvements may be expected in our penetration aids.
But this is a costly research program requiring much sophisticated
instrumentation at the test ranges. Accordingly, we have made every effort
to teke maximum edvantage of the related work being done in connection with
our own anti-ballistic missile defense R&D efforts, particularly the
NIKE-ZEUS and DEFENRDER proJjects. (bviously, the problems of the offense
are the converse of those of the defense and the information obtained
from our penetration aids research has greatly influenced our thinking
on the anti-ballistic missile defense problem which I will discuss in the
next section of my statement.

A,

L, Other Strategic Retaliatory Force Programs

Shown in the next to the last block of Table 2 are & number of other
systems supporting the Strategic Retaliatory Forces, :

a. QUAIL

This program is the same as presented last year. Fourteen B-5Z sgquadrons
are now equipped with 28 QUAIL decoy missiles each.

h“
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b. Tankers

Last year the figures presented for the KC-135 tankers included &
number of aircraft for the National Emergency Airborne Command Post (NEACP)
and the Post Attack Command and Control System (PACCS). This year we have
excluded these aircraft from the tanker category, with the cost of the
NEACP aircraft transferred to the General Support Program and the PACCS
carried in the Command and Control element of this program.

We have programmed for the 1665-68 period a force of 620 KC-135's
to support the B-52's and the B-58's, and when required, the fighter aircraft
of the Tactical Air Command. Together with command support, attrition
requirements, etc., we will need to buy a total of T32 KC-135 tankers. We

heve already funded 719 through fiscal year 1963 and the balance of 13
aircraft (at $33 million) is included in the fiscal year 1964 budget request.

The KC-97's will be phased out by fiscal year 1966 as previously
planned.

c.

Strategic Reconnaissance Aircraft

d. REGULUS

We now have five operational REGULUS submarines with a total of 17
missiles aboard and, as I pointed out last year, we plan to start phasing
then out of the force during fiscal year 1965. By that time, the
contribution that these few REGULUS missiles will be able to make to our
rapidly growing total strategic retaliatory cepability will be quite
marginal, especially when welghed against either the cost of continued
operaticn of the submarines in this role or their use for other purposes.

D. COMMAND AND CONTROL

Achievement of our over-all national objectives requires that our

Strategic Reteliatory Forces be kept continuously under the control of the
constituted authorities, from the President on down to the commanders of
the forces - be=fore, during and after a nuclear attack. We now have a



World-Wids Military Command and Control System (WWMCCS) in being or in
the process of implementation, both on the nationsl level and within our
military forces. The National Military Command System, which is part of
the world-wide system, provides intelligence and cammnications for the
high level command as well as & mmber of alternative locations for the
President or others in the national chain of cammand, including widely
separated and protected land sites, dispersed command ships, and air-
craft that can remain airborne for extended periods of time. Other
portions of the world-wide system are included in "General Support" which
I shall cover later in my statement. At this point I would like to
discuss the command and comtrol system of the Strategic Air Command which
is included in the Strategic Retaliatory Forces program.

The Strategic Air Command and Comtrol System which I described
last year, together with certain basic improvements which are planned,
should be adequate for the Coomand and Control mission in peacetime and in
the pre-strike phase of a muclear war. The improved pre-strike system is
expected to achieve an cperational capability by September of this year
and to be fully operational by the begimning of calendar year 1965. The
total augmentation cost of SACCS is estimated at about $350 million. About
$295 million has been funded in the 1963 and prior year programs and sbout
$40 million 1e included in the 1964 budget. Some additional funds will be
required in the fiscal year 1965 budget. Its anrmual operating cost. is
estimated at about $50 million.

But because this system is only partially hardened and thus vulner-
able to enemy ICBM's, we cannot count on it functioning after an initial
nuclear attack. Therefore, alternative systems must be provided for the

post-attack phase.

Last year we began the development and procurement of the airborne
element of the Post Attack Commend and Comtrol System (PACCS). This air-
borne element consists of 17 specielly equipped KC-135 cammand post eir-
craft, and 36 B-47's equipped as communications relay aircraft. Twelve of
the command post aircraft, one of which is contimuously airborne, and all
of the commnications relay aircraft are already in operation. A1l 17
command post aircraft will be in operation by the end of the current fiscal
year. These aircraft will be replaced with KC-135 aircraft ordered with
fiscal year 1962 and 1963 funds. The total investment cost of the airborne
system is estimated at about $300 million, plus about $60 million for
research and development. Its ennual operating cost is estimated at $30
million.

I informed the Committee last year that we were studying the con-
struction of & deep underground support center. The airborne coomand
post and relay ajrcraft should be able to survive the initial attack and
their ability to comminicate with all elements of the strategic forces
is good. However, they have limited unrefueled endurance and it
is possible that tankers may not be avallable to keep them airborne.
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Moreover, there are limits to the number of personnel which could be carried
and the amount of detailed re-plaumning that could be mccomplished in an
airplane. red

The deep underground support center, on the other hand, would have
long endurance in s post-attack environment and would have adequate '
space for the necessary personnel, communications, computer equipment, etec.
It is not & substitute for the airborne element, however, [N

We are proposing, therefore, to initiate the constructicn of a deep
unde. zround support center in fiscal year 1964. This facility would become
operationa. during the 1967-69 period, with an interim capability by 1965.
Its total cost ies now estimated at $155 million, of which $31 million is
included in the 196L budget to complete the first phase. In addition, about
$3 million of 1963 funds is being re-programmed to begin development of the
necessary electronics and communications equipment.

E. NEW STRATEGIC MISSIIE SYSTEMS

In addition to the improved MINUTEMAN which I described earlier, we
&lso have in the R&D progrem a number of other strategic missile projects --
for example, studier and exploratory development of an advanced ICBM which
was initiated this year and of advanced sea-based deterrent systems on
which we have been working since fiscal year 196l. We are also studying
the possibility of an improved version of the A-3 POLARIS and are doing
a greet deal of work on improved propulsion, structures, guldance, etc.,
for iand-based missiles, all of which will contribute to the irprovement of
existing missiles or new advenced missiles. Funds are also included in the
R&D programs for exploratory work on low altitude penetration vehicle
systems, as contrasted to missile systems whose wehicles follow a ballistic
path. Also, the Mobile Medium Range Ballistic Missile system (MMREM) is
being developed for possible application in Europe or elsewhere in the
world within reach of Communist Bloc tergets. -

Togather, all of these prolects, which I shall discuss in greater
deteii later, provide for the development of a broad base of technology
for future strategic retaliatory weapons systems. Ohe Or more may
actually reach the production and deployment stage hefore the end of the
yrogrammed period, fiscal year 1968, but until a decision is made to
produce and deploy these systems, they are shown only in the R&D progranm.
T™is classification of development projects should be kept in mind in
connection with the militery forces and programs shown for the years
furthest in the future since it contributes to a downward bies in the
figures shown for that period.




F. ADEQUACY OF THE PROPOSED FORCES

The Stretegic Retaliatory Forces programmed through 1968 are, in
our Jjudgment, fully adequate to accomplish the obJectives uhich I
discussed earlier.;.f;‘ R . ' A . =

and dispersed ICEM's and submarine-based POLARIS missiles,
all with a very high probability of survival under nuclear attack.
The offensive power of these weapoms will be further emhanced by the
addition of penetration aids and the availability of larger yield
warhzads. Further increases in the large forces already programmed
would provide only marginal increases in capabilities in relation to
their additional cost.

' Obviously, these judgments are based on owr present estimates of
the probable make-up of Soviet forces during the program period. For
the more distant years, these estimates are, of course, quite tentative
since they rest on certain assumptions regarding decisions which the
Soviet leadership has not yet had to make. Nevertheless, our presently
planned program retains for us pufficient flexibility to meke changes
in time to meet any Soviet progrem shift. We have ample manufecturing
capacity for POLARIS and MINUTEMAN, both of which will be in production
for some years to come. If more are needed in future years, we should
be able to procure them in time.

G. FINANCIAL SUMMARY

- The Strategic Retaliatory Forces I have outlined will require
Total Obligational Authority of $7.3 billion for fiscal year 1954
compared with $8.5 billion for fiscal year 1963, $9.1 billion for
fiscal year 1962, and $7.6 billion in the original budget estimate

for fiscal year 1962.
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‘ IITI. CONTINENTAIL AIR AND MISSILE DEFENSE FORCES

The Continentel Air and Missile Defense Forces include those weapon
systems, warning and communications networks and ancillary equipment required
to detect, identify, track and destroy unfriendly forces approaching the
North American continent. Obviously, the requirements for these defensive
forces are closely related to the provisions we meke for the Strategic
Retaliatory Forces, since the latter, in carrying out their own mission,
would greatly reduce the weight of en enemy follow-on attack upon the
United States. B8So too, the requirements for defensive forces are closely
related to the size and character of cur Civil Defense effort, which in
many wartime situations could 30 more to save lives than active defense
measures,

A. THE DEFENSIVE TASK

Last year, in my appearance befcre this Committee; I noted that the
weight of the sirategic threat against the United States was steadily
shifting from manned bombers to ICEBM's and submsrine-launched micsiles.
The latest intelligence indicates that this trend is continuing and, as
I pointed out earlier in this stetement, the Soviet missile-launching
submarine fleet is bullding up somewhat more rapidly than we had
anticipated last year.

, . At the same time, the absolute threat from marned bombers is
" expected to conftinue to decline oV xt several years as the Soviet-
bomber fleet grows smaller. CTen oY Lo o e

the Soviet long-range bomber force will not only be declining, but aging
as well. The Soviets have introduced a new medium-range bomber, the
BLINDER, which has a capability for a short supersonic dash, but the
limited range of this aircraft severely curtails its effectiveness for an
intercontinental mission.

Although there is some uncertainty as o how large a bomber force
the Soviets could generste at any time during the next several years for
an attack against the United States, our best estimate is that no more
than 200 bombers could be placed over the United Staltes in a single
attack over a period of a few hours. Furthermere; to mount suck an attack,
the Soviets would either first have to derloy their bomber force to their
Arctic bases or stage them through these bases in successive waves. Such
action would greatly Jeopardize their chance of surprising us and; equally
important, their bombers would become vulnershle to our missile attack
during the staging operation. Thus, our principal concern in the years
shead must be the dangers of an ICEM ani submarine-lsunched missile attack,
and the main thrust of owur efforts should be redirected to meet these

C rising threats.
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Although the Soviet Union may now have, or socvn achieve, the cepability
to place in orbit bomb-carrying satellites, there does not appear to be any
logical reason for them to do so, since there are much more efficient ways of
delivering nuclear warheads. But we cannot ignore the possibility of that
kind of a threat erising in the future, and we must make the necessary
preparations now to counter it if it doces develop.

B. DEFENSE AGAINST MANNED BOMBERS

As long as the Scviet Union continves to maintain a force of manned
bombers capable of reaching U.S. targets, the United States must continue
to support a defense egainet them. In addition; steps must be taken to
ensure that our manned bomber defense system has a capebiiity to survive a
Soviet missile attack. since we must assume that the Soviet Union in an
attack on the U.S. wauld strike first with its missiles and then with its
manned bombers. Actually, our prime concern in this area during the last two
Years has been to find some means of reducing the vulnersbility of that
Bysten to Soviet missile attack.

1. Semi-automatic Ground Environment System [SAGE)

The heart of the entire aircraft control and warning network is the
semi-automatic groun? environmen: (SAGE) system consisting of 22 direction
centers in the U.5. and cne in Cansds which will be operational next year.
None of the U.S. centers is hardened. seven are c¢¢lloceted with SAC forces
and two are loceted in close pr’xlmi*" to large cities. A successful
Soviet missile attack on the SAC ceonplex would also destroy sbout one-
third of the SAGE direction centsrs. e remainder could be destroyed with
sbout 30 Secviet ITCBM's.

As I pointed cut last year; it would be kighly impractical to try to
harden the entire SAGE system, particulsrly its communication links. A
more feasible altermative would be tr comstruct a back-up system which
could operate independently of the SAGE system in the event the latter were
seriously damaged or destrcyed; and this Iis the course we elected to
follow. Two Years agc the President regquested and the Congress approved
funds to begin the reconstitution of a manuel back-up to the SAGE system.
This involved the establishment of NORAD ccntrcl centers at 27 selected
Prime radar sites, thersby ernsbling thsse facilities to identify enemy
aircraft and direct cur interceptors egainst them, in addition to
performing their norms® search ard swrveililance functicns. Another group
of prime radars was provided with & more limited grouni contrel intercept
capebility and all the U.S. prime raders were linked together with & new
communications system, o that thev couil operate in support of each other
even if the SAGE system were destroyed. This effort entailed additional
manpover and fallout protection ari shieldéing for the crews, as well as
additional communications and emergency power facilities.
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The maruel back-up phase was completed last year. Now we are engaged
in the establishment of a semi-autometic Back-up Interceptor Comtrol (BUIC)
system consisting of 3% stetions co-located with prime radars, four of
which will be in Canada. The 30 stations in the U.S. will include 20 of
the 27 NORAD control centers, which will be converted from marual) back-up
to the semi-sutomatic system by furrishing them the necessary computers
and related equipment. The funds provided for the current fiscel year
($25.8 million) will finance the first 15 semi-automatic stations and the
funds requested for 1964 ($25.€ miilion) will finance the balance. The
first group of stations will become operational in fiscel year 1965 and
the remainder in fiscal year 1966,

As the semi-automatic system approaches operational status; we plan
to phase out six of the 22 SACGE direction certers - four of the zenters
are co-located with SAC and the other wwo are close to¢ large cities., The
remaining three direction centers that are co=located with SA7T forces are
in the northern tier of the U.S. ard sre operated joirtly wiih the FAA under
a five-year sgreement signed last zummer. Tiese sdjustments to the aireraft
control and warning system are cshown in Tekle 2.

The remaining 16 SACE dire:ticn: certers couild, by exterding their
coverage to the edjoiring secters, continue to provide thne essextial
peacetime and pre-strike conirsl. There are important functions. Ir
peacetime we must maintaln continuous sarvelllance of our sirspace to
check out all intrusions, and this the SACE system can do quite well. In
the pre-air battle period; SAGE could wtill prevent a Soviet-manned bomber
or a simJtaneous manned bomber-missile attack from catzhing us by sur-
prise. As long atc we have the &bility 10 detect a manned bomber attack,
the Soviets would bhave to hold tasir bombers beyond the perimeter of our
radar warning system until after their missile afttack was launched.

But we must face up o the fact thut the BAZE system in its present
form would be of questionshle value once the &abtack hedl starteld. This
is particularly true of theie cernters ao-iciated with EAC basges whick
themselves would be prime targste for Soviel missile atftack. The BUIC
stations, because they wili be widely dispersed andl awey from other prime
targets, would not offer very prafizeile targsts for ICBM eftack. And,
as I noted eariier, the crews will bte rrovided with fallout protection
to enable them to function ir the post miszsiie sttack environment. The
phase-out of the six SAGE directior cemters will gave arcurd $55 million
a year, far more than the additicnal cost of operating the BUIC stations.

In our realigmment of *ne aircraft cortrol and warning system, we
have also carefully revieved the requirement for prime radar stations.
The present system of 163 long-range radars. in the United States and
Cenada provides triple coverage shove 10,000 feet at all points.
Furthermore, 16 of these radars are lotsbed ir prime target aress. Ve
believe double coverage ghove +that sltitude would be sufficient in the



period shead. Accordingly, we propose to phase out 17 of these radars
(including the two remaining Texas Towers) during fiscal year 196k, most
©of wvhich are in prime target areas. This reduction will produce a
saving of about $20 million & year.

2. Other Aircraft Control and Warning System Changes

The only other significent changes in the surveillance, warning
and control system pertain to the radar picket ships, DEW line extension
aircraft and the Misslle Master control centers. The mmber of radar
picket destroyer escorts will be reduced from 11 to 6 by end fiscal
yesr 1963. The surveillance mission of these ships in the Atlantic
extension of the IEW line will be assumed by Navy ailrcraft and that
force 1s accordingly increased by two alrcraft in 196k. The heavy
seas in the Greenland-Jeceland-United Kingdom barrier areas cause
continuous damage to the DER's and seriously reduce the effectiveness
of the redars. Navy studies indicate that two aircraft can carry out
the surveillance mission more effectively than the ships. Two of the
IER's wil) be inactivated and three transferred to the General Purpose
Forces. The picket ships will continue to be used in the Pacific and
Atlantic offshore contiguous radar network.

3. Manned Interceptors

The manned interceptor force consists of sbout 860 all-weather
aircraft in active units committed to the defense of the North American
continent - P-101's, F-102's, and F-106's. In addition, tlere are
sbout 500 Air National Guard aircraft, a few of which are maintained
on runway alert, and s mmber of Canadian squadrons committed to

NORAD.

One of the principal problems wi encountered with the interceptor
force was its concentration on a relatively few soft bases, many of which
were shared with SAC units. Accordingly, ocur firat effort to decrease the
vulnerability of the force was devoted to dispersing the interceptors to
additione]l bases. But even now one-half of the active interceptor
squadrons are still co-located with SAC. We now propose to disperse these
forces further in fiscal year 1964 by providing additiopal facilities at
21 existing United States interceptor dispersal bases. This mction will
permit the dispersed deployment of around 25 percent of the active
interceptor force for extended periods of time. At the present time,
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these dispersal bases have only a limited capebility for the support of
interceptor aircraft. The initial cost of this program would be gbout $45
million with contimuing annual operating costs estimated at $15 million.

We still plan to retain the existing interceptor aircraft in the force
through the 1964-1968 pericd. As is shown in Table 3, the mmber of air-
craft in the force, however, will decline gradually because of attrition.
By the end of fiscal year 1968 the manned ‘interceptor force would consist
of sbout 750 active Air Force aircraft and 600 Air Hational Guard aircraft.
We believe that this force will be adequate sgainst what we presently fore-
see as & declining Soviet manned bomber threat. However, if the Soviets
should deploy a mew long-range bamber, which we do not now deem very likely,
we would have 1o reconsider the size and charscter of our interceptor
force and, particularly, the need for modernization. There are a number
of eircraft already in productiom, urder development or programmed which
could be adapted to the interceptor role with enly modest additional oute
lays for development costs.

First, there is the F-li, a high performance fighter-interceptor now
being procured for both the Navy and the Air Force. A fire control systenm,
the AFG-59 and & missile, the SPARROW III-6B, which would be suitable for
this aireraft, are now under development by the Navy. An F-l type inter-
ceptor, because of range and time-ineair limitations, may be the least
effective of the alternstives open to us but it could be made available

early.

Another possibility is the Navy A-5 (A37) attack bomber which is
already in operation. A fire control systeu, the ASG-18, and GAR-9 missile,
now being developed and tested by the Air Force, would be suitable for this
aireraft. The A-5 type interceptor would be scmewhat slower and would cost
considerably more than the F=4 but it would mmve a significantly longer
range and "time-in-air" - attributes which are especially important in an
interceptor - and it could be made availaedble just as early.

A third possibility is the F=111 {TFX) which we have just started
developing for the Air Force and the Navy in a tactical role. A sultable
fire control system. the N-11, is now under development by the Navy and &
long-renge missile, HARFY, is being developed for this sircrafit. The
F-11l should make an excellent intercertor. Its short take-off and land-
ing charecteristics would permit disperzal t0 and recovery from a large
number of airfields. Ite very long-range and "time-in-air" would permit
continuous air patrol during the probeble duration of an alr batile. The
F-111, in an interceptor version would nct, of course, become available
until the 1968-1969 periocd, sbcut two or thrae years later than either the
F-I or the A-5 (A3J).

A fourth possibility would be a completely new interceptor based
upon some of the most recent work being dones on airframes and engines.
Such an aircraft could use the Air Force-developed ASG-18 fire
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control system and GAR-9 air-to-air missile. It would be & very high
performance, but also & very high cost aircraft. It would have a higher
speed than the TFX but its range and "time-in-air" would be significantly
less. :

A fifth possibility would be the adaptation of a large transport aircraft
such as the KC-135 or a C-141 as an air-to-air missile platform. Such an
aircraft might use an advanced fire contrcl system and e long-range missile
like the "EAGLE" which the Navy had under study a few years ago. It would,
of course, have a much lower speed than any of the others; i.e., below Mach 1,
but it would have & much longer radius of action and "time-in-air"” and could
carry perhaps ag many as 30 air-to-air missiles. The fire control system
would be able to track a large number of objects out to long distances and
eould control a large number of simultaneous interceptions. Because of its
size and endurance, the aircraft could also operate as an airborne control
center together with shorter range high-speed interceptors. Such an
interceptor system would also be less vulmerable to ballistic missile attack
since it could take off immedimtely on warning, remain aloft during the
initial missile bombardment, and still heve sufficient endurance to engage
the follow-on bomber attack.

Whether or not the Soviet Union actumlly deploys 2 newv long-range
bomber, we intend to make a thorough study of the entire problem of
modernizing our manned interceptor force and we hope that next year we will
be in a better position to make some definite recommendations on this
subject. I do not believe, in the light of presently available intelligence
and the wide range of options still open to us, that the situation requires
us to make & decision now.

L, Surfece-to-Air Missiles

As I pointed out last year, the Air Force's BOMARC missiles suffer
from essentially the same defects as the manned interceptors, but to an
even greater extent. They are concentrated on just seven soft bases.

They are, therefore, highly vulnerable to an initial ICBM attack.
Nevertheless, we plan to continue the BOMARC force at least through fiscal
year 1968, since the large initial investment costs are already behind us.

The NIKE-HERCULES force is still considered a very useful air defense
weapon system. Together with the Missile Master and the Birdie control
syctems, NIKE-HERCULES batteries can operate independently of SAGE. They
wvill alsc be able to operate together with the BUIC semi-automatic back-up
system. Accordingly, we plan to continue the HERCULES force intact through
at least fiscal year 1968, but with an increasing share of the force
assigned to the Army National Guard for on-site operation.

In fiacal year 1965 we propose to relocate 20 NIKE-HERCULES batteries

either to the midwestern part of the United States in order to provide some
air defense for our hardened ICEM forces and military control centers, or
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to protect cities in the Southeast. These units are now located at soft SAC
bases or at Thuie, Greenland. Since the soft SAC bases would be prime targets
for a Soviet ICBM attack, NIKE-HERCULES batteries would not be very effective
at such instellavions. However, they could be of considerable value in
defending hard wmizsile sites and control centers against a follow-on attack
by Soviet manne’ houdbers, assuming of course that the Soviets did not attempt
tL destroy these secvd sites with their own long-range missiles. This is not
an unreasonasble assumption because, as I indicated in my discussion of our
own strategic retaliastory forces, hard sites are very difficult and costly

to destroy with ICBM!'s.

The initizl c¢.st of relocating these batteries would be around $60
million, an awracy well Jjustified by the contribution they could meke to
the defense of ¢ hard ICBM and control sites. At the very least, they
would force the 3¢ ui:ts to program either a large number of strategic
missiles or & - meiration of missiles and sircraft ageinst each of the hard
sites -~ thus mskirng the cost of digging out any one of them extremely
expensive.

We ere a’:: iuvestigating the possibility of meking some of these
NIKE-HERCULES ten*a=ies mobile to increase the flexibility and survivebility
of the force.

The NIKE-<72 watteries manned by the Army National Guard will be
phesed out of =.z rirce by the end of the coming fiscal year.

C. DEFENSE AL-ATN:T ICBM ATTACK
The most vrgsrt problem confronting us in the Continental Air and

ssile Defernse F-rcas Progrem is defense against ICBM attack. 1In this
area we are iy T2eisr shape with respect to warning than active defense.

1. Ballist:¢ M s:ile Early Warning System (BMEWS)

The f£iz:: rwv o»f the three stations in this system - at Clear, Alaska
= b el Thule. ¢++:: and - are in operation. The third, at Fylingsdale,
inited Kingdewr o wi_l. reach operationsl status in fiscal year 19654,

The ™ule - %= is equipped with four detection radars and one tracking
redar and can o vel- iaunches from the The Clear

site has three lete:tion radars and together with the Thule site can cover
me: v of the lec.ctez from the USSR. The Fylingsdale site is being equipped
with three tracriny radars and together with the other two sites will be
abie 10 cover lzuiites :

It is concsivible that the Soviet Union could launch an ICHEM attack
over the But this is

R
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not & very likely contingency since the accuracy of the missile would be
considerably degraded and the payload significantly reduced. Furthermore,
it is highly unlikely that the Soviets would take the risgk of striking only
over the Antarctic in an attempted sneak attack. There would be too great
& risk of premeture discovery, since the missiles would have to travel a
much longer distance over a much longer period of time before they reached
their targets and, within this period of time, the chances are good that we
would heve detected their launching, perhaps by en over-the-horizon radar
net. Against an attack from a more likely direction, i.e., across the

Arctic, with or without an attack across the Antarctic, it is reasonable to
assume that the BMEWS would be able to provide adequate warning.

2. Missile Defense Alarm System (MIDAS)
Because of the critical importance of warning of ICRM attack, we
have made a major effort to develop & system of orbiting satellites which
could detect enemy ICEM's in their launch phase; thus adding to the warning
provided by BMEWS. Unfortunately, this effort hes run into some very
. serious technical prcblems. MIDAS is an extremely complicated system,
relying on sophlsticated sensors and it is in this area that we have
encountered trecble. After a most thorough review of this program; we have
reached the conclusion that until the sensor problem is solved and sensor
relisbility sigrificantly increased, there is little value in going ashead
- with the further development and testing of the orbiting vehicles. 1In this
respect, it shoull be noted that we have already accumulated & wealth of
experience ir the launching and tracking of sateliites ard the recovery cof
data from them. Accerdingly, we have decided to concentrate our efforts on
the sensor and reliability problems which are fundamental to sn effective
satellite-borne missile warning system.

MIDAS is a good example of the risks inherert in rushing aheed with
the concurrent development and testing ¢f & highly sophisticated system.
Fortunately, the temptation to go forward with concurrent development,
production, and desployment of MIDAS was resisted. Otherwise, we could
have found ourselves constructing & ground environment for & system which
may not reach operatiovnal status for years to come.

Through fiscal year 1962 we had already committed $37h4 million for
the development of MIDAS and $100 million wes originally programmed for the
current fiscel vesr. With the suspension of work on the orbiting vehicles,
the level of ef“ort bas now been sceled down. We now contemvlaete that
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$75 million will be required this year for the re-emphasized effort on
sensor development. We plan to use $35 million to support the program in
fiscal year 196k.

The technical difficulties which we have encountered with MIDAS were
not entirely unforeseen, which is vhy I told the Committee last year that even
though theoretically this system could become operational by 1964 or 1965, we
did not include it in our force projections. Although we plan to press
forward with our research on semsors, it is much too early to say when an
operational system might become available. Meanwhile, we will continue to
explore other types of warning systems, such as the Qver-the-Horizon radar.

3. Bomh Alarm System

The Bomb Alarm System is designed to provide automatic detection of
nuclear detonations at selected sites in the NORAD area of responsibility
and to relsy this information immediately and automatically to the central
displey centers, both for militery and civil defense use. The system has
been in operation now for ebout six months.

Now we are studying an improved system, NUDETS, that would provide
timely information on the yleld, height of burst and ground zero of
nuclear detonations for purposes of damage assessment and fallout prediction .-
The key problem here is to develop sensors with the required degrees of
accurecy. Until this problem is solved, it would be premature to plan for
the deployment of the improved system.

b, RI¥E-ZEUS

During the past year we have gained a much broader understanding of
the technical problems involved in developing an effective system of ballistic
missile defense. It is now generally agreed that the NIKE-ZEUS systenm
currently being tested would not be effective against the kind of ICBM
attack we visualize the Soviets would be able to mount in the late 1960's
and early 1970‘s. A thorough review of the available technical possibilities
leads us to the concliusion that there are four major improvements which could
be made in the present NIKE-ZEUS system. They are:

a. The use of the ZEUS discrimination radar as & high volune,
lover accuracy target tracker.

b. The modification of the ZEUS missile 0 reduce the minimum
altitude at which an incoming warhead can be intercepted.

c. The development of & new high acceleration missile (SPRINT)

vhich because of its greater acceleration would increase the
time available for discrimination of targets.
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d. The development of a new phased array radar which could
simultaneously acquire, evaluate and track a large number
of oblects.

In developing the program which we are now proposing, we considered
threc nmejor alternatives:

a. The first alternative envisioned the continued development
and test of the presemt NIKE-ZEUS system and a separate
limited development of a phased array radar, with initial
deployment of the ZEUS system, if it appeared worthwhile,
within four yeers of the time e decieion was made. The
development cost of such a program over the fiscal year
196L-1967 period is estimated at $600 million.

b. The second alternative calied for proceeding with all four
major improvements with deployment beginning in 1967 of 16
ZEUS batteries (for 12 urban areas) incorporating initially
only the first two improvements. Ten more batteries (for
10 additional urban areas) incorporating only the third
and fourth improvements would be deployed beginning in 1969.
The SPRINT missile and phased array radars (the third and
fourth improvements) would then be added to the first 16
batterles and the avaeilsble ZEUS missiles would be
redistributed among all 26 batteries. Development costs
for this program, beyond the present fiscal year, would
totai $1.4 billion. The initiel investment costs for a
26 battery defense would total around $12.2 bdbillion and the
total ten-year cost through fiscal year 1973 would approximate
$20.4 billion. The 22 urban areas which these 26 batteriles
would deferd include approximately 30 percent of our
population.

c. The third alvternative envisioned skipping the first two
imrrovements and preceeding on an urgent basis with the
develozment of the SPRINT missile and phased array radars,
@zferring ~ke Ascision to depilcy the system urtil mid-196kL.
Trz fiuet tatzeries of this system, designated NIKE-X,
couid Xe dzploved i 1969 wed a 26 battery defense around
22 arber avem: couii be completed 3 or U4 years later. The
gzveloomert cast for this progrem, beyond fiscel year 1963,
woola total sbout $1.3 tillion. The initial investment
easte for g 26 tettery defense would total about $11.7
illiorn, incluéizrg the cost ¢f some NIKE-ZEUS missiles of
the improved desigr which would be used in conjunction with
the SPRINT missiles. The total ten year cost would
approximate $17.6 biilion. Urder this proposal the present
NIKE-ZEUS test prograr would be limited to the study of
re-entry phenomena and defense techniques, including anti-

. satellite defense.
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After thorough consideration of the alternmatives, we propose to adopt
the third. It incorporates the improvements which are best in the long run
and will yield the most effective system which it is possible to visualize
at the present time. The first alternative was rejected because it wouwid
not yield a system which would be effective against the kind of an attack:
we could be faced with by the time the system could be built. The second
alternative would lead to & final system which is very similar to the NIKE-X
in both time and performance, but with an initial configuration only slightly
better than that furnished by Altermative "a". It wes considered that the
marginal protection offered by the early limited cepability is not sufficient
to offset the extra cost required ($2.8 billion over & ten year period).

We recognize that there are some reassons why it might be desirable to
proceed immedistely with the production and deployment of an anti-ballistic
missile system, even one with & limlited capability. Such a system might
reduce U.S. casualties in the case of & "small" or "medium" Soviet attack
on our urban areas. Further, it would complicate the design of and tectics

Y

But there are even better reasons why we should not proceed &t this
time with actuel deployment of