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STATEMENT OF SECRETARY OF DEFENSE ROBERT S. McNAMARA
BEFORE THE HOUSE ARMED SERVICES COMMITTEE
ON THE FISCAL YEAR 1968-72 DEFENSE PROGRAM AND 1968 DEFENSE BUDGET

Mr. Chairman and Members of the Committee:

I have already presented to this Committee the Supplemental fin-
ancial requirements for the balance of the current fiscal year, 1967.
Now I should like to review our Defense Program for the next five fiscal
years and our budget requirements for the coming fiscal year, 1968.

As has been my practice in the past, I will attempt to call your atten- -
tion to the more important changes in the Defense Program which have
occurred since last year, particularly those relating to our effort in
Southeast Asia. Other Defense Department witnesses will present the
details of our financial requirements for FY 1968 later in these hear-

ings.

A.  APPROACH TO THE FY 1968-72 PROGRAM AND THE FY 1967-68 BUDGETS

Last year when I appeared before this Committee in support of the
FY 1967-71 program and the FY 1967 Budget I said:

"With regard to the preparation of the FY 1967-71 program
and the FY 1966 Supplemental and the FY 1967 Budget, we have
had to make a somewhat arbitrary assumption regarding the
duration of the conflict in Southeast Asia. Since we have no
way of knowing how long it will actually last, or how it will
evolve, we have budgeted for combat operations through the end
of June 1967. This means that if it leter appears that the
conflict will continue beyond that data, or if it should expand
beyond the level assumed in our present plans, we will come back
to the Congress with an additional FY 1967 request."

Throughout the spring and summer of last year in my appearances
before various Congressional Committees, I reiterated the fact that
the FY 1967 Budget was based on the arbitrary assumption that the con-
flict would end by June, 1967, and that additional funds would be
required if the conflict continued. I alsc repeatedly stated, both




before the Congressional Committees and in public statements, that
defense speanding would rise above the budget level if we had to take
actions to provide for the continuation of the conflict beyond June 30,
1967.

For example, on February 25, 1966, I explained to the Senate Armed
Services Committee and the Subcommittee on Department of Defense Appro-
priations:

"If it later sappears that they ﬁ'.e., combat operations in
Vietnan_17 will extend beyond that date, it will be necessary to
supplement the fiscal year 1967 budget.

"The reason why that planning assumption [f .., that the
conflict would end June 30, 1967/ causes the 1967 total obli-
gation authority to drop below 1966 is that there are long leed
items that may heve to be used in combat, let's say in the period
January-June 1967, which can't be financed in the fiscal year 1967
Budget and be delivered in time, Therefore they must be financed
in the fiscal year 1966 Budget, if we are to have them on hand
when we need them. That is why the total obligational authority
for 1966 is higher than 1967. :

"Now, if later this year it appears that combat will extend
beyond June of 1967, at high levels, then in the case of similar
long lead times it will be necessary for us to come back to the
Congress and ask for additional appropriations.”

I said a little later:

"ve.I think it would be irresponsible for us to come forward,
now, today, with a higher figure, because it is extremely diffi-
cult to estimate the level of combat operations 18 months in
advance, and very wasteful if we are to estimate on the high
side, and quite unnecessary because the lead times don't require
financing now."

On August 1, 1966, when I appeared before the Senate Subcommittee
on Defense Appropriations in support of cur appeals on the House action
on the FY 1967 Appropriation Bill, I noted again that the FY 1967 Budget
was hased on the arbitrary sssumption that combat operations would termi-
nate June 30, 1967. I went on to say: :

"As we get closer and closer to that date, it becomes more
and more necessary to plan on the possibility of that not happen-
ing. We are considering that possibility. We, at present, however,
do have sufficient funds to carry us on for several additlonal months.

.2
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"At the moment I would not recommend a supplemental, although
I think one some time during 1967 is very likely. The reason I
would not recommend it today...is that there are still many un-
certainties not only as to the duration of the conflict, but alsoc
with respect to the level of operations that needs to be financed."

I pointed out that we had Jjust completed g review of cur air

ordnance production progrems and were reviewing our production plans

for ground ordnance and airecraft. I concluded by saying:

"...To the extent that we can finance our operstions with
the presently requested funds and push the timing of the sub-
mission of a supplemental into the future, I think we will be
able to come forward with a more precise estimate of our total
requirements..."

With regard to the additional $569 million added by the House for
active duty military personnel, I pointed ocut that ocur military personnel
strength estimates were still fluctuating widely. I suggested that
rather than coming forward with one personnel estimate today and a
different one tomorrow, end constantly changing cur funding require-
ment, we would be better advised to use the speclal authorify we have
in the Appropristion Bill to expend whatever funds are necessary for
military personnel. I pointed out:

"...that almost surely we will expend the additional $569
million that the House inserted in the bill."

And I added later:

"Mare likely it will be higher than that level rather than
lower." '

What we ,were trying to do was to avoid the overfunding which occurred
during the Korean War when the Defense Department requested far more funds
than were actually needed. For exemple, the Defense Department requested
a total of about $164 billion for the three fiscal years 1951-53; the
Congress appropriated a total of $156 billion; the eamount actually ex-
pended was $102 billion; end the unexpended balances rose from $10.7
billion at the end of FY 1950 to $62 billion by the end of FY 1953. It
took about five years to work the unexpended balance down to about $32
billion; and we were able to support a Defense program of sbout $50
billion & year during FY 1962-64 with asbout $30 billion of unexpended
balances.
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The excessive unexpended balences built up during the Korean War
were duly npted by the Appropriation Committees. Mr. Mshon, for example,
commented in February 1953:

" "o that will cause our collesgues and the press and the
public who have not had a chance to study this to ssy, 'Are
the members of the Appropriatlons Committee crazy in appro-
prieting $41 billion, more or less, when they elready have an
unexpended balsnce of $62 billion?*"

‘Although we still have no way of knowing when the confliet will
end, it is perfectly clear that we must take whatever measures are
necessary to ensure our ability to support our forces in the event the
conflict does continue beyond June 30, 1967. Indeed, when it became
apparent last summer that this was likely to be the case, we continued
the build-up of owr militery personnel strength beyond the level anti-
cipated in the FY 1967 Budget and took action to ensure that deliveries
of long lead time items would continue beyond June 30, 1967 without
interruption. The Congress was informed of these actions through the
reprogramming process and related hearings. .

But, while it was clear even last summer that additional funds would
be required for FY 1967 if the econflict in Southeast Asia were to continue,
the timing and the amount of the additional request posed a problem. With
regard to timing, we had essentially two alternatives: (1) request an
smendment to the FY 1967 Budget in the summer of 1966, while it was still
before the Congress; or (2) wait until early the following year and request
a Supplemental appropriastion. Each of these alternatives had certain ed-
vantages and disadvantages. :

First, we still could not see clearly last summer the full dimensions
of our requirements for Southeast Asia. There was at that time a wide
range of uncertainty concerning the size of the forces required, their
composition and thelr tempo of operation. Consequently, we could not
determine with any degree of precision how many more men we would need
through the balance of the fiscal year, how much more ammunition and
other supplies we would consume, how many more aircraft we would lose as
a result of enemy action, and how much more construction we would need
in Vietnam and elsewhere to support the larger forces that might be re-
quired, Without these deta, we could only guess the amount of the
additional funds which would be needed for the balance of the fiscal
yeer.

Second, many of the decisions which would have been involved in pre-
paring an amendment to the FY 1967 Budget would have also been involved
in preparing the FY 1968 Budget, and these decisions could be made with
much greater assurance of accuracy later in the year. Indeed, I am
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convinced that had we gone forward with an amendment last summer, the
FY 1967 Budget would have had to undergo still another drastic adjust-
ment Decause of the decisions made in connection with the FY 1968
Budget. In other words, an FY 1967 Supplemental would have been needed
in any event.

The major disadvantage of waiting for s Supplemental has been the
need to reprogrem, on a rather large scale, available FY 1967 funds to
meet our most urgent longer lead time procurement requirements, pend-
ing the availability of the additional funds. We recognize that this
extensive reprogramming has placed an extra burden not only on the
Defense Department but on the Armed Services Commitftees and the Defense
Appropriestions Subcommittees as well. Some of these reprogramming
actions required the prior approval of this and other interested Com-
mittees; all of them have been reported to the Committees concerned.
However, in order to facilitate your consideration of the FY 1967 Sup-
Plemental request we have prepared a recapitulaticon of all of the major
procurement program adjustments affecting that fiscal year, which will
be furnished separately.

Now, with a year and a half of combat experience in Southeast Asia
behind us, I believe that we have a much better understanding of our
future requirements. In October 1965, when the FY 1967 Budget was
being developed, we were in the midst of an explosive build-up in South
Vietnam; it was then that we moved over 100,000 men 10,000 miles in
less than 120 days. The future was impossible to predict with accuracy.
In contrast, in October 1966, at the time of the preparation of the
FY 1968 program, we could lock ahead to the time when our forces in
Southeast Asia could be expected to level off, Moreover, we have
acquired a significant smount of data on actual consumption rates for
individual items of ground and air munitions and on combat attrition
rates for the various types of rotary and fixed-wing aircraft, and we
can now project our requirements for these two very important categories
of materiel much more accurately than was possible eveh last summer.
And, I might point out that the rates of consumption and attrition )
actually experienced for meny specific items have turned out to be quite
different from those we projected last year -~ lower as well as higher.

Since we can now project our requirements for the conflict in South-
east Asia with far greater confidence than last year, we have changed
our basic approach in preparing the FY 1967 Supplemental as well as the
FY 1968 Budget. Sufficient funds are being requested in both the FY 1967
Supplemental and the FY 1968 Budget to protect the production lead time
on all combat essential items until FY 1969 funds would become aveilable.
For example, in the case of ammunition, which is perhaps the category
of materiel most affected by combaet operations, we are requesting funds



to cover the full production lead time beyond the end of FY 1968.

Because ammunition reorder lead time averages sbout six months, this
means that the FY 1968 Budget provides funds to finence smmunition
deliveries at rates sufficient to support operstions in Southeast Asia
through December 1968. Thus, if it later appears that the conflict will
continue beyond June 30, 1968, we would be able to use FY 1969 funds to
order additionsl ammunition for delivery after December 1968 and keep
the production lines going without interruption.

In the case of tactical aircraft, which have a production lead time
on the average of about 18 months, we have included sufficient funds in
the FY 1967 Supplemental end the regular FY 1968 Budget to cover deliver-
ies at rates sufficient to offset combat attrition in Southeast Asia to
January 1, 1970. If it later appears that all of such aircraft will not
be required to replace combat attrition, the production of some might be
cancelled and some used to modernize the forces at a faster rate than
presently planned.

Similar provisions have been made in the FY 1967 Supplemental and
the FY 1968 Budget for other categories of materiel which would be
affected by the continuation of combat operations in Southeast Asia
beyond June 1968. Accordingly, barring & significant change in the
character or scope of the Southeast Asia conflict, or unforeseen
emergencies elsewhere in the world, the FY 1967 Supplemental and FY 1968
Budget should be sufficient to cover our requirements until FY 1969 funds
become available, even if the conflict continues beyond June 30, 1968.

Because of the large demands of the Southeast Asia conflict, I have
deleted from both the FY 1967 Supplemental and the FY 1968 Budget, pro-
curement funds which are required simply for the replacement of items
already in the inventory with later models, except for tactical aircraft
and helicopters and where the newer item is being procured to replace
consumption. This type of merginal modernization can be safely deferred
to a later time.

With regard to military construction, we have incluied funds in the
FY 1968 Budget for military family housing and other categories of "non-
combat" facilities, e.g., replacement of old barracks, BOQs, maintenance
shops, administration and school bulldings, etc. We deferred these types
of construction programs in FY 1966 and 1967 in order to reduce our
demand on an economy already lasboring under inflationary pressures. Now
that these pressures appear tc be subsiding, we should be prepared to
resume the orderly modernization and expansion of our physical plant,
which represents an investment, in terms of acquisition cost, ot well
over $35 billion. The rate at which we do so will depend upon economic
developments during the next 12 to 18 months. In any event, we woudd
first release the balance of the FY 1966 military construction prorram
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(about $565 million), and then move forward with the FY 1968 progream,
tor which e total of $2,123 million has been included for Military
Construction and $267 million for the construction of Military Family
Housing. .

Needless to say, we are continuing our cost reduction efforts with
undiminished vigor. And, as you know, we have developed another list
of base closings and consolidations, none of which will in any wny
affect our combat capasbilities in Southeast Asia or elsewhere.

By eliminating unneeded and marginal activities and deferring what-
ever cen be safely deferred, I have been sble to reduce the FY 1967
Supplemental and the FY 1968 Budget requests of the Services and
Defense Agencies by about $23.3 billion, while at the same time provid-
ing for all essential military requirements. As shown on Table 1, we
are requesting for FY 1967 a total of $72.8 billion in new obligational
authority, of which $12.3 billion is in the special Supplemental for
Southeast Asia. For FY 1968 we are requesting a total of $75.3 billion
in new obligational amthority. Expenditures are now estimated at $67.95
billion for FY 1967 {$9.65 billion above the. original budget estimate)
and $73.1 billion for FY 1968



B,  ASSESSMENT OF THE INTERNATIONAL SITUATION AS IT BEARS ON MILITARY
POLICIES AND PROGRAMS

Although the conflict in Southeast Asia continues to be the problem
of most immediate concern to the American people, other developing trends
in the international situation may turn out to have even greater signifi-
cance to our national security over the longer run. This is not to mini-
mize the crucial importance of the struggle in Vietnam. It cortinues to
be the key test of the Red Chinese version of the so-called "Wars of
National Liberation”, which they hope will sweep the world. And it has
also become a factor in the struggle of the Soviet Union and China for
leadership of the world Communist movement.

Indeed, it is this continuing clash between the two Communist giants
which is one of the most significant developing trends on the current
international scene, Although Mr. Khrushchev's successors had evidently
hoped to mitigate Soviet differences with China, this effort has failed
and the split between them has become even more wide and bitter. The
Soviet leaders apparently believe that the militant Pecple's War policies
of Mao Tse-Tung -- enunciated by his chief lieutenant, Lin Piao, in his
well-known statement of September 1965 -- constitute a threat to them
as well as the Free World, The Chinese contention that the world revolu-
tion is nothing more than a People's War of the countries of Asia, Africa
and Latin America (the "World Village") against the nations of North
America and Western Europe (the "World City") does not sit well with
the Soviet leaders -- primarily because the Soviet Union is itself a part
of the so-called "World City".

It may be that some aspects of this dispute are involved in the
power struggle now wracking Red China. But whatever the issues, the
outcome of that struggle could have & profound effect far beyond China's
borders. The difficulties at home and the setbacks abroad may have
blunted the thrust of China's militant policies for the moment. But a
China which persists in making the destruction of the Free World and
everything it stands for a stated tenet of its foreign policy, and a
Chine which continues to pursue with unrelenting vigor (and with con-
siderable success to date) the attainment of a nuclear weapons capability,
does not bode well for the future peace and security of the world.

Another trend of longer term significance is the growing awareness
among the nations of Southeast Asia and the Western Pacific that their
future security and well being depends importantly upon their abiljity to
work together in strengthening the military, economic and political co-
hesién of all the non-Communist nations in the area. Many of their
political leaders understand and appreciate that our defense of the
people of South Vietnam has served as a bulwark for their own security

- and that it is buying them time to put their own houses in order.
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In Europe, as I noted two yeasrs ago, long frozen positions are
beginning to thaw and there is an intensified search -- on both sides
of the Iron Curtain -- for new arrangements which might better serve
the security needs of all concerned. This movement is not necessarily
detrimental to our interests. Our basic objectives in Western Europe
are to ensure the security of that area egainst aggression and to
further its economic growth and political stability. If better means
than those now employed can be found to achieve these objectives, we
would welcome them., In the meantime, we believe that the military
strength and, above all, the political unity of the NATOQ powers in
Europe must be preserved., In this helief, we have found substantial
agreement among our NATO partners. As for the Soviet posture in Europe,
we must await further evidence of their intentions. Although they are
seeking joint solutions to some of the less controversial issues, they
continue to maintain and to strengthen their forces deployed against
Europe.

In the so-called "Third-World" of developing nations, there is a
growing awareness that independence and self-govermment alone will not
ensure the physical well-being of the people.  The problems of nation
building and economic development must still be solved, particularly in
agriculture. The number of nations suffering food shortages and the
extent of these shortages are growing steadily year by year. The United
States had done much to ameliorate the immediate problem, but a per-
manent solution must be found in the affected countries themselves,
with whatever help the more economically developed nations are willing
to provide. For many years, we will have to deal with conditions of
inherent instability which will have an impact on our security program.

1. The Communist Countries

The dispute between the two major Communist powers has now reached
a point where the Soviet Union has not only renewed the exchange of
bellicose statements but is also strengthening its militery posture in
response to serious border problems with China. While an outbreak of
hostilities between China and the Soviet Union does not appear probable
at this time, the tension on the borders is likely to continue.

Within the Communist camp, the Soviet Union has continued its
efforts to isolate China. Although the Soviets have not succeeded in
reading China out of the international Communist movement, cnly Albanie
among the ruling Communist parties still remains exclusively aligned
with China, :



aoiomev

8. Soviet Union
\

As »for the Soviet Union itself, the initial caution prevailing
under Brezhnev and Kosygin has given way to a more self-confident atti-
tude at home and abroad. This growing self-confidence is reflected in
the open renewal of the dispute with the Chinese, the determined effort
to push domestic economic reforms and expand the production of consumer
goods, and & more vigorous diplomatic approach to the nations of Western
Europe.

The Soviet economy still presents a mixed picture of strengths and
weaknesses, The performance of industry remains sluggish and spotty.
The situation in the areas of investment, construction, snd labor pro-
ductivity -« three of the most essential factors affecting economic
growth -- does not augur well for the regime's avowed objectives of
achieving steep increases in overall growth and productivity, at least
not in the years lmmediately ahead. The Soviet gross national product
is still less than one-half that of the United States. With this out-
put, the Soviets support a high rate of industriesl investment, and =
rising level of defense expenditures. (Actual defense expenditures are
estimated to have risen about 10 percent in 1966, compared with 5 per-
cent in the published budget. An increase of 8 percent was announced
in the published budget for 1967.) It is not surprising, therefore,
that Soviet per capita consumption is still only about one-third of
ours. Nevertheless, the Soviets are continuing thelr support of North
Vietnam at a rate of about $750 million per yeer and are furnishing
economic and military assistance to many other countries, notably to
Egypt, Syria, India, and Cuba.

In Burcpe, the Soviet Union is attempting to live with the growing
diversity and independence being shown by her East European allies. As
I have noted, the Soviets have shown a readiness to reach agreement with
Western Eurcpean governments and the U.S. on certain less controversial
issues, such as the treaty on outer space and the New York-Moscow com-
mercial air route. At the same time, the Soviets continue to try to
cast the Federal Republic of Germany in the role of Europe's greatest
menace and seek to exploit differences among the Western allies. There
is evidence, however, that the Soviet Union may increasingly seek peace-
ful avenues of endeavor, and we stand ready to reciprocate wherever this
ig the case. But the time is not yet, unfortunately, when we can view
Soviet pclicy as benign.

b. Red China
The events in mainlend China over the past months have made it

necessary for us to reexamine some of the basic assumptions which we
have mede about the Peking regime. The previous general belief that the
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leadership of China was monolithic and that a relatively peaceful trensi-
tion of power from Mao's rule was possible has proved to be erronecus.

In fact, the regime has been torn over the past months by & major inter-
nal struggle. Although there are many imponderables and uncertainties,
it appears thai the great public attack on govermmental and Commmunist
rarty leaders, launched by Mso himself, was motivated by his fear that
China after his death might not stay on & militantly revolutionary peth.
His policies have been resisted by many of the Chinese hierarchy in
Peking and throughout the country, who would apparently prefer less ex-
treme policies and more emphasis on the economic improvement of China.

To deal with this oppositicn, Mao has begun a purge of some of his former
comrades and has created a new organization, the Red Guards.

The prospect appears to be for continuing political turmoil, prob-
ably intensified when Mac passes from the scene., His successors can be
expected to quarrel not only gbout who will control the country but also
about such domestic issues as the role of ideology and the means of
economic develcopment.

We have only a very imprecise understanding of the role which foreign
policy issues play in the current upheaval, The Chinese have, of course,
suffered a series of major set-backs over the past several years. They
can no longer have any expectation of = quick victory in Vietnam. The
Government of Indonesia is no longer closely allied to China, Their in-
fluence has waned in Africa and throughout the Third World, and they have
been virtually isolated within the Communist camp.

One result of the internal upheasval has been a temporary reduction
in Chinese interest in the outside world. However, there has been no
diminution in their support of the Communist efforts in Vietnam and in
Thailand. And, they are still active in supporting "Chinese" factions
in the Communist movement in other parts of the world, in some cases,
with military materiel.

Nevertheless, as the President declared in his recent State of the
Union Message: }

"We shall continue to hope for a reconciliation between
the people of mainland China and the world commnity --
including cooperation in all the tasks of arms contrel,
security, and progress on which the fate of the Chinese
people, like the rest of us, depends.

"We would be the first to welcome a Chins which had
decided to respect her neighbors' rights. We would be the

first to applaud were she to concentrate her great energies
and intelligence on improving the welfare of her own people.

n



And we have no intention of trying to deny her Yegitimate
needs for security and friendly relations with neighbor-
ing countries.

“Our hope that all of this will someday happen rests on
the conviction that we, the American people and cur allies,
will see Vietnam through to an honorable peace."

2. Southeast Asia and Southwest Pacific Ares

Since I have already discussed the military situation in Southeast
Asia in considerable detail in my statement on the FY 1967 Supplemental,
I will confine myself here to the broader political and economic aspects.

As I noted earlier, there is a growing awareness and apprecistion
amcong Asian and Pacific nations of the contribution our efforts in South-
east Asia are making to their own freedom and independence. Scme are now
actively participating in the struggle; others are increasingly articu-
late in expressing their support for our goels and objectives in South-
east Asia. This change from s passive, and in some cases a negative,
attitude is, in my opinion, -directly related to the demonstration of our
will and determinetion to fulfill our obligations in that area of the
world.

Of even gregter inportance in its potentiel for contributing to
regional political, economic, and social development and to long range
regional security is the growlng appreciation of the need for collective
action to meet commen problems., It can be seen in such regionel efforts
as the Asien Development Bank, the Mekong development project, and the
important Ministerisl meeting held in Seoul for Asian and Pacifilc Coopera-
tion (ASPAC).

The unity of purpose of the seven nations thet are.actively parti-
cipeting in the defense of South Vietnam was clearly demonstrated in
the Manila Conference held in October 1966. Here the Heads of State and
Government of the participating nations (South Vietnam, Australia, New
Zealand, Thailand, Republic of Korea, Philippines, and U.S.) produced &
statement of principles which we believe reflects the views of the great
majority of the free nations of the Asian and Pacific ares. This state-
ment of principles contains the following points:

(a) The South Vietnamese people shall not be conquered by aggres-
sive force and shall enjoy the inherent right to choose their own way
of life and their own form of govermment; this commitment shall be
vacked by military force -and other efforts as necessary.



(b) The following principles will guide the united effort to move
toward a peaceful and prosperous future for all of Asia and the Pacific:

(1) Agegression must not succeed.

(2) We must break the bonds of poverty, illiteracy, and
disease.

(3) We must strengthen ecopomic, social, and cultursl coopera-
tion within the Asian and Pacific region.

(4) We must seek reconcilistion and peace throughout Asia.

Thus, the nations represented st Manila expressed both their united
determination that the freedom of Scuth Vietnam be secured and their
deep concern for a peaceful future for Asia and the Pacific. They de-
clared that their common commitment is the defense of the South Viet-
namese pecple and that their sole demand on the leaders of North Vietnam
is that they abandon their aggression, They proclaimed their readiness
to pursue any avenue which could lead to a sécure and just peace, whether
through discussion apd negotiation or through reciprocal actions on both
sides fto reduce the violence.

To leave no doubt as to their longer-range intentions in Southeast
Asia, the netions represented at Manila alsc declared that: "Allied
forces are in the Republic of Vietnam because that country is the object
of eggression and its government requested support in the resistance of
its people to aggression. They shall be withdrawn, after close consulta-
tion, as the other side withdraws its forces to the North, ceases infil-
tration, and the level of violence thus subsides. Those forces will be
withdrawn as scon as possible and not later than six months after the
above conditions have been fulfilled".

At the President's direction, the policies and objectives of the
United States Government with regard to the conflict in Vietnam hed been
stated by Ambassador Goldberg at the United Netions last September. Among
the points he made were the following:

Ours is a strictly limited esim,

We are not engaged in a 'Holy Wer' ageinst Communism,

We do not seek to establish an American empire or a
'sphere of influence' in Asia,

We seek no military bases, no permanent establishment
of troops, no permanent American 'presence' of any kind in
South Vietnam.

We do not. seek the overthrow of the Govermment of North
Vietnem,
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We do not seek to threaten any legitimate interest of the
people \of China,

We do not ask of North Vietnam an unconditional surrender
or indeed the surrender of anything that belongs to it; nor do
we seek to exclude any segment of the South Vietnamese people
from participating by peaceful means in their country's future.

Let me say affirmatively and succinctly what our aims are.

We want a political solution, not e military solution, to
this conflict. Similarly, we reject the idea that North Viet-
nam has a right to impose a military solution.

We seek to assure the people of South Vietnam the seme
right of self-determination -- to decide their own political
destiny, free of force -- that the United Nations Charter
affirms for all, ‘

And we believe that reunification of Vietnam should be de-
¢ided upon through a free choice Wy the peoples of both the
Nerth and South without outside interference, the results of
which choice we are fully prepared to support.

These, then, are our affirmative aims. They contain
nothing that conflict with the true interests of any party
involved.

Cur own tireless search for pesce in Vietnam continues. We have
called again and again for negotiations toward a settlement, but in
spite of all efforts there is no sign as yet that Hanoi wants to end
the fighting. The President has said that we would welcome unconditional
discussions, and that the Viet Cong would not have difficulty being repre-
sented and having their views presented if Hanoi decided to end its
aggression. The North Vietnamese, spurning all offers to talk, continue
to demand not only withdrawsl of U.S. forces from South Vietnam and an
end to acts of war against the North, but also the settlement of the
"internal affairs of South Vietnam .., in accordance with the progranm
of the NFLSVN" -- the National Front for the Liberation of South Vietnam.
These demands are unacceptable; we cannot ask that the lives and destinies
of the pecple of South Vietnam be placed in the hands of the very aggres-
sors responsible for the thousands of kidneppings, murders, assassinations,
and terrorist bombings we have seen in South Vietnam over the years.

The most recent effort by the United States to move toward peace
in Vietnam was our December 19, 1966 request to the Secretary General
of the United Nations to teke whatever steps he considers necessary to
btring about discussions which could lead to a cease-fire. We have also
said that we would end our bombing of North Vietnam upon receipt of
assurances -- public or private -- that there would be a reciprocal action
by the other side. But the Communists have rejected all ocur offers and
their eggression goes on. '
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Nevertheless, we are agreed with the people of South Vietnam and
with the other Free World nations aiding in the defense of that country
that we must be as determined in our search for peace as we are in our
efforts to thwart aggression., :

Within South Vietnam, there have been a number of favorable develop-
ments in the political scene during the last 18 months. The Government
has successfully ridden out a series of crises; it has shown an sbility
to fashion reasconably acceptable compromises of troublesome issues; and
the military and civilien leaders have demonstrated an increasing willing-
ness to work together. Most important, e Constituent Assembly has been
elected, a constitution will be proclaimed shortly, and nstional elections
should follow later on this year. Finally, the improved military situstion
adds generally to a better political climate.

However, South Vietnam is still plagued by impeortant political wesk-
nesses: divisive regional animosities, religious emmities, civilian-
military rivalries, low levels of administrative competence, political
obstacles to economic reforms, and factionalism within the military.

Over the next year, crises are bound to occur, particularly as the process
of developing a constitution and moving toward a more permanent form of
government unfolds, No assurance can be given that some crisis might not
threaten the political progress made to date,

Economically, the picture is considersbly brighter than it was six
months ago. Thanks in part to the currency devaluation decision of the
Vietnamese Government taken last June to check growing inflaticnary
pressures, those pressures have remained within manageable bounds.
Efforts to control U.S. and Vietnamese Government piaster expenditures
are meeting with some success. As a result, inflation in 1967 should
be held in check better then in the previous year. Nevertheless, the
cost of living during 1967 may jump by &s much as 20 percent and possi-
bly more. Other important economic problems stemming from the war and
the developing nature of the economy will remain. Further strong actions
will be necessary to build and masintain econcomic stability and strength.

The future of Laos continues to be intimately tied to the cutcome of
the strugzle in Vietnam. Any settlement that is ultimately mede in Viet-
nam must take into account the magnitude of North Vietnamese intervention
in Laos. If the North Vietnamese were withdrawn from Laos, the Royal Lao
Government could cope with the threat posed by the Pathet Lszo,

Aside from this problem, the prospects for the preservation of the
independence of lLaos are reasonably favorable. Notwithstanding the
conflict, the attempted coups and essassinations, and the severe finan-
cial dislocations, the situation in Lacs four years after the Geneva
Settlement of 1962 is better than almost anyone expected at the time
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the Accords were signed. Except for Mainland China and North Vietnam,
foreign support for the framework of the 1962 Settlement has continued.
Despite the Pathet Lao's nonparticipation in the tripartite coalition
govermment since 1963, and despite Communist subversion and aggression
involving substantial direct North Vietnamese participation, the essen-
tial forms of the Geneva settlement have been preserved.

The area and population free of Pathet Lao control have been ex-
tended. Although fighting wes renewed in 1963 and has continued since,
and although there is no eclear demercation of zones, the overall military
situation has been stabilized and, on balance, the chances seem better
than even that it will remain so. Most importantly, the Mekong Valley
buffer to Thailand has been preserved without direct U.S. or other
foreign intervention.

Compared to 1962, the personal position of Prime Minister Souvenna
Phouma has been strengthened. He remains openly dedicated to his coun-
try's neutrality. The Royal lLao Government's continued ability to defend
against the Pathet Lac and the North Vietnemese and to maintain the
political stability which is required if this defense is to be effective,
depends largely on continued military and economic assistance from the
United States. In response to the Prime Minister's requests, Lacs has
been provided with the assistance needed to carry on its struggle on
both the military and econcmic fronts.

The presence of U,8. forces in nearby Thailand contributes directly
to the war effort in Vietnam. The great majority of the almost 35,000
U.S5. military personnel in Thailand are there in support of our military
efforts in Vietnam. The Government has welcomed them because it feels
that the outcome of the war in Vietnam is wvitel to Thailand. And, in-
deed, Thalland has agreed to commit 1,000 troops to South Vietnam in
support of the Free World effort there, Bases in Theiland from which
cur forces operate are generally closer to North Vietnam then those in
South Vietnam; the effective range of our aircraft is thereby extended,
damaged aircrafi are able to meke safe landings not otherwise possible,
and air rescue operations for our downed pilots can be carried out in
minutes. Moreover, Thailand has proved to be a relatively secure base
area for such operations. '

There is no question but that Peking and Hanoi are attempting to
foment insurgency in Thailand, They have openly stated that to be their
objective, Training schools for Thai cadre have been run in North Viet-
nam, as well as in Red China, since at least 1961l. China sponsors the
so-called Thai Patriotic Front whose leadership resides in Peking and
whose clandestine radio, "The Voice of Thailand", is located in southern
Chine. Terrorist bands in the poor and remote northeast work to intimidate
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the villagers through armed propagand: mer-hings and selective assassi-
nation. Although the rmumber of terrorists is still small -- probably

around a thousand -- they provide a potential base for a major insur-

gency effort. .

This tlreat to internal security is recognized by both the Thai
and the U.S5. Governments. The Thal Government- over the past sever:]
years has undertaken, with our support, many propgrams to strengthcn il
links to the people, particularly in the more remote areas, and to
prove their well-being and security. Our basic approach to the inmue-
gency problem is to help the Thais help themselves. Indeed, Thailand
has not asked that we undertake their task of defense against insurgency,
nor have we offered to assume this responsibility.

Cambodia, having severed-diplomatic relations with us in early 1965,
has wavered in its relations with Peking and Hanoi and the West. Earlier,
Cambedia maintained a neutralist position, leaning toward Hanoi and
Peking. Cur firm stand in Vietnam and the growing solidarity and con-
fidence of the free Asian and Pacific nliong, lwwever, have had an
effect on Cambodian policies. There now are indications that Cambodia
may be reevaluating its position. The resulting "neutrality"” may be
mere favorable to Free World interests.

Cambodia has also expressed sympathy for the Viet Cong but han
publicly stated that, in accordance with Cambodia's policy of neutr:lity,
no logistic support will be given them. Despite such statements, we have
evidence that materiel and personnel for the Viet Cong have mone throurh
Cambodia and that the Viet Cong frequently use Cambodia as a suiv i
and a source of supply, primarily for large quantities of rice. Unsutls-
factory as it is, the present situation is preferable to having Orwd ~dia
an active belligerent on the North Vietnamese side or having tl.. -

Cong enjoy free use of the whole of Cambodian territory. We tiwu ..o
wish to continue to avoid, if possible, any action that would preclude
an improvement in relations between Cambodia and the U.S., or that would
threaten to expand the war in Scuth Vietnam inte Cambodia, We are pre-
pared, of course, tc do whatever is clearly required for the self-defense
of our forces fighting in South Vietnam. '

In Burma we find a military regime trying to cope with continuing,
sporadic insurgency as well as with continuing economic dislocations
caused by the Government's efforts to socialize commerce and industry.
Despite Chinese and Soviet efforts to influence Burma to take a more
active anti-Western role, the Govermment has stuck to ifts neutral posi-
tion -- avoiding public criticism or public support of ocur policy in
Vietnam and trying to stay aloof from international issunes not directly
affecting Burma.
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Indonesia has undergone a major trensformetion in its government and
in its internmationel orientation during the past 15 months. The failure
of the Commumnist-backed coup on 1 October 1965.was followed in March 1966
by the Indonesian Army's decision to move against Sukarno's leftist
government. In July 1966, the Army forced Sukarno to agree to & new
moderate government that would do something about the chaotic economic
situation. This new Govermment, headed by Genersl Suharto, agreed in
Avgust to end the confrontation with Maleysie and rejoined the U.N. in
September. In response to an urgent request for economic assistance,
the U.S. made availeble a limited program of short-term emergency assist-
ance, and in December 1966 Indonesis's creditors agreed, in principle, to
reschedule her huge foreign debt in order to give the new government time

- to put its economic house in order.

Our policy toward Indonesia is to support the new Government's
determination to devote its attention and talents to its netion’'s mas-
sive economic and social problems and to improve its reletions with
neighboring states., A military assistance program of $6 million for
FY 1958 is being requested to assist the Indonesian armed forces in civic
ection projects that support the Govermment's civil rehabilitation pro-

gram,

Following the secession of Singapore from Malaysia, the two countries
have gradually reelized the need for friendly reletions and economic
cooperation with each other and with their neighbors. Although Malaysia
and Indonesie have agreed to end the military confrontation, there is a
continuing requirement for a Malaysian defense force adequate to meet
the threat to intermal security. We zre continuing the present military
training program and have concluded a credit sales progrem involving
purchases of up to $4 million in equipment for the Malaysian Armed Forces.
Negotiations on further sales of military equipment ere now underway. We
have made it very clear, however, thet we do not desire or intend to sub-
stitute & U.S. rilitery commitment for the Commcnwealth's over-all re-
sponsibility for the security of Maleysia and Singapore.
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As the Vietnam conflict progresses, we have come to appreciate
more than ever the strategic position of the Philippines and the impor-
tance of U.S. bases and facilities there. In this regard we have re-
ceived excellent cooperation from the Philippine Govermment and we have
continued efforts, illustrated by the Rusk/Ramos agreement of September 6,
1966, to update our military base egreement with the Philippines to
eliminate some remaining irritaents, President Marcos, who assumed office
on December 30, 1965, has taken steps to deal with the nation's domestic
problems, including internal security, and hes taken 2 significant in-
terest in regionel security matters. As evidenced by his September 1966
visit to the U.S. and his role in the Menila Conference, President Marcos
desires to maintain close ties with the U.S., end under his leadership,
the Philippine Government has sent & 2,000-man civic action group to
Vietnam, -

Our firm allies, Australia and New Zesland, continue to make signi-
ficant contributions to the collective security and to economic develop-
ment in the Fer East. They constitute 2 continuing element of stgbility
in the South Pacific area and have contributed not only to the defense
of Malaysia but also to the defense of South Vi

Although their

population and resource bases are limiied, we look to these nations, and

particularly Australia, to aessume a growing share of the responsibility
for the security of Southeast Asia in the coming years.

In the military procurement field, Australia and New Zealand con-
tinue their close cooperation with us to the mutual benefit of all
perties, We share facilities and colleborate on scientific ventures
in a numkber of fields having hoth militery and non-militery applications.
Our scientific progrems in Anterctica also continue to benefit from velu-
able support by New Zesland.

3. Northeast Asis

The situation in Japen, the Republic of Korea, and the Republic of
Chine has been characterized by internel stability, economie growth,
some progress toward multilatersl cooperation, eand continuing concern
over the threat posed by Red Chine, Japan can be expected to play an
increasing role in the Fer East. ' The GRC remeins a staunch ally. Korea
has became a major partner of the U.S. and South Vietnam in the Vietnam
conflict., A1l are tied to us by bileteral treaties which are vital to
their security and which help to deter any renewed aggression in the
erea.
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Over the past year there has been & substantial increase in the dis-
cussion of security and defense issues in Japan

Jepan's econcmy has recovered from its recession and has resumed
its spectacular econamic growth. The Japanese have been playing an in-
creasingly active role in Asian economic and political affairs, & trend
which we welcome since it can make e substantial contribution to over-

2]l Asian securlty.

In the case of Korea, its direct participation in the Vietnam war,
its sponsorship end hosting of the Asian and Pacific Council, its rati-
fication of the Status of Forces Agreement with the United States, and
President Park’s perticipation in the Manils Conference are its major
internationel accomplishments during the last year. They are Indicative
of Koree's continuing political development end her expanding role in
regional cooperation. The Korean economy is alsc meking impressive
progress with the result that the level of our economic assistance has

' been gradually declining. .




The military threat from North Kores remains substantial; contimued
violaticns by the North Koreans of the Demilitarized Zone attest to their
militency. The Red Chinese capability for reintroducing forces into the
Korean peninsuia cannot be ignored. The United States forces in Korea,
together with our substantial military essistance to that country's
military establishment, are still important to the security of Korea and
to stability in the area. Some 46,000 Koreen troops, including two full
combat divisions, are now in Vietnem fighting side by side with our own
forces and the South Vietnamese. This contribution attests to the value
of cur past assistance, both economic and military.

The Republic of Chine remeins more directly menaced by Peking's
eggressive designs than eny of Red China's other neighbors. Our bilateral
security commitment to the defense of Taiwan and the Pescadores remsins
vital to the survival of the Govermment of the Republic of China,

Although the Chinese Nationalists have been increassingly successful
in improving their military supply system, meintaining their equipment
and bearing an increasing share of their own defense costs, we will have
to continue to supply them certain types of military equipment which
cannot be produced locally. With respect to economic assistance, however,
we were sble t0 terminate our help to Taiwen in mid-1965 as & result of
that country's great econamic progress, a direct conseguence of cur
eeriier aid programs. Indeed, Teiwan's economic progress represents one
of the most outstanding success stories in the less-developed world.

4., South Asise.

The tensions in South Asie have subsided scmewhat over the past
yeer and we are hopeful that both India and Pekistan will concentrate
increasingly on their overriding problems of economic and social develop-
ment, We hope, too, that both governments will teke meaningful and
necessary steps to improve their relations.

Red China's objectives in the sub-continent remein the same: to
establish itself as the major politicel influence in the area; to ex-
ploit Pekistan's and India's differences in order to weaken and divide
the sub-continent; to prevent or deley the development of a strong,
unified India; and to minimize United States and Soviet influence,




We recognize the need of both India and Pakistan to meintain ade-
quate armed forces and, indeed, have in the past contributed to the
development and maintenance of these forces. -However, we suspended our
military assistance to both countries during the 1965 Indo-Pakistan
hostilities and, since that time, have sold only modest emounts of non-
lethal military equipment to them. We are not now proposing to give
grant assistance to either country in the coming fiscal year, but we
" may wish to offer training in the United States to a few officers from
both India end Pakistan.

United States inbterests in Nepal stem from our larger interests. in
the sub-continent. Chinese control of Nepal would clearly pose & strate-
gic threat to India. We have astiempted wherever possible to foster '
mutual cooperaticn between Indie and Nepal, particularly with respect
to security srrengements. We hope to itrain several Nepalese Army offi-
cers in the coming fiscal year. :

In Afghanistan, the Govermnment is continuing its efforts to insti-
tute political end sociael reforms, but progress is inevitably slow. )
The objectives of our limited militery assistance efforts in this coun-
try are to provide a nucleus of Western-oriented officers in the Afghan
military esteblishment and to offset somewhat the influence of Soviet
advisors and technicians. °

5. Neer and Middle East
The Near and Middle East remein of special strategic signficance
to us because of: (1) the "forwaerd defense" role of Greece, Turkey,

and Iran; (2) the position the area occupies as a political, militery,
and economic “crossroads"; and {3) the important resources found in
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this part of the worlé, The three "forward defeuse” countries stand
between the.Soviet Union and the werm weter ports and oil resources
of the Middle East. They provide essentisl facilities to us for in-
telligence, overflight, and staging purposes and their military forces
provide valuable supnlenments to our own military cepabilities.

The most important potential military threat to these three coun-
tries continues to be from the Soviet Union and the Warsaw Pact forces,
Qur substantial military assistance to Greece, Turkey, and Iran over
the past twe decad:s has Leen & mejor factor not only in discouraging
a Soviet attack on these three countries but also in erecting a barrier
against subversive aggression., All three, and particularly Greece and
Turkey, will continue to need some grant military assistance.

South of Turkey and Iran, the area is under constant tension re-
swlting from two basic causes, tue Arab dispute with Israel and the
power struggle among some of the Arab states themselves., The danger
inherent in the Arab-Israeli dispute was underscored last November when
the Israelis, in retaliation for a long series of guerrilla attacks from
across their borders, struck with regular forces agsinst a Jordanian
village. This act so unstsbilized the slreedy precarious situation that
we were forced to move promptly and provide some additional military
assistance to Jordan tc helr insure the stability of the Hussein regime.
We hope that this and cochier diplomatic acticns we have taken will gquiet
down that particular crisis but any basic improvement in the Arab-Israeld
situation is still in the distant future,

The contest for power among the Arab states is sparked primsrily
by the UAR but is encouraged by the weakness of several of the states.
This is seen, for example, in the internal political strains in Syria
and the civil war in the Yemen. There was some hope last year that
the war in the Yemen cculd be terminated quickly, following an agree-
ment in August 1965 between President Nasser and King Faisal. Both the
JAP ané Saudi Arabia were tc cooperate in tramoting a Yemeni plebisecite
to determine the future govermrszut of that covntry, The UAR was to
begin withdrawal of its troops and Saudi Araebiz nas to stop supporting
the Royalists. Although ruwait has spent an active year as a mediatcr
between the twe countries, the prospects for implementation of this
agreement are s5till very uncertain,

The USSR, and to some extent the Red Chinese, have continued their
efforts to extend their influence in the Arab world by providing mili-
tary and economié¢ aid. Since 1955, the Soviet Union hes provided sub-
stantial quantities of military equipment to the UAR, Syria, Iraq, and
Yemen, thus upsetting the military belance in the area, The United
States has traditionally sought to avoid becoming a principsl militery
supplier for any of the Nes» Eastern countries, but Soviet action has
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forced us to supply certain defensive weapons to selected countries in
the area, including Israel, Lebanon, Saudi Arsbia, and Jordan. Except
for Jordan, our arms have generally been provided on & sales basis;
and in each instance, we have sought in consultation with other coun-
tries, primarily the United Xingdom, to supply only the minimum neces-
sary to meet the legitimate needs of the recipients and thereby prevent
.dangerous imbalances. ’

6., Africa

During the past year, Africa witnessed a continuation of the in-
stabilities and viclence which can be expected to characterize the con-
tinent for the indefinite future: -coups in Burundi, the Central African
Republic, Upper Volta, Nigeria, Ghana, and Uganda; border disturbances
between Somalia and Ethiopia, Somalis and Kenya, Chad and Sudan; insur-
gency in the Portuguese territories, Ethiopia, Rwanda, Sudan, and Congo
(X); tribal violence in Nigeria; increased military build-ups and ten-
sions in the Maghreb and the Horn; extended or continued Commmunist
influence in Algeria, Burundi, Congo (B), Guinea, Mali, Scmalis, and
Tanzania. o

Two recent major developments have resulted in United Nations in-
volvement in southern Africa. Flrst, the United Netions General Assembly
edopted a resolution terminating the Republic of South Africe's mandate
- over South West Africa and establishing an ad hoc committee to recommend
practical means by which South West Africa should be administered.
Second, following the United Kingdom's unsuccessful efforts to restore
constitutional government in Southern Rhodesia, the matter was taken .to
the United Nations Security Council for action in the form of selective
mandatory economic senctions.

It is unlikely that African expectations for the easrly establishment
of majority rule and independence in Southern Rhodesia, South West Africa,
and the Portuguese territories will be met. We therefore may anticipate
pressures by the Afro-Asian nations in the United Wations for increasingly
severe measures under U.N. authority, including the use of force in the
form of blockade or otherwise, We have made it clear that ocur policy is
to avoid active military involvement in Africa, and we will exert all of
our influence to achieve peaceful resolution of these problems.

Commnist efforts in Africe at present are heving their greatest
impact on U.S. security interests in the Maghreb and the Horn. These
are the areas of Africa of most immediate strategic concern to the U.S,
=~ North Africa on the southern flank of NATO, and the Horn, at the
epproaches to the Red Sea. Alsc within these areas are a vital U.S.
communication facility in Ethiopia, an important facility in Morocco,
and Wheelus Air Bese in Libya.
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In the Horn, the Soviets heve provided significant amounts of equip-
menit to Scmalia, thereby heightening Ethiopa's and Xenya's concern about
Somalia's claims to large sections of their countries., Scmeli-supported
insurgents already pose significant internel security problems for both
these countries. Furthermore, we expect tensions in the Horn to increase
as & result of further Soviet and UAR efforts to extend their influence
in the esrea. For the Soviets, the Red Sea route is important to the ex-
pansion of their econcmic ties with a major portion of the underdeveloped
world and to the extension of their political influence in countries

bordering the Indian Ocean. The gradual withdrewel of U,.K. forces, in-
cluding their scheduled departure from Aden in 1968, and uncertainty as
to the French position in French Somsliland following the referendwm
scheduled for this April, could creete a political-military vacuum in
an ares into which the UAR and Soviets are already moving. We hope,
however, that our present grant military assistance program in Ethiopia
will both promcte the stability of that friendly regime and ensure the:
continued use of our commnication facility there.

Te Latin America

In Latin Americe our primery goel is to promote the sociel, economic,
and political development of our sister republics so that their people
cen live in peaceful, prosperocus societies. While progress is being
made, thet goal is fer from being achieved., Social tensions, unegual
distribution of land and wealth, unstable econcmies, and the lack of
broadly besed political structures create a prospect of contimuing in-
stability in meny parts of Latin America. In e mumber of countries,
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a wide gap yawns between expectations and realities, in terms of social
status, economic well-being, and political aspirations. The rising cost
of living and the insistent desire of the bulk of the population to
improve their inadequate living standards give further impetus to the
underlying sccial and political tensions.

The answer to these problems, if one is to be found, lies in the
success of the Alliance for Progress, to which we and ouxr Latin Ameri-
can friends sre devoting so much of ocur resources., However, if the
goals of the Alliance are to be achleved, law apd order must be main-
tained., Accordingly, our military and police assistance programs for
Latin America contimue to be directed to the support of internal securi-
ty and civic action messures. We have sought with considerable success
to avoid diversion of resources and manpower to the creation or support
of unnecessarily large or scphisticated military forces, both to fore-
stall an arms rece among Latin American countries and to ensure that
their limited resources are applied to social and economic objectives.
Cur FY 1967 Latin Americen military assistance grant aid programs total
about $55 million and our police assistance programs ebout $5-7 million.
In contrast, our programs for economic assistance aversge over $1 billion
& yesr -- more than 15 times the amount we allocate for security programs.

It is highly unlikely that eny Latin American country will face a
direct military attack from any nation outside the hemisphere or from
Cuba, The principal external threet to Latin American countries comes
in the form of materiel and leadership support of internal subversion
and insurgency. The Cuban govermment, for example, has trained sbout
5,000 young people from other parts of Latin Americs in revolutlonary
ideology, guerrilla warfare, and terrorism. The Commmnist Tri-Continental
Conference -- held in Havens in January 1966 and attended by delegations
from sbout 80 countries, including the Soviet Union and Red China -~
established a permanent organization to provide support, oh a global
basis for so-called "national liberation" movements, particularly those
which had already reached the fighting stage. The Communist perties
- in Latin America lncreesingly stress the creation of broad populer
"anti-imperialist” fronts, They continue their efforts to penetrate
student and other intellectual groups, to control organized labor, and
to organize the peasants.

A number of bilateral border disputes in the Hemisphere also remain
to be solved. The Argentine and Chilean governments have recently re-
solved, in part, their border differences by arbitration, but the Peru-
Ecuador and Venezuela-Guyana border issues remain troublesome. Hemis-
pheric harmeny will continue to.be endangered as long as these disputes
remain unresolved, and asll the nations in the Hemisphere have an interest
in their peaceful settlement,
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The principle that mutual sssistance and self-help are essential
to social and economic development hes received broad acceptance by
our Western Hemisphere neighbors. The Act of Rio, adopted by the
Second Inter-American Conference in November 1965, called for a Third
Special Inter-American Conference to consider guidelines for emending
the Charter of the Organization of American States (0AS). These pro-
posed amendments are intended to strengthen the Organization through
structural changes, and to incorporate in the Charter the basic princi-
ples and concepts of the Alliance for Progress. The amendments would
alsc give to the Council of the OAS the necessary powers to move more
effectively in the settlement of disputes. The Third Special Inter-
American Conference is now scheduled to be held in Buenos Aires in

February 1967.

In addition, the Summit Meeting of American Presidents, scheduled
for April 1967, should give new impetus to the Alliance for Progress and
strong support at the highest level for desling with economic and socecial
problems throughout Latin America. The agenda for the meeting, although
not  firm, will probably include such important subjects as agriculture,
education, trade, and economic integration. We hope that arms limitation
(such as a regional agreement not to acquire sophisticated weapons) will
also be considered. Flowing from these and other actions, we anticipate
increased hemispheric solidarity and improved economic progress in the
future,

8. Europe and the NATO Area

Western Europe remains the most important single grouping of netions
with which the United States is intimately and inevitably associsted.
Everyone, including the Soviets, understands clearly that for any hostile
power to attempt to dominate or control Western Eurcpe's 350 million
people, immense material resources, and strategic positions would be to
strike directly at the wvital interests of the United States, It is
equally clear that their intimate association and alliance with the
United States best enables the other members of the North Atlantic Treaty
to protect themselves, thelr security, and their freedom from pressure
and coercion. These fundamental considerations far surpass in importance
any matter of formal treaty arrangements or the kinds of current issues
which cccupy ocur dey to day attention.

I can report that in many respects NATO has made much progress in
the past year. Despite repeated assertions that the Alliance is in
erisis, the fact is that it has been adjusting in & very effective way
to changing times and circumstances, adapting its orgenization and
procedures so as to preserve an effectiwve collective security system.
Before discussing NATO's activities during the year, it may be well to
summarize the general trends of political events in Europe.
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There are clear signs of change in Europe., Currently, cur NATO
allies are wreassessing their individual and collective military situa-
tions, the nature and extent of the threat which potential Soviet
aggression now presents, whether the Alliance needs to be changed in
order to teke advantage of the emerging political fluidity throughout
Eurcpe, and the search for peace in Europe., I believe that theilr con-

- clusions are not very different from our own. They believe, as we do,
that the Allisnce remsins necessary, but that it should not be an
cbstacle to bridging the present dividing line through Eurcpe.

Clearly, the maintenance of a strong and effective Allied militery
posture is not in the least inconsistent with a vigorous search for new
~ways to shift from the passive concept of peaceful co-existence to what
President Johnson has called "the broader vision of peaceful engagement'.
Rather, NATQO's strength is in large measure the reason why these new
possibilities are beginning to open before us., The United States will
work with its Furopean allies in searching for opportunities for peace-
ful engagement with the eastern half of Europe.

One of the strongest reasons for the continuation of the Alliance
is Germany. That nation stands now, as it has for some 20 years, at the
heart of the Alliance and the security concerns of Eurcpe generally. It
is the Alliance that has kept the Federal Republic of Germany free, and
it is in large degree through the Alliance that the Federal Republic has
resumed a peaceful and harmonious relationship with her neighbors in
Burope. And it is the Allisnce that has made possible a German contri-
bution to the defense of the West in a degree sppropriate to her re-
sources. .

It is the Alliance that permits, through the presence of Allied
forces in Germany, both the collective defense of Western Europe and the
manifestation of the continuing obligetion of the Allies for an ultimate
peace settlement in Central Europe and for the reunification of Germany
itself.

NATO thus can pley a vital role in the political evolution that is
beginning in Burcpe. It provides the framework of defense which makes
possible the search for new political solutions without endangering the
security of the member nations. It can continue to contribute both
militarily and politically to the strengthening of the bonds which hold
the Atlantic Community together.

The events of last year give reason for encouragement concerming
the vitality and cohesion of NATO. France has withdrawn its forces from

NATO command and has requested that NATO forces be removed from France.
At the same time, the French Foreign Minister has reaffirmed France's
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intention to remain a party to the North Atlantic Treaty beyond 1969;
and France is continuing to partieipate in some Alliance activities.
The other fourteen members ere determined to maintain NATO institutions
and are managing the adjustments within NATQO go as to maske possible
coordination with France, including military lisison arrangements. At
the invitation of the Belgian govermment, the North Atlantic Council
and the Supreme Headquarters, Allied Powers in Europe (SHATE) are
moving to that country, as is the Military Commiitee, which has been
here in Washington. The Headgquerters, Allied Forces Central Europe
(AFCENT) is moving to the Netherlands. The NATO Defense College has
moved to Rome and has resumed operations after only a few months inter-
ruption. '

The relocation of U.S. facilities from France has proceedéd with
equal smoothness. The headquarters of the U.S5. European Command (EUCOM)
will shortly be established in Stuttgart, Germany. Our Air Force units
heve been or are being relocated either to the United Kingdom or to the
continental United States, from where they will continue to be available
in support of our NATO commitments. In the main, our stocks end depots
are being relocated elsewhere in Eurcpe, principally to Germany and the
U.K.

The Alliance has taken this opportunity to undertske some needed
streamlining, reforms and economies, Several echelons in the higher
NATO military structure have been eliminated by the abolition of the
Standing Group and of two subordinate headequarters -- Allied Land
Forces Central Europe and Allied Air Forces Central Eurcpe, The staff
support for the Military Committee has been strengthened and 1ts direc-
tion streamlined. A substantisl reduction in personpel strength is being
made in SHAFE, .

I should add s word about our relations with the Government of France.
We would, of course, have preferred s different attitude on her pert,
but there is nothing to be gained for us or ocur Allies in debating the
vosition of the French Govermnment, We continue to welcome France's
participation in those Allisnce activities in which she hes an interesti
and to which she is willing to contribute., There is much constructive
work to be done in the Allience, and it is to this positive aspect of
~the situation that we should address ourselves.

There are two main sreas in which constructive actions can be
taken; one is primerily military and the other primasrily political, but
with the most far-reaching security implications.

With regard to the first, a major change in attitude and substance
has begun to occur in the menegement of the Alliance's defense forces.
The Alliance has begun the process of effective force planniqg, under
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which the member countries project their long range plans for defense
expenditures, jointly relate these plans to the military contingencies
they may face collectively, and attempt to design the most effective
forces that can be purchased and supported with the resources expected
to be available, Some important imbalances remain -- between ocur
country and the others, between one services' capabilities and those
of another, and between plans and resources -- but we are making
progress. In particular, NATO made substantial progress in the mnast
year in developing an Alliance-wide five-year progrem for planning

the size and composition of our forces as well as their equipment.
And, last July, the NATO Defense Ministers approved guidance under
which the NATO military authorities are to develop their force proposals
for the period beyond 1970.

A crucisl factor in this effort, it seems to me, is the increasing
willingness of the politically responsibile defense officials of the
various nations to take an active role in Alliance military matters.

Too often in the past, these officiels have not played a sufficiently
direct role in Alliance military planning, and have left the primary
responsibility to military authorities who did not have the political
or financial responsibility or authority. I am, therefore, greatly
encouraged by the growing direct participation of my colleagues in

the defense affairs of the Alliance, and I am hopeful that this partici-
pation will inecrease further in the future.

As you know, last autumn, President Johnson, Prime Minister Wilson,
and former” Chancellor Echard agreed on the need for a searching respprais-
al of the threat to our common security, of the forces required for de-
terrence and defense in central Eurcpe, and of the guestion of equitable
sharing of the defense burdens.

The importance of this study wes underscored by the difficulties
encountered by the United Kingdom in meeting foreign exchange costs of
its forces’ in various overseas theaters, including Germany, and by our
own balance of payments difficulties. A good deal of agreement has
already been reached in these talks, particularly with regard to the
nature of the threat and the general principles which should govern
the size and composition of the nuclear and conventional forces of the
Alliance in the Central Region, OSome differences still remein, however,
and fuller consideration needs to bte given to equitable sharing of the
financial burdens and to the implications of new technology, especially
that related to our rapidly growing strategic mobility. These issues
are now being systematically adddressed and proposals resulting from
the trilateral review will later be the subject of full consultation
with NATC as a whole.
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The real significance of all these activities, both in NATO and in
the framework of the trilateral review, is that the Allied Govermments
are making a systematic effort to relate strategy, forces, and financial
factors on a2 multilateral basis in order to develop a rational, coherent,
and realistic force posture for the Alliance as a whole.

The second major aspect of the management of the Alliance is the
mach discussed matter of nuclear strategy. Here, too, I am strougly
encouraged by recent events., For scme years we in the Alliance had
been engaged in a somewhat abstract debate, conducting our strategic
discussion too much in terms of generalities. Now we have entered a
period of far more mature consideration of these matters. In November
1965 the North Atlantic Council formed a Special Committee composed of
the Defense Ministers of 10 NATO nations to examine means of increasing
Allied participation in various aspects of nuclear planning and consul-
tation. We have examined and discussed the strategic nuclesr resources
and the tactical nuclear weapons of the Alliance, the potential circum-
stances and consequences of their use, and the way in which the Alli-
ance should organize to carry on future discussion of these subjects.
In February of last yeear the Nuclear Planning Working Group of this
Special Committee, consisting of five NATO Defense Ministers, discussed
the existing strategic nuclear forces and agreed that these are adequate
to deter a large-scale attack by the Soviet Union. In April last year
the same Ministers discussed questions related to tactical nuclear
weapons. They agreed that the mumber of such weapons is suffiecient in
quantity under present conditions, although the optimum mix couwld bene-
fit from a more detzailed study.

These preliminary substantive discussions were followed by recom-
mendations for a permanent organization to cerry on the work. This
organization was formally established in Paris last December. It con-
sists of (1) a Nuclear Defense Affairs Committee open to any NATO
nation willing to participate in its work; and (2) a Nuclear Planning
Group composed of seven Defense Ministers drawn from the full Committee,
The Nuclear Planning Group will perform detailed studies and prepare
policy proposals for consideration by the Nuclear Defense Affalirs
Committee, -

9. United Nations

Although the restoration of peace in Vietnem has continued to occupy
a major share of our attention, we are also vitally concerned with the
broader problems of peace throughout the world. To this end, we have
continued our support of the United Nations, which was created in 1945
to maintain international .peace and security. United Nations peace-
keeping forces are helping to preserve peace and security in the Gaza
Strip and in Cyprus. United Nations observers are performing similar
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functions in policing and supervising the cease-fire line in the Kash-
mir aree and in helping to maintain the effectiveness of the Armistice
Agreements plong the eastern borders of Israel.

Undoubtedly, greater use of United Nations peacekeeping abilities
would be made if it were possible to secure egreement among the major
powers on the methods of initiating and financing peascekeeping opera-
tions, Extensive discussions took place on both of these issues in the
21st General Assembly. No mejor new agreement was reached. Neverthe-
less, future peacekeeping operations will still be possible where the
interest of the major powers converge in damping down and containing
local conflicts, as was the case in the India~Pakistan dispute over
Kashmir in December 1965.

The United States will continue to provide logistic services,
notably airlift and communication support, for United Nations operations,
when appropriate. We are also prepared to explore the possibility of
equipping personnel of other countries for United Nations service and of
assisting in their training for U.N. duties. These steps would provide
tangible encouragement to other nations to earmark units for possible
United Nations service. '

Vietnem has been the subject of much discussion, both 1n the
Plenary Sessions of the General Assembly and behind the scenes at the
United Nations., It was placed before the Security Council at the
initiative of the U.S., both in August 1964 and January 1966. More-
over, the U.S. on September 22, 1966 solicited the further initiative
of any organ or member of the U.N. whose influence could help in the
search for peace in Southeast Asia., And on December 19, 1966, our
government asked Secretary General Thant to take whatever steps he
considered necessary to bring about discussions which could lead to
a cease fire,

Extensive arms control negotiations and discussions were conducted
within the United Nations forum during the past year, first in Geneva
by the Eighteen-Nation Disarmament Conference and the Legal Subcommittee
of the U,N. Quter Space Committee, and subsequently within the General
Assembly last fall. The most significant achievement was the treaty con-
cerning the exploration and use of outer space. Upon ratification, this
treaty will reserve the use of the moon and other celestial bodies ex-
clusively for peaceful purposes. It will prohibit the orbiting of wea-
pons of mass destruction, their installation on the moon, or their
stationing in outer space in any other manner. It will also prohibit
claims of sovereignty, and make celestial bodies open to all for
scientific exploration, This treaty represents the most important step
forwerd in arms control since the Nuclear Test Ban Treaty in 1963.

Discussions are continuing between the United States and the USSR

with respect to a nuclear non-proliferation treaty and the prospects for
agreement appear promising. Other arms control measures ccnsidered by
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the 21st General Assembly have been referred to the Eighteen-Nation
Disarmament Conference for further consideration when that beody re~
convenes in Geneve on February 21, 1967.

\ a
C. IMPACT OF THE DEFENSE PROGRAM ON THE BALANCE OF PAYMENTS

During the past year the progress that the United States has been
meking in its efforts to eliminate the troublesome deficit in its inter-
national balances of payments was arrested. By 1965, the overall "liquid-
ity" deficit was slightly over $1.3 billion, down substantially from the
$2.8 billion level of the previous year, and we were hoping for a fur-
ther improvement in 1966. However, we now expect that when final data
are available for that year, they will show that on a liquidity basis
the deficit was roughly the same as the year before. The chief factors
in this development were some deterloration on the trade account stem-
ming from the rapid domestic econcmic expansion during the period and
higher Defense expenditures abroad.

As you know, for many years the Department of Defense has been
making a vigorous effort to reduce the net impact of its program on the
U.S. balance of payments while still masintaining all necessary combat
capabilities and avoiding undue hardships for -the individual serviceman
or his dependents. The following table summarizes the results of this
effort over the FY 1961-66 period:

($ Billions, Fiscel Years)

EXPENDITURES 1961 1962 1963 1964 1965 1966
U.S. Forces and their Support
(Excl Incr in SEA Exp over FY 61) $2.5 $2.4  $2.4 $2.5 $2.3 -$2.4
Military Assistance _ <3 o2 «3 2 .2 .2
Other (AEC, etc.) .3 +3 3. el .1 .1
TOTAL $3.1  $3.0 $3.0 $2.8 $2.6 $2.6
RECEIPTS -.3 -.9 -1k -l.2 -1.3 -1.2
NET ADVERSE BALANCE
(Excl Incr in SEA Exp over FY 61) $2.8 $2.1 $1.6 $1.6 $1.2  $1.b
Increase in SEA Exp over FY 61) - - .1 .1 .2 7
NET ADVERSE BALANCE $2.8 $2.1 $L.7 1.7 $1.b $2.1

As you can see, between FY 1961 and FY 1965 we succeeded in reducing
the net adverse balance on the "Defense"” account by half, from $2.8 billion
to $1.4 billion. This reduction was achieved through a drematic rise in
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receipts from sales of U.S. military goods eand services to foreign coun-
tries, coupled with a successful effort to hold down oversess expendi-
tures in the face of substantial increese in foreign prices and wages
and in the psy of U.S. Defense Department personnel. For example, in
Purope the cost of living went up about 16 percent and wage rates rose
more than 30 percent. However, during FY 1966 the requirements of the
Southeast Asia conflict, together with a modest though, hopefully,
temporary decline in military sales receipts, combined to raise the net
adverse balence to $2.1 billion.

The major factor underlying fthis rise, of course, has been the war
in Vietnam, Military expenditures abroad are closely related to the
size of our deployments overseas. Between June 1965 and Jume 1966, the
total number of U,S. military personnel in South Vietnam rose from
59,900 to 267,500, an increase of 207,600, In addition, it was necessary
to underteke very large construction and logistics efforts in support of
operations in Southeast Asia, both of which added to the payments defieit.
These additional foreign exchange costs were not unexpected (once the
dimensions of our commitment there became apparent), and I reported to
you a year ago that the conflict might raise such costs several hundred
million dollars above prebuild-up levels; indeed, we ncw estimate that
there6were approximately $500 million of such additional expenditures in
FY 1966.

We recognized this threat to our balance of payments from the begin-
ning and we have taken extraordinary measures to minimize its impact.
Nevertheless, we must expect that the higher Southeast Asie deployments
planned over the next year and & half will inevitably cause our over-
seas spending to rise still higher in the months ahead. Indeed, it now
appears that Vietnam-related foreign exchange costs in FY 1967 will run
over $1 billion higher then the prebuild-up year of FY 1965.

In previous years I have described in some detail the Defense
Department's actions to limit the balance of payments effects of our
overseas programs, including:

1. The prompt withdrawal of U.S. forces from overseas areas
whenever changes in circumstances, our own capabilities,
or those of our allies permit such action.

2. A continuing review of the requirement for and the efficient
utilization of overseas installations with & view to elimin-
nating or consolidating these facilities in order to reduce
their costs to a minimum.
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3. Acceptance of up to 50 percent cost penalties (in some
cases more) in order to favor procurement of U.S. pro-
duced goods and services over those of foreign countries.
Through FY 1966, nearly $300 million of such procurement
was diverted to U.S. sources.

4, The virtual cessation of new off-shore procurement for the
Military Assistance Program. In FY 1966, expenditures for
such procurement were less than & third the FY 1963 level,

5. Efforts to encourage Defense Department perscnnel to reduce
their overseas spending and, conversely, to increase their
personal savings. .

6. Sharp curbs on the size of U.S. headquarters staffs abroad
and on the number of foreign national employees,

With the escalation of the conflict in Socutheast Asia, a number of
special measures have been added. For example, in the area of personal
spending, disbursement procedures were modified to make it easier for a
serviceman to leave his pay "on the books" or increase the size of the
allotment sent home., A most promising step was the enactment by the
Congress last August of the Uniform Service Savings Deposit Program
which authorizes interest rates of up to 10 percent to encourage savings
by servicemen coverseas., We have initiated a vigorous educstional pro-
gram to complement this new savings opportunity and the results to date
heve been most encouraging. Total deposits under this legislation in
the first three months (Sept.-Nov. 1966) totaled $23.4 million.

In the construction ares, special procedures have been put into
effect to minimize the balance of payments costs of our large building
program in Scutheast Asia, again with gratifying results to date. For
example, during FY 1966, only about one-fifth of the $372 million paid
our principal contractor in Vietnam entered the balance of payments.

The rest in effect was "returned" to the United States to buy American
goods and services, including transportation on U.S. flag vessels. Most
important, this was accomplished without impeding in any way the progress
of the construction work itself,

With respect to military receipts, the decrease in FY 1966 can be
traced almost entirely to the phasing of actual receipts from the Federal
Republic of Germeny, with whom we have had an agreement to offset U.S.
military expenditiures in that country. The basic agreement called for
the Germans to make payments in FY 1966-67 of $1,350 million for pur-
chagses of U.S. military goods and services required to meet their defense
needs, If half ($675 million) of these payments had been mede in FY 1966
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instead of only about $300 million, total military receipts would have
increased by about $300 million between FY 1965 and FY 1966 instead of
decreasing by over $100 million., (It should be pointed out that the
agreement did not specify that psyments were to be spread evenly over
the two-yesr period.) Despite certain budgetary and financing problems,
the Germans have told us that they will make every effort to live up to
their offset commitment and we have been holding extensive consultations
with them to this end. Since the British also have an "offset" problem
with Germany, the tri-lateral review, which I mentioned earlier, in-
¢ludes consideration of future financial arrangements.

With regard to our military sales program, I have the impression
that our pelicies and cobjectives in this area are not very well under-
stood, either at home or overseas. For example, allegations have been
made:

1. That we are forcing unwanted arms on countries.

2. That we are selling srms to countries which have no legitimate
use for them and which could better use their scarce resources
to improve the lot of their people.

3. That by indiscriminately selling arts, we are promoting the
arms race and undermining the peace.

4, That in some cases our military sales efforts are thwarting
the objectives of our own economic aid programs.

5e That our military sales efforts asre motivated primerily by
balance of payments considerations, abetted by the desire
for profits on the part of U.S. manufacturers.

All of these gllegations are false and are based on a misunderstanding
or lack of knowledge of the facts involved. I believe it would be useful,
therefore, to review briefly the background and origin of the present
foreign military sales program.

It has been widely recognized in our country, at least since the
Korean War, that the collective defense of the Free World required armed
allies, and somewhat more belatedly, that the internal security of most
countries requires some armed forces. Circumstances of history, in
particular the grestly weakened economic condition of most countries
following World War II, forced on the United States the role of major
armament supplier to the Free World. Accordingly, during the decade of
the 1950s, the United States had to meet the legitimate armament needs of
its friends primarily through a large grant aid program. Indeed, of the
$22 billion of U.S. military exports during the 1950s, $17 billion were
financed by Congressional appropriations.
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By the latter part of the decede, however, many of these countries
had become prosperous agein, enabling them to produce more of their own
arms or buy them abroad. At the same time, this rising affluence allowed
several of these countries to rebuild their monetary reserves. Also,
between FY 1957 and the end of FY 1961, the U.S. lost about $5 billion
of its gold holdings while its liquid liabilities to foreigners {which
represent potential claims on ocur gold) had risen from about $15 billion
to about $22 billion.

This increasing prosperity of many of ocur allies was reflected in
our military assistance policies. Grant aid by FY 1961 had already
declined from an average annual level of $2 billion-plus during the
1950s, to about $1.5 billion. Since FY 1961, this downward trend has
continued, with grant aid declining both sbsolutely and relatively.
Whereas in FY 1961, there were two dollars of grant aid for every dollar
of military sales to foreign recipients, by FY 1966 the ratio had been
reversed. Moreover, I think it is important to note that, in terms of
total value, U,S, military exports in the ten year period, FY 1962-71,
are not expected to be measurably higher than in the decade, FY 1952-61;
the big change will be the shift in the way these exports are financed
-~ from grant aid in the '50s to military sales in the '60s.

With this shift in emphasis from grant aid to sales, it was decided
to organize the latter on a more formal basis within the Department of
Defense, indeed, to meke it a separate program. The principal objective
of this foreign military sales program is, however, basically the same
as that of the grant aid program, i.e., to promote the defensive strength
of our allies in a way consistent with ocur overall foreign policy objec~
tives., Encompassed within this cbjective are several specific goals:

1. To further the practice of cooperative logistics and standard-
ization with our allies by integrating our supply systems to
the maximum extent feasible and by helping to limit prolifera-
tion of different types of equipment. '

2. To reduce the costs, to both our allies and ocurselves, of
equipping our collecitve forces, by avoiding unecessary and
costly duplicative development programs and by realizing
the economies possible from larger production runs.

3. To offset, at least partially, the unfavorable payments im-

pact of our deployments abroad in the interest of collective
defense.
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Three basic standards were established to govern the conduct of our
foreign military sales program:

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

2. We will never ask a potential foreign customer to buy any-
thing not truly needed by its own forces.

3. We will not ask any foreign country to purchase anything
from the United States, which it can buy cheaper or better
elsewvhere,

These standards are fully consistent with the spirit of the provision
added to the Foreign Assistance Act last year, which calls for the sales
program to be administered in such a way as to encourage reciprocal arms
control and disarmament agreements and discourage arms races.

With respect to the first two standards, each and every proposed sale
of U.S. arms and munitions is approved only after s thorough review of
the legitimacy of the requirement, of the recipient's ability to pay,
of its potential effect on the peace or stability of the area, and of all
the other foreign policy considerations involved. In addition to the
regular intra-govermmental coordination process, which is required in
any event under cur munitions export licensing procedures, another re-
view is performed where a significant arms sale is involved. This re-
view is conducted at the highest levels of govermment, and no sale is
approved until a positive determination has been made that, balance
of payments considerations aside, it is in our best national interest
and that of the country involved. I, myself, review all of the impor-
tant proposed sales and have, in fact, turned down many which did not
seem to be justified, even though they might have helped ocur inter-
national payments position., '

Indeed, with respect to most of the world, our sales pelicy is
essentially "negative', as evidenced by the fact that 90 percent of our’
sales are to the NATO and ANZUS countries and Japan. For example, ‘
although Iran indicated a desire last spring to purchase as much as
$500 - $700 million of additional arms and equipment, we believe that
this would seriously strain her economy and is meore than she needs for
internal security and a reasonsble external defense., As a result, we
have limited the new credit line recently approved for Iran to $200
million and divided it into four $50 million anmual increments. The
release of each of these increments must be approved by the President
after an annual review of the economic and other pertinent factors with
the Shah of Iran. In this fashion, we intend to ensure that these sales
continue to be in the best interests of both countries over the course
of the agreement, '
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In the case of Israel, ouwr recent alrcraft and tank sales were made
only to prevent creation of an arms imbalance in the aree. The sale of
aircraft to Jordan and a pending sale of HAWK missiles to Lebanon are
designed to preempt Soviet Bloe sales to those countries and help pre-
serve their current Western orientation. In the case of India and
Pakistan, only non-lethal items can be sold and these are subject to
specific policy level approval in each instance. We will not sell any-
thing to the Republic of China which would enhance its ability to mount
an invasion of the mainland. In the case of Latin America, we have re-
fused to make available at this time any advanced airecraft, such as the
F-5 -- even in the face of offers by other countries to do so.

In summary, although we sell arms abroad, we do s0 in a very respon-
sible manner and, in this foreign military sales program, I believe that
we have established all the necessary policy and administrative safe-
guards to ensure that this will continue to be true in the future.

The third standard -- i.e., that we never ask a foreign country to
buy anything from us which can be purchased more cheaply or better else-
where -- is similarly predicated on the primacy of the collective defense
principle. Our first concern is to raise the military effectiveness of
allied forces; if one ally can get more defense for his money by purchas-
ing from some cther source, then it 1s in both our interests for him to
do so. But the fact of the matier is that our own large military pro-
grams, and especially our leadership in military research and develop-
ment, does make the United States the lowest cost and most effective .
potential supplier to the Free World for a wide range of militery prod-
ucts. We must remember, however, that this canmnct, nor should it, be a
one-way street, We, too, must be willing to make some reciprocal pro-
curements abroad where foreign equipment is competitive in price, quality,
and delivery schedules. A good case in point i1s our agreement with the
United Kingdom under which that country will buy about $2 billion of
military equipment from us and we will buy about $325 million worth from
them. (We will also be "credited" with the $400 million of United King-
dom sales of military equipment to Saudi Arabia.) Nothing will be
bought from the United Kingdom under this agreement which could be
obtained at the same or better terms at home. Some domestic crities
have suggested that this agreement will result in the loss of business
to U.S. industry; as a matter of fact, the opposite is true and, in the
net, there will be a very sizable advantage to the U.S. economy.

During the period FY 1962 through FY 1966, the total program has
resulted in sales of $8.1 billion, with over $5 billion in cash receipts
glready in hand. In addition, we have outstanding sales commitments
smounting to about $3 billion. The list of equipment involved is domi-
nated by the kinds of sophisticated weepons systems which, as I pointed
out earlier, we develop and produce most efficiently: $1 billion of
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F-111s, $1.1 billion of F-4s, $1 billion of other aircraft, $0.6 billion
of POLARIS equipment, $0.6 billion of HAWK and PERSHING missile systems,
etc, Of the ill.l billion of sales and commitments, $8.2 billion ere
for cash and $2.9 billion are credit transactions, Of the latter amount,
$2 billion is being financed by the Export-Import Bank, $850 miliion
through the PForeign Militery Credit Sales Program, and a small amount

by private banks,

Over 80 percent of the sales and commitments to date have been
negotlated with seven countries: Austrelia ($749 million), Canada ($307
million), France {$367 million), Itely (?hga million), Japan ($291 mil-
iion), the United Kingdom ($2958 million), end the Federal Republic of -
Germany ($37h7 million), with the last two alone accounting for more
‘than 60 percent of the total. For the domestic economy, these sales
will witimately mean about 1.4 million man-years of employment spread
throughout the fifty states and over $1 billion in profits to American
industry. -

Over the next five years, we estimete that the countries of the
non-Comminist world will have legitimate requirements for substantial
amounts of new military equipment. Based on past experience, we believe
that many of these requirements can be most effectively met by purchases
from us., However, our ability to realize this potential will depend on
one major condition: we must convince cur allies that the U.S, militery.
sales program is not a threat to their long-range national interests.

This will not be easy; 1t is, however, a most important task which
we intend to pursue aggressively. Much of the solution to this problem
depends on how well American industry does its Job in selling qur mili-
tary products overseas. And, as I mentioned previously, we must be
willing, as a nation, to make military trade a "two way" street. For.
our part, the Defense Department will continue to take every opportunity
to promote cooperative logistics arrangements -- including cooperative
research and development efforts -- and to emphasize the important con-
" tribution which the sales program can make in furthering the objectives
of collective defense, )

Turning again to our internationsl payments position, for the near
term future, the prospects for any reduction in the net adverse balance
on the "military" account must rest on an increase in sales receipts,
and there are both practical and desireble limits as to how much relief
we can or should expect from this source. In Europe, we should be able
to make a net reduction in the size of ocur logistics support establish-
‘ment in the process of relocating from France, although there will be
some initial offsetting costs for the relocation itself, In the Far
East, we will face continuing high foreign exchange costs as long as
our Vietnam deployments remain large. '
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Let me assure the Committee, however, that despite our precccupa-
tion with the important national security objectives we are charged
with aceomplishing, we remain keenly eware of the burden that our over-
seas programs place on the nation's international balance of payments.
In this regard, we have no intention of relexing our efforts to make

that burden as light as possible.
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II. STRATEGIC FCRCES

In this section of my statement I will discuss the three major pro-
grams which, together, constitute the foundation of ocur general muclear
- war cagpabillities, the strategic offensive forces, the strategic defensive
forces, and civil defense. Because of their close inter-relationship and,
indeed, their interaction, it is essential that all three of thesé pro-
grams be considered within a single analyticel fremework.

A, THE GENERAL NUCLEAR WAR FROBLEM

During the past several years, in my annual appearances before this
Committee, I have attempted to explore with you some of the more funda-
mental characteristics of the general nuclear war problem and the kinds
of strategic forces which it involves. I noted that our general nuclear
war forces should have two basic capsbilities:

"1l. To deter deliberate nuclear attack upon the United States
and its allies by maintaining, continucusly, a highly reliable
ability to inflict an unacceptable degree of damage upon any single
eggressor, or combination of aggressors, at any time during the
course of a strategic nuclear exchange, even after absorbing a -
surprise first strike.

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

The first capsbility we call "Assured Destruction" and the second
"Damage Limitation"., The strategic offensive forces =~ the ICEMs, the
submarine-launched ballistic missiles iSLBMsi, end the manned bombers =--
which we usually essociate with the first capability, can also contribute
to the second. They can do so by attacking enemy delivery vehicles on
their bases or launch sites, provided they can reach those vehicles be-
fore they are launched at our cities. Conversely, the strategic defensive
forces =-- manned interceptors, anti-bomber surface-to-sir missiles, anti-
halligtic missile missiles == which we usually associate with the second
cgpability can alsc contribute to the first. They cen do so by success-
fully intercepting and destroying the enemy's offensive weapons before
they reach our strategic offensive forces on their bases and launch sites.

As long as deterrence of a deliberate Soviet (or Red Chinese) nuclear
attack upon the United States or its allies ig the overriding objective
of our strateglc forces, the capability for "Assured Destruction” must
receive the first call on all of our resources and must be provided re-
gardless of the costs and the difficulties involved. "Damege Limiting”
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programs, no matter how mich we spend on them, cen never substitute for
an Assured Destruction capebility irn the deterrent rcle, It is our
abllity to destroy en attacker as s vieble 20th Century nation that
provides the deterrent, not our ability to pertislly limit damege to
ourselves.

What kind end amount of destruction we would have to be sble to
infliet on an attacker to provide this deterrent cannot be answered
Precisely. However, it seems resscnsble to assume that in the case of
the Soviet Union, the destruction of, ssy, one-fifth to one-fourth of
its population and one-helf to two-thirds of its industrial capacity
would mean its elimination as a major power for many years. Such a
level of destruction would certainly represent intolersble punishment
to any industrislized nation and thus should serve ps sn effective
deterrent to the deliberate initistion of a nuclear attack on the United
Stetes or its Allies. '

A=sured Destruction with regard to Red China presents a somewhat
different problem. China is far from being an industrialized nsation.
 However, what industry it bes is heavily concentreted in =
few cities. We estimate, for exemple, that \JJ varneeds detonated
over 50 Chinese urban centers would destroy helf of the urban population
(more then 50 million people) snd more than one-half of the industriel
czpacity. Moreover, such an attack would also destroy most of the key
governmental, technical and managerial personnel, and a large proportion
of the skilled workers. Since Red China's capacity to attack the U. S.
with nuclear weapons will be very limited, even during the 1970's, the
ability of even so smzll & portion of ocur strategic offensive forces
to inflict such heavy damage upon them should serve as an effective
deterrent to the deliberate initietion of such an attack on their part.

Once sufficient forces have been procured to give us high confidence
of achieving our Assured Destruction objective, we can then consider the
kinds and amounts of forces which might be added to reduce damage to our
ropuletion ané incdustry in the event deterrence fails. But here we must
note enocther importent point, namely, the possible interaction of our
strategic forces programs with those of the Soviet Union. If the general
nuclear war policy of the Soviet Union alsc has as its objective the
deterrence of & U. S. first strike (which I believe t0 be the case), then
we must assume thet any attempt on our part to reduce damage to ourselves
(to what they would estimste we might consider an "acceptable level")
would put pressure on them to strive for an offsetting improvement in
their deterrent forces. Conversely, an increase in their Damage Limiting
capability would require us to make greater investments in Assured De-
struction, which, as I will describe later, is precisely what we now pro-
pose to do. .
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It is this interaction between cur strategic force programs and

those of the Soviet Union which leads us to believe that there is a
O mutuality of interests in limiting the deployment of anti-ballistiec

missile defense systems. If our essumption that the Soviets are also
striving to achieve an Assured Destruction cepability is correci, end
I am convinced thet it is, then in g1l probability all we would accom-
Plish by deploying ABM systems ageinst one another would be to increase
greatly our respective defense expenditures, without any gain in resal.
security for either side. It was for this reason that President Johnson
decided to initiate negotistions with the Soviet Union, designed, through
formal or informal agreement to limit the deployment of anti-ballistic
missile systems, while at the same time he included sbout $375 million
in his FY 1968 Budget to provide for such actions -- e.g., protection of
our offensive wezpon systems -- as mey be required if these discussions
proved unsuccessiul,

In this conzection, it might be useful to reiterete another funda-
mental point, nemcly, that the concept of Assured Destruction implies a
"second strike" cepability, i.e., a strategic force of such size and
character that it cen survive & large scale muclear surprise ettack in
sufficient strzngztn to destroy the attacker. Thus, if Assured Destruction
is elsc a foviet objective, they must slways view our strategic offensive
foreces in their plenning as a potentizl first strike threat (just as we
view their forces), and provide for a "second strike" capability.

B, THE SIZE AND CHARACTER OF THE THREAT

In order to assess the capabilities of our general nuclear war forces
over the next several yeers, we must take into account the size and cher-
acter of the strategic forces which the Soviet Union and Red China are
likely to have during the same periocd. Again, let me caution, that while
we have reasonebly high confidence in our estimates for the close-in
period, our estimrates for the early part of the next decade are subject
to much uncertainty. As I pointed cut in past sppearances before this
Committee, such longer range projections are, at best, only informed
estimates, particularly since they deal with & period beyond the produc-
tion and deployment lead times of the weapon systems involved.

1. The Soviet Strategic Offensive-Defensive Forces

Two significant changes have occurred during the last year in our
projecticns of Soviet strategic forces. The first is a faster-than-
anticipated rate of construction of hard ICBM silos, particularly for
the new smell SS-11; the second is more positive evidence of a deploy-
ment of an enti-vellistic missile defense system around Moscow. OQur
current estimates for other elements of the Soviet strategic forces
are generally in line with those I discussed here last year,

Surmarized in the teble on the following vpage are the Soviet's

strateiic offensive forces estimated for Octover 1, 1966, R

0 Shocwn for comperison are the U.S. programmed forces.
. W .



U. 5. VG DOVIFY INTERCONTINENTAL STRATECIC NUCLIAK 1'ORCILD

1 Oct. 1UB6
U.ii. o/ LGSR

ICHBMz b

Piotul 530

GLBMs ¢f
U.X. Launchers 512

Total Int Bal Mcl 4/1LL6

Intercont Bombers E/ 680

a/ These are mid-1966 Figures.
b/ Excludes test range launchers,s . :
e T - F" Soviet MR/TKEMs, capeble of srikimz
Burasian {arget SN Cea -

E/ In addition to the ULBMs, the Soviets will possess submarine-lauricherd
cruise missiles whose primary targets we believe are naval and
merchant vessels

g/ In 1965, intelligence reports estimated Soviet intercontinentsal
missiles as: mid-1966, 500;

2 In additién to the intercontinental bombers shown in the

tables, the Soviet medium bombers, capable of striking Eurasian tar-
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e o v~
ever, knowing what we do about past Soviet predilections for defense systemséj R
we must, for the time being, plen our forces on the assumption that they wiil
have deployed some sort of an ABM system arcund their major cities by the
early 1970s. Whether made up of GALOSH only, or a combination of GAIOSH

and a Tallinn type system, or even some combinations of GALCSH and a

terminal missile of the SPRINT {type, a full scale deployment would cost

the Soviet Union at least $20 to $25 billion.

_q/ The Soviets for more then z decede hsve spent substantislly more on
air defense sgainst strategic bombers than has the U. 5. But if cur

Strategic Air Commend is correct in its judgment that
of the U. S. incoming bombers could penetrate the Soviet

defenses and reach their targets, and I have no reascn to dispute it,
then we must conclude that the bulk of these Soviet expenditures has

been wasted.
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2. The Red Chinese Nuclear Threst
\
There has been no basic chenge in our estimastes of the Red Chi-
nese nuclear threat. As I noted last year, ". . . the Chinese Commun-
ists have the technical end industrial cspabilities required for the

deployment of ballistic missiles and we believe thet they are mak ~
en intensive effort to_develop ﬂssﬁgﬁ

‘We estimate thet the first of these missiles could be deployed
as eerly as 1967-68 and that by the mid-1970s they could have es many as
80 to 100 of these missiles operstional”. Their firing of & nucleer
ermed missile over a distance of scme Wfmiles last October falls with-
in the limits of that estimate. They will require many more tests be=-
fore they achieve a truly cperational cepebility with a medium or inter-
mediate range missile, and this will teke time.

Witk regard to an ICBM, we believe that the Red Chinese nuclear
weapons and ballistic missile development programs are being pursued
. with high priority. On the basis of recent evidence, it appesars possible
that they may conduct either a sbace or a long-renge baellistic missile
launching before the end of 1967. ’

Intelligence estimates continue to state that it appears unlikely
that the Chinese could achieve an IOC before the eerly 1970s and deploy
e significant number of operational ICBMs before the mid~1970s, or that
those ICBMs would have great reliability, speed of response, or sub-
stantial protection ggainst atiack.

As T noted last year, the Red Chinese have one G=class ballistic
missile submarine. While there is no positive evidence of develcpment
of a missile for this submarine, they could have a2 compatible missile
with a nuclesr warhegd by 1970. In any event, this particulsar submarine
would have very limited range without mid-ocean refueli

Red China also has some bombers which could carry nuclear weapons
but most of them have an opersationsl redius of onl

It is highly unlikely,
on the basis of cost zlone, that they would undertake the development,
production, and deployment of & new, long range bomber force. If they
chose to do so, it would teke them & decade or more before they could
deploy it. Accordingly, we have no reason on this account to change

our estimate that a significant Red Chirese nuclear threat to the conti-
nental United States will not develop eny earlier than the mid-1970s.
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C. CAPABILITTES OF THE FROPOSED FORCES FOR ASSURED DESTRUCTION

The most demending test of ocur Assured Destruction capacity is the
ability of our strategic offensive forces to survive a well-coordinated
surprise Soviet first strike directed egainst them. Because no one can
know how a general nucleer war between the United States and the Soviet
Union might occur, prudence dictates thet we design our own strategic
forces on the basis of a2 greater threet then we actually expect.

1. Capebility Against the Expected Threat

even if the Soviets in the 1972 period
were to assign their entire available missile. force to attacks on our
strategic forces (reserving only refire missile and bomber-delivered
weapons for urban targets), more than ocne-half of the totel forces
‘progremmed last year for 1972 would still survive eand remain effective.




It is clear that under these circumstences, our strategic missile
forces aloge could destroy the Soviet Union as a viable 20th Century
society, even after absorbing & well-coordineted, surprise first sttack.
Indeed, the detonation of
over Boviet cities would kill about 30 percent of the total population
(73 million people) and destroy about one-half of the industrial capacity.
By doubling the number of warheads delivered to eight hundred, Soviet
fatalities and industriel cepacity destroyed would be increased by con-
siderably less than one-third. Beyond this point further increments of
warheads delivered would not apprecisbly change the result, because we
would have to bring smaller and smaller cities under attack. :

Although it is not at 211 certesin that they will do so, we must
base our force planning on the assumption that the Soviets will deploy
8 reascnably effective ABM defense around their principal cities.

We have Peen hedging against this possibility for some time, and
last year we took & number of actions of which the following ere- the
most important:

g 1. ~ Accelerated development of the POSEIDON missile.

2. Approved production and deployment of MINUTEMAN ITI -

3. Developed penetration eids for MINUTEMAN,

Now, in the FY 1968 program we propose to take a pumber of addi-
tional actions to enhance the future capabilities of our Assured Destruc-
tion forces, of which the following are the more important:

(1) Produce snd deploy the POSEIDON missile, - :

(2) Produce and deploy improved missile penetration aids,

{3) Increase the propoertion of MINUTEMAN III — in the
plenned force and provide it an improved third stage.

(%)

Initiate the development of new small reentry vehicleg




I will discuss each of these acticns ip greater detail later in
connectionwith our cther proposals for the strategic forces. But for
now, let me point out that the net effect of these actions would be to

- T if the Moscow-type ABM defense were deployed at
cther Cl les as well, the proposed U,S. missile force alone could inflict
about 35 per cent (86 million) fatalities on the Soviet Unien in 1972
-- after absorbing a surprise attack.

As I noted eerlier, werheeds detonated over fifty
cities would destroy half of Red Chine's urban population and more than
one-half of her industry.

Thus the strategic missile forces proposed for the FY 1968-72
period would, by themselves, give us an Assured Destruction capability
against both the Soviet Union and Red China, simulteneously.

2. Capability Ageinst "Higher-Than-Expected Threats"

As T indicated last year, our Assured Destruction capability is of
such crucial importance to our security that we must be prepared to cope
with Soviet strategic threats which are greater than those projected in
the latest intelligence estimates. .

The most severe threat we must consider in plenning our Assured
Destruction forces is an extensive, effective Soviet AEBM deployment
" combined with a deployment of a substential hard-target kill capability

An extensive, effective Soviet ABM system

might then be able to

stroy & large part of our residual missile warheads,
(These chiet

tercept and d
ineluding those carried by submarine-launched missiles.
offensive and defensive threats are both higher than
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To offset the possibility of such a decline in the damage potential
of our Tend-based missile forces, we heve authorized the development and
production of the POSEIDCN. Should still additional offensive power be

required, and such a requirement is not now clear, we are considerin

the develomment end deployment of a new Advanced ICEM ﬁ_
designed to reduce '

vulnerability to a Soviet The deployment of the NIKE-X

as a defense of part of ocur MINUTEMAN force would offer a partial sub-

stitute for the possible further expansion of our offensive force.




B S C - But even agalnst this com-
bined Soviet MIRVed missile/ABM threat, and even without a NIKE-X defense
of MINUTEMAN, our proposed strategic m1531le and bomber forces could still
inflict 4O percent or more fatalities on the Soviet population throughout

the (SR tize period.

More extreme threats are highly unlikely. 1In any event, the changes
we are now proposing in our strategic offensive forces would make it dan-
gercus and expensive for the Soviet Union to move in the direction. of
extreme threats to our Assured Destruction cepability. If we assume, as
I believe we should, that the Soviet Union would want to reduce the wvul-
nerability of their own offensive forces ageinst the possibility of e
first strike by our very accurate forces in the FY 1972-73 period, they
must further disperse and harden their strategic missiles, which is exactly
what they appear to be doing now. To do so is expensive and for the same
budget outlay results in reduced missile payloads. Not to do so would
leave the Soviet force highly vulnersble to a first strike. Thus, we can,
in planning our forces, foreclose any seemingly "easy” and "cheap" paths
to their achievement of z satisfactory Assured Destruction capability and
a satisfactory Demage Limiting capability at the same time.:

We, of course, cannot preclude the possibility that the Soviet Union
may increasse its strategic forces budget et some time in the future. That
is why we are now underteking e very comprehensive study of a2 new strate-
gic missile system. And that is why we are not precluding the possible
future construction of new POSEIDON submerines or the defense of our presently
deployed MINUTEMAN silos with NIEKE-X. While I believe we should place our-
selves in a position to move forward promptly on all of these options if
later that should become necessary, we need not commit ourselves to them now.

D. CAPABILITIES OF THE PRCPOSED FORCES FOR DAMAGE LIMITATION

The principal issue in this area of the Strategic Forces Program con-
cerns the deployment of an anti-ballistic missile defense system, i.e.,
NIKE-X. There are three somewhat overlepping but distinct major purposes
for which we might want to deploy such 2 system at this time:

1. To protect our cities (and their population and industry) against
& Soviet missile attack.

2. To protect our c1tles agalnst a Red Chlnese missile attack in
the mid-1970s.
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3.

o

To help protect our land-besed strategic offensive forces
(iNe., MINUTEMAN) egeinst a Soviet missile attack.

After studying the subject exheustively, and after hearing the
views of our principal military end civilien advisors, we have concluded
that we should not initiste an ABM deployment at this time for any of
these purposes. We believe that:

1.

The Soviet Union would be forced to reamct to a U.S. ABM deploy-
ment by increasing its offensive muclear force with the result
that:

a. The risk of a Soviet nuclear aftack on the U.S. would not
be further decreased.

b. The demage to the U.S. from a Soviet nuclear attack, in
the event deterrence failed, would not be reduced in any
meaningful sense.

As I noted easrlier, the foundation of our security is the deter-
rence of a Soviet nuclear attack. We believe such an attack can
be prevented if it 1s understood by the Soviets that we possess

strategic nuclear forces so powerful as to be capable of absorb-
ing & Soviet first strike and surviving with sufficient strength
to impose unacceptable damage on them

We have such power today. We must main-
tain it in e ture, edjusting cur forces to offset actual or

potential changes in theirs,




2.

There is nothing we have seen in either our own or the Soviet
Union's technology which would lead us to believe we cannot

do this, From the beginning of the NIKE-ZEUS project in 1955
through the end of this current fiscal year, we will have in-
vested a total of about $4 billion on ballistic missile defense
research -- including NIKE-ZEUS, NIKE-X and Project DEFENDER.
And, during the last five or six years, we have spent sbout

'$1.2 billion on the development of penetration alds to help

ensure that our missiles could penetrate the enemy's defenses.
As a result of these efforts, we have the technology already
in hand to counter any offensive or defensive force changes
the Soviet Union might undertake in the foreseeable future.

We believe the Soviet Union has essentially the same require-
ment for a deterrent or "Assured Destruction" force rs the U.S.
Therefore, deployment by the U.S5. of an ABM defense which would
degrade the destruction capability of the Soviet's offensive
force to an unacceptable level would lead to expansion of that

force, This would leave us no better off than we were before,

With respect to protection of the U.EB. against a possible Red
Chinese nuclear attack, the lead time required for China

to develop a significant ICEM force is greater than that re-
quired for deployment of our defense -- therefore the Chinese
threat in itself would not dictate the production of an AEM
system at this time.

Similarly, although the protection of our land-based strategic
offensive forces against the kind of heavy, sophisticated
missile attack the Soviets may be able to mount in the mid-

or late 1970s might later prove to be worthwhile, it is not

yet necessary to produce and deploy the NIKE-X for that purpose.

I have already discussed, in connection with my review of the capa.-

bilities of our strategic forces for Assured Destruction, the third mejor
purpose for which we may went to deploy an ABM defense (i.e., the protec-
tion of MINUTEMAN)., Now, I would like to discuss the other two purposes.

Deployment of NIKE-X for Defense of Our Cities Against a Soviet
Attack.

What is involved here is an snalysis of the contribution the NIKE-X
system might make to the defense of our cities under two assumptions:

(1.) That the Soviets do not react to such a deployment.
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(2.) That the Soviets do reect in an attempt to preserve their
"wssured Destruction"” capability.

As you know, the major elements of the NIKE-X system are being
developed in such & way as to permit a veriety of deployments; two
have been selected for the purposes of this analysis. The first, which

-I will call "Posture A", represents e light U.S. defense against s Soviet

missile atteck on our cities. It consists of an ares defense of the en-
tire continerntal United States, providing redundant (overlapping) coversge
of key target areas; and, in addition, & relatively low-density SPRINT
defense of the 25 largest cities to provide some protection against.

those warheads which get through the area defense. The second deploy-
ment, which I call "Posture B", is.a heavier defense mgainst a Soviet
gttack. With the same area coverage, it provides a higher-density

SPRINT defense for the 50 largest citiles.

Shown on the following table are the components and the costs:
(which, if past experience is any guide, may be understated by 50 to
100 percent for the systems as a whole2/) of Posture A and Posture B,
together with the time frames in which the deployments could be com-
pleted:

5/ Even before the systems beceme operaticnel, pressures would
mount for their expesnsion at a cost of still sdditionel billionms,
The unprotected, or relativelv u cted, areas of the U.S.

would claim that
their tex dollers were being diverted to protect New York and
Washington while they were left naked. And, critics would point
out that ocur strategic offensive force is premised on & much
larger Soviet threat (the "possible", not the "probable" threst);
they would conclude that the seme principles should be applied
to our strategic defensive forces. For these and other reasons,
I believe that, once started, an ABM system deployed with the
objective of protecting the United States against the Soviet
Union would require an expenditure on the order of $L4O billion
over a ten year period.



POSTURE A POSTURE B
Invest. Cost Invest. Cost
Number ($ Billion) Number ($ Billion)
Redaxs
MAR 0 o} 8 $ 2.8
TACMAR 7 $ 1.9 3 0.6
PAR 6 "~ 0,8 6 0.8
MSR 26 .8 95 8.4
Invest. Cost 6.5 $12.6
Misgiles
SPARTAN 1200 $ 1.7 1200 $ 1.7
SPRINT 1100 0. 7300 .1
"Invest. Cost 2. .
DoD Invest. Cost $ 8.9 $17.4
ARC Invest. Cost 1,0 2.0
_ Total Invest. Cost (ex~-R&D) $ 9.9 $19.5
Annuel Opersting Cost $ 0.38 $ 0.72
No. of Cities w/Term. Def: 25 50
I0¢ with Decision 1/67: FY 72 FY 72
Deployment Completed FY 75 - FY 76

The Multi-function Array Redar (MAR) is a very powerful phased-
array radsr which can perform all the defense functions involved in
engaging a large, sophisticated attack: central control and battle
management, long-range search, acquisition of the target, discrimi- .
nation of warheads from decoys or “spoofing" devices, precision track=-
ing of the target, and control of the defense interceptor missilies.

The TACMAR Reder is a scaled down, slightly less complex and less
powerful version of the MAR, which can perform &ll the basic defense
functions in a smaller, less sophisticated attack,

The Perimeter Acquisition Radar (PAR) is a relatively low frequency,
Phased-array radar required for the very long-range search and acquisition
functions involved in areas defense., To achieve the full potential of the
extended-range SPARTAN, the target must be pilcked up at much greater dis-
tances in order to compute its trajectory before the SPARTAN is fired.

The Missile Site Radar (MSR) is a much smaller, phesed-~array radar
needed to control -the SPRINT and SPARTAN interceptor missiles during an
 engagement. It can also perform the functions of the TACMAR but on a
considerably reduced scale, Actuslly, a number of different sizes are
being studied, This "modular" approach will permit us to tailor the
capacity of the radar to the particular needs of each defended area.
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The SPARTAN is a three-stage missile with s hot X-ray,

The SPRINT is a high-acceleration interceptor missile whick can climb
It is designed to make intercepts_

The technical principles involved in the raders are now fairly well
established. One R&D MAR-type rasder has been constructed at the White
Sands Missile Range. A contract has been let for the power plant of &
second MAR-type redar, which is to be constructed on Kwajalein Atoll.
The Missile Site Reder is well along in development and the comstruction

" of one of these radars on Kwajalein Atoll has also begum.

Testing of the SPRINT missile was started at White Sands in November
1965 with one complete success, two partiel successes snd three failures.
The failures esre attributed mostly to insufficient quelity control but
some of the missile's components may have to be redesigned. The tempo
of testing will steadily increase during the current fiscal year and
we are advised by our technical people that the missile will eventually
reach its design goals., The nuclear warhesd is also well along in
development and does not appear to present any particular problem.

The SPARTAW is still on the dreawing boards. It represents a very
substential redesign of the originel ZEUS and we will not kmow uwmntil
it is flight tested g yeer end e helf hence how well it will perform.
However, we are less concerned with the missile itself than we are with
its warhead. A significant number of development tests will have to be
performed, all unéerground, before the design perameters can be estab-

- lished; and then we will have to proof test the resulting warhead, again
underground. (The feasibility of a full yield test underground has still
to be established, but it may be possible to use a scaled-down test.)
Accordingly, there is still considerable technical uncertainty concerning

. the warhead. Although slternstive werheads could be used on the SPARTAN,
they -would be less effective ageinst a hesvy, sophisticated ettack.

Pacilities for testing voth the SPRINT and the SPARTAN will be
constructed on Kwajalein Atoll. These, together with the TACMAR and
MSR and the programs for the computers will give us sll of the major
elements of the NIKE-X system which are essentiel to test its oversll
performance against reentry vehicles fired from Vandernberg Air Force
Base in Celifornia. (We feel we know enough about the PAR technology
to be able to use the mechanically steered radars already on Kwajalein
as simulators,) The system will be tested in stages, starting with the
MSR and SPRINT tests in January 1969, then the SPARTAN missile in July
1969 end the TACMAR reder between July and December 1970. Upwards of
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100 test shots will be launched from Vandenberg to Kwajelein during
the period 1969-72 to test the system thoroughly as a whole. The most
important objective of this effort is to determine proper system
integration end computer progremming, since the individual components
of the system will have already been tested shead of time.

But even after—this elaborate test program is completed, a mumber
of technical uncertainties will still remain unresolved. Chief among
these are the following:




Se

Production and Opersaticnal Problems. We have leerned from
bitter experience that even when the development problems
have been solved, & system can run into trouble in produc-
tion or when it is put into operetion. All too often the
development prototype cannct be produced in gquantity without
extensive re-engineering. Production delays are encountered
end costs begin to spiral. Sometimes these problems are not
discovered until the new system actually enters the inventory



and hes to function in an operatlicnel environment. The
TERRTER, TATOS, and TARTAR ship-to-gir missiles are a good
example; after spending sbout $2 billion on development and
production of these missiles, we had to spend another $350
‘million correcting the faults of those already installed

and we gtill plan to spend another $550 million modernizing
these systems,

In this connection, it is worth noting that had we produced and
deployed the NIKE-ZEUS system proposed by the Army in 1959 at an estimated
cost of $13 to $1b dillion, most of it would have had to be torn out and
replaced, almost before it became operationsl, by the new missiles and
radars of the NIKE-X system. By the same token, other technological
developments in offensive forces over the next seven yeers may meke obso-
lete or drastically degrade the NIKE-X system as presently envisioned.

We can predict with certainty that there will be substantiel edditionsal
costs for updating any system we might consider installing st this time
agalnst the Soviet missile threat.

The deployment of a NIKE-X system would also require some improve-
ment in our defense agsinst msnned bomber attack in order to preclude
the Soviets from undercutting the NIKE-X defense; and we would went to
expand and accelerate the fallout shelter program. The investment cost

. (including R&D) of the former is estimated at sbout $1.5 to $2.4 billien

end would provide for = small f f F-111 or F-12 type interceptors

S -« -0 e o
aircraft (AWACS)., The expanded fallout shelter program would cost about
$800-million more than the one we are now pursuing. We would also need
some of our snti-submarine warfare forces for use egainst Soviet missile
submarines, but we are not yet clear whether these ASW forces would

~ actually have to be lncreased over the currently planned levels. In any
event, the "current” estimates of the investment cost of the total Damage
Limiting package would amount to at least $12.2 billion for Pbsture A

and at least $21.7 billion for Postwre B.

To test the contribution that each of these NIKE-X deployments might
meke to our Demage Limiting objectives, we have projected both the U.S.
and Soviet strategic nucleer forces (assuming no reaction by the Soviets
to the U.S. ABM deployment) d by which time Posture B, the
heavier defense, could be fully in plece.
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The first case, "Soviets Strike First, U.S. Retaliates”, is the
threat against which our strategic forces must be designed. The second
case, "U.S. Strikes First, Soviets Retaliate", is the case that would
determine the size and character of the Soviet reasction to chenges in
our strategic forces, if they wish, a&s clearly they do, to meintain an
Assured Destructicn capability agalnst us.

These calculations indicate that without NIXE-X and the other
Damege Iimiting programs discussed eerlier, U.S. fatalities from a
Soviet first strike could total about 120 million; even after ghsorbing
that attack, we could inflict on the Soviet Union more than 120 million
fatalities. Assuming the Soviets do not resct to owr deployment of en
AEM defense against them, which is g most unrealistic assumption, Pos-
ture A might reduce owr fatalities to 40 million and Posture B to about
30 millien.

Although the fatality estimstes shown for both the Soviet Union
end the U.S. reflect some variations in the performance of their respec-
tive ABM systems, they are still based on the assumption that these
systems will work st relatively high levels of effectiveness. If these
AEM systems do not perform es well as cur technical people postula$e,
fatalities on both sides could be considerably higher then shown in
the teble above, or the costs would be considerably higher if major
improvements or additions had to be mede in the systems to bring them
up to the postulated level of performence.

If the Soviets are determined to maintain asn Assured Destruction
capability against us and they believe that our deployment of an ABM .
defense would reduce our fatalities in the "U.S. Strikes First, Soviets
Retaliate" case to the levels shown in the table above, they would have
no alternative but to increase the second strike damege potential of
their offensive forces. They could do so in several different ways:

‘ ‘ ' ' Shown in the table below
are the relative costs to uhe Soviet Union of responding to =& U.S. ABM
deployment

Level of U.S. Febalities Cost to the Soviets of
Which Soviets Believe Offsetting U.S. Cost
Will Provide Deterrence e/ 1o Deploy en ABM
(Millions)
Lo $1 Soviet cost to $k U.S. cost
60 $1 Soviet cost té $2 U.S. cost
90 $1 Soviet cost to $1 U.S. cost

57_U.S. fatalities if U.S. strikes first and Soviets retaliste,.
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If the Sov1ets choose to respond to our ABM deployment

the gesults would be as khown below:

Number of Fatallties in an All-Cut
Stretegic Exchange (in millions), 1976
(ASSUMES SOVIET REACTION TO U.S. ABM DEPLOYMENT)

Soviets Strike First, U.S. Strikes Flrst

U.S. Retaliates _ Soviets Retaliste

U.S. Programs U.S. Fat. Sov. Fat. U.5. Fat., Sov.Fat.
. Approved (no response) 120 120+ 100 70
Posture A 120 120+ ' 90 7O
Posture B 120 . 120+ 90 .70

In short, the Soviets have it within their technicel and economic
capecity to offset eny further Damege Limiting meesures we might under-
teke, provided they sre determined to maintain their deterrent against
us. It is the virtusl certainty that the Soviets will act to maintain
their deterrent which casts such grave doubts on the advisability of
our deploying the NIKE-X system for the protection of our cities against
the kind of heavy, sophisticated missile attack they could launch in the
1970s, In all probebility, 211 we would accomplish would be to increase
greatly both their defense expenditures and ours without any gain in
reel security to either side.

2. Defense Agsinst the Red Chinese Nuclear Thresat

With regard to the Red Chinese nuclear threat, an sustere AEM defense

N , A mlght offer a hlgh degree of protectlon to the
netlon agaanst a missile attack, at least through the 1970s. The total
investment cost of such a program might amownt to $3.5 billion, 1nclud1ng
the cost of the nuclear warhesds.

The effectiveness of this deployment in reducing U.S. fatalities
~ from 2 Red Chinese attack in the 1970s is shown in the table below:

Chinese Strike First
(Operational Inventory)
U.S. Fetalities

“(In Mililions) ‘

Without AEM 5 10
With ABM : O+ 1
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This austere defense could probably preclude demsge in the 1970s
almost entirely. As the Chinese force grows to the level it might
achieve by 1980-85, sdditions snd improvements might be required, but
relatively modest additional outlays could probably limit the Chinese
damage potential to low levels well beyond 1985,

It is not clear that we need an ABM defense sgainst China. In any
event, the lead time for deployment of a significant Chinese offensive
force is longer then that required for U.S. ABM deployment; therefore,
the decision for the latter need not be made now.

»* * 5% * »*
In the light of the foregoing analysis, we propose:

1. To pursue with undiminished vigor the development, test and
evaluation of the NIKE-X system (for which purpose a total
of $442 million has been included in the FY 1968 Budget),
but to take no action now to deploy the system.

2. To initiate negotiations with the Soviet Union designed,
through formal or informal asgreement, to limit the deploy-
ment of anti-ballistic missile systems.

3. To reconsider the deployment decision in the event these
discussions prove unsuccessful; approximstely $375 million
has been included in the FY 1968 Budget to provide for such
actions as may be required at that time - for example, the .
production of NIKE-X for the defense .of our offenslve

" weapon systems.

. I would now like to turn to our specific proposals for the Strategic
Forces in the FY 1968-72 period.

E. STRATEGIC OFFENSIVE FORCES

The force structure proposed for the FY 1968-72 periocd is shown on
Teble 2 of the set of tables attached to this statement. To facilitate
discussion of these forces, I have resrranged the order in which they
appear on the tsble, showing first the missile forces and then the air-
craft and other related forces.
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1. Missile Forces
Last yeer I told this Committee that:

"The U.S. response 4o a Soviet deployment of an ABM defense
would be the incorporation of appropriaste penetration sids i >
strategic missiles. Against area defense interceptors,
penetration aids can be provided for U.S. missiles (so thet an
Assured Destruction cepebility is maintained) at e cost to us of
less than 10 percent of the cost of an ABM defense to the Soviets.
The lead time for the Soviets to mount an ABM defense is greater
than the time for us to produce and deploy penetration aids, pro-
vided we take timely action ta develop them and cen move forward
promptly ©0 produce them, and this we are doing. The decision
actually to deploy new penetration aids can be made later this year.
If the Soviets did attempt a large ABM defense we would still be
able to produce and install the necessary penetration aids before
the Soviets could achieve an extensive deployment.

"...against a combined Soviet-ABM threat, the most
efficient alternative aveilable to us would be to develop POSEIDON
(with the new penetration aids) end retrofit it into POLARIS boats.
To hedge egeinst the possibility of such a thresebt, we now propose
to accelerate the development of the POSEIDON missile (which wes
initiated last yesr) cn a schedule which could make it operationally
evailable in the summer of 1970. The timing of & decision to pro-
duce end deploy the missile would depend upon how this threat

. actuslly evolved."

This is essentially the program we now propose to pursue.

e.  MINUTEMAN

Last year we had plarmed s MINUTEMAN force which, INNENNGEGNGG
would have consisted of W MINUTEMAN IIs and i
all the MINUTEMAN Is having been phased out
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¥ , 5 The total cost of this program is
estimated at $400 millien, but it will cost the Soviet Union many times
more in ABM defenses if they try to offset it.

penetration aid packages last year. The total FY 1966-72 cost of this
program is estimated at $315 million, of which $100 milliorn was provided:
through FY 1967, $125 million is required in FY 1968 and another $90 '
million in subsequent yeers.

By FY 1973-7h it will probably become necessary to replace the
earliest MINUTEMAN II missiles because of their age. At that time we
could add more MINUTEMAN IIIs if that should esppear desirable. Mean-
while, I believe we should initiate the development of a nev iR re-
entry vehicle e




b. POLARIS-POSETDON

By the end of the current fiscel year, 39 of the planned Ll-ship
POLARIS force will have become operational. The last two POLARIS sub-
marines will be deployed by September 1967, This is essentia the same
schedule I presented last year. g . ' T

PThus, for end

FY 1967, we show 32 POLARIS submarlnes with 512 missiles deployed instead
of the 39 POIARIS submerines with 624 missiles which will have become
coperational by that date. The difference of seven is made up of six A-2
submerines expected to be in overhaul on 30 June 1967 end one A-l submarine
undergeing A-3 conversion and overhaul. When the retrofit of this last

of the first five POLARIS submarines is completed, the force will consist
of 13 ships equipped with A-2 missiles and 28 equipped with A-3s.

P believe it would be prudent at this time to commit
the POSEZIDON missile to production and deployment. ¥You may recall that
we took action last year f£o place ourselves in a position to depioy such
a force in the early 1970s if that should become desirable. It was for
this reason that we accelerated the POSEIDON development program and
placed it on a schedule which would make it operationally availsble in
calendar year 1970.




:

Of the L1 POLARIS submarines in the approved.program, 31 can be
retrofitted with the POSEIDON missile with & minimum amount of rework,
i.e., without rebuilding the hull. The other ten, consisting of the
five 598-Class originally designed to carry the A-1 missile and the five
608-Cless originally designed to cerry the A-2 missile, probably cannot
be retrofitted with the POSEIDON without replacing the center section
of the hull, and even then these ten boats would not be as good as the
other 31. Such rebuilding would cost as much as a new submarine, there-
by making it advisable, if more POSEIDON submarines are needed, to build
new ships at & cost of about $120 million each.

While this issue need not be decided at this time, our present plan
is to retrofit the five 608-Class ships, which now carry A-2 missiles,
to carry the A-3 at second overhaul (the five 598-Class ships, which
originally carried A-l missiles, are azlready being retrofitted with
A-3s). Five of the remaining eight SSBN 616-Class A-2 submarines will
be converted to A-3 during their first overhaul and all eight converted
to the POSEIDON during their second overhaul. The 23 original A-3 sub-
marines will be converted directly to POSEIDON. This will give us a
force of 31 submarines equipped with POSEIDON and ten with the POLARIS

POSEIDON-equipped submarines would be used in the Atlantic end the
Mediterranean. .

In order to held to a minimum the number of submarines which would
have to be withdrawn from the operational fleet we propose to spread
the -POSEIDON retrofit program over z period of years on & schedule

tied to the reguler overhaul cycle, with the first three boats commencing
retrofit in FY 1969 and the last two commencing in FY 1975. On this
schedule, the first seven POSEIDON-equipped submarines can be redeployed
by end FY 1971, as shown on Table 2, and the last of the 31 retrofitted
submarines by FY 1977. In this way we hope to keep a minimum of 29 fleet
ballistic missile submarines, with a totel of L6k missiles, deployed
throughout the entire period.




in 31 submerines is estimated at $3.3 billion. A total of about $900
million is included in the FY 1968 Budget for POSEIDON. (The decision
te deploy POSEIDON will produce an offsetting saving of about $200
million in the POLARIS progrem.)

74



iy

¢c. TITAN II

The TITAN II force, consisting of 54 missiles deployed in hard
silos, presently makes a unique contribution to ocur strategic offensive
capabilities. Its long range (6,100 n.mi.) allows it to reach targets
beyond the range of presently aveailable MINUTEMAN missiles. However,
with the deployment of MINUTEMAN III and, later, of the POSEIDON, this

cepebility of the TITAN II will no longer be unique. The MINUTEMAN IIT
from the continental United States and the POSEIDON from the Atlantic
and the Mediterranean will be able t¢ reach all the important targets
in the Soviet Union.

The TITAN II is very expensive to operate, at least $600,000 per
missile annually and probably closer to $1 million when the indirect
costs of this relatively small force esre considered, Accordingly, we
now propose to end procurement of new TITAN boosters for testing and
operational reliability demonstration with the FY 1966 buy, and, instead,
use boosters already in the inventory for these purposes in the future.
With about six follow-on tests per year, the force of 54 TITAN missiles
on launchers can be maintained through FY 1970, declining thereafter to
45 missiles in FY 1971-72.

d. = New Strategic Missile Systems

Although we believe the strategic missile program proposed through
FY 1972 will be adequate to meet the threat, even if the Soviet Union
were to carry out a full scale deployment of an ABM system and develop
and deploy MIRVs for its SS9 missiles, we are making a very comprehen-
sive study of a new long rangemissile system. This system may take the
form of a large new ICEM installed in wvery hard silos, or a hardened
system defended by ABM missiles or & new mobile ICBM. To shorten the
lead time on any opticn selected as a result of this study, we have
included $9 million in the FY 1968 Budget for contract definition should
such & decision be warranted during the next 12 to 18 months.

2. Strategic Bomber Forces

~ The manned bomber forces we propose to maintain through FY 1972
are the same as those I presented here last year for the FY 1967-71
period. The B-52C~Fs and B-58s will be phased out as planned, leaving
a force of 255 B-52G-~Hs and 210 ¥B-11llAs.

The cost of operating this force is strongly influenced by two

. factors: the ratio of crews to aircraft and the number of aircraft
assigned per home base, The crew ratio and, in turn, the crew work
week determine the proportion of the force which can be maintained on
15 minute ground aléert. The mumber of hours each B-52 must actually be
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flown is determined primarily by the crew ratio, since each crew must

be afforded a certain number of f{lying hours to maintain its proficiency.
Shown in the table below are the percenteges of the B-52G/H force which
can be meinteined on wlert assuming various crew ratios and crew work
weeks. Also shown are the dates when this force would accumulate 5,500
flying hours per eireraft for each of the crew ratios.

Alert Rate (%) 5,500 Hrs,
Crew For Various Crew Work Weeks Accumulated
Retio 50 Hrs 60 Hrs 70 Hrs 74 Hrs &0 Hrs As of:
1.25 21.(6)(‘%” 27.8% 33.8;5 36.2% 39.8% Nov 30, 78
1.50 26. 33.3% Lo.s 43,44 7.7 Jan 77
i.go 27.72% igg% tg.gz HE.%Eii so.g'/i Jun 30, 76
.80 31. . . 52. 57, Jun 30, 75
1.0 32.9% Y2.2% - 51.3% 55.0% 60.4% Jan 31, 75

As 1s to be expected, the higher the crew ratio and the longer the
work week, the greater the proportion of the force which can be main-
tained on 15 minute ground alert. ‘

The present work week of SAC crews is about 7L hours, with a crew
retioc 1.8, This work week includes .alert duty during which some sleep
and recreation are permiliivi. As can b secn in the preceding tahln,
this level permits an alert rate of something in excess of 50 percent
of the force. While a high alert rate wes necessary during the period
when our strategic missile force was being built up, it is not as
important today and will be even less so in the future.

However, we must also take into account the possible requirement
to use the force for large scale conventionszl bombing. Once crew ratios
are reduced, it would probably take several yeers to train edditional
crews and rebuild the ratio. Accordingly, the crew ratio should be
heild high enough to support the maximum number of conventional sorties
per B-52 squedron that could be sustained before aircrafi maintenance
becomes e limiting factor.

Therefore, we NOW propose to reduce the crew ratio from
ang the 15 minute ground zlert WMl percent of the
force, In order to support the extensive con-
ventionsl bombing operations in Southeast Asia, I have suthorized the
continuation crew ratio for the bomber units which are now
being used in that effort.
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Shown in the next teble is the effect on the five year recurring
costs of operating the proposed bomber force of various crew ratios,
alert ratios, end the numbers of aircraft per home base.

FIVE YEAR RECURRING COSTS FOR
255 B-52G/Hs AND 210 FB-11lls

5-Year Costs ($ Billions)

Crew - Alert (Number of A/C per base)
Ratio Rate 15 A/C 20 A/C 30 A/C
1.25 36.2% $6.0 $5.5 $5.0
1.50 - 43,k ) 6.3 5.8 5.3
1.60 . 6.4 5.9 Sk
1.80 52.2% 6.7 6.2 5.8
1.9/2.5(B-52/FB-111) 50%/60%(B-52/FB-111) 7.1 6.6 6.0

With a crew ratio of 1.5 snd an alert rate of L3.4 percent, the five
year operating cost would be $6.3 billion if all the bombers were deployed
" 15 per base. However, if the bombers were deployed 30 per bease, the cost
would drop to $5.3 billionm.
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Since the new FB-11ls with the SRAM air-to-surface missile will be
entering the bomber force during FY 1969-71 and the B-52G/Hs can be
maintained in a suitable operationel cordition well into the 1970s,
there is no pressing need to decide on the production and deployment
of a new bomber in the FY 1968 Budget. Clearly, the first order of
business in the strategic offensive forces progrem at this time is the
provision of penetration aids and other improvements for our presently
Planned strategic missile force, and the production and deployment of
the new POSEIDON. These are relatively expensive progrems, particularly
POSEIDON, but they are far more importent to owr future Assured Destruc-
tion cepebility than a new manned bomber. Indeed, if the Soviets were
to deploy e full scele and highly sophisticated ABM system and provide
their SS-9 missiles with a highly accurate [l capebility, I believe
the requirement for a new highly survivable ICBM (costing about $10
billion) would have e far higher priority thaen & new manned bomber.
Nevertheless, we plan t¢ continue work on the engine, avionics and the
related sirfreme studies, for which a total of $26 million is programmed
for FY 1968.

3. Air Launched Missiles

Last year I said that we planned to keep the HOUND DOG missiles in
the operaticnal inventory through FY 1970, phasing them down to 350 in
step with the phase out of the B-52C-Fs, Beceuse of their relative in-
effectiveness, i.e., a CEP of more than 2 n.mi, end low reliability, we
now propose to phase out the HOUND DOG "A" by end FY 1968, retaining only
the "B" models. These 340 missiles will be more than sufficient to meet
the primary HOUND DOG mission =-- atteck of areas bomber defenses and
lower priority airfields.

The SRAM program is unchanged from that which I presented last year.
The operational inventory of 525 missiles should be on hand by the end
of FY 1972, While we still do not plen to deploy SRAM on the B-52G/Hs,
ve gre ccentinuving the development of the necessary evionics to permit
such a deployment if it should become desirable.

L, Strategic Reconnaissance
The strategic reconnaissance force is the same as that presented a

year ago. The SR-T71 force should be operational in FY 1968. We
will have procured a total ofﬂ a number adequate to support

en operationsl forece throughout the program perlod.
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5.  Other Strategic Offensive Forces

F. STRATEGIC DEFENSIVE FORCES

The strategic defensive forces proposed ‘for the FY 1968-72 period
are shown on Table 3. The Civil Defense program for FY 1568 is shown
seperately on Table 4,

1. Sufveillapce, Werning and Contrel

The programs shown under this heeding are, with two exceptions,
the seme as those I presented last year. Activation of BUIC III control
centers will slip scmewhat from the schedwle shown last year due to .
delrys in firming up the technical details of the program. Instead of
14 such centers operationsl st the end of FY 1968, we now estimate
seven. The delay will be made up by the temporary retention of two
of the BUIC II control centers and 12 of the menusl backup centers
through FY 1968. By end FY 1969 all 19 BUIC IIIs should be operational
and the remaining BUIC II and menual control centers will be phased cut.

The seccnd change pertains to the search radars. Last year we had
planned to reduce the number of these radars to 151 by end FY 1967.
As you may recall, this reduction was predicated on the internmetting
of our radar system with that of the Federel Aviation Agency. However,
in order to make the inputs from the FAA redars compatible with the
SAGE-BUIC III system, they must first be converted into appropriate
computer language by & special piece of equipment called e "digitizer”.
Because of a slippage in the production of this digitizer, five more
Defense Department raders will have to be operated until FY 1969, when
we expect tc be eble to reduce the number to 1kLg,




Aibhany

There is one other difference from last year's data, but it
results from a change in the way we count the SAGE combaet end
direction centers, rather than any chenge in the program. Two of
the direction centers arecollocated with combat centers., Heretofore,
we have .shown one of these, at Gunter AFB, Alabama, only as a direc-
tion center end the other at North Bay, Cenada only es a combat center.
Henceforth, because of their dusl functions, we will count them in
both categories. The net result of this "bookkeeping” adjustment is
thet for FY 1968 and after, instead of five combet centers we now
show six and instead of eleven direction centers we now show twelve,

Under our present plen, the 19 BUIC III stations will be fully inte-
grated with the 12 SAGE direction centers. Two BUIC IIIs are to be
deployed in each of eight SAGE sectors along the western, northern and
eastern borders of the United States. Three sectors will need only one
BUIC. In each of these 11 sectors, the direction center and the BUIC IIis
will be integrated with 10 to 15 radars, thus enabling any one of the
centers or BUIC IIIs to handle the entire sector even if the others were
destroyed. The remaining interior SAGE sector will not have BUIC. end
will operete only with its direction center. . A1l 12 sectors will feed
into five combat centers. (The sixth combet center shown on Table 3
is a menual installation in Alaska.) These, in turn, will feed into
the NORAD Combat Operation Center which is now fully functiening in
its new underground facilities deep in the Cheyenne Mountain caves.

2. Manned Interceptors

The manned interceptor forces shown on Table 3 ere generslly the
same as those presented lest year. Although not shown on Table 3,
six F-102s will be retained in the socutheastern pert of the United States
to help defend against the possibility of an atiack from Cuba and to
perform surveillance of unidentified sircraft in that area. These six’
gircraft will be attached to the 4756tn Air Defense Wing at Tyndall
Air Force Base as a "nen-force structure” unit.

As you know, we have been studying during the past several years
various ways of modernizing our air defense forces. Interceptor versions
of both the SR-71 (F-12) and the F-111 have been considered for this role.
Either one, equipped with the improved ASG-18/AIM 47 fire control and
missile system and used with an effective Airborne Warning and Control
System (AWACS), would be better then the present interceptors in operating
from degraded bases, independent of the vulnerable fixed ground environ-
ment, and in countering concentrated bomber attacks, inecluding air-to-
surface missiles. In fact, & small force of of such
aircraft operating togethe.r with some-AWACS would have a combat cap-
ability superior to the programmed force of sboutWK Century series
fighters and the hundreds of ground rader end control sites.
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The feasibility of this plan, however, depends upon the success-
ful development of the AWACS. We now have & test program underway to
examine three proposed solutions to the problem of developing en over=
land eirborne radar which could provide effective coverage at ell
altitudes. Design efforts sasre &lso being pursued on the airframe and
avionics. -We hope that by the end of this year sufficient date will

.be aveilsble to demonstrate the fessibility of the AWACS. Only then
will we be in e position tc meke 2 decision on the interceptor force.
Accordingly, we propose to continue development work on both the F-12
and the F-111 types of interceptors and on the fire control and missile
systems, and $20 million is included in the FY 1968 Budget for this
purpose. Although no additional funds sre requested for work on the
AWACS -girframe, another $10 million is included in the FY 1968 Budget
“to continue work on overland radar technclogy.

3. Surface-to-Air Missiles

Two changes are being mede in these forces, cne in form and one
in. content. Heretofore we have shown on Teble 3 the number of NIXE-
HERCULES and HAWK missiles "authorized", even though not all of the
missiles were actually "on site". We now believe it would be more
meeningful to show just the number of missiles actually on site, ex-
cluding those being held in storsge. On this new basis, we would have
missiles on reguler Army sites et end FY 1967, in-
stead ol the 1,152 shown for that dete last year. The difference of
' 81 missiles between the mumber suthorized and the number ectually on
site stems from the fact that safety considerations limit the number
of missiles which can be kept at certein sites. These.,m.issiles are
being held in storage and can be delivered to the site whenever needed.
For the same reeson, we now show JJJJ] NIXE-HERCULES Army Netional Guerd
missiles at end FY 1967 using the "on site" criterion, compared with
the- shown last year when the "authorized" criterion was used.

In the case of the HAWK, we showed last yesr a total of-missiles
for end FY 1967. These are the HAWK batteries we deployed to the south-
eastern pert of the United States in FY 1963 as e result of the Cubean
erisis, Of this authorized mmber,-missiles were actuelly on site
and the rest were in storasge. We will continue to maintain these
"on site" missiles throughout the planning period

In eddition to the Improved HAWK, which is designed primerily for
the field forces, we also have in advenced development e new surface-to-
gir missile called the SAM-D, While this system is slso primarily
oriented toward air defense of the field forces, it elso has a potentiel



application for Ceontinental Air Defense. This effort, thus far, hes
been directed mainly to development of the required components or
"building blocks" and a deployment decision at this time would be pre-
mature. Another has been included in the FY 1968 Budget
to continue development. '

L, Ballistic Missile Warning

The numbers of Ballistic Missile Eerly Werning Systems (BMEWS) end
Over-the-Horizon (OTH) radar sites are the seme as shown last yesr.

W The OTH radars,
themselves, provide ancther form of eerly warning of ballistic missile
attack, as I described tc the Committee last year, particularly sgainst
Soviet missiles fired on tra)ectories beyond the BMEWS coverage.

We ere elso continuing work on 'back scatter” Over-the-Horizon
raders. In this system, echo signels from the terget would be returmed
directly to the transmitter, thereby meking separate receiving stations
unnecessary.

An inferim capability to detect sea launched ballistic missiles
(SLBMs) is being phased in during FY 1968. The SIBM detection system
will include seven modified SAGE radars and the phased array rader cur-
rently under development at Eglin Air Force Base, Florida.

5. Anti-Satellite Defense

As shown on Table 3, the four NIKE-ZEUS satellite interceptor missiles
which had been stationed at Kwajalein are being dropped from the program.
Initielly, there had been scme question as to whether thed
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G. CIVIL DEFENSE

The Civil Defense program proposed for FY 1968 is essentially the
same in content and objectives as that approved for the current year.

As you lkmow, in addition to its important training, public informa-
tion, warning, coordinstion, end control functions, the Civil Defense
program's mejor effort in recent years has been directed towsrd the
development of a nationwide fallout shelter system to provide protec-
tion for our population from the radiclogical effects of a nuclear
attack, A significant amount of fallout protection exists today. By
the end of the cwrrent fiscal year, we expect that this effort will
have identified about 160 million shelter spaces with a standard pro-
tection factor of 4O or more. Of this total, sbout 97 million spaces
will be marked and 82 million actually stocked with swrvival supplies
for an average of about eight days.

Currently, there are a number of programs underway which will in-
crease substentially the total amount of available shelter in the years
ahead. These include the regular survey, marking and stocking of poten-
tial shelter spaces in newly constructed larger builldings, & more recently
initiated survey of smaller structures, a survey to identify and measure
shelter in- private homes, community shelter planning, etc. Through these
efforts, more than 50 million shelter spaces wil.'L be added in the next
five years.

But, even after teking credit for all of the additional shelter space
which can be expected from these programs, a substantial portion of our
population would still be left without adequate fallout protection both
at their places of work and at home because of maldistribution of shelter
spaces in relation to population. Some of this shortfall, because of
locally prevailing building practices, could be met only with specisal
purpose construction -- a step we are not proposing at this time. How-
ever, much of the shortfall, we believe, could be met by making,et little
or no cost, relatively minor changes in the design of new buildings,
changes which would significantly increase their shelter potential,
Accordingly, we intend to seek out every wey possible to encourage pri-
vate and public builders to make these changes.

The funds requested would carry forward the Civil Defense program
at gbout the same level as the current fiscal year. A financial svmmary
of the program, estimated to cost $111.0 million in FY 1968, appears
on Table k.
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H. FINANCIAL SUMMARY

The Strategic Forces programs I have outlined will require Total
Obligational Authority of $8.1 billion in FY 1968. A comperison with
prior years is shown below:

1962 1963 196k 1965 1966 1967 1968
Act. Act. Act. Act. Act. Est., Prop.

Strategic Forces 1.2 10.5 9.3 7.1 6.8 7.1 8.1
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III. - GENERAL PURPOSE FORCES

The- General Purpose Forces include most of the Army's combat and
combat support wnits, virtuslly all Navy units (except for the POLARIS
forces), all Marine Corps units, and the tactical units of the Air
Force. These are the forces upon which we rely for all military actions
short of general nuclear war, i.e., limited war and counterinsurgency
operations,

A, REQUIREMENTS FOR GENERAL PURPOSE FORCES

Over the last few years I have presented to the Committee in con-
siderable detail our analysis of the limited war problem and ouwr require-
ments for General Purpose Forces. I have pointed out that our strategic
miclear capability is designed to deter attack at but one end of the
spectrum of aggression and that we must, therefore, have other forms of
military power, both to deter lesser aggressions and to defeat thém if
deterrence fails. We need these other forms of military power, not so
much for the defense of our own territory as for the support of our
cammitments to other nations under the various collective defense arrange-
ments we have entered into since the end of World Wer II. These include
the Rio Pact in the Western Hemisphere, NATO in Europe, SEATO and ANZUS.
in the Far East, and the bilateral mutual defense agreements with Korea,
Jepan, the Republic of China, and the Philippines,

A11 of these mutual defense treaty commitments, involving a total of
same 40-odd sovereign nations, stem from the great policy decision, made
at the end of the Second World War, to base ocur security on the collec-
tive defense of the Free World. That decision itself and all of the
mutual defense treaty commitments which followed were debated in the
Congress, discussed in the public press, and approved by the United States
Senate. I believe that these actlons were wise and that-the policy of
collective defense still offers the best hope for a peaceful world, both
for ourselves and our sllies.

-In fact, even without these treaty obligetions, I suspect that our
Country's action would not have differed significantly in the more than
two decades which have elapsed since the end of World War II. T say
this because in the longer view we have acted in our own national inter-
est, which was of course the very reason why this Nation adopted the
policy of collective defense in the first place, Admittedly, these
treaty obligations carry with them very real risks of involvement in
distant lands and in quarrels from which we might otherwlse stand aloof
-- for a time, The United Stdtes has ‘a:very great stake in a peaceful
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and just world order, and any threat to the peace in any part of the
world could, in some measure, become a threat to cur own security and
well being. We must remember that we twice came to the assistance of
our friends in Western Europe without any prior treaty commitments;

we did so because we deemed it vital to our own security. We came to
the assistence of South Korea -- and we are now assisting South Vietnam
-~ for the same reason. So it is not the treaties themselves that
cause our greater involvement in the affeirs of the rest of the world,
but rather what we deem to be our own vital national security interests
over the longer run.

Admittedly, each of these commitments could give rise to contin-
gencies for which we must plan and provide militery capabilities. But
this does not meean that, as a practical matter, we will ever be con-
fronted by "4O-odd South Vietnams simultaneously”. Such sweeping
generalizations bear no relation whatsoever to the real world in which
we live. These commitments do not require us, automatically, to execute
a particuler contingency plan in response to a perticuler situation,
without regard to existing circumstances. I have elways sald that we
cannot expect to meet all possible contingencies simultanecusly, but
neither can our opponents -- and that is the erux of the matter.

The main sources of the potential threat of aggression are still
the Soviet Union and Red China., It is the military strength of these
two nations, whether exercised directly or through their ellies, which
constitutes the hard core of the threat sgainst which the collective
defense of the Free World must be primarily designed. U.S. total readi-
ness in relation to this total threat is greater now than it was before
we committed U.S. combat troops to Vietnam, And, we should not overlook
the fact that the resources of the Soviet Union and Red China ere also
engaged in this conflict, slthough not to the extent that ours are. It
should be perfectly clear that without the logistic support of these two
nations, the North Vietnamese military effort in South Vietnam would
rapidly deteriorate. Indeed, the logistics support requirements have
grown to such size that the Soviet Union has recently appeeled to other
European Communist governments for help in carrying the burden. Thus,

. to the extent that these two nations are alsc engaged in the support of
the Southeast Asian conflict, their capacity to undertake major military
adventires ;elsewhere in the world is also reduced.

Moreover, the struggle for leadership of the world Communist move-
ment and the long-standing disputes over territorial boundaries may
limit the extent to which the Soviet Union and Red China will act in
concert against the interests of the Free World. In fact, the growing
antagonism between those two nations may cause them to be more cautious
in undertaking new commitments elsewhere. While we should not base our
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military requirements on that possibility, it should be borne in mind
in evaluating our capability to meet other contingencies while some of
our forces are engaged in Southeast Asia.

With almost helf a million men engeged in the confliet in South-
east Asia, we have by no means overcommitted our military forces. By
the end of the current fiscal year, we will have about 730,000 more
men on active duty than we had at the end of FY 1965, when the decision
was made to deploy U.S. combat troops to Vietnam. We have not had to
reduce deployments of our military units elsewhere in the world, call
up ocur reserve forces, or declare even a limited mcobilization of men
or industrial rescurces. In fact, we still have in our central pool
of active ground forces seven divisions to meet additional contingencies
in Southeast Asia or elsewhere in the world -- and, in addition, we have
nine divisions in the reserve components. Furthermore, our experience
over the last 18 months has demonstrated the speed with which we can
generate entirely new forces, even without a mobilization.

Finally, our forces would not be fighting alone. In the major
contingencies for which we have to plan, we wolild be coming to the
assistance of nations with relatively large military forces. In Europe,
the NATO and Warsaw Pact forces are fairly evenly matched; in Asis, the
Communists have the advantage of numbers but the Free World forces,
collectively, have the advantage in materiel and in overall industrial
capacity. Scme of our allies have the manpower but not the economic
resources needed to support their military forces. 1In these cases,
modest amounts of U.S. military assistance can make & major ceontribution
to the collective defense of the Free World ageinst Communist esggression.
It would be extremely shortsighted to begrudge the several hundreds of
millions of dellars needed for military assistance when, at the same time,
we are willing to spend tens of billions of dollars on our own General
Purpose Forces whose primary mission is to defend these same sllies
against the same threat. That 1s why I have always considered military
assistance an integral part of our own defense program.

In short, even if we were to group the European Communist states in
the same camp as the Asian Communist states, the balance of power in the
world today is still predominently on the side of the United States and
its allies -- provided we maintain our unity.

While the distinction between General Nuclear War Forces and Limited
War Forces is somewhat arbitrary in that all of our forces would be em-
ployed in a general war, and certain elements of our strategic forces in
a limited war (e.g., the B-52s against the Viet Cong forces in Vietnam),
it is primarily the limited war mission which shapes the size and charac-
ter of the General Purpose Forces. Because we cannot predict in detail
the actual contingencies we may have to face, we must build into our
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forces a cepability to deel with a very wide range of situastions. This
accounts for the greet diversification in the kinds of units, capebili-
ties, weepons, equipment, supplies, and training which must be provided
and seriously ccmplicates the task of determining specific regquirements.

Nevertheless, our centinruing study of these regquirements has re-
effirmed my conclusicn thet the Generel Purpose Forces which I presented
here a yeer ago ere esbout the right order of magnitude, This conclusion
tekes into account the contributions to collective defense which our
. allies can be expected to make, as well as cur own growing capability to
concentrate ocur military power rapidly in & distent threatened srea, As
I informed you last year, the currently plamned expansion of our eirlifi,
together with the recommended improvements in our sealift end increases
in prepositioned eguipment, will enable us within a few years to move
most of our central reserve of active ground forces in 3o~
60 days., It is this growth in our
rapld ceployment capability waich tes it so important that we raise
the readiness of the reserve components to & level where they could be
rapidly deployed. Only then would they be of ‘maximum value in the kind
of limited war situstions we see aheed, )

- Although our Generzl Purpose Forces gre primarily designed for non-
miclear werfare, we do not preclude the use of nuclear weapons even in
limited wars. However, as I have pointed out in previous years, the
employment of such weapons in g limited war would not necessarily be
to our advantage in every case, and it would present scme extremely
difficult and complex problems.

For Europe, we are cornvinced that a theater nuclear capability is
a necessery complement, but not a substitute, for a non-nuclear capa-
pility large enough to meet and withstand a major Soviet non-nuclear
assault in central Furope for a reesoneble period of time, (In this
connection I do not consider e long drawn-out non-nucliear war in Europe
on the scale of World Wars I and II a very likely possibility in en era
when both sides have large snd varied nuclear forces available,) We
need a theater nuclear capability to deter Soviet use of such weepons
(or to be able to respond in kind if they do) and to support
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We now have in Western Furope = totel of ebout 7,000 factical
nuclear weapons. The need at this time is not for more weapons but
rather for weapons which have a better chance of surviving in both
nuclear and non-nuclesr envircnments; for improved and more survivable
commend, control, and communications and logistics support; for more
flexibility in the use of duwal-purpose forces to ensure their avail-
ability for the non-nuclear opticn; and, finally, for a better balance

~ among all the elements of the forces so that they can desl with the

entire range of contingencies we face in Europe.

With respect to the Far East, we must distinguish between the Soviet
end Red Chinese threats.

Present nuclear strength combined with a strong conventionasl defense
posture in the area is now, and should continue to be, fully adequste
to deter deliberste Soviet eggression, nuclear or non-nuclesr.

The Chinese, however, will present & different kind of problem in
the years ghead if their small but growing nuclear cepabllity tempts
them to threaten nuclear bleckmail agzinst their neighbors. The full
implications of this potential new threst are as yet far from clesr,
end we heve undertaken a comprehensive study of the entire problem.

A careful review of our Genersl Purpose Force requirements, including
the temporery esugmentations for Southeest Asia, indicates a need in FY
1968 for a total land force of ebout 31-1/3 division force eguivalents.

By "division force" I meen the division itself, plus a1l of its supporting
forces, as I will explain in more detail later in this section of the
statement. The Army will have 18- 1/3 active division equivalents; and
the Marine Corps, four. Of the 22-1/3 active divisions, eight and one-
third will be deployed in Southeast Asia (six and one-third Army and two
Marine Corps), five in Europe, and two in Koree (all Army), and seven
(five Army and two Marine Corps) will be held as a central reserve of
active forces. In addition, we will heve nine divisions in the reserve
components (eight Army end one Marine Corps), giving us & total of 16
additional divisions still available for overseas deployment. These ere
the land forces upon which we would be able to draw if additionel rein-
forcements were needed in Scutheast Asia or if contingencies arose else-
where in the world.

With regard to tactical airpower, we have a total of sbout 4,800
fighter, attack, and recomnaissance aircraft which constitute the unit
equipment of the combat squadrons of the active and reserve components
of the Air Force, Navy and Marine Corps. About 1,200 are deployed in
Southeast Asia, 200 elsewhere in the Western Pacific; and ebout 800 are
stetioned in the Europeean area. This leaves asbout 2,600 in the continentel
United States, of which some LOO are engaged in rotational training in
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connection with our Southeast Asian operations. Thus, there are about
2,200 fighter, attack, and reconnaissance aircraft on which we could
draw if additional forces were needed in Southeast Asia or to meet
contingencies elsewhere in the world. I might alsc note that in addition
we have 2,000 such aircraft which are used for support, combat readiness
training, pipeline, etc.

The non-gvietion navael forces are more difficult to summarize in
this manner and I will discuss them in detail later in context with
the Navy General Purpose Forces.

As T have pointed out on numercus occasions in the past, it is not
enough that our forces be of the right size and composition; they must
also be provided with the weapons, equipment, smmunition, and supplies
needed to sustain them in combat. And, since most cowbat operations
will usually involve all of the Services, the logistics objectives,
which prescribe in broad terms the equipping and stockage standards to
be fellowed, must be as uniform as possible throughout the Department.
These objectives, together with the forces to be supported and our con-
tingency deployment plans, determine the content (and cOo of the
annual procurement L
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Of course, the specific procurement programs to achieve these
logistic objectives must realisticelly take account of the state of
the production base, especially for emmmnition. The purpose of our
war reserve inventories is to provide cur forces with sufficient sup-
plies to conduct sustained combat until production can be raised
sufficiently to offset combat consumption. In peacetime, therefore,
when production rates are tailored to low levels of consumption and
attrition, it is important tc have large stocks on hand, egual or
nearly eauel to the calculated war reserve objectives. However, once
our forces have been ccmmitted fo combat and production has been tuilt
up to offset current consumption, a5 is now the case in the current
conflict, it is not necessary (indeed, it would be imprudent) to re-
build those stocks to their pre-combat inventory levels before the
conflict ends. It is not necessary because our present expanded pro-
duction base will be able to provide for all expected Southeast Asia
consumption as well as any other contingency or contingencies which
might arise. I would be imprudent because we know from experience that
when the conflict ends, we either would have to shut down the lines
abruptly, with all of the resultant adverse consequences for our economy,
or we would have to acguire unwented surpluses,

Accordingly, we have planmed our FY 1967-68 procurement progream in
such a way that if the wear should end suddenly, we can taper off produc-
tion gradually, using the excess production capacity to rebuild our in-

ventories to the desired fre-combat levels. At the present production
rates, this could be achieved very guickly. For items which are not
currently in expanded production for Southeast Asian operations, or for
new items just entering the inventery, we will, of course, contimue to
procure towards our logistics objectives with the goal of achieving them,
wherever feasible and desirable, with the FY 1968 buy.

B. CAPABILITIES OF THE PROGRAMMED FORCES

As I noted earlier, our General Purpose Forces requirements are
derived from analyses of contingencies, including the support of cur
allies around the world. Accordingly, our General Purpose Forces capa-
bilities must be assessed in conjunction with the capabilities of these

allied forces. Although we have considerable knowledege of the force
lans of our allies, we cannot be sure that
_ how they will change with the passage of time. I01s

creates some uncertainty ebout the specific requirements for U.S. forces
in the more distant years of the five-year programming period, for which
we must make allowances in our force planning.

The largest single potentiasl requirement for U.S. General Purpose
Forces would be a non-nucleer war in Burope. But ihe most immediate
recuirement today relates to ocur militery effort in Southeast Asia.
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1. Scutheast Asis

In the first section of this Statement, I discussed the broader
aspects of the situation in Scutheast Asie. In my statement to
this Committee in support of the FY 1967 Supplemental reguest for
Southeast Asia, I covered at considereble length the military situation
in Scutheast Asia, our objectives there, and how we plan to achieve
them, Accordingly, I will nct attempt to cover the seme groundé again,
but simply refer you tc my earlier statement.
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3. NATO Eurcpe

In assessing the relative militery strengths of NATO end the War-
saw Pact, the most obvious develcopment fo be considered this year is
the withdrawel of French forces from the integrated NATO ccommand
structure. This is unfortunate not only because it lessens our asbility
to plen together in peacetime for concerted action in an emergency, but
also because we cannot be sure of the timely availability of French
forces, terrain, and airspace in the event of actuzl combat. With
respect to the first of these problems, I do not now expect serious
difficulties to ensue. VWhile French forces will not be formslly inte-
grated into NATO's overall emergency defense plans, informel lisison
between the NATO and French militery staffs can do much to bridge this
gap in practice. ’ '

The possible unaveilsbility of French terrain and airspece is of
more concern, because it could limit our capsbility to conduct a defense
in depth, and also because it requires a new wartime logistic supply line
to replace the one in France. But

he need for
French terrain is not nearly so important azs it would be 1if we were
plamning to refight World War II in Europe, which we have no .intention
of doing. Moreover, our mew lLine Of Commmications (ILOC), which will
run through the Benelux countries, wnile closer to the front than the
former LOC in France, is only helf as long and has considerably gresater
rail and road capacity. Finally, the loss of French airspece will, if
necessary, be overcome by basing in the U.X., Benelux, and Germany eir-
ecraft which would otherwise heve been loceted in France. Consequently,
these aireraft would not have to overfly France to engage in the Centrel
Region, if French airspace is not aveilable,.

The remaining issve -- the impact of the possible unavailability
of French forces -- must be considered in terms of the overall military

balance mcross the Centrel Region. The first point te be made is that
. France's actions have no significant effect on the backbone of NATO's
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deterrent, nemely, the nuclear forces {both strategic and tactical) of
which the U.5., of course, provides the vast mejority. However, with
respect to NATO's non-nuclear capabilities, France's potential contri-
bution could be more significant and it is important to corsider hzw
her action affects the balence between the NATO and the Warsaw Pact
forces, '

In NATO's Central Regicn, there ere now 29 U.S5. and Allied divisions,
of widelyv varving size,

_ Of this total, five divisions (including two in Ger |
many, with 97,000 men are French, leaving 24 non-French NATO divisions

with about 625,000 men. These forces are faced by 45 much smaller Pact

divisions —qmmed
in East Germany, Poland, and Czechoslovekia. Since these would be the

lané forces immediately available to esch side if confliet begen unex-
pectedly, it is important tc note that even without French forces, NATO
at present outmumbers the Warsaw Pect on the Central Front.

Both the NATO and Warsaw Pact forces could, of course, be substan-
tially expanded prior to a2 conflict. -

view such NATO forces, even without France, if properly equipped,
trained, and deployed, should be adequate to meet the objectives which

T believe are relevant: (1) to deal with incidents arising out of mis-
calculation; (2) to meet a Warsaw Pact mobilization end build-up with

2 roughly parsllel expansion of NATO forces; and (3) to deny the Warsaw
Pact any high probability of major success with enything less than a
meximum~scale attack upon the West, which would carry with it all the
attendant risks of rapid escelation to nuclear war.

As I have noted in thesé hearings for the last several years, our
Allies' land forces still suffer frem a number of deficiencies (measured
by U.S. standards), notably as regards equipment, war reserve supplies,
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and mobilization capability. While progress has been made in reducing
meny of these deficiencies, much remeins to be done, and I believe the
new NATQO defense planning procedures can be inveluable in this respect.
I should edd, of course, that even the best Warsaw Pact land forces
are not uwp to U.S., standards, and we see no reeson toc believe that on
e men-for-man basis they are better than NATO forces.

Tactical azir forces would also irmportantly affect eny conventionsl
conflict in the Central Region, and here NATO's potential capabilities
ere distinctly superior to the Warsaw Pact's g .
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To sum wup, I would assess the present balance of conventional capa-
bilities in Central Eurcpe as follows, TFirst, while we would expect,
hope for, and welcome the cooperation of France in time of emergency
or war, such cooperation does not appear vital to maintaining an ade-
quate conventicpal capability in NATO. Second, while we recognize
significant gqualitative weaknesses of various kinds in NATO's land end
gir forces, I believe thal our present conventional forces are large
encugh to implement the strategy which we -- and increasingly our
Allies -- reccgnize as an indispensable element of a sound overall
NATO posture. Third, a number of the qualitative deficiencies which
I have mentioned are being remedied and there is increasing interest
within the Alliance in remedying the others. TFourth, the new defense
planning procedures will help to achieve a better balance between poli-
ticzl commitments, strategy, forces and resources.

However, I do not wish to leave en overly optimistic impression
regarding the future ocutlook for NATO's conventional capabilities vis-
a-vis the Wersaw Pact. Soviet and Eest Furcpean land and air forces
today are formidable and will almost certainly remzin so. Moreover, in
addition to the French withdrawal from the integrated command, we may
face & redeployment of some U.K. forces -from the continent to the U.XK.
Hence, in addition, there will probably be increesing internal pressure
on the defense budgets of Germany and certain other NATO nations that
mey make it difficult for these Governments to equip and maintain forces
of the size and character we consider necessary. But all of these and
similar issues are being currently addressed in the trilateral and NATO
forums, and serious attention is being given at the highest governmental
levels to these common defense problems. Given this spirit, and the
immense resources at NATO's disposal, I see no reason why we cannot
mazintain and improve our already considerable conventiconal capabilities,
and I believe that the U.S. should continue to lead the way, as we have
for the last six years.

4,  Other Contingencies

In addition to Asia end Furope, contingencies reguiring the use of

U.S. military forces may arise in other areas of the world. These reguire-
- ments, however, would be smell in relation to our overall military strength.
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There is one pessible contingency, however, which may require the
large scele employment of our nevel forces, and that is a war at sea
with the Scviet Union not involving any land battles. Here,our global
naval power would provide us with 2 unique advantage provided the Soviet
submarine thresi can be contained, which we believe it can.

(I wilt ciscuss the anti-submarine warfare problem
in greater detzll later in comnection with the Navy General Purpose
Forces.) The Soviet surface fleet, without aircraft carriers, would

be ineffectual in challenging us for control of the seas. The cost

to the Soviets of building an attack carrier force would be encrmous

and with our salready large forece we could always stay welil ahead of them.

I would now like to turn to the General Purpose Forces proposed for
the next five years. :



C. ARMY GENERAL PURPOSE FORCES

The Department of Defense for many years, and under several Admin-
istrations, has been striving to make the "One Army" concept a reality
as well as a slogan. You may recall that when 1 appeared before the
Congressional Committees in May 1961 in support of President Kennedy's
recommendations on the realignment of the Army reserve components, I
noted that "they must be so organized, trained, and equipped as to per-
mit their rapid integration into the active Army." Since that time we
have not only been working on the question of how the reserve components
should be organized but also on how the reserve and active Army struc-
tures could best be meshed together. This latter question requires not
only a comprehensive analysis of the total Army force requirement but
also a very careful and detailed analysis of which elements of the total
structure should be provided in the active forces and which in the
reserve forces.

Fundamental to this type of analysis is the concept of a "division
force”. Although the combat division has long been the most widely
used standard for measuring the strength of the land forces, it sccounts
for only about one-third of the combat and support units required to sus-
tain the division in combat over an extended period of time. By .ltself,
the division is neither the best measure of combat capebility nor a
sound basis for force planning, although it has in fact been used for
both purposes in the past. Because the other two-thirds of the combat
and support units are vital to the division's effective employment, they
too must be provided in the force structure, and they must be so manned,
trained, end equippéd that they are ready when needed. A "ready" divi-
sion without "resdy" support elements would be incapable of combat. The
division force concept ensures that our planning explicitly recognizes
this relationship (indeed, interdependence) between the division and its
major support elements, since it requires us to identify these elements
in deteil. .

As a first approach to the problem, we have grouped all of the organ-
ized (TO&E) units of the division force into three categories:

(1) The Division itself.

(2) The Initial Support Increment (ISI) -- i.e., the non-divisional
combat and combat support units which are required to support
the division in the initial combat phase.

(3) The Sustaining Support Increment (SSI)} == i.e., the additional
non-divisional upits including the combat, combat support, and.
service support needed by the division for sustained combat
operations beyond the initial phase.
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By structuring the division force in this way, we can see more
clearly the relationship of the divisions themselves to the other
Army units shown on Table 5 of this statement. For example, the
Armored Cavalry Regiments and the Separate Support Brigades, shown
under Msjor Supporting Forces, are part of the Initial and Sustaining
Support increments for the division forces shown in the block above,
(A brigade force consists of the brigade itself and the supporting incre-
ments. Three brigade forces are the equivalent of one division force.)
Similarly, most of the Combat and Support Battalions shown on Table 5
are either units of the divisions and brigades themselves or their
initial and sustaining support.

In addition, the division force concept helps us to:

(1) Relate standards of unit readiness, manning levels, etc.,
directly to the time phased unit deployment schedules, which
underlie our contingency planning.

(2) Determine more precisely which units must be provided in the
active forces and which could be provided in the reserve
components.

(3) Tailor forces for particular missions, operational environ-
ments, and tempos of activity.

(4) Understand better the relationship between support functions
(supply, maintenance, transportation, etc.) end combat func-
tions (maneuver and fire power), thereby enabling us to
achieve g better allocation of rescurces smong then.

(5) Calculate more precisely the peréonnel and materiel require-
ments of each unit.

While the concept still needs considerable development before all
of the foregoing advantages can be fully realized, it has already proved
of significant value in cur force planning. Very substantial progress
has been made in working ocut the detailed composition of each division
and brigade force -- infantry, mechanized, armored, etc. -- not only in
terms of maneuver battalions but also in terms of the various other
combat and support units, e.g., artillery, engineer, maintenance, etc.
And, we have now tentatively identified which of these units should be
provided -in the active forces and which in the reserve components.
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Summarized in the table below are the permanent division force equiva-
lents proposed for the FY 1969-72 period, divided between the active
and reserve forces.

Division Force Equivalents

: Active Reserve ' Total
Type DVE 51 SSI DVE isI SSI DVE ISI ~  SS1
Airborne I1-1/3  1-1/3 1-1/3  1-1/3
Airmobile 2 2 2 2 2 2
Infentry 5 5 3 5 5 7 10 10 10
Mechanized k4 3 2 1 2 3 5 5 5
Armored Y .2 1-2/3 .2 L L-1/3 6 6 6
16-1/3 13-1/3 B-2/3 8 11 14-1/3 2h-1/3 2L-1]3 23

No sustaining support increment is provided for the airborne forces
because this type of unit, like the Marine Corps smphibious division, is
designed primarily for the initial assault phase &nd not for sustained
combat. (However, we have authorized equipment for 1-1/3 sustaining
suppert increments so that they could be formed on relatively short notice
if the total Army force were required for sustained combat.) You will
notice that much of the sustaining support for the active divisions is
included in the reserve forces, reflecting the fact that these types of
units are usually deployed afier the divisions themselves. Because it
will take several months fto deploy all of the active divisions, the
initial support increments for some of them can alsc be assigned to the
reserves. Thus, in this plan, we have fully integrated the reserve com-
ponent units {for which there is a military requirement) into the total
Army force structure. The remaining reserve component units, which we
are supporting as a result of a combination of circumstances arising
from the strength mandate of the FY 1967 Defense Appropriation Act and
the failure of our proposed reserve force reorganization to win Congres-
sional approval, are simply excess to this plan and accordingly are not
inecluded in the forces shown on Table 5, '

l. Army Force Structure

- The integrated active-reserve Army force structure pfoposed for
the FY 1968-T2 period is grouped on Table 5 under three main headings
-- Division and Brigade Forces, Major Supporting Forces, and Combet and
Support Battalions.
a. Division and Brigade Forces

Because of the temporary Vietnam sugmentations to the active Army,
the force structure we are proposing at the end of FY 1968 is the equiva- -

- lent of 27-1/3 division forces in the active and reserve structure combined.
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The recommended equipment authorizstion of 26-1/3 division force sets
requires in effect that the equivalent of ocne set of eguipment be
"porrowed" from the reserves by active forces which have been created
in lieu of mobilizing the reserves. (A recapitulastion of all the
temporary units added in the Army structure in FY 66-68 is shown in
footnote "a" to the Table,)

You may recall that funds were included in the FY 1967 Budget to
injtiate procurement of long lead time items for the conversion of a
second divisicn to the airmobile configuration, if experience proved
this desirable. The existing airmobile division, the 1lst Cavalry,
proved its worth in Vietnam and I have, therefore, tentatively approved
the conversion of the 10lst Airborne Division to an airmobile configura-
tion. The actual timing of this action is subject to the preparation of
a detailed conversion plan by the Army and the JCS, but for planning pur-
poses we have scheduled it for early FY 1969. Our much improved airlift
and sealift permits us to meet early deployment requirements with either
airmobile or infantry divisions, both of which are better suited to a
wider range of operations than the airborne type. On the assumption
that the Vietnsm conflict ends by June 30, 1968, the number of infantry
divisions reverts to five in FY 1969.

The number of Priority Reserve division forces, shown in the next
block, will remain at eight throughout the program period. During
FY 1968, one of the reserve infantry divisions designated for support
of NATO contingencies will be converted to a mechanized division.

As shown in the next entry, the three temporary active brigade forces
are scheduled to phase out of the structure after FY 1968, leaving one
active brigade force throughout the rest of the program period. The
increase of one active brigade force in FY 1967 reflects the scheduled
activation of one of the temporary brigades. The three reserve brigade
forces shown on the next line are three "separate" brigades from the
Mzjor Support Forces which are being treated temporarily as "brigade
forceg", as discussad sbove, These three brigades will revert to their
former status after FY 1968.

b. Mzjor Supporting Forces

The next major grouping on the %able covers the major supporting
forces, most of which represent the initial or sustaining support for
the division and brigade forces. In FY 1969 (when the 10lst Airborne
Division is converted to Airmobile), the Army will keep a portion of
the airborne assets to form a new permanent airborne brigade, thereby
esteblishing the brigaie total at seven throughout the rest of the
program period. With respect to the Priority Reserve, I authorized in
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the fall of 1964, as part of the proposed realignment of the reserve
conponents, an increase in the number of separate support brigades

from 11 to 16, and the procurement of equipment for them. As mentioned
earlier, we are temporarily treating three of the existing brigades as
brigade forces, lezving 13 in the supporting forces in FY 1968, assum-
ing the reserve components are reorganized. In FY 1969, all 16 are shown
in this category. '

No important chenges sare proposed for the Special Forces Groups or
the one remaining Missile Command. (The Missile Commend is essentially
an administrative headquarters for the U.S. HONEST JOHN battalion in
Korea which supports the Korean Army.)

C. Combat snd Support Battalions

The next major grouping recapitulates the principail combat and sup-
port elements of the division and brigade forces discussed previously. -

- Last year, our planning contemplated a permanent active force struc-
ture of 174 meneuver battalions plus a Scouthéast Asia related augmenta-
tion of twenty battalions, for a total of 194 by end of FY 1967. We now
propose to increase this total to 198 battalions and hold that level
through FY 1668, The additional battalions will provide a fourth batta-
lion for each of the two independently operating airborne brigades now
deployed in Southeast Asia, and two additional batfalions for the mech-
anized division in CONUS. The net increase of three permanent battalions,
to 177, in the post-FY 1968 "permanent" force, is the result of adding
the airborne separsie support brigade described above.

Last year, I mentioned the Army's program to shift the numerical and
geograpnic distribution of the various types of maneuver battalions in
ordsr to increasze the axrmor content of the NATO-oriented forces and the
infantry content of the other forces, so as to make both forces better
adapted to the kinds of terrain on which they would most likely hawve to
fight. This exchance of maneuver battalions will be completed in FY 1967.

No change is presently planned in the total number of Priority Reserve
maneuver battalions, althcugh the specific mission assignments of some of
them will change when the temporary active force augmentations are dropped.

The number «f srmored cavalry squadrons in the active forces will be
increased to 34, of which 6 will be part of the temporary Southeast Asia
augmentation. This will provide one sguadron organic to each division
(excludinz the airmobile division), three squadrons organic to each of
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the five armored cavalry regiments, one squadron organic to a separste
brigade, and two separate squedrons. '

With respect to artillery battelions, the demands of the conflict
in Southeast Asia together with our continuing study of the peacetime
force reguirements have caused us to make a pumber of changes in the
-structure. First, we now plen to increase the number of artillery batta-
lions in the active forces from the pre-Vietnam level of 115 at end
FY 1965 to 150 by end FY 1968, an increase of 35 battalions over the
three year period. By the end of the current fiscal year we expect to
have 1L7 battalions, compared with the 133 planned a yesar ago for that
date., Second, our experience in Vietnam has shown that the mix of
separate artillery battalions should contain more heavy 8" howitzers
and 175ma gun battalions. Accordingly, of the 35 battalions to be added
to the forces between end FY 1965 and end FY 1968, seven will be 8"
howitzers (an increase of nearly 50 percent, from 18 to 25) and eight
will be 175mm (an increase of more than 100 percent, from 7 to 15).

Although we show the permanent active artillery force reverting to
115 battalions after FY 1968, we are reexamining the possible need for
a greater number and perhaps & different mix. This is also true for
the reserve components artillery battalion structure, since its size
and composition must be directly tied to the active structure.

The number of Divisional Signél Battalions is scheduled to remain
the same, one for each division in the Active and Priority Reserve forces.

The Combat Ares Signal Battalions are the chief component of the
field army's area communications system. These battalions are author-
ized in the ratio of six for each deployed field army. The permanent
Active and Priority Reserve force structures contain sufficient units
to form thres such field armies.

The number of Engineer Combat Batialions in the active forces has
been temporarily increased from 38 to 43 through FY 1968 in order to
meet Southeast Asia nesds. One engineer combat battalion is organic
to each active and reserve division. The remainder are separate units
which are part of the initial and sustaining support increments. The
Army is presently restudying the requirement for combat engineer units
in light of our recert experience in Vietnam and, therefore, the num-
bters showm for the FY 1969-7Z period must be considered tentative.

The next type of unit shown on the table, the Engineer Construction
battalion, is equipped with more and heavier types of construction equip-
ment than the Combat Engineer battalion and is capable of undertaking
larger and longer term jobs such as the construction, repair, and main-
tenance of permanent type roads, buildings, and bridges. Temporarily
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augmented to meet Southeast Asia requirements, the projected force for

the FY 1969-T2 period represents an allowance of two engineer construc-
tion battalions for each division force (except for the airborne divi-

sion). These units are also used to support the Air Force in the con-

struction of runways and other air base facilities.

This year, in order to reflect more accurately the growing impor-
tance of aviation in Army operations, the data shown on Table 5 have
been revised to include sircraft-dominated (generally company size)
units rather than just those specifically categorized in the force
structure as "aviation companies". With respect to the active forces,
we propose to continue the build-up of both temporary and permanent
units in FY 1968 to a total of 218 an increase of 27 over the level
envisioned a year agc. The permanent active force is tentatively
planned at 167 units, including the additional units required for the
second airmebile division. Paralleling the increase in the active force
structure, the number of aviation units euthorized in the reserve com-
ponents is also scheduled to grow significantly, from LO at the end of
FY 1965 to 71 by the end of FY 1969.

The next block on the table shows the number of aircraft assigned
to the Army's General Purpose Forces. (These data exclude alreraft in
the maintenance float and those employed for training or support of other
major programs.) AsS you can see, the aircraft inventory figures display
two basic trends: (1) a rapid growth in the force which will see it
double between the end of FY 1961 and the end of FY 1968; and (2) a
decline in the relative importance of fixed-wing sircraft as compared
with helicopters.

No major change is being proposed for the surface-to-surface missile
force from thal presented last year. One HONEST JOHN battalion is organic
te the 9th Infentry Division, which was formed specifically for Vietnam,
enc 1s shown.as a temporary unit. The Army has set aside the required
eguitment for this battalion, but has not mamned the unit sinece it will
not be needed in Vielnanm,

We had hoped in FY 1968 to start replacing HONEST JOHN and LITTLE
JOHN with the LANCE. However, delays encountered in the program have
made it necessary to defer the deployment of the first battalion until
FY 196%. (One LITTLE JOHN battalion still will be phased out in FY 1968
and itc mission partially assumed by 8" howitzers and 155mm howitzers
alread; in the force.)

By the end of FY 1970, six IANCE battalions will be operational,

and seven HONEST JOHN battalions (including the one temporsry unit) and
all four LITTIF JOMN battalions willl have been phaseéd out of the active
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Army. LANCE will be more mobtile and have a higher rate-of-=fire than
HONEST JOHN, a bigger payload than LITTLE JOHN, and better range and
accuracy than either. Furthermere,. developmental effort has been
initiated on an increased performance LANCE, which promises even further
gains in missile accur=acy, and range, and could provide a relatively low
cost substitute for the SERGEANT. '

Full implications of the LANCE capgbilities have yet to be deter-
mined and we gre £till not certain how many LANCE battalions should
wltimately be deployed.

Over the last few years we have taken a number of steps designed to
increase the capabilities of our PERSHING missile battalions, particular=-
ly so that those stationed in Europe might teke over the quick reaction
alert (QRA) mission now being performed by tactical aireraft. Because of
its mobility, PERSHING could provide e more survivable capability for the
QRA nuclear mission, while the aircraft released from the QRA role could
provide our ground forces with more sir support in the early stages of a
non-nuclear conflict. Originally equipped with four launchers per battal-
ion, we are now planning to provide the three European-based battalions
with 36 leunchers cach and the other two battalions with 24 each, for a
total of 156 lauichers in FY 1970-71. In addition, the battalions will
be converted from tracked to wheeled vehicles and given new jmproved
launchers and advanced fire contrcl eguipment. When completed, these
changes will permit o Europesn-based battalion to fire all of its 36
missiles in less than two hours, a more than five-fold improvement over
the current capel:ility, PERSHING actually became part of the QRA force
in December 1943, initially with two launchers of each battalion held on
alert during pezcetime. By increasing the manning level we will soon be
maintaining four lazunchers per battalion on pz..2-tiz: zlert and, in
FY 1570, this will irncrezaze to © per battalion. During periods of
tension, all launchers czn be placed on alert.

H
<

The finzl major grouping on Table 5 depicts the Army's tactical
air defernse systems. Lazt year I described to the Committee the steps
we were taking to improvs the Army's forward area air defense cepabilities,
These included the deployment of the new gun/CHAPARRAL system, the conver=
sion of five HiT{ bzttalions to a self-propelled configuration, the HAWK
Improvenment Progru:. and the SAM=D development program. We now plan to
initiate in 7Y 19%40 a nsw development program designed to ensure that
the NIFE-HEER(TINS can centinue to operate effectively in the projected
ECM environment cf the 1970z, This new program, together with the HAWK
Improvement Program, will provide a hedge against possible slippage in
the development of the 3AM-D which is tentatively planned as a replace-
ment for both HERCULES and HAWK.
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The NIKE-HERCULES will continue to be deployed throughout the
program period. One battalion will be activated in FY 1968 to pro-
vide a second battalion for the active forces in CONUS. In FY 1969,
eight of the HERCULES batteries now in Europe will be phased out.

The 54 HERCULES batteries in the reserve components will be continued
unchanged,

Twelve HAWK batteries were added to the program in FY 1967 for
Vietnam. These 12 batteries will be continued through FY 1968. The
increase of one battery in FY 1968, from 84 to 85, reflects the acti-
vation of the last four of the batteries asuthorized for Vietnam, offset
by the conversion of three HAWK battalions to the self-propelled con-
figuration. As I pointed out last year, the self-propelled battalion
will have three batteries of three firing platoons each compared with
the four batteries with two platoons each in the towed battalion. Thus,
the conversion will actually increase total fire power -- nine pletoons
in the self-propelled versus eight in the towed version.

In FY 1969 two more HAWK battalions will be converted to the self-
propelled configuration, thus reducing the number of batteries by two.

" However, eight new batteries will be formed (using the assets from the

12 temporary HAWK batteries in Vietnam, which we assume will no longer
be needed in FY 1969) in order to provide four special air defense
battalions for STRICOM. (The remaining equipment of the temporary units
will be used for maintenance esnd rebuild stocks.)

Last year we had tentatively planned to start procurement of the
improved HAWK in FY 1968. This system, which includes a new acquisition
radar and a higher performence missile, promises a significantly increased
effectiveness against advanced electronic countermeasures, very fast air-
craft, low speed or hovering aircraft, and multiple targets. However,
the project nas encountered some development problems and the program
has experienced an eight month slippage, moving the first unit availability
from March 1963 to November 1969, Meanwhile, we will go ahead with pro-
duction preparations, using the $10.4 million provided in FY 1967 for
that purpose and the $25.0 million requested in FY_;968 for production
engineering and production prototype missiles,

Last year we had plannied to deploy a gun/CHAPARRAL missile battalion
(four batteries) with eazch of the 16 active Army division forces plus
three battalions (four betteries each) for low altitude defense of Army
service area facilities, in Burope or Korea. One battery is to be pro-
vided for each of the four special air defense battalions for STRICOM,
which I mentiocned esrlier, plus four school/rotation batteries, making
a total of 8L batteries. As shown on the table, we still plan to deploy
a force of 8l batteries, except that one of the six battalions (four
batteries) originally scheduled for activation in FY 1968 will not
become available until early FY 1969,
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Three types of operational gun/CHAPARRAL battalions will be formed:
a Tully self-propelled battalion for the armored and mechanized divi-
sions; a modified self-propelled version (including one towed gun battery
which can be airlifted) for the infantry divisions; end an all-towed
version for the airmobile and airborne divisions. We may field some of
the gun batteries before the CHAPARRAL missile is ready, since the gun
itself (a VUILCAN 20mm) is a formidable air defense weapon even when
deployed alone.

BExcept for two batteries permsnently deployed in Panama, the self-
propelled anti-airecraft gun batteries shown next on the table were acti-
vated in response to Southeast Asia needs. Last year, we had expected
to organize 48 of these units by end FY 1967, but further review indica~
ted that a total of 22 batteris would meet presently foreseeable require-
ments. Of the 22 batteries shown in FY 1967, five are presently being used
for training. As the training progrem is completed, these five batteries
will be phased out,

Although the REDEYE, another air defense system, is not shown in the
force structure, each Army division is asuthorized approximately 58 two-
man REDEYE teams (one for each combat company-sized unit). The first
operational REDEYE teams are now in training and will be deployed in
March 1967, and all will be in place by end FY 1969.

2. Army Procurement

The Army's materiel objectives provide for initial equipment for
26-1/3 active and reserve division force equivalents, and the associated
suppert establishment. As explained earlier, the apparent surplus of -
the equivalent of one division force in the Reserve components occurs
as a result of the fact that a portion of the Vietnam augmentation forces
are in eiTect "borrowing” their equipment from Reserve Forces for which
eguipmeni had already been authorized.

With respect to the two surplus division sets which would remain
after the three Vietnam augmentation forces phase out, we do not have to
decide their disposzition at this time, since there is no way of forecast-
ing when the conflict will end or what its uitimate requirements will be.
There are, in fact, several alternatives, For example, one or both sets
could be held intact, thereby greatly speeding some future mobilization.
Or, the egquipment could be prepositioned, thereby enhancing our deploy-
ment flexibiiity.

War reserve stocks of equipment will be procured for 88-1/3 division
force months of combat consumpticn, including 29 months at intensive rates

(i.e., 50-75 percent higher). This provision is based in part on 90 deys
consumption for 8 division forces specifically oriented to Europe, and
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up to 180 days for the other division forces in accordance with their
deployment schedules. Reserve stocks for emmmition end secondary
items are based on the D-P concept for all forces except the 8 Europe-
oriented division forces, which are provided 90 days. Combat consump-
tion stocks for all forces planned for SEA deployment are provided on
the basis of projected consumption through the FY 1968 procurement
delivery period, including the temporary forces.

The revised FY 1967 Army procurement program now totals $5,863
million, of which $2,130 million is included in the Supplemental. The
1968 program totals $5,881 million. The Army's procurement program is
shown on Table 6 attached to this statement.

a. Adrcrafi

The FY 1967-68 Army aircraft procurement program is designed to
meet projected Southeast Asia attrition replacement needs together with
the planned build-up in the Army's aviation force structure. The FY 1967
program now totals $1,202 million for 2,697 aircraft, of which $533 mil-
lion is included in the Supplemental request. The FY 1968 program in-
cludes $769 million for 1,479 aircraft.

The first item on the list is the UH-1B/D (IROQUOIS), the primary
tactical utility transport helicopter of the Army. The FY 1967 program
now includes 753 UH-1B/Ds (of which 63 are in the Supplemental) and 528
more are included in our FY 1968 request.

The FY 1967 program also includes 420 AH-1G (COBRA) helicopters -
(of which 210 are in the Supplemental). This heavily armed version of
the UH-1 is being procured as an interim airborne fire support plat-
form until the Advanced Aerial Fire Support Helicopter, now in develop-
ment, can be produced. Another 214 AH-1s are included in the FY 1968
program. Production of the UH-1/AH-1 will phase down from the current
150 a month to a rate of approximately 60 a month in calendar year 1969.

Production of the CH-47 (CHINOOK) transport helicopter will be
reduced from the present rate of 15 a month to 10 a month during FY 1968
with a further phase-down to approximately six a month during FY 1969.
Funds for 71 of these aircraft are included in our request.

We now propose to procure 637 OH-6A observation helicopters in
FY 1967 and 600 more in FY 1968, Ultimately, this asircraft will be
used to replace the older 0H-l3/23s and fixed-wing 0-1s, but the current-
ly proposed guantities are necessary to meet requirements for Southeast
Asia and the training establishment.
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Thirty CH-S5UA heavy 1ift helicopters are included in the FY 1968
request. These aireraft are presently being employed in Vietnem to
greet adventage where their ability to 1ift and deplcy heavy weapons
is proving most valuable, :

We also propose to procure 36 more OV-1C (MOHAWK) fixed-wing obser-
vation eircraft in FY 1968, Funds are included in the FY 1967 Supple-
mentel request for 81 U-21As, s twin turboprop eircraft used by tactical
units for administrative support. These gircraft will replace those
U-8s withdrawn and modified in FY 1966 for new intelligence missions in
Southeast Asia.

‘The $25 million shown on the table for the AH-56A Advanced Aerial
Fire Support System {AAFSS) will provide for procurement of long lead
time compenents to permit esrly initiation of production, when develop-
ment warrants such a decision.

Finally, to meet the greatly expanded needs of the Army's aviation
training program, 536 training helicopters heve been included in the
FY 1967 Supplemental., At this time, no further trainer procurement is
" planned for FY 1968.

b. Missiles

Army missile procurement (incluﬁing spéres) will total $561 million
in FY 1967 and $760 miXlion in FY 1968.

The $91 million requested for PERSEING is required for the procure-
ment of the previously mentioned ground support eguipment for the three
Quick Reaction Alert battalions deployed in Europe.

Funds requested for LANCE will procure'ﬁssiles and related
ground suppert eguipment and bring missile production tc the de51red rate
of 60 per month early in FY 1968.

Procurement of the TOW missile system, which will gradually replace
the 106mm recoilless rifle and the ENTAC missile as the primery heavy
" anti-tank weapen, will be initiated in FY 1968. The funds requested will
procure 5,550 missiles, 211 launchers, and 203 vehicle adapters, sufficient
to provide initial quantities for fraining and far equipping one bettalion.

For SHILLEIAGH, the FY 1968 request includes funds for 14,500 mis-
siles. This infrared, command-guided anti-tank missile is the primary
weapon for many of the M-60 tanks end the General Sheridan armored recon-
nzissence vehicles. In FY 1968, we plan to open a second production
source for this missile in order to ensuwre an element of competition in
future procurement awards.
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The funds requested for 4013 REDEYEs, the shoulder-fired air
defense missiie, will complete our presently planned procurement objec-
tive.

The FY 1968 request provides funds for 1,440 CHAPARRAL surface-to-
air missiles and related ground equipment, A delsy in building up to
the desired production rate of 360 missiles per month accounts for the
smaller quantity which has to be financed in FY 1968.

No additional procurement of HAWK missiles is proposed for FY 1968
since the improved missile should be available for production in FY 1969.
The $32 million requested for the gystem will provide ground support
equipment for two battalions and some training equipment.

While no procurement funds are requested for HERCULES, we have under-
taken a small development progrem (utilizing $1.7 million of FY 1967
emergency funds) to explore the feasibility of adspting this system to
the surface-to-surface role. In addition, as previously mentioned, we
rlen to start a development program to improve HERCULES ECM capsbilities
and $1 million is included in the FY 1968 R&D request for this purpose.

Cc. Weapons and Combat Vehicles

The revised FY 1967 program for weapons and combat vehicles totals
$589 million ($83 million in the Supplemental request), and $554 million
is included in the FY 1968 Budget request.

The $2L million requested for the M-139 (HS-820) 20mm gun in FY 1968,
will complete our planned procurement of the weapon which we have been
buying to upgrade the fire power of the M-1l4 armored command and recon-
naissance vehicle.

Another item, the 20mm VULCAN air defense gun, is the weapon which
we will deploy with the CHAPARRAL air defense missile. For FY 1968,
funds are requested for 192 of these six-barrel Gatling-type guns.

. The FY 1968 request includes funds for another 175,000 5.56mm rifles
which are now being used in Southeast Asia.

The FY 1967 Supplemental provides for an additional 175 81mm mortars,
bringing the total for the year to 500, For FY 1968, we are requesting
funds for 9032 more.

The FY 1967 Supplemental also includes funds for an additional 138
self-propelled 155mm howitzers, bringing the total for the year to L420.
A final quantity of 27 of these howitzers is included in the FY 1968
request. These larger wespons are being used to replace 105mm howitzers
now in the force. -
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The FY 1967 quantity for the M-578 light recovery vehicles has
been increased from 150 to 218 and an additional 79 vehicles are in-
cluded in the FY 1968 request.

Production of the General Sheridan srmored reconnaissance and air-
borne assault vehicle will be malntalned at the rate of 50 per month
in FY 1968 and funds for 600 are included in our request.

The next four items on the table ~- the M-113 armored personnel
cerrier, the 8lmm and 107rm self-propelled mortars, the M-577 command
post carrier and the M-5L48 cargo carrier -- share a common chassis and
are produced at the same facilities. We plan to maintain the current pro-
duction rate of 250 per month during FY 1968. This will enable us to
meintein a going production base through at least FY 1970, With the pro-
posed FY 1968 procurement, we will have funded sbout 87 percent of our
total inventory objective for these vehicles,

With respect to medium tenks, the FY 1968 program provides for con-
tinued modernization of the inventory. Rather than continue the retrofit
of M-U8 tanks with new diesel engines and 105mm guns to improve their
operating range and firepower, we propose for FY 1968 to step up produc-
tion of M=-60 types. In recent years we have been buying only enough
M-60s (equipped with the SHILLELAGH missile/152mm gun turret) and other
vehicles which employ the same chassis to support the minimum sustaining
production rate of 30 units per month. By doubling the production rate,
we now believe we can obtain M-60s equipped with a 105mm gun at virtually
the same cost of a retrofitted M-i8, Therefore, in FY 1968, we have in-
cluded funds for 300 M-60s with the 10Smm gun, 300 M-60s with the SHIL~-
LELAGH/l52mm gun and 30 each of the armored vehicle bridge and the combat
engineer vehicle which use the M-60 chassis.

Development of the Main Battle Tank, a joint project with the Federal
Republic of Germany, has encountered some delay, with the result that its
intreduction into the operational inventory has slipped from FY 1970 to
FY 1971. Consequently, $8 million of the $10 million provided in FY 1967
for advance production engineering will be applied to other programs.

In FY 1968, advance production engineering for the Maln Battle Tank will
require $11 million. In addition, $34 million will be required for the
U.S. share of the joint development costs,

d. Tactical and Support Vehicles
The revised FY 1967 program for trucks and other non-combat vehicles
totals $65%ﬂ§illion ($154 million in the Supplemental request). For

FY 1968, $*°3million is requested for asbout 53,000 vehicles. As shown
on the table, the major portion of these items for FY 1968 sre: 11,605
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1/b-ton trucks, 9,000 1-1/k-ton (M-715) trucks, 16,000 2-1/2 ton trucks,
and 3,800 5-ton trucks of all types. No additional funds are requested

in FY 1968 for the new 1-1/4-ton GAMMA GOAT (M-561) vehicles, since the

FY 1967 quantity of 1,500 will support the production line through FY 1968,
For the five principal vehicles in this category (the 1/h-ton, the 1-1/h-
ton (M-715), 2-1/2-ton, and 5-ton trucks and 10-ton tractor), the FY
1967-68 procurement quentities, together with trucks funded in prior years,
will provide an inventory of 343,000 vehicles, or about 97 percent of our
objective. .

€. Communications and Electronics

For communications and electromics procurement, the revised FY 1967
program provides $617 million, ($303 million in the Supplementsal request)
and the FY 1968 request totals $550 million,

Included in the FY 1967-68 request are a number of items related to -
Southeast Asia requirements. For exemple, substantial sums are provided
for night vision equipment, counter-mortar radsrs, field wire, and a wide
range of tactical radio and telephone equipment. Other important procure-
ments include those for STARCOM (the Army's long-haul communications sys-
tem) and communication security (COMSEC) equipment.

f. Ammunition

For ammunition the Army's revised FY 1967 progrem includes $1,361
million ($584 million in the Supplemental request). For FY 1968, $2,224
million is requested. : )

Procurement of small arms ammunition, (5.56mm, 7.62mm, end 30 caliber)
will continue to increase in FY 1968 (2.2 billion rounds as compared to
1.8 billion rounds in ¥Y 1967) in order to meet projected needs in South-
east Asia. : .

Procurement of 40mm ammunition will increase from about 3 million
rounds in FY 1967 to approximately 10 million rounds in FY 1968; this
ammunition is used primarily with the M-79 grenade launcher and a rapid
fire helicopter-mounted version of this launcher widely employed in Viet-
nm. ’

Similarly, the increases shown for 8lmm, 105mm, 106mm, and 4.2 inch
cartridges and the 2.75 inch rockets are related to projected Southeast
Asia consumption requirements, The increase in 152mm ammunifion pro-
curement is to build up initial inventories for the weapons being mounted
on the M=60 tenk and the General Sheridan vehicle. Lerger quantities of
155mm ammunition are required to meet the growing Inventory of 155 self-
propelled howitzers and to provide for increased consumption in Vietnan.
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The 2.75" rocket which is fired from Armyjhelicopters, is being
used in large quantity in Vietnam. In FY 1968 we expect to procure
approximately 805 thousand rounds of 2.75" ammunition.

The last major ammunition item, the 66mn rocket, is the Light Anti-
tank Weapon (IAW) which must now be bought in larger quantities as stocks
of the 3,5 inch rocket (which it replaces) are consumed.

g. Other Support Equipment

The revised FY 1967 program for other support equipment totals $608
million ($247 million in the Supplemental request). These funds are
required for such items as electric field generators, road graders,
ceranes, tractors, bridge components, shop equipment, fork 1lift trucks,
etc, For FY 1968, $L437 million is requested.

h. Production Base Frogram-

The revised FY 1967 program for production base support totals $272
million, ($220 million in the Supplemental request). For FY 1968, $95
millicn is requested.
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D. WNAVY GENERAL PURPOSE FORCES

The Navy General Purpose Forces proposed for the FY 1968-72 period
are shown on Table 7. Except for the Vietnam-related forces, the major
changes from the program planned last year concern the anti-submarine
warfare forces, the guided missile ships, the amphibious ships, and the
minesweepers. There is, however, one general problem in this area which
deserves special mention, and that is the dolorous state of the smerican
shipbuilding industry.

It has become increasingly apparent in recent years that our ship-
building industry, both public and private, has fallen far behind its
competitors in other countries. Not only does it cost twice as much to
build & ship in this country, it also takes twice as long. The reason
for this highly unsatisfactory situation is not simply the difference in
wage rates between the United States and other nations, or the inefficiency
of American labor; other American industries, notably automobile, aircraft,
and computers, have been more than able to hold their own against foreign
competition. The root cause of the trouble is much more fundamental --
despite the efforts of several shipbuilding firms to modernize their
facilities -- the American shipbuilding industry is generally technically
obsolescent compared to those of Northern Europe and Japan,

This is a startling development In view of the fact that the United
States is the most highly industrialized nation in the world. It is even
more startling when we realize that the modernization of the European and
Japanese yards has been achieved by applying, on a massive scale, U.,S.
automobile and aircraft manufacturing technology to shipbuilding. Let me
read you two paragraphs from a report prepared by Assistant Secretary of
the Navy Besnnerman and the Chief of Naval Materiel, Admirsel Galantin,
following their visit to a number of North European shipyards:

"The first obvious improvement was in the handling of new
materials. Steel plate and shapes, stocked near the plant, are
moved on to rollers and the processes of cleaning, shot blasting,
priming, cutting and frequently shaping and welding are done auto-
matically, as remotely controlled machine operations, with an
apazingly small number of people, and with a minimum crossing as
material moves to the assembly area. The assembly of each major
sub-section is done in a fixed position indoors wherever possible.
Significantly, these subdivisions are very large {up to 600 toms),
thus minimizing individual handling operations. As a major sub-
section is assembled indoors, piping, ventilation, wiring and work
"normglly considered as outfitting are incorporated as much as
" possible and they are then moved into place on the building ways
where the remaining structure is joined. This latter concept is
In being or planned in most of the modernized yards.
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"Important improvements have been made in the use of com-
puters., Given the significant basic design parameters of a
proposed ship, several yards had programs whereby their com-
puters provide the required hull dimensions, lofting, weight
of steel, power requirements, optimum compartmentation, ete.
with great flexibility in casting up changes as needed by the
specific requirements of indiwvidual ships. Depending upon past
experience with the design, computers supply tapes which can be
directly employed for programming end scheduling the work flow

"of all production and outfitting throughout the building cycle
and for numerical control of the burning and welding processes
in the shops. Through automatic drafting machines, these com-
puters turn out production drawings without the use of draftsmen.
The simplification and savings in labor in comparison with con-
ventional manual methods are enormous. Some of the above improve-
ments are in use in some U. £. yards today and some are in trial
stages. However, it is believed that no U.S. yard has developed
the completely integrated controls and production processes that
- we saw in northern Europe.”

Unfortunately, public discussion of the shipbuilding problem in
this country has been focused on what is actually the minor part --
its relationship to the Merchant Marine problem. I can well under-
stand why the American Flag Line operators .should wish to sever the pre-
sent interlocking relationship bhetween the Merchant Marine and the sghip-
building industry; they could buy ships abroad at half the price and get
delivery in sbout half the time. But while this divorce might solve the
problem of the Merchant Marine, it would not solve the problem of the
Defense Department. The U. S. Merchant Marine provides only a few hun-
dred million dollars of work per year %o the shipbuilding industry;
Navy work amounts to between $2 and $22 billion a year. Thus the Defense
Department, and the taxpayer, has a stake in the American shipbuilding
industry which goes far beyond the immediate problems concerning the v
Merchant Marine, : .

Obviously, the more fundamental solution is to revitalize the Ameri-
can shipbuilding industry. Although we may never be able to overcome
completely the wage rate differential, there is no reason why the Ameri-
can shipbuilding industry should not be, in a technological sense, as
good as the best any other country has to offer. We have the technology
and the manufacturing "know how"; what we need to do is to find some way
in which they can be applied to the American shipbuilding industry and
some way %o finance the relatively large investments that would be
required.
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With regard to Navy work, the Defense Department has already
embarked on such a program. Wherever feasible, we are grouping our
ennual shipbuilding programs into multi-year procurement. Last summer,
the ten DEs provided in the FY 1966 program were combined with the ten
in the FY 1967 program and the entire quantity of 20 was awerded to =
single private yard. Similarly, six LSTs in the FY 1966 program were
combined with the eleven in the FY 1967 program and awarded to another
private yard. Needless to say, both of these programs were awarded on
a competitive Dbasis.

Of perhaps greater significance over the longer run is +the new
procurement package approach, of which the Fast Deployment Logistics {FDL)
ship is an outstanding example. Under this aepproach, the shipbuilder is
asked to bid on the entire package -- design, development, and construc-
tion -- of a reletively lerge pumber of ships to be delivered over a
period of years, much like the packege approach to aircraft procurement.
Several new programs of this type are contemplated, and I will discuss
these in context with our proposals for the Navy General Purpose Forces
in the FY 1968-72 period.

1, Attack Carrier Forces

) o Last year, I described to the Committee & mew plan under which we
would meintain en active fleet of 15 attack carriers and 12 air wing
equivalents, instead of the 13 carriers and 13 air wings we Were planning
on before. We made this change because the new force structure promises
to provide significeantly more usable combat power than the one previously
planned ~- end at no increase in cost. However, a force of 15 carriers
end 12 air wing equivalents would require. some change in the present mode
of operation. Carriers would normally deploy in peacetime with less than
the maximum complement of aircraft and additional asircraft would be flown
to the carriers when and as needed. In effect, we would be treating the
attack carrier as a forward floating ajr base, deploying the aircraft as
the situation requires, much as we do in the present carrier operations
off Vietpam. It is this kind of operational flexibility that enables the

. attack carriers to make a unique contritution to our overall tacticeal air
capabilities.

Although the adjustment of the air wings to the new force structure
is scheduled to begin in FY 1968 and be completed by FY 1971, the total
number of combat aircraft assigned to the attack carrier force will remain
virtually unchenged. You may recell that two years ago, in a decision
unrelated to the number of carrier wings, we decided to increase the
mumber of light attack aircraft per squadron WNEEENER =-¢ the nun-
ber of light attack squadrons per FORRESTAL-class carrier from
W In terms of aircraft assigned, these increases, together with
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the replacement of ESSEX-class carriers with the much larger FORRESTALs
and ENTERPRISEs will just about offset the reduction to 12 equivalent
gir wings. In other words, each equivalent air wing in FY 1971 will
have about 25 percent more aircraft than the present average air wing.

a. Ships

As shown con Table 7, the attack c.rrier force at the end of the
current fiscal year will consist of one nuclear-powered carrier, the
ENTERPRiISE, and seven FORRESTAL-, two MIDWAY- and five ESSEX-class.

In 7 1969, the last of the conventionally-powered attack carriers now
under construction, the JOHN F. KENNEDY, will join the Fleet, followed
in FY 1972 by the second of the nuclear-powered carriers.

Last year we had planned to start the modernization of the FRANKLIN
D. ROOSEVELT in FY 1968, when the MIDWAY was to have completed her modern-
ization and rejoined the Fleet. However, it now appears that because of an
increase in the scope of the work, the MIDWAY will not be ready to rejoin
the Fleet until late FY 1969. Inasmuch as we plan to start construction
of a new nuclear-powered attack carrier in that fiscal year, we now pro-
pose to delay the start of modernization of the FDR until FY 1970 so as
to avoid peaking the workload in the shipyards. This means that we will
have three MIDWAY-class carriers in the Fleet for a short period of time
just before the end of FY 1969 and four ESSEX-class. In order to avoid
heving to lay up one of the ESSEX-class carriers in FY 1969 and then
bring it back into the Fleet in FY 1970, we propose to retain all four
during FY 1969, thus giving us a temporary force of 16 carriers at the
end of that fiscel yedr. In FY 1970, when the FDR begins her modernization,
the total number of attack carriers will again be 15. '

When the FDR rejoins the Fleet in FY 1973, the attack carrier force
will comprise two nuclear-powered ENTERPRISE-class, end eight -FORRESTAL-,
three MIDWAY- and two ESSEX-class carriers. As I stated last year, if
we are to retain a force of 15 carriers, two more will have to be pro-
vided. These are scheduled for the FY 1969 and FY 1971 construction
programs and both will be nuclear powered. TFifty million dollars is
_ included in the FY 1968 budget for long lead time components for the

FY 1969 carrier. When these ships are delivered to the Fleet, the re-
maining ESSEX-class carriers will be retired from the CVA force, which
would then consist of four nuclear-powered, eight FORRESTAL- and three
MIDWAY-class carriers, for a total of 15.
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b. Carrier Alrcraft

No major change is contemplated in the composition of the eaircraft
complement of the attack carrier forces from that projected & year ago.
The decline in the number of fighter aircraft after FY 1967 reflects
twe factors -- the previously mentioned reduction from 15 to 12 air
wing equivelents beginning in FY 1968, end the substitution of the more
capeble F-111B for cther fighter airecraft on a less than one for one
basis beginning in FY 1970. The transition from 15 to 12 air wings
should be completed by FY 1971, at which time the fighter force will
consist of 21 squadrons {12 aircraft each) -- 3 F-111Bs, 12 F-ks end
6 F-B8s. The F-8 squadrons are retained for the ESSEX-class cerriers
which cannot effectively operate the F-bs or F-111Bs. Four more F-111B
squadrons should replace six of the F-4 sguedrons and two of the F-8
squadrons in FY 1972, thus providing a force of seven F-111B, six F-4
and four F-8 squadrons.

By end FY 1971, wken the transition to the 12 equivalent air wings
is complete, we will have a total of 57 attack sguadrons -- 12 4-6
(9 aircraft each), 13 A-4 and 32 of the pnew A-7 (both with 14 aircraft
each). The first few A-7s are scheduled to be delivered to the Fleet
by the end of the current fiscal year, and by end FY 1673 we expect to
c achieve our objective of 42 squadrons (588 aircraft).

Inasmuch as the A-3 heavy attack aircraft {showvn in the next block
of Table 7) are no longer required for the strategic mission, they are
novw being used as tankers to extend the range of "shorter-legged" Navy
aircraft. However, the tanker configuration package is readily removable
and these aircraft can be reconverted to the attack role in a matter of
days, if required. - : . : :

Although the number of reconnaissance aircraft shown on Table 7

declines after FY 1967, we actually plan to maintain this force at
. about the present level. A reconnaissance aircreft’'s overall performance

is determined primerily by its specizlized reconnaissance equipment --
i.e., the sensors, computers, etc. -- rather than its airframe. We have
a number of aircraft in which such equipment can be installed -- the
F-4 which is now in lerge scale production, the F-8 which is now being
re-worked in large numbers, and the F-111 which is now coming into large
scale production. There is also the possibility of increasing our
presently planned procurement of the RA-5C, which, like the RF-8, is
already being used in the reconneissence role, With these alternatives
available, we will have sufficient time to make a decision next year
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on which additional airecraft to procure in order to maintein the re-
connaissance forces at the present level.

In the ECM/AEW ares, the forces are essentially the same as those I
presented last year, although there hes been a2 slippage of one year in
the expected introduction of the EA-6B. The work involved in converting
the A-6A to the ECM role has turned out to be considerably greater than
enticipeted, and the costs will be significantly higher. But the EA-6B

promises to be far more capable than the EA-1 which it will reilace|

No significant changes have been made in the combat readiness training
aircraft forces but they have been regrouped in order to relate them more
closely to the forces assigned to the carriers. All except the "Cther”
cetegory are combat-capable aircraft used fer readiness training.

2. ASW and Destroyer Forces

Three years ago, in recognition of the unsatisfactory state of our
¥mowledge in anti-submarine warfare (ASW), I requested the Navy to under-
take systemetic, long-term studies of 2ll of the related aspects of the
problem. From these studies has come a much better understanding of both
the chaeracter and extent of the threat and the capsabilities of the forces
required to cope with it.




As & result of these continuing studies, it now appears that some
additionsl changes should be made in our ASW program. These involve the
size of our ASW carrier forces, the substitution of land-based patrol
aireraft for the seaplanes, and the extension of the SOSUS system into
the central and far Pacific. T will discuss these and other less impor-
tant changes in context with ocur proposals for the ASW forces through

the FY 1968-72 program period.
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a. ASW Carriers ,

We now have eight ESSEX-class ASW carriers, one of which, the
INTREPID, is temporarily operating as an attack carrier in support
of Southeast Asia operations. Our studies show that compared with
other ASW forces, the CVS ASW Group is a relatively high cost system
of limited effectiveness. The fixed-wing ASW aircraft zboard these
carriers are able to detect the presence of enemy submarines tut they
are not very good at pinpointing their location and they have virtually
no capability for destroying them. The carriers' helicopters, while
able to pinpeoint the submarines and destroy them, have a relatively
limited operating range. Yet, the annual operating cost- of a CVS is
about $32 million, including about $17% million for the aireraft com-
plement.

A5 the newer ASW systems -- the SSNs, the DEg, the P-3 patrol air-
crat't, ete. =- join the Fleet In increasing numbers, the reletive value
of the ASW carriers will continue to decline, Accordingly, we now pro-
pose to reduce the force from eight to six carriers in FY 1969, assuming
the conflict in Vietnam ends in FY 1968. We propose to hold the CVS
force at six carriers pending the cutcome of a number of promising de-
velopments now underway which give hope of a significant improvement in
CVE aircraft capabilities. These include a new directional sonobuoy, a
new airborne ASW radar, and new airborne data processing equipment. If
these and other related programs succeed in raising the overall effective-
ness of the CVS to the point where it becomes desirable to rebuild the
size of the carrier force, this can be done quite readily since one
ESSEX-class carrier will be phasing out of the attack role in FY 1969 -
and another in FY 1§72. By holding these two carriers in the ASW role,
the force could be rebuilt to eight,

As shown on the second page of Table 7, the older SH-34 helicopters
have already been replaced by the new SH-3, 16 per CVS. The CVAs will
also be provided SH-3 ASW helicopters, and by FY 1970 a force of 45 SH-3s
will have been established to provide detachments of from 3 to 6 of these
helicopters for each deployed CVA,

The older S5-2s will have been completely replaced by the newer S-ZEs
by the end of FY 1967, with a complement of 20 aircraft per CVS. How-
ever, the 85-2E is a relatively small aircraft and would be unable to
carry the advanced sensor and data-processing equipment required to com-
bat a more sophisticated submarine threat which might emerge in the future.
While full scale development and procurement of a replacement sirecraft
should not be undertaken until the role of the CVS in the overall ASW
effort of the 1970s has been clarified end until the need for a more
sophisticated capability has been clearly demonstrated, we have included
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25 million for contract definition of a new ASW aircraft (VSX) should

Turther study warrant our going ahead with this program.

In addition to its ASW aircraft, each CVS is authorized four A-bs
in order to provide a limited intercept and air defense cepability.
Finally, we will continue to maintain eight squadrons of carrier-based
ASY search alircraft and four squadrons of ASW helicopters in the Navel
Reserve forces for the four CVSs we plan to retain in the Reserve Fleet,

b. Attack Submarine Forces

By the end of the current fisecal yeer the submarine force,
excluding POLARIS, will mumber 105 submairines, 32 of which will be nuclear
pewered. We have contipued to encounter difficulty in getting the SSN
prrogram on schedule, principally because of the Submarine Safety Program
and 2 shortage of skilled workers. As a resuit, we will have eight fewer
SSWs in the force at end FY 1967 than plenned last year, but we hope to
make up mest of this shortfall next yesr aznd be back on ocur originel de-
ployment schedule by the end of FY 1970. 1In the meantime, we propose to
offset this slippage by delaying the phasecut. of an equivelent mumber of
conventionally povered submarines,

The princivel missions of the attack submarine force are the establish-
ment and maintenance of submarine barriers and forwerd area operations in

As I pointed out last year, a force of dbout 64 "first class" SSNs
would be needed for the forward barrier operations. Through FY 1967 a
total of 61 SSHs have been funded, one of which, the THRESHER, was lost.
Two nuclear-powered submarines (one radar picket and one REGULUS missile
equippped SSN) have been reassigned to the SSN role, making a total of
62 avezilable. However, these two submarines and the two earliest SSNs
are not deemed suitable for forward berrier operations, leaving 58 avail-
gble for that mission. TFive SSNs were provided by the Congress in FY 1967,
leaving a total of six SSNs to be funded in FY 1968 and FY 1969. We now
propose to start three more SSNs in FY 1968 and three in FY 1969. This
program will give us a total of 64 first-class SSNs by FY 1973, plus
four other S$SNs which could be used together with the conventionally
povered submarines for other ASW missions. If our continuing study of
the ASW problem should indicate that additional SSNs are reguired, we
can edd to this program next year.
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Sonar improvements will be made on 211 of the earlier SSNs ear-
marked for the forward barrier operations. About $22 million was
included in the FY 1967 budget to start this program and $6 million
more is requested for FY 1968,

Originally, we had intended to modernize twelve conventionally
powered submarines (Korean War vintage or later), including provision
of improved sonar. Last year, when it became apparent that these sonars
were not going to be available in time, we decided to go ahead with the
modernization of the first five submarines without the sonar improvements.
It now appears that the new sonar components will still not be available
for installation in the remaining seven submarines in FY 1968. Moreover,
other modernization costs have risen fo the point where we now believe
that it is no longer practical to proceed with the program. Accordingly,
the plan to modernize these seven submerines in FY 1968 has been dropped.

In the Submarine Direct Support category, we propose a phased re-

placement program for our present submarine rescue ships (ASRs). All

of the ten ASRs in the force today are converted fleet tugs built during

World War II, and their age can soon be expected to affect their reliability

and performance. Moreover, these older ships are unable to support some

of the important new techniques and new rescue and salvage equipment now
being developed. Therefore, we tentatively propose to construct five new
ASRs during the FY 1967-72 period, one each year except for FY 1970.

. These new ASRs will have catemaran (i.e,, twin) hulls and provide much
greater deck space, including a helicopter platform, and better sea-keeping

qualities than the present ships. They will be capable of operating two

rescue submersibles and supporting divers at great depths for prolonged

periods. We are requesting $17.7 million for the ASR in FY 1968.

In addition to the ten ASRs, which we plan to maintain throughout
the period, the Submerine Direct Support force includes six submarine
tenders (AS) and nine auxiliary submarines (AGSS). Two new submarine
tenders are tentatively scheduled to be comstructed, one each in FY 1969
and FY 1971,

c. ASW Escorts

The requirement for ASW escorts can be met by several different types
of ships, most of which are also capable of performing other missions such
as patrol, fire support, and anti-air-warfare. In planning for our
future ASW escort forces, all ships with an ASW capability are taken
into account. However, only the destroyer types without a SAM capability
are included under the ASW category on the table; the SAM ships are listed
separately and will be discussed later,
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‘The major contingency which the ASW escort forces would have to

meet is thet of a two-ocean war at ses, ?
_ This number wouid provide escorts for

the attack carriers, the ASW carriers, the amphibious forces, and the
merchant convoys in both oceans, plus & reserve for overhaul and attri-
tion. The progrem we propose provides by FY 1972 an active force of
275 ships (including the ASW-capeble SAM ships discussed later), which
together with 37 highly resdy DD/DDR/DEs in the Naval Reserve end 51
"mothballed" ships for which we actually buy ordnance, should be able
tc meet the reguirement as we now see it. In addition to these 51
escorts, we will, of course, have a large number of Category CHARLIE
ships in the Reserve Fleet, 219 at the end of the current fiscal year,
declining to about 125 by the end of FY 1972.

As shown on Teble 7, by the end of the current fiscal year there will
be 173 destroyers (DDs}, 29 destroyer escorts (DEs), 2 gun frigetes (DiLs),
and 6 redar picket destroyers (DDRs). In eddition there will be 17 radar
picket escorts (DERs), 1b of which are now being used off Vietnem for the
MARKET TIME coastal search and surveillance mission. The other 3 DERs
support Operation DEEP FREEZE.

Two years ago we proposed a2 phased replacement prograr for the
destroyer escort force, with 10 new DEs to be built each vear. In accord
with that plen $298 million has been included in the FY 1968 request for
10 more of these ships. All of the DEs funded since FY 1064 are being
equipped with the new highly effective SQS-26 ASW sonar and the ASROC
anti-submarine weapon system. These new DEs will also have longer
cruising range and better command and control features than the earlier
DEs. :

With respect to the years beyond FY 1968, it now appears that Sub-
stantizl construction and operating econcmies could be achieved with a
newly designed ship (tentatively designated the DX) employing the "total
package" procurement concept and a large multi-year buy. It may also be
possible to use the same approach and the same or a similar design for
a new class of guided missile ships (tentatively designated the DXG).
Accordingly, We propose to initiate a new program which wouid provide for:

(1) standardized design and serial production of a sizable gquantity
of identicael ships in order ito minimize total procurement cost;

(2) " incentives to the contractor to design & highly autometed ship
requiring minimum menning in eorder to reduce operating costs;
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(3) standardization in order to reduce logistic support costs;

(4) possible standardization/integration of the DX and DXG in
order to maximize further the advantages of standardization
and serial construction (e.g., both ships might have the
same hull and differ only in their weapons systems, or per-
haps their hulls could have common bow and stern sections
with separate mid-sections for each type);

(5) possible use of modular design concepts so that major components
(e.g., specific weapons systems) could be installed and removed
en bloc, facilitating both repair and future modernization.

We have included $30 million in the FY 1968 Budget to initiate con-
cept formulation and contract definition of the DX/DXG. At the con-
clusion of the contract definition phase the entire program will be re-
evaluated in the light of the detalled designs and cost estimates which
result, but for planning purposes we are assuming a construction program
of 75 DXs over the FY 1969-74 period. We have tentatively scheduled 12
of these new ships each year FY 1969-T1, and 13 each year FY 1972-Tk.

(I will discuss the DXG later in connection with the SAM ship program.)

We are also continuing to improve the 5QS~23 sonars on most of the
earlier DEs and on a large number of DDs, guided missile destroyers
(DDGs), and cruisers (CG/CGNs). This program will just about double
the submarine detection and classification capabilities of these ships.
Abvout $18 million was programmed for this purpose in FY 1966, about $11
million in FY 1967, and we are requesting another $2k million in FY 1968.

Last year, I reported that delays in the production of the S§5-26
sonar were expected to slow delivery of some of the new destroyer escorts.
Indeed, the number of DEs in the force at end FY 1966 was actually three
less than expected last year. However, this shortfall is now being made
up and the forces shown on the table for the FY 1967-71 period are the
same as a year ago. By FY 1972, our plans call for 83 DEs in the active
force.

The 14 DERS now being used for the Vietnam coastal patrol are .
scheduled to phase out in FY 1969 on the assumption that combat operations
will have ceased by that time. By FY 1971 all of the DDRs and DERs will
have been phased out of active service.

As T described a year ago, we are taking steps to improve the ASW
capabilities of 13 remaining DD-931 class destroyers, all of which are

less than twelve years old. We are providing them with ASROC, improved
commmnications, & new variable depth sonar (VDS), improved ECM capabilities, -
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the improvements to the SQS-23 sonar, = modern ASW combat information
center, etc. -- at a2 cost of sbout $1b million each. Since the VDS
equipment will not be available before FY 1969, the ships are being
rewired now to accept it later when it does become available. With

these improvements, the 13 remaining DDs should offer comparable, and

in some ways even better, ASW performance than the new DEs we are building.

Originally, having funded one in FY 196L, we planned oz five of these
DD-931 conversions in FY 1966 and five this year, with the last three
scheduled for FY 1068. However, because of eguipment procurement problems,
we have rescheduled the program. We heve one in conversion now and plan
to stari three conversions this year, seven more in FY 1968, and the
lest three in FY 1969, as shown in Table 8.

d. Petrol Airecraft

While we still plan to meintzin 2 totel of 30 squadrons of ASW
ztrol zircraft, we now propose to phase out the three remaining squad-
rons of seaplanes (SP-5) and retein, instead, three squadrons of §P-2
laznd-based patrcl aircrafi. One squadron will be converted this year

znd the other two in FY 1968. This chenge will permit us to decommission
the three remesining seaplane support ships (AVs) and thereby save $17
million per year in opereating and indirect costs, with no reducticn in
our overzsll ASW or surveillance capability. Except for these three squad-
rons {12 airecraft each), all the SP-2s will be phased out of the active
ASW patrol forces by end FY 1971 and replaced with 27 squadrons

of the new P-3s. (Ten squadrons of SP-2s will be retained

in the Navy Reserve.)

'U

Beginning in FY 1968, all new P-3s will be pracured with the A-NEW
evionics system and when the force build-up is completed, we will have
nine squedrons so eguipped. The A-NEW system should greatly improve the
cveraell effectiveness of the P-3 by increasing its capac1ty to analyze
dete from either existing or new sensors.







3¢ MuwltiePurpose SAM Ships

The multi-purpose surface-to-air missile (SAM) ships provide an
important part of the Fleet's anti-air warfare (AAW) capability.
A5 1 described last year, our current program objective for the SaM
rorce is 79 ships, a level we expect to achieve in FY 1973. This force
would provide four guided missile escort ships for each of our 15 attack
carrier groups and two ships for each of the four CVS groups operating
independently in areas subject to enemy attack, leaving 11 ships available
vor other missions (e.g., amphibious assault operations, underway replenish-
ment, etc.). Since peak requirements are unlikely to cccur in all areas
simultaneously, and since the CVAs will frequently be operating together or
with CV8s, more than the 11 SAM ships will be available for assignment to
otner mlssions as needed, These multi-purpose SAM ships, as I noted pre-
viously, also provide a significant portion of the fleet's ASW capability.

By the end of FY 1967 the SAM ship force will consist of 70 ships,
three of them nuclear powered. A year ago we had expected to have 27
guided missile frigates (DIGs) in the force by the end of FY 1966. .
However, priority work associated with the Southeast Asia ship deploy-
ments delayed delivery of some of these DLGs and they will not enter the
force until this fiscal year. Similerly, tardy deliveries of the SgS-26
sonars has caused some slippage in the previcus schedule for the gulded
missile escort ships (DEGs). Four of these ships originally funded in
FY 1962-63 had been scheduled to enter the force in FY 1966, with the
last two being delivered in the current fiscal year. Now, as shown on
Table 7, the last two are not scheduled to be delivered until FY 1968.

Last year Congress added funds to our original budget request for
construction of a nuclear-powered frigate. As you know, we did not
recommend the inclusion of such a ship in our FY 1967 program. However,
we have decided to proceed with construction this year, building it
ahead of the time it will actually be needed to support the plan for one
high speed nuclear-powered escort (three DLGNs and one CGN) for each of
the four planned nuclear-powered carriers. (The fourth nuclear-powered
carrier will not be recommended for authorization until FY 1971.)

I am also again recommending the construction of two gulded-missile
destroyers (DDGs). As I noted last year, the DDGs would provide AAW and
ASW capabilities to the fleet simultanecusly, thereby reducing our require-
ment for DEs (which are primarily limited to ASW). The construction of
these two conventionally powered SAM ships will promote missile ship
design and technology, and provide us with valuable recent experience
upon which to base our plans for the DX/DXG program. (The last DDGs were
funded in FY 1961, the last frigates in FY 1962.) .
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The new DDGs and DLGN would have significantly improved AAW and
ASW capabilities compared with present SAM ships, particularly in a
hostile ECM enviromment. The recent improvements in SAM technology
will give these ships highly capable and reliable missile lauach, fire
control, and data handling systems. They will employ the new STANDARD
missile and be equipped with the latest ASW equipment, the Navy Tactical
Data System, and the improved SQS-26 sonar. Provisions would, of course,
be made to incorporate new systems and technologies as they become avail-
able, and space will be provided for this. Some $167 million is requested

for the two DDGs in FY 1968.

With the two new DDGs and the new DLGN, we would have a total of
80 SAM ships authorized compared with a currently estimated requirement
of 79. However, 11 of our present guided missile cruisers have World
War II vintege hulls and obsolescent missile gystems and are expensive
to operate. Moreover, the six DEGs, although new and economical to
operate, provide only a limited guided missile capability because of
their small size. Accordingly, we now propose to replace these 17 ships
in the early 1970s with a new class of missile ghip, the previously
mentioned DXG. This ship, with the latest SAM systems and highly auto-
mated controls, should have a high effectiveness and low operating cost.
(The six DEGs would be reassigned to the ASW role, and all of the World
Vaer II cruisers would eventually be phased out of the active Fleet, al-
though we may wish to retain two of them for a time as fire support ships.)
. We have tentatively scheduled construction of 16 of these DXGs, two in FY
1969, three in each year FY 1970 through FY 1973, and the last two in
FY 1974. The replacement of the 17 cruisers and DEGs with sixteen DXGs
would bring the SAM ship force level to the programmed total of 79.

The AAW modernization program for the multi-purpose SAM ships has
been revised partially because of schedule slippages and partially in
order to achieve greater weapons system standardization and shortened
conversion time. Last year, we proposed to convert or modernize three
cruisers and 16 frigates over the FY 1967-70 period. We now propose to
cancel two cruiser conversions, defer the third from FY 1967 to FY 1969,
and reschedule the 16 frigates over the FY 1967-T1 period, as shown on
Table 8. ‘

In zddition to this modernization and conversion program, we are
continuing the SAM Improvement Program, under which the STANDARD missile
is now being procured to replace both TARTAR and TERRIER. The STANDARD
can be fired from either TARTAR or TERRIER launchers and 1s produced in
both the medium range and extended range versions. It provides much
higher reliability, faster reaction time, improved high sltitude and
multiple~target capebilities, and easier maintenance than the older
missiles,
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Last year I mentioned that we were studying the feasibility of
providing a "close-in" or "point" air defense capebility for other
types of combat ships. We now propose to procure and install a
basic Point Defense Surface Missile System (PDSMS) on ships which are
not likely to encounter the more sophisticated forms of air attack and
which do not generally operate in the company of regular SAM ships -«
e.g., amphibious assault ships and destroyer types operating independently
near hogtile land areas. This system mekes use of existing hardware
@.g., SPARROW III missiles) and can be installed on existing gun mount
foundations. It will provide a significant improvement in short range
anti-aircraft defense over current conventional gun type systems, both
in terms of nuxbers of targets engaged and in kill probability. About
$1b million has been included in the FY 1968 Budget for the first 30
PDSMS systems and we tentatively plan to buy 45 more in FY 1969. An
advanced PDSMS is now under development to meet the needs of the 1370s.

L., Other Combatant Ships

At end FY 1967, there will be 23 ships in the Small Petrol category
and the planned force level of 33 ships should be attained by end FY 1969.
These ships are used for coastal surveillance and patrol, and many of
them are now operating off Vietnam. Ten fast patrol boats (PTFs) costing
$17 million have been added to the FY 1967 program.

The primary mission of fire support ships is to provide a heavy
concentration of ship-to-shore fire during amphibious assaulf{s, The
heavy gun cruisers provide accurate long-range, all-weather eight inch
fire for distant hard fargets, and the rocket-lsunching ships (LSMRs
and the IFS) provide area saturation fire for covering the actual assault
vave or for attacking enemy troop concentrations. In addition to the
six fire support ships shown in the Other Combatant category, there are
eight SAM cruisers with six or eight inch guns which can also provide
major caliber gunfire support for amphibious operations, and, of course,
the destroyers could also be used for gunfire support.

However, the Navy is presently studying the feasibility of a new

.type of landing force support ship which wuld combine the fire support

capabilities of the cruiser's heavy guns and the rocket ship's satura-
tion fire. Pending the outcome of these studies, we plan to retain the
four rocket ships and two cruisers in the Fire Support foree through
FY 1972. .

5. Amphibicus Assault.Ships

Last year I informed@ the Committee that while our objectives of
achieving a modernized (20-knot) amphibious 1ift for one and a half

Marine Expeditionary Forces (MEFS, or division/wing teams) and sufficient
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older ships to provide a slower 1lift for ancther half of a MEF remained
the same, further study of the composition of the force had convinced
us that some modification of the future construction program was de-
sirable. I also noted that the Navy was investigating the possibility
of designing a2 multi-purpcse ship which could combine the features of
several different types of amphibious ships and that one of the reasons
we had rescheduled the program was to provide time to develop a design
for this new ship.

Over the years since the end of World War II both the tacties
and the equipment of the amphibicus forces have undergone a continuing
evolution. Up through the Xorean War, the ocean-going emphibious
fleet consisted primarily of ships specialized in terms of what they
carried -- attack transports (APAs) for personnel, attack cargo ships
(AKAs) for general supplies and equipment, landing ship docks (LSDs)
for carrying and launching landing c¢raft, and the tank landing ships
(LSTs) for heavy equipment. In making the assault the men and equip-
ment were off-loaded over the side from the APAs and AKAs into landing
craft which, together with the LSTs carry1ng the tactical vehicles, then
proceeded to the beach.

In the post-Korean periocd the rapid development of the helicopter
opened up a new type of assault tactic called "vertical envelopment”
in which the helicopter was used tec transport both men and equipment
during the assault phase. To provide a platform for these helicopters,
we modified some of our older aircraft carriers into amphibious assault
ships (IPHs). To provide a conventional over-the-beach capability we
built new LSDs which are capable of launching relatively large preloaded
landing craft from its floodable wells. Thus, we began to specialize
our nevw amphibious ships in terms of the assault tactic they were designed
to employ, although of course the older types continued to constitute a
large portion of the amphibious fleet.

The next logical development was to design a ship which would be
capable of both over-the-beach and vertical envelopment assault tacties.
Our initial effort with such an all-purpose ship was the amphibious
transport dock (ILPD). Unfortunately, experience has shown that our
current LPDs are too small to be truly effective as & multi-purpose
amphibious ship in the assanlt role and they cannot by themselves serve
as a replacement for a variety of specialized ships. For this purpose
we need -a bigger assault ship capable of landing, either by air or by sea,
a mich larger and more balanced land force than is now possible with asny
existing amphibious vessel, and this was the type of ship I mentioned
last year.
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Our further study of this problem indicates that the development
of such & ship is not only feasible but highly desirable. On the
basis of the Nevy's preliminary design work, this amphibious assault
ship, now designated the LHA, would be qu:l.‘te large (about 40,000 tons,
compared with less than 18, OOO tons for the LPD) and would have both
a boat well and a hellcopter deck., It would be able to carry as many
troops and heliccpters as the LPH, as much cargo as sn existing AKA and
as many landing craft as the LSD. Operating together with one or two
LSTs (for over-the-beach landing of the tanks and other heavy equipment)
one LHA could handle an entire Marine Corps battalion landing team.
At present, five amphivious ships (an LSD, LPH, AKA end two ISTs) are
typically required to do this job. The LHA would also overcome one of
the major shortcomings of the specialized ships, i.e., the imbalance
which occurs when cne of the specialized ships is lost. The LHA would
not only carry a balanced load of men, equipment, and supplies, but
because of its size, should be more difficult to sink. Moreover, a
smaller number of large ships are easlier to protect against air and
submarine attack and from mines than a large number of smaller specialized
ships. :

In view of these advantages, we now propose to substitute the con-
struction of six LHAs (at an estimated cost of about $€50 million) in
lieu of 18 of the specialized amphibious ships (with an estimated cost
of about $600 million) which we had previously programmed. The first
of these LHAs has been included in the FY 1968 program, and we tenta-
tively plan two more in FY 1969 and the other three in FY 1970. As in
the case of the C-5A and the Fast Deployment Logistics ships, we plan to
use the two step contract definition, total package procurement tech-
nique for the LHAs, and $18 million is 1ncluded in the FY 1968 Budget
for contract definition.

One of the goals we hope t¢ achieve in this program is a considerable
reduction in operating costs. To this end the competing contractors will
be encouraged to design this ship so that it can be operated by signifi-
cantly fewer personnel than previous ships of this size. Our preliminary
analyses show that this program will not only permit us to achieve our
objective of a 20-knot 1lift for one and a half Marine Expeditionary

' Forces (MEFs) more effectively (from a military point of view), but also

more economically (13 percent lower on a 1l0~year systems cost basis)
than we could under the program proposed last year. Under thils revised
program, the 20-knot/one and a half MEF lift capability should be re-
alized by the end of FY 1973 when the last of the LHAs phase into the
force.
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Q . For FY 1969 we have tentatively scheduled the construction of
seven LSTs and & third amphidious force flagship (AGC) as & backup
ship for the two new AGCs funded in FY 1965 and FY 1966. The three
new AGCs, together with three older ships, will give us two AGCs for
each ocean -- with a third ship in each ocean as 2 backup to offset
regilar overhauls, or to meet unanticipated contingencies. When the
proposed construction program is completed in FY 1973, the amphibious
forces will consist of 129 ships (excluding three miscellaneous types),
69 of which will have been delivered to the Fleet in FY 1962 or later
years.

6. Mirne Countermeasure Force

At the end of this fiscal year we will have a2 mine countermeasure
force of 88 ships, caomposed of 64 ocean minesweepers (MSOs), 18 coastal
minesweepers (MSCs), three mine countermeasures support ships (MCSs),
and three other support ships.

'In order to modernize this force and improve its mine counter-
measure capabilities, we propose to underteke & major rehabilitation
program for =2ll the existing MSOg

9- - he proposed modernization program will add at least 10
year tne useful life of these ships at about half the cost of new
construction. Improved engines, new navigational and commmnication
systems, and the latest sonars, minesweeping, and neutralization devices
will be installed, giving these ships & minehunting and neutrslizetion,
as well as a minesweeping, capability. We propose to start the rehabili-
tation of nine MSOs in FY 1968 (for which we are requesting $33 million)
&nd have tentatively scheduled ten more each year through FY 1973, with
the last five in FY 1974.

In FY 1970 we will receive the first six new MSOs from our presently
planned 16-ship construction program. Four MSOs were funded in FY 1966,
five more in FY 1967, and we are requesting $61 mililion in FY 1968 for the
last seven. As these new MSOs enter the force, we will phase out the old
coagtal minesweepers (MSCs) on & cne-for-one basis.,
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To round out the modernization ¢f our mine countermeesure forces,
we plen to build twe mine countermeasure support ships (MCSs) and two
mere minesweeper special (MSS) "guines pig" ships. As I stated last
vear, we plen to begin one MCS in FY 1959 and anmother in FY 1970.

Two of these ships heve slrezdy been sterted; one joined the feree in
FY 1966 and enother will be delivered this yeer. These MCSs carry twe
minesweeping helicopiers and 20 smell minesweeping launches for close
:Lnshore work znd ceap azlso provide limited logistic support to the ocean
rs. The MSS is e converted lee*ty sh. PR e

expect the Tirst of uhese s]:nps to join 'l:he Fleet in FY 1968 end we'
tentatively plen to convert another in FY 1969 and a2 third in FY 1970.
Since these are not commissioned ships, they are not counted in the
totals shown on the table. .

Last year we injtiated a program te provide gbout 70 Marine Corps
assenlt helicopters (CH-53s) with & secmdery mine-sveeping capebility.
These heliccpters are embarked on ess=ult ships but ere not needed in
the asssult role until the essauli actuelly begins, By providing them
with relatively inexpensive removeble minesweep geer, they can perform
& veluable mine countermeasure mission during the pre-assault stage.
Fach of the helicopter assault ships (LHA/IPE) will be given e minimel
capebility to support the helicopter minesweeping mission. Modification
of 18 helicopters to accept the sweep equirment was begun last yeer,
end we plen to start 36 more in FY 1968. This program will give our
essault forces & significently sugmented minesweeping czpability ageinst
less sophisticated mines et a totel cost of only ebout $12 million.

7. Iogistical, Cperstional Support, end Direc‘l: Support Ships

This cetegory includes: the underway replenishment ships; major
fleet support ships such es destroyer tenders end hospital ships; eand
minor fleet support ships such as oceen tugs end szlvage ships. As
shown on Table 7 we plen a force of 185 ships a2t the end of the current
fiscal year and 186 at end FY 1968; the decline in FY 1969 to 166 ships
reflects chiefly the assumed phasecut of the temporary force augmentaticns

. essocieted with the Southeast Asia conflict. The projected decline to
160 ships by end FY 1972 reflects the delivery in the later yeers of the
nevw, more effective, underwey replenisiment ships which replace older
ships on 2 less then one-for-one besis, 2 reduction in the size of the
CVs force, end the introduction of adé.itione.l miclesr surface- ships.

gualitetive shov-'tcomngs in the underway replenishment force cen
impact seriously on the oversll effectiveness of the combetant fleet.
In order to teke adventage of modern re-supply methods and to complement
the higher speeds af our latest ships, we have planhed a long range
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construction program to rebuild the underwsy replenishment fleet,

During the FY 1968-72 period we have tentatively scheduled construc-
tion of 26 ships including 10 ammmition ships (AE), 5 combat stores
ships (AFS), one fast combat support ship (ACE). and 10 fleet oilers
(AOR). The FY 1968 program includes two AEs and one AOE at an estimated
cost of $137 million.

In the Fleet Support category, we have tentatively programmed for
the FY 1969-72 period the construction of 34 ships, including two des-
troyer tenders (AD), three hydrofoil countermeasure support ships (AGHS),
five replenishment tankers (AORL), two repair ships (AR), eight ocean
tugs (ATF), and 14 salvage tugs (ATS). The auxillary tug(ATA) procure-
ments scheduled a year ago for FY 1968 have been dropped from the program
while the Navy re-examines the question of contracting for commercial tug
services; a hydrofoil countermeasures support ship also scheduled for
FY 1968 has been deferred pending completion of testing of the experi-
mental version. We have decided to defer the remasining ships originelly
planned for the FY 1968 Fleet Support building program in order to group
these ships for multi-year buys beginning in FY 1969.

8. Marine Corps Forces

The major Marine Corps ground and air units are shown on Table 9.
These forces are essentially the same as those we projected last year.
The temporary units added to support the Southeast Asia deployments
include a fourth ective division with its associated nine infantry, one
tank, one amphibian tractor, and the equivalent of five artillery bat-
talions, four HAWK air defense batteries, and two light observation and
two medium transport helicopter squadrons. The temporary units are
dropped from the force after FY 1968, on the assumption that the conflict
ends by that time. Thus, in FY 1969 and leter years the permenent force
remaing at four dlvmszons/airczaft wings (3 active and one reserve).

(A fourth active duty tiemporsry aircraft wing was not organlzed since
it is not needed for Vietnam.)

The three agtive Marine aircraft wings will comprise 1348 UE
aircraft at the end of FY 1967, as shown on Table 9, The aircraft for
'the Marine Corps Reserve wing are combined with those of the Navy
Reserve Forces in Table 10, and I will discuss them later. The fighter
forces will be maintained at 225 aircraft throughout the FY 1968-72
pericd. In FY 1968, the last of the F-8s in the active air wings will
be replaced by F-bs. As additional A-6s and the new A-7s are delivered,
the older A-bs will gradually phase out until by FY 1972 the attack force
consists of 72 all-weather A-6s and 120 visual atteck A-T7s.
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In the reconnaissance/ECM aircraft srea, the principal change from
last year's program involves the retention of the EF-10s somewhat longer
than previously planned because of the EA-6B delays described earlier.

The size of the Tactical Air Control (TAC) forces, which are used
to locate enemy targets and then direct the attack alreraft to them,
is programmed to remain at the present level of 36 aireraft throughout
the FY 1968-72 period. The older T-ls will be completely phased out of
the force by end FY 1968 and the TF-9s by end FY 1969 as both these
aircraft are replaced by the newer TA-LEs, the first few of which will
enter the force this year.

In the trangport helicopter category, we now plan to meintain the
currently, augmented active force level of 480 aircraft through FY 1969,
while similtaneously btuilding our Reserve structure (which had only 11
transport helicopters at end FY 1965) to a level of 14L by end FY 1969.
In FY 1969 the Marine Corps transport helicopter force will return to the
planned permanent level of 432, Meanwhile, we will continue to replace
the older UH-34s with the new CH-46 medium tramsport helicopter. The
CH-37s, currently in the active forces, will have been repleced by the
new CH-53 heavy helicopter by the end of the current fiscal year; they
will then be used to activate a new heavy helicopter squadron for the
Reserve Marine division. This modernization program will be completed
in FY 1970, at which time the transport helicopter force will consist
of 360 CH-U6s and 72 CH-53s, a major increase in Marine Corps heli-
copter lift capability as compared with FY 1965 and prior years.

In the light helicopter and observation category the total pumber
of sircraft will be increased significantly in FY 1968 through the
temporary retention of Q-ls and UH-ls previously scheduled to phase -
out after the new OV-10s are delivered. In FY 1969 the force is
scheduled to be reduced to its permanent level, consisting of 36 UH-1ls
and 54 OV-10s.

Last year we undertook a major program to increase the fixed-wing
combat readiness training capabilities of the Marine Corps from sbout
L0 aireraft to over 150; this program will be continued through FY 1972,
as shown on Table 9. We also undertock at that time, on a temporary

basis, & program of combat readiness training for Marine Corps helicopter
pllots. In order to initiate that program promptly, and to equip two

medium helicopter squadrons for the temporary active division, we diverted
48 UH-3LDs from the Marine Corps Reserve in FY 1966, We now plan to make
the combat crew readiness training program permenent and to expand the force
level. lLater, as the OV-10 enters the operating force, we plan to add

some of these aireraft to the combat readiness training force.
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The numbers of tanker/trensport aircraft and of support aircraft
gre essentially unchanged from those presented last year.

G. Navy and Marine Corps Reserve Forces

As shown on Table 10 the Navy will continue to maintain a total of
about 50 ships in the Naval Reserve. These ships are paertially menned
with active duty personnel, with the remainder of the crew being in the
Naval Reserve; they can, therefore, be mobilized on very short notice,.
This Fleet now consists of 38 destroyer types and 12 mine countermeasure
vessels. As more modern ships become aveilable from the active forces,
older ships will be phased out. Beginning in FY 1970, as the coastal
minesweepers (MSCs) are replaced in-the active force by the new MSOs,
they will be transferred to the reserve forces where they will replace
the old MSCOs end build up the force Similerly, the
newer destroyers from the active forces will replace the older DEs now

in the NRTF.

As shown et the boltom of the table, the Navy also maintains a
large mumber of ships in the Reserve (or "mothball") Fleet, in either
Category B (BRAVO) or Cstegory C (CEARLIE) according to their physicel
gondition and readiness status. At end FY 1967, we will have 51 des-
troyer types, 4 CVSs, and 20 other vessels (mostly amphibious assauli
ships) in the BRAVO category. While the ships in both of these cate-
geries are of approximately the same age -- all built during World
War II ~-- BRAVO Categery ships are generelly in betier condition, have
better equipment (e.g., newer sonars), and are provided stocks of com-
bat consumables such ‘'as ordnance.

As & newer ship phases out of the
. active force (or the Naval Reserve Training Fleet) into Category BRAVO,
the cldest BRAVQ ship is transferred into Category CHARLIE.

As 1 noted last year, because of their relatively poor physical
condition many of the CHARLTE ships would be usable only after extensive
overhaul and modernization. Accordingly, the Navy is continuously sur-
veying these ships in order to identify those which have no further wvalue.
These ships are then .scrapped or otherwise disposed of., As & result,
the size of the Reserve I'leet has been progressively reduced.

In addition, the Maritime Administration maintains in the Natiomel
Defense Reserve Fleet (NDRF )[R —ostly non-combatant, specifically
for potential Navy needs. The Commission also meintains a reserve fleet
of merchent ships, but I will discuss these vessels leter in connection

with the Airlift and Sealift progreaus.
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The Naval and Marine Corps Reserve air units are programmed for
738 aircraft at the end of this fiscal year, and this number will in-
crease to about 900 by FY 1970, compared with about 760 at end FY 1965.

All of the fighters and sbout one-third of the attack aircraft
shown on the table are earmarked for the Marine Corps Reserve air wing;
the rest are for the carrier forces. The Search Units are for the four
ASW carriers in the BRAVO Fleet.

10, Navy-Marine Corps Aircraft Procurement

The Navy and Marine Corps aircraft procurement program is shown
on Table 11. In order to meet the. requirements of the Southeast Asia
confliet and continue the planned modernization of the forece, we propose
to increase the FY 1967 program from the originsl 620 aircraft to 1,047,
and to buy another 680 aircraft in FY 1968 instead of the 60L planned s
year ago. The addition of L27 more aircraft to the FY 1967 program and
76 to the FY 1968 program is the result of several factors, the most
important of which is the decision to provide for projected combat attri-
tion in Vietnam through the normal procurement lead time, i.e., December
1968 for the FY 1967 Budget, and December 1969 for the FY 1968 Budget.
(The original FY 1967 Budget was based on the assumption the conflict
would end by June 30, 1967.) Other factors influencing the increase,
particularly in the FY 1967 program, are: .

(1) The somewhat higher than expected losses of Navy aircraft
which have resulted from a higher than planned number of
sorties flown, coupled with a larger proportion flown
against North Vietnamese targets.

(2) The need for more combat resdiness training aircraft to
handle the higher training loads.

With regerd to the modernization of the attack carrier fighter
forces, we still plan to initiate F-111B procurement in 1968 with 20
gircraft. The technical problems involved in mating the PHOENIX
missile system and the airborne missile control system with the F-111B
airframe appear to have been solved.

To provide for combat attrition beyond FY 1967 and complete the

equipping of the Marine Corps fighter squadrons, we have increased the
FY 1967-68 F-4 procurement programs by a net total of 207 aircraft over

138



the number previously planned (FY 1967 was increased from O to 250 and
FY 1968 was reduced from 76 to 33). This will permit the replacement
of the last Marine Corps F-8 squadron in FY 1968, as shown on Table 9.

Because of the high rate of utilization of the F-8s in Southeast
Asia, all of them will have reached thelr flying hour limits for struc-
tural safety by end FY 1968. Since we plen to retain a mumber of these
aircraft in both the active Fleet (for the ESSEX-class CVAs) and the
reserve forces for some time beyond FY 1968, we have decided to rework
375 of the latest models, providing them with new wings and other life-
extension modifications. The program was initiated last spring, using
about $17 million of FY 1966 funds; $70 million is included in the re-
vised FY 1967 Budget, another $70 million is requested for FY 1968, and
the balance of sbout $30 million will be required in FY 1969.

In the attack category we now plan to procure 393 aircraft in FY 1967
and 318 in FY 1968, an increase of 163 in FY 1967 and 42 in FY 1968 over
the program envisioned a year ago. We have added 100 A-4Fs and 63 A-6As
to the FY 1967 program, and 42 A-6As to the FY 1968 progream (meking a
total of 78). We presently plan no further procurements of A-Us and
expect to complete owr A-6 procurement with L8 aircraft in FY 1969. The
A-7 program for FY 1967-68 is almost the same as presented a year ago.
Fifty-eight A-7s have been added in FY 1969 and ten advanced from FY 1971
to the FY 1970 program to offset combat attrition this new aircraft will
encounter when it is deployed to Southeast Asia. The 160 A-7s shown for
FY 1672 would complete the presently planned procurement for the Navy
and Marine Corps.

Last year we had planned on buying the first 100 (V-10 aircraft for
the Marine Corps in FY 1967. However, the need for certain design
changes has delayed the award of the contract and has caused us to reduce
the FY 1967 quantity to 76 aircraft. We now propose to buy 38 more
OV-10s in FY 1968, for a total procurement of 11k,

As I noted earlier, the estimated cost of the new electronic
countermeasure aircraft, the EA-6B, has increased significantly, and
pending redesign and the award of a new contract, we plan to buy five
test aircraft in FY 1968, one of which will be procured with RDT&E
funds and is therefore not included in Table 11. We still hope to be
able to proceed with the procurement program shown on Table 11 since
there is an urgent need for an ECM aircreft of this type. However, if
the cost of the EA-6B, which is an adaptation of the A-6A, cannot be -
brought into line, it may be cheaper in the long run to develop an en-
tirely new sircraft and provide an improved interim ECM capability in
other existing aircraft such as the A-3.
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We also plan to modify another six A-5s into RA-5Cs and to buy
12 more new RA-5Cs in FY 1968 to help offset the high loss rates being
experienced by reconnaissance aircraft in Southeast Asia., Procurement
of another 24 new RA-5Cs is programmed in FY 1969 and 10 more in FY
1970, for a total of 46. In addition, funds are included in the FY
1967 Supplemental and FY 1968 Budget request to convert 20 of the
older RF-84s to the RF-8G configuration,

Our continuing review of the post-FY 1970 requirement for Fleet
early warning indicates that the E-24 equipped with the presently
available sensors and avionics would not be able to provide the de-
sired capability in that time pericd. We have, therefore, canceled
procurement of the ten E-2As planned for FY 1966, and are using scme
of these funds for the development of an improved avionics package.
We now plan to instell this package, which promises considerably
greater reliability and better detection capabilities, on an improved
version of the E-2, and the E-2B. We have tentatively scheduled pro-
curement of ten of these E-2Bs in FY 1369 and 24 more in FY 1970.

As a result of the decision to reduce the CVS force, we are cancel-
ing the SH-3D procurement in FY 1968 which we had programmed last year.
We now plan to buy 40 P-3s with A-NEW in FY 1968, another 40 in FY 1969,
and complete the procurement with 29 alrcraft in FY 1970. This will
give us 109 A-NEW equipped P~3s by the end of FY 1971, when the last
of these aircraft enters the force, ‘

To provide for the higher tempo of operations and combat attrition
in Vietnam, we now plan to buy 125 helicopters in FY 1967, compared
with the 100 requested last year, and asnother 84 in FY 1968.

In the Fleet Tactical and Mission Support category, we have asdded
eight C-130 radio relay aircraft to the FY 1967 program in support of
the POLARIS force, an action I discussed earlier in connection with the
strategic forces. We have canceled the previocusly planned C-2A. procure-
ments in FY 1967 (12 aircraft) and FY 1968 (9 aircraft) since we feel
that the 17 C-2s already procured, in conjunction with the present C-ls
in the force, will suffice to meet our carrier-on-board delivery require-

ments as we now see them.

"The increase in planned pilot preduction from 2,200 to 2,525 per
year will require the procurement of additional training aircraft,.
Further analysis of our training requirement indicates that we can
transfer some T-28 aircraft now being used for proficiency flying to
the training mission, and that we can best meet our remaining fixed-
wing trainer requirements by procuring T-2B and T-37B twin-jet two-

. seater aircraft for basic training, and TA-Us for instrument and

combat readiness training.
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The T-37B, the Alr Force's basic jet treiner, can provide approxi-
mately equal performance in all basic training missions except carrier
landing, and can be procured at about one-third the cost of a T-2B.

While the optimum mix of T-2Bs and T-37Bs is still being studied, it is
clear that the T~37B can be substituted in many of the basic training
roles with no degradation of pilot performance. Accordingly, we have
canceled the previously planned procurement of 72 T-28Cs in FY 1966 and
58 in FY 1967, and instead we now propose to procure 36 T-2Bs, and 9%
TA-Us in FY 1967, and 90 T-37Bs in FY 1968. We have also included in the
FY 1967 program 9 TC-UCs (a version of the Grumman Gulfstream) for navi-
gator bombadier training. This will reduce the requirement for A-6As now
being used for this purpose.

For helicopter treining we will be able to utilize UH-1Es as they
are released by new OV=10s phasing into the force, thus permitting the
cancellation of the 20 TH-1E planned for procurement in FY 1967. In
addition, we plan to buy 40 new instrumented light turbine helicopters
(LTHs) in FY 1968 to provide the increased training capacity I mentioned
earlier, '

11. Cther Navy Procurement ,

The pfesent logisties objective for the Navy General Purpose ships
(including the Naval Reserve Training ships and one-third of the Cate-
gory BRAVO reserve ships) provides: .

(1) for the ASW forces and ships with NATO commitments - initial
shipfills plus sufficient stocks to support 90 days of
combat consumption. ) '

(2) for all other ships - initial shipfills plus 180-days of
combat consumption of equipment and D %o P stocks of
emmnition end secondary items.

The logisties objective for Navy attack carrier aircraft is to pro-
vide support for twelve air wing equivalents for three months of combat
for NATO and for six months for the Pacific in the case of equipment
(less aireraft), three months for NATO and D to P for the Pacific in the
case of ammunition and secondary items -- with three-quarters of the air
wings committed (i.e., a total of S4 "wing months" of combat consumption).
At an estimated activity rate of 27.6 sorties per month per aircraft, this
would be equivalent to sbout 103,000 sorties during the first six months
of combat and 11,400 sorties per month thereafter. For the first time
the logistics objective provides pipeline stocks for the Navy's non-NATO
oriented forces, l.e., up to an asdditional 135 days consumption in the
form of operating and safety-level stocks.
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In order to build toward these objectives and to provide for pro-
jected combet consumption in Southeest Asia, we are requesting $1,389
million in FY 1967 (of which $164 million is included in the Supplemental
request) for Navy missiles, ordnence, and ammunition; and $1,723 million
more is requested in the FY 1968 Budget for this purpose.

Large quantities of zir-to-ground munitions will continue to be
needed in FY 1967-68. The largest single. item in this category is the
MK-82 500-1b. bemb -- 382,000 in FY 1967 (57,200 in the Supplemental)
and 373,800 more in FY 1968. In the case of the 250-1b., MK-81 bomb,
178,900 are included in the FY 1967 program and 188,200 more in FY 1968,
In terms of dcllar value, another imporitant item in FY 1968 is the
procurement of about 1.6 million 2.75" rockets, at $109 million. The
number of 5" ZUNI rockets reguested in the FY 1967 program now totals .
68,500, and 81,500 are requested for FY 1968. With respect to the CBU-2L/29
cluster bomb,the Navy now proposes to procure abcut 6,800 in FY 1967
(2,900 are financed in the Supplemental regquest) and 18,000 more in FY 1968.
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For the surface-to-eir missile 'ships which provide the Fleet's air
defense, the Navy will procure only the new STANDARD missile beginning
in FY 1968, although deliveries of TERRIER and TARTAR missiles will
continue for some time. We are requesting $52 million for 240 medium
range and 660 extended-range STANDARD missiles.,

As I mentioned last yeer, we decided to buy out our TALIOS missile
inventcry objective at a more rapid rate in order to take advantage of
production econcmies. Funds for the procurement of the fine_'l‘ALOS
missiles to meet this objective are included in the FY 1968 Budget.

With respect to air-to-air missiles, some production difficulties
have been encountered with SIDEWINDER, resulting in a high rejection.
rate. We have, therefore, reduced ouwr originally planned FY 1967 pro-
curement from 1,252 to 952 and have included 960 more in the FY 1968
reguest. We propose to procure 1,195 SPARROW IJI air-to-air missiles
in FY 1968, some of which will be used for the new Basic Point Defense
Surface Missile System mentioned eerlier. We =lso propese to initiate
pilot line production of the PHOENIX missile in FY 1968 with en initial
quantity of U5. ’

In the ASW cetegery, we plan to continue the procurement of ASROC
and SUBROC. The ASROC rocket is capshble of long-range delivery of ASW
conventional or nuclear homing torpedces or depth charges against high
performance submarines, and provides our ASW forces with z highly reli-
gble and effective stand-off anti-submarine capebility. The SUBROC is
a long-range underwater-zir-underwater solid propellant rocket, armed
with a nuclear warhead, which cen be fired from a standard submarine
torpedo tube. The FY 1968 Budget reguest includes funds for 856 ASROC
end T2 SUBROC.
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Last year I informed the Committee that the DASH ASW drone helicep-
ter was encountering higher-than-expected peacetime attrition and lower-
than-expected performance, and that we would review the entire program.
As a result of this review, we have now decided to reduce the planned
deployment of this system by about one-third. The FRAM I DDs, which we
had previously planned to equip with DASH, already have the highly
effective and reliable ASROC system, and any additional performance
gains which DASH might provide would be marginal. The DASH system will
continue to be maintained on the FRAM ITI DDs and certain DEs, since it
provides their only stand-off ASW capability. This reduction in deploy-
ment will permit cancellation of the previously planned FY 1967 procure-
ment.

Improved ASW torpedoes continue $¢ be a major prerequisite toc a
more effective ASW force, and this category of weapons has continued to
receive our close attention. The MK-U6 lightweight ASW torpedo is an
effective weapon against the newer high-speed deep-diving miclear-
powered submerines, and can be launched either by surface ships (tubes
or ASROC) or by ASW aircraft (helicopters or fixed-wing). In an attempt
to expand the production base for the MK-46 and obtain the cost benefits
of competitive procurement, we have opened a second production source.
Although we have achieved the cost benefits (the 3,500 torpedoes bought
in FY 1966, for example, cost $12L.3 million compared with the budget
estimate of $179 million), it now seems clear that we will not achieve
the production levels in FY 1967 originally expected. Accordingly, the
FY 1968 procurement is planned at 2,300 (compared with 3,000 in FY 1967)
to take this slippage into account. b )

The MK-48 is a submarine-launched wire-guided long-range high-speed
acoustic-homing torpedo for use against deep-diving fast evasive nuclear
submarines, and is expected to be far more effective against these tar-

‘gets than the MK-37 presently in use. However, we have continued to

encounter substantial cost increases as well as delays in the test pro-
gram for the development prototype. As a result, production of the
MK-L8, originally scheduled to begin in FY 1967, has been deferred to
FY 1968, and $96.5 million is included in our request for the first

180 torpedoes. These funds will also provide for 50 MK-27 mobile tar-
get torpedoes which must be used with the MK-UB since actual submarines
cannoct be safely employed as targets.

The AN/SSQ-41 (JULIE/JEZEBEL) is an improved sonobucy capable of
employment in either an active (JULIE) or passive (JEZEBEL) mode, and
replaces the  separate JULIE and JEZEBEL sonobuoys., It will provide
ASW aircraft with greater tactical flexibility, since they will now be
able to employ whichever mode sonobuoy is most advantageous in a
particular engagement, instead of being required to decide the optimum
passive/active sonobuoy mix when loading. The FY 1968 Budget includes
funds for the procurement of 173,000 JULIE/JEZEBEL sonobuoys.
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Finally, a total of about $125 million is included in the FY 1968
Budget for 8", 6", and 5" naval gun azmunition to meet the consumption
requirements of Southeast Asia end continue the build-up of our stocks.

12. Marine Corps Procurement

)

The FY 1967 Marine Corps procurement now totzls $541 million, of
which $253 million is$ included in the FY 1967 Supplemental. For FY 1968,
a total of $715 million is requested. Included in the FY 1967 total is
$231 million for munitions and ordnance ($11L million in the Supplemental);
$463 million is included for this purpose in FY 1968.

The FY 1967 Supplemental provides about $70 million for the procure-
ment of support vehicles such as 1/b-, 1/2-, 2-1/2-, and 5-ton trucks,
and $39 million more is included for support vehicles in FY 1968. For
tracked vehicles, $&4 million is included in the FY 1967 Supplemental and
$5 million in the FY 1968 Budget.

In the Communications and electronies category, which inecludes such
major items as radars end the Marine Corps Tacticezl Data System (MIDS),
we have increzsed our FY 1967 procurement to $107 million, $29 million
of which is included in the Supplemental request. Another $145 million
is included for communications and electronic equipment in FY 1968,
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E. AIR FORCE GENERAL PURPOSE FORCES

The Alr Force General Purpose Forces shown on Table 12 are essen-
tially the same as those presented a year ago, with the exception of
certain changes related to our operation in Vietnam.

l. Fighter and Attack

Qur long range force cobjective in this category is the same as last
year, namely, 1728 UE aircraft organized in 24 wings - 13 P-4, 6 F-111
and 5 A-7. In the near term, however, we now propose to make several
changes in the force structure and procurement programs. For the most
part, these adjustments are related to operations in Southeast Asia,
in particular, the changes in our budget plamning assumptions and the
variations from the projected combat attrition rates reflected in ocur
force planning last year. And, in a few cases, the proposed changes are
the result of adjustments in producticn schedules.

The two B-57 squadrons (48 UE aircraft) that we are using in‘South
Vietnam will decline to 36 at end FY 1967, and to 24 at end FY 1968, after
which they are scheduled to phase out of active service.

With respect to the F-100s, we had originally plenned to phase
dovn the active force to 450 aircraft (25 squadrons) by end FY 1967,
However, attrition has been lower than forecast and we will have four
more squadrons in the force at end FY 1967 than we had previously
planned. One of these squadrons was deployed to Southeast Asia in
December 1966. The other three squadrons will be part of the rotation
base in the U.S. We had previously planned to transfer F«100s to the
Air National Guard on a schedule that would have left only one squadron
in the active force by the end of FY 1970. Now, because of force changes
related to the Vietnam conflict, we plan to retain these aircraft in the
active force an extra year; accordingly, the F-100s are shown in the
table as transferring to the Adr Naticnal Guard in FY 1970-71, These
changes will not affect the nine squadrons of Air National Guard F-100s
which are now being maintained in a fully ready status through FY 1969,
giving us an important "backup" capability if it should be needed.

Last year we had planned to held 131 F-102s in the force through
FY 1967 end then phase down to 46 aircraft in FY 1968. However, in order
to free two F-lU squadrons for deployment to Vietnam, two squadrons of
F-102s (a2 total of 4Y4 UE aircraft) scheduled to phase out of the con-
tinental air defense forces were transferred to the tactical forces in
FY 1966; one squadron was deployed to Ckinawa and the other to Clark AFB
in the Philippines. Six of these F-102s at Clark AFB are now being con-
tinuously rotated to DaNang, Vietnam. As shown on the table, we now plan
to retain 175 F-102s through the end of the current fiscal year, 163
during FY 1968-69, and zero by end FY 1970,
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Last year we had planned to retain the two F-104 squadrons
(18 UE aircraft esch) through FY 1967. However, the introduction
of MIG 21s into North Vietnam in the spring of 1966 caused us to
deploy one squadron to Scutheast Asia, As a result of combat losses
and training attrition, we will have only enough aircraft to retain
one squadron by the end of the current fiscal year and this squadron
will phase out by the end of FY 1968,

Higher than expected attrition, both actual and projected, will
cause the F-105 force to decline faster than scheduled last year -- by
36 aircraft at end FY 1967 and 78 aircraft by end FY 1968. The higher
attrition stems basicelly from an increase in the actual number of
sorties flown combined with a large proportion of sorties flown agalinst
the higher value but better defended targets in North Vietnem. By the
end of FY 1971, we would expect that the last of the F=105s would be
phased out to the Air National Guard.

The F-bs, in contrast, are experiencing somewhat lower attrition
than forecast last January and this will help the force to build up
faster than planned. Thus, we now expect to Have 810 UE aircraft at
the end of the current fiscal year, 54 more than expected last year.

By the end of FY 1968, the F-U force will rise to 990 UE aircraft, and
then decline to the planned objective of 936 aircraft (13 wings) by

end FY 1970, This 13 wing force will be composed of 20 squadrons of

F-UDs (which have improved ground attack festures) and 20 squadrons of
F=4Es (which have the F-4D's ground attack features, an internally mounted
gun, and an improved low altitude intercept capability., The F-LUCs will

be allocated to the combat readiness training role. Thus, the more

modern and capable aircraft will be in the tactical force.

The F-1ll activation schedule is the same as planned last year,
except for a delsy in activating two squadrons in FY 1970 and one
squadron in FY 1971. The first production models are scheduled for
this February.

Last year, in order to help diversify the Alr Force tactical fighter
foree, we proposed the procurement of the A-7, a relatively inexpensive
subsonic aircraft with good range, large ordnance-carrying capability,
long loiter time, and good c¢lose ground support features. Our original
deployment schedule called for activation of the first two squadrons
in FY 1968 with five more to be introduced in FY 1969, building toward
a tentative objective of 15 squadrons (five wings) in FY 1971. However,
this schedule was predicated on an early decision to proceed with the
development of an afterburner for the Air Force A-7. (Although the
engine now being installed in Navy A-7s is adequate for carrier opersations,
it would have required the thrust augmentation of the afterburner for
take-off from land bases.)
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T™wo considerations caused us first to delasy and then change this
decision. First, it appeared desirable, if possible, to find a new
engine production source rather than add to the already crowded schedule
of one of our principal engine menufacturers.’ Second, if a different,
more powerful engine could be used, the loesd=-carrying capacity of the A-7
would not have to be penelized by several hundred pounds of dead weight
which the afterburner would involve. Such an engine, the Rolls Royce's
"Spey" proved to be obtainable from Allison, who will produce it in the
United States under license from the British firm. The net result of
this decision will be a more capable aircraft but a delayed delivery
schedule. As shown on the table, the first unit is now planned for
activation in FY 1969. By the end of that year, we expect to have
one squadron in the force, 1hh aircraft fewer than envisioned last year.
However, a new, faster production schedule will still permit the achieve-
ment of the planned -five wing force by the end of FY 1971.

2. Tactical Reconnaissance

The present long range objective for the tactical reconnaissance
force remains the same as a year ago, 4 squadrons of RF-10ls and 16
squadrons of RF-Us, and will be achieved in FY 1970.

Because of anticipsted Southeast Asia atitrition and higher training
requirements, the RF-101l force had been expected to decline to 80 aircraft
by the end of the current year and then level off at four squedrons (72
UE aireraft) in the FY 1968-T1 period. We will still be able to maintein
a force of 84 aircraft in FY 1967, but in order to keep the four squadrons
through the FY 1968-72 pericd we will have to modify an additional 38
F=-101s to the RF-101 configuration. This will also permit us to operate
an additional squadron in FY 1969 to maintain the size of the force until
enough RF-4s can be delivered from new production.

With respect to the RF-Us, we still plan to build the force to a
total of 16 squadrons (288 UE.aircraft). However, the projected attrition
of another year of combat in Southeast Asia will cause a slight delay in
the scheduled build-up of the force, with the result that there will be
18 fewer UE aircraft (one squadron) at end FY 1968 and FY 1969 than
previously planned, and the “full 16 squadrons will not be operational
until FY 1970C.

Ultimately, we will probably want to introduce a more advanced
capability into the tactical reconnaissance force. To this end we
initiated in FY 1966 a development project which would provide a recon-
naissance version of the F-11l. This development consists of a recon-
naissance pallet (i.e., a modular sensor and processing unit) which can
be installed in the.attack version of the F-111 with minimum modification
to the aircraft. Through FY 1967, $25 million has been devoted to this
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effort and $2 million more is included in the FY 1968 request.  Tenta-
tively, we plan to procure 72 of these pellets at an estimated cost of
$96 million.

]

3. Tactical Electronic Warfare Support

With the increasing importance of electronic warfare, underscored
by our experience in Southeast Asia, we have decided to establish a
separate Tactical Electronic Warfare Support (TEWS) force in the Air
Force General Purpose Forces. As shown on the table, this force will be
composed of 28 UE EB-66s converted from the RB/EB—66 eircraft previously
shown in the reconnaissance category, and 47 UE EC-47s (formerly RC-47s).
The missions of the TEWS force will include active and passive electronic
countermeasures (ECM) operations, airborne radio direction finding (ARDF),
and paramilitary communications countermeasures,

The EC-U47s, which were originally a temporary addition to the
force structure to meet Southeast Asia needs, will continue to perform
the ARDF mission. They have been equipped with the necessary sensors
and direction finding equipment to intercept enemy radio transmissions.
This data is then used to provide operational intelligence to field
commanders, help locate enemy activity for artillery or attack eircraft,
etc. A test version of the RC-47 was first flown late in calendar year
1965, Based upon its initial success, two squadrons were authorized for
use in Southeast Asia, where about 30 of these aircraft are now
operating. '

The RB/EB-66S have been providing the Air Force's present tactical
ECM capabilities. While these alrcraft are not new, they have the range
and speed (and available space for gear) necessary for at least an
effective interim ECM system. In order %o provide sufficient aircraft
for training, maintenance, and advance attrition, we plan to convert the
26 RB-66s now in the force and 9 WB-66s now in storage to the EB-66 con-
figuration; this will invelve some modification of the engines and pro=
vision of new ECM gear. A total of sbout $45 million is requested in the
FY 1967 Supplemental for these modifications. Later, as advanced electronic
equipment becomes available (e.g., from the Navy EA-6B program), it may be
retrofitted into these aircraft,

Although we presently plan to retain the 28 UE EB-66s through the
7Y 1968-72 period, we will continue to study optimum types, force levels,
and mixes of electronic warfare aircraft. The Air Force will initiate a
short contract definition phase for possible improvement of the EA~6Bs
jamming system and its integration into an aireraft suitable to Air Force
needs. This contract definition phase will also provide data to help guide
the decision whether the EB-66 with an advanced electronics system, or the
EA-6B, or a modification of some other airecraft still in production, or a
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completely new alrframe design would best meet our projected future
requirements for this capability.

4, Special Air Warfare Forces

Since its creation in 1962, the Special Air Warfare Forces have
grown both in size and in the range of missions performed. Although
designed to support our own and allied forces in counterinsurgency
situations, more recently some elements of the SAW forces in Southeast
Asia have alsc been employed in conventlonal stteck missions similaer to
those performed by the Tectical Alr Command. The SAW force's diversity
of missions is reflected in the variety of different types of primarily
clder aircraft presently assigned to it, Eventually, we will probably
want to modernize this force with fewer types of newer, speciglly designed
aircraft, and we are currently studying this matter.

In order to meet the requirement of the Vietnam conflict, we have
increased the size of the SAW force from the 327 alrcraft estimated last
year for end FY 1967 to 374, This net increase consists of the addition
of 18 0=-2s, 6 AC=47s, 11 C-123s, 8 C=h7s, and 18 A-37s, partially offset
by the reduction of 1k A-ls. The 0-2s and C-47s will be used for psycho-
logical warfare operations. The AC-U7s provide high intensity fire support
for hamlet and base defense from three fixed sidefiring machine guns mounted
in their cargo compartment. The additional C-123s are employed principally
in foliasge spraying operations. The A=-37s (an attack version of the T=37
trainer) will replace the older A~ls now in the force.

In FY 1968, the number of A-ls will decline further to 25 and the
number of A-37s will increase by 7. By end FY 1969, the second 25 UE
squadron of A-37s will enter the force and the number of A-ls will drop
to 14, In FY 1970, 12 more A-37s (which have sbout double the T-28s
ordnance carrying capac1ty) would replace the 24 UE T-28 squadrons in
our presently planned permanent SAW force.

S Cther Aircraft

The Tactical Air Control System (TACS) provides the command and control
capabllity for the tactical air commander in fleld operations. Currently,
the Air Force is using modified 0-1 zircraft transferred from the Army
for the Airborne Forward Air Controller (AFAC) mission in Southeast Asia.
Last year, we had planned to convert this force ccmpletely to 0V-10s by
the end of FY 1968, However, during the past year the requirement for
AFAC aircraft has virtually doubled and, as shown on Table 12, the authorized
TACS force has been increased to 250 aircraft. In addition, the OV-10
program has slipped and we do not now expect deliveries of that alrcraft
to the Air Force to be completed until FY 1969. 1In order to build up
the force as soon as possible, we have already teken action to procure
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an off-the-shelf Cessra aircraft designated the 0-2. These 0-2s will
give us an improved AFAC capability for the nesr term until the QV-10s
become available; they will also allow us to meet the attrition projected
for both U.S. and Vietnem Air Force units. With respect to the longer
term, it is too early to make a final determination of the size and com-
position of the TACS force, a matter we now have under study. Tentatively,
for planning purposes, we show a post-Vietnam force of 96 UE OV-10 air-
craft.

6. Combat Readiness Training.

As described a year ago, we want to increase the size of the advanced
flying training base very significantly over what it has been in recent
years, from sbout one-eighth of the operaticnal force to about one-fifth.
Predicated on the assumption that the Southeast Asia conflict would end
by 30 June 1967, this expansion was to have been substantially achieved
by the end of FY 1968, Now, however, under our revised budget planning
assumption, completion of the build-up of the training base in terms of
aircraft would be delayed until the following year. Meanwhile, the
Air Force has been able to achieve a very significant improvement in the
monthly utilization rates of ccmbat crew training aircraft. Except for
the F-105, the average rate was increased from 25 hours to 40 howrs dur-
ing FY 1966 and we hope to achieve a rate of 45 hours per month in FY
1968. The F-105s' utilization rate was raised from 25 hours a month to
30 hours and we plan to hold at that level until this aircraft is retired
from the active force. '

7. Tactical Missiles

As I indicated last year, the remaining 18 MACE B missiles (one
squadron) deployed in Germeny will be phased out during FY 1969 as
PERSHING takes over the quick reaction alert {QRA) role. These fixed
site missiles represent relatively "easy" targets for the Soviet's
offensive forces and therefore. could not be counted on being available
following a surprise attack. The remaining 36 MACE Bs deployed in
Okinawa, however, are tentative scheduled to remain in the active force
through the program period. It would be very difficult, if not impos-
sible, for the Communist Chinese to attack them successfully at the
present time, and, at least during the early stages of a build-up in
their nuclear capsbilities, an attack on the MACE Bs would require con-
siderable effort on their part.

8. Air National Guard
A number of changes have been made in the planned equipage of Air

National Guard squadrons, most of them relasted to changes in the active
structure, The Guard will retain more F-84s and F-86s longer in order
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to offset delays in the transfer of F-100s and F-105s from the active
forces, Moreover, based on current atirition projections, few F-105s
will be ultimately available (only encugh to maintain the present UE
until FY 1971, when a few more will begin to phase in) and, consequently,
the Guard will use more F-100s in the later years than previously planned.
As shown on Table 12, the Guard will have 547 tactical fighters at end

FY 1967 and 575 by end FY 1970.

9. Adircraft Procurement

As shown on Table 13, the Air Force will procure a total of 732
tactical, air control, and reconnaissance aircraft for the General Pur-
pose Forces in FY 1967, at a total cost of $1,847 million. (Of this
total, 102 aircraft costing $457 million are in the FY 1967 Supple-
mental request.) For FY 1968, 87L aircraft costing $2,076 million are
requested for these forces. Both the FY 1967 and FY 1968 programs pro-
vide for combat attrition through the normal production lead time, i.e.,
December 1969. Accordingly, if the Vietnam conflict should end before
thet date, both the active and reserve Air Force structures would be
modernized faster than shown on Table 12.

Last year, we had scheduled procurement of 102 F-4 alrcraft for
FY 1967 and a final procurement of 32 in FY 1968. We now propose to
increase the FY 1967 program to 191 aircraft and buy 245 in FY 1968.
The planned procurement of 100 F-ks in FY 1969 and 53 in FY 1970 is
for advance peacetime attrition. '

With respect to the F-111A4, 175 saircraft (including 24 for eventual
sale to Australias) were fimded through FY 1967. Lest year, we had tenta-
tively planned on financing 180 more in FY 1968. However, we have now
decided to adjust the production rate sc as to be sble to include certain
improvements, which are now being made, in more of the aircraft. As a
result, we plan to buy only 143 aircraft in FY 1968, adding the differ-
ence of 37 aircraft to the end of the line in FY 1971. In addition,
snother 23 airceraft will be procured in FY 1971 (a total of 121) for
advance peacetime attrition.

Production of the ¥-111A is on schedule and the first aircraft are
expected to enter the operational forces in FY 1967. The net result of
the F-111A's tests to date indicates that it will meet or exceed its
desired performance standards in all essential respects.

The Air Force's A-7 program has, as I indicated earlier, slipped
substantially from that projected a year ago. We originally thought
that this program could get under way in FY 1966 and funds were included
in the FY 1966 Supplemental for the first seven alrcraft, and in the
original FY 1967 request for 99 more. Since it has now been decided that
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the Air Force's A-T7 should employ a more powerful engine than the Navy's
version and that it should include certain other improvements, the pro-
curement program has been rescheduled as shown in Table 13. The FY 1966
buy has been deleted and the FY 1967 buy reduced from 99 aircraft to 20.
For FY 1968 we plan to buy 181 A-7s, and additionel offsetting upward
adjustments in procurement in subsequent years should permit us to achieve
a force level of 360 UE by FY 1971, as previcusly planned. The contract
was awarded last fall aend we now expect delivery of the first Alr Force
A-7 airecraft in late FY 10968.

Last year we had tentatively scheduled procurement of 157 OV-1Cs
for the TACS force., However, the TACS requirement has grown sharply dur-
ing the past year leading to the decision to buy the 0-2 and this,
coupled with a delay in projected OV-10 deliveries and zn increase in
the cost of that aircraft, has caused us to revise our planned procure-
ment program. Although we still plan to purchase 157 OV-10s for the
TACS mission, the ¥Y 1967 buy has been reduced from the 123 scheduled
a year ago to 98, with the difference of 25 being added to the FY 1968
program which now totals 48. Purther procurement of the OV-10 for the
Air Force will depend upon a future declsion to use it to help modernize
the Special Air Warfare Forces.

As previously mentioned, action has already been initiated to pro-
cure 176 0-2A aircraft in FY 1967, 145 for the TACS force, and 31 for the
SAW force's psychological warfare mission (including support aircraft).
Forty-seven more 0-2s are included in the FY 1968 program to provide for
combat attrition replacement. The first deliveries of the 0-2 will be
made over the next few months, with the last to be delivered early in
calendar year 1968.

Also added to the FY 1967 program are 57 A-37 alrcraft, and 120 more
will be procured in FY 1968 to form three squadrons in the U.S. SAW force
and three squadrons in the South Vietnam Air Force, plus training and
attrition. We now plan to buy a total of 45 Fu5s -- 10 in FY 1966, 31
in FY 1967 and 4 in FY 1968. These aircraft will be used to re-equip
one Vietnamese Air Force A-1 squadron (18 UE), provide L aircraft each

to Korea and Theiland, and replace P-5s lost by the Air Force in South-
east Asisa.

Finally, to offset projected attrition of recomnaissance aircraft in
Southeast Asia, the FY 1968 quantity of RF-4 aircraft has been increased
from the 23 shown on the table last year to 86, and 46 more will be pro-
cured in FY 1969 for asdvance peacetime attrition. And, as previously
mentioned, to maintain a level of four RF-101 squadrons, we will convert
38 F-101ls to the reconnsissance configuration in FY 1968.
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10, ¢Cther Air Force Procurement '

The present logistics objective for the Air Force General Purpose
Forces provides for procurement of equipment (less aireraft), non-nuclear
ordnance, combat consumables, and secondary items to support three months
of combat consumption for NATO forces. For non-NATO forces, combat
consumption is provided for six months for equipment items and for D to P
for non-nuclear ordnance, combat consumsbles, and secondary items., A
pipeline of up to 135 days is also provided for non-NATO forces., The
forces to be supported are:

a. A force of 1,900 tactical fighter/attack aireraft.
b. The Special Air Warfare (SAW) Forces.

c. A force of 80 B-92s.

d. The tactical reconnaissance forces.

The logistic objective now provides for the first six months of com-
bat about 200,000 tactical sorties (ebout 400,000 tons of ordnance),
4,800 B-52 sorties (144,000 tons) and 15,000 SAWF sorties (30,000 tons),
for a grand total of about 220,000 sorties (574,000 tons of ordnance).
This is an increase of about 53,000 sorties (104,000 tons of ordnance)
over last year's objective for the first six months of combat.

The Air Force's aircraft non-nuclear ordnance program for FY 1967
totals $1,739 million, of which $438 million is included in the Supple-
mental request. The proposed FY 1968 progrem totals $1,629 million. As
previously discussed, the funds requested will finance production through
the recrder lead tlme, and wherever possible the existing production bhase
will be utilized to produce proven weapons, with purchases of newer or
developmental wegpons deferred until g later time.

"Iron bombs", which are being consumed at high rates in Southeast
Asia, will continue to dominate the FY 1967-68 procurement programs. For
these two years, $1,409 million will be spent on these bombs, ineluding
166,500 250-1b. bombs; 1.4 million 500-1b. bombs, 1.1 million 750-1b.
bombs, and 10,800 2,000-1b. bombs; $31 million is for 109,000 napalm
bombs and $463 million is for 2.75 inch rockets and 20mm ammunition. For

"cluster" types, the CBU family and other canister bombs, $888 million
is included for about 487,700 units.

Also included in the Air Force's FY 1967-68 proposed program is $74
million for L,678 TV-guided WALLEYEs, about $106 million for 7,214 SHRIKE/
ARM anti-radar missiles, and sbout $61 million for 2,395 SPARROW air-to-air
missiles .
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1l. Theater Air Base Vulnersbility

The theater air base vulnerability program is designed to minimize
the damege an enemy could do to our overseas sirfields, and the aircraft
on them, in a non-nuclesr asttack., This program is oriented to the entire
range of possible enemy action from e highly sophisticated aircraft attack
to the kind of guerilla type penetration of an air base's defensive peri-
meter with which we have hed to contend in Southeast Asia. Our Jeployed
tactical aircraft represent a very velueble asset, not simply in terms
of their dollar cost but more important in terms of the great contribution
that their immediate post-attack fighting capebility can make to the
favoreble outcome of a conflict. The importance of the relatively in-
expensive measures which we recommend to protect these aircraft should be
Jjudged in this 1light.

An air base's vulnerability to attack can be reduced in many wayss,

.e.g., aircraft can be camouflaged with paint, POL and communications facil-

ities can be hardened, and the visual contrast between the base end its
surroundings can be toned down. These types of actions are already being
carried out extensively., In addition, kits for rapid repair of bomb
damaged runways have been provided for all Southeast Asis beses and are
now being procured for other Pacific and Europesn bases. These kits con-
sist of a supply of runway base material (we are experimenting with
several new types)plus the necessery repair equipment. Some steel revet-
ments have been provided for our eircraft in Vietnam. In addition to
these passive measures, of course, our program to improve our forward
area air defense with the improved gun/CHAPARRAL/HAWK weapons will also
contribute to the protection of tactical aircraft.

‘However, what we consider to be the most important element of a
balanced effort in this area, the provision of protective shelters for
the aircraft themselves, has yet to be even started, elthough the funds
to do so have been requested in each of the past four years. Each time
the Congress has denied our reguest, most recently perheps in the belief
that uncertainties regarding the size and character of our future overseas
deployments make such fixed investments as shelters unwise at this time.
With respect to our European deployments, it is true that we are currently
in a period of change and reconsideration. However, those few currently
outstanding questions which might affect our tactical aircraft basing
plans in Europe should be settled within a matter of months. In any event,
we would not actually undertake shelter construction at any location where
there remained any substantial question about our near-term occupancy.

A prefabricated metal, earth mounded shelter has already been develop-
ed and successfully tested by the Air Force. In a conventional attack it
would provide protection sgainst anything but a direct hit by a heavy bomb;
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it would also offer considersble protection in s nuclear attack. This
shelter can be built at a cost of about $135,000 to $175,000 apiece
(depending on whether the shelter is equipped with blast resistant steel
doors), & smell fraction of the value of the aircraft it protects, This
yeer's request for $26 million will provide verious vulneresbility reduc-
tion measures (shelters, paving for dispersal sites, POL facility harden-
ing, etc.) et eight Europeean end four Pecific bases. The total program
presently envisioned would ultimately provide shelter for some 360 air-
craft and other high-value aviation equipment, together with the full
range of other vulnerability measures -- at a total cost of about $178
million. I urge the Congress to provide the $26 million included in our
FY 1968 request so that we may get started promptly on this critical program.

F.  TACTICAL EXERCISES

Under normel peacetime conditions, large scale strategic mobility and
tactical exercises contribute to the maintenance of high combat resadiness,
provide highly visible demonstrations of our capsabilities, help test new
operational concepts and weapon systems, and permit U.S. and allled forces
to perfect coordination procedures which they would have to use in wartime.
However, with the expension of combat operations in Southeast Asia during
the past 18 months, the importance of simulating such operations has dropped
sharply and in FY 1966, only sbout $9 million was used for the larger ex-
ercises "directed" or "coordinated" .by the Joint Chiefs of Staff. There-
fore, on the assumption that the Vietnam conflict will continue through
FY 1968, we have budgeted only $27 million for this purpose, far below
the $100 million plus level of pre-Vietnam yesrs. This amount would
support a very modest program, the specific content of which will be
chosen from several tentatively scheduled exercises as future.conditions
mey permit.

In addition to these larger exercises, the Military Services will con-
tinue tco supplement their normal unit training schedules with unilaterally

planned readiness exercises, 1nclud1ng a number with elements of allied
military establishments.

G. FINANCIAL SUMMARY

The Genersal Purpose Forces Program outlined above will require total
obligational authority of $3L.4 billion in FY 1968.

A comparison with prior years is shown below:
($ Billions, Fiscal Year)

1962 1963 1964 1965. 1966 1967 1968
“Act. Act. Act. Act. Act. Est. Prop.

Total Obligational
Authority 18,0 17.9 18.0 19.1 29.5 3k4.3 34.b.
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Iv, AIRLIFT AND SEALIFT FORCES

Included in this program are the Military Airlift Command trans-
ports, the Air Force's troop carrier aircraft assigned to the Tactical
Air Command and the Unified Commands, the transport and troop carrier
alreraft in the Air Force's reserve components, and the troop ships,
cargo ships, tankers end "forward mobile depot" ships operated by the
Military Sea Transportation Service.

Although not specifically included in the Airlift/Sealift Program,
those elements of other major progrems whose missions and capebliitles
are closely related to the general requirement for 1lift have alsc been
considered in determining what forces should be provided here. These
other elements include such specialized transportation forces as the
carrier-on-board delivery aircraft of the Navy and the cargo aircraft
of the Marine Corps.

Within the context of this specific program, the lift mission con-
sists of two main tasks: the strategic requirement for transport sup-
port of military operations in overseas sreas and the tactical require-
ment for intra-theater and assault airlift. The strategic task can be
further divided into the requirement for the initial rapid military
response to distant crises and the longer term requirement for continu-
ing support and re-supply of overseas military operations, This dis-
tincetion is very importent because it helps determine what kind of
equipment is needed, when it must be aveileble, how it should be organ-
ized and deployed, and who should control it. As you know, during the
past several years, our principal concern in the airlift/sealift area
has been to bulld up e quick-reaction capability adequate to meet our
global security commitments. More recently, our experience in support-
ing a major military deployment in Scutheast Asia-has focused our
attention on the problems of providing lift support over the longer
term, and especially under conditions when it is not feasible to re-
quisition commercial shipping.

A. STRATEGIC MOVEMENT

A11 of our studies show that the length and cost of a war, as well
as the size of the force ultimately required to terminate it favorably,
are importantly influenced by how fast we can bring the full weight of
our militery power to bear on the situation.
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In previcus posture statements I have discussed at some length the
range of strategies aveilzble to us for meeting the requirement for such
prompt and effective response to distant military contingencies. Basically,
these choices range from reliance on large ready forces deployed overseas
in advance of need, to reliance on a central reserve of men and eguipment
in the U.S. to be deployed by airlift end seelift as required. A strategy
which combines festures of both these extremes might provide for preposi-
ticning equipment end supplies overseas, either on land or ebourd ship,
with the men to be airlifted in as needed. Although easch of these ep-
proaches hes its own advantages and disadvantages with respect tc opera-
tional flexibility, foreign exchange costs, total manpower and equipment
reguirements, etc., the strategy of 2 mobile central reserve supported
by an adequate 1ift capebility and belanced prepcsitioning has long been
accepted as the preferred elternastive for meeting the rapid response
objective,

During the past several years, the Defense Departiwent hes been em-
barked on e major effort to achieve the rapid deployment capability
needed to support such & strategy. In the main, this effort in the
early yeasrs concentrated on improving our strategic airlift capacity,
principally through the procurement of large numbers of C-130 and C-141
transport aircraft. Thus, between FY 1961 and the end of the current
fiscal year, we will have increased our — 1ift capability to South-
east Asia or Europe fourfold. Now, we are buying & new transport, the
C-54 which will enable us 1o meke enother major improvement, both gquali-
tative and gueantitative, in our strategic airlift capacity. Thus, when
our presently planned six squadrons of C-5As are all in the force in
FY 1872, our airliff capacity will be more than ten times what it was
in FY 1961.

Over the years, forward prepositicning of militery materiel, especial-
ly heavy and bulky egquipment, has grown in importance, partly because of
the great increase in our ability to airlift forces and.partly because
of the emergence of new prepositioning concepts and equipment. The most
important of these concepts has been the "forward floating depot (FFD)"
in which balanced stocks of equipment and supplies are meintained on
ships stationed overseas within a few days steaming distance of potential
trouble spots, and thus very gquickly available to "marry up" with air-
lifted forces from the central reserve. As a first generation "floating
depot" system we plenned to use old VICTORY-class ships, specially modi-
fied for this purpose. Three of these ships were actually deployed to
the Philippines in FY 1963 and we hed planned to add 16 more this year.
However, the requirements of the conflict in Scutheast Asie have now
caused us to defer this deployment, at least until FY 1969,
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Our future plens call for this first generation system to be re-
placed by a new class of ships, the FDLs, which are being specifically
designed to support a rapid deployment stretegy. Unlike the relatively
slow (16 knots) and small pavload (2,265 short tons) VICTORY ships, the
FDLs will be fast lerge payload (8-10,000 shert tons)
ships capeble of repidly delivering cergo either over~the-beach, using
embarked lighters and helicopters, or at esteblished ports. Because of
these improvements, the FDLs will provide a wider range of operationzl
flexibility than the VICTORYs. While we would probeably elwsys want to
have some of them fully loeded end deployed forward, some of them could
also be held partially loaded with emmunition and supplies but in a
reedy status in either U.S5. or overseas ports where vehicles, helicop-
ters, etc., tailored to the mission, could be placed on board quickly
as the situstion requires. This mode of operation, which is feasible
only beceuse of the speed and efficiency of the FDLs, would allow us to
meet the desired rapid deployment schedules without immobilizing in-
definitely large amounts of high cost equipment, some of which also
requires substantiel continuing maeintenance. In either mode of opera-
tion, however, the FDLs would have to be committed to the rapid deploy-
ment mission at all times end 'would not be availeble for reguler point=-
to-point service. Thus, while they will mske an enormous contribution
to our rapid deployment capability and will also be highly efficient
carriers for resupply after the initial deployment phase, these FDLs,
in themselves, do not provide the answer to the overall sealift problem.

Indeed, 211 of our study and.experience shows that the requirement
for sealift continues to grow after the initial build-up phase, as more
forces are deployed end stocks of consumables have to be replaced. To
meet this lerger and longer term need, we must rely in large part on
merchent shipping. Based on the transportation requirements implicit
in our contingency planning for a number of the most likely limited war
situations, it appears that the equivalent of up to 460 general cargo
ships (averaging 15,000 MT capacity, 15 knot speed) might be needed in
a future emergency, over and sbove those available in our own Airlift/
Sealift Forces. Simply in terms of size, the U.S. Fleag Merchant Fleet
(active and reserve) is adequate for such contingencies now, and should
continue to be so in the future. The reel problem, underscored by our
recent experience in supporting our Southeast Asia deployments, concerns
the aveilsbility of these U.S. Flag merchant ships to the Defense Depart-
ment on e timely basis.

For the past year and a half, we have been engaged in & massive sea-
1ift of men and supplies to Vietnam. In the first querter of FY 1967,
the Militery See Transportation Service (MSTS) exceeded its FY 1965
average guarterly shipping rate by 165 percent. However, only about a
third of the increase was obtained from the U.S. liner fleet (both sub-
sidized end unsubsidized). These, of course, were the ship operators
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who had been given preference in carrying peacetime Defense cargoes,

who up until recently (when MSTS introduced competitive bidding) had
collectively negotiated freight rates with MSTS, and on whom Defense
had traditionally counted for the "hard core" of its sealift augmenta-
tion in wartime. But, when the heavy demands for sealift to Southeast
Asia began to develop, most of the liner operators chose to continue to
ply their normal commercial trade routes, and in the July-September 1966
period only 8 percent of the subsidized fleet and something less than

10 percent of the non-subsidized liner fleet were under charter to MSTS,
This choice was understandable under the circumstances. In a total war,
neither the Government nor the shipline operstors would have any choice,
the ships would be requisitioned. But in a limited war, such as Vietnam,
the issue is not as clear; the shipline operstors, understandably, don't
want to lose thelr place on the world trade routes and the Government
doesn't want to be forced to requisition the ships it needs.

Fortunately, in the present situation, we have been able to obtain
the needed sealift without recourse to requisitioning, principally through
the use of the unsubsidized tramp fleet and through reactivations from
the reserve fleet (NDRF). Almost two-thirds of the increase in Defense
sealift capacity achieved since the start of the Vietnam build-up has
come from these sources. As of January 1, 1967, 73 privately owned
ships, representing about 7O percent of the total general cargo capacity
of the U.S. tramp fleet, were in Government service and 153 Government
owned ships had been reactivated from the NDRF to cerry Government cargoes
under private operatiomn. :

While these resources have successfully met the needs of the present
emergency, they meay not all be available In another emergency a decade
hence. By 1975, most of the ships in the NDRF will be 30-35 years old
and will requlre larger expenditures for conversion to assure satisfectory
reliability. Moreover, the unsubsidized tramp/irregular fleet will prob-
ably have disappeared because its esging World Wer II vessels cannot be
replaced at an economical price. As a result, the Defense Department
may in ancther emergency he far more dependent on the subsidized berth
line opersators than it is today.

The grester requirement for berth line ships is disturbing not only
because of the problem of responsiveness but also because of the cost
implications involved. We know from past experience, and we cannoct real-
istically expect it to be otherwise, that unless the operators are assured
a good profit (at prices established in a tight market) their ships will
not be forthcoming voluntarily in an emergency. This makes the subsidized
liner fleet a very costly form of sealift for the Defense Department to
hire, just when it needs it most.
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Furthermore, U.S. Flag ships are twice as expensive to operate,
even in normal times, as most foreign flag ships. And, as I mentioned
earlier, ship construction in U.S. yerds costs sbout twice as much as
that sbroad. To offset these cost differentials, the U.S. Merchant
Marine is subsidized by the taxpayer, directly and indirectly, to the
tune of nearly three quarters of a billion dollars a year -- on the
premise that this shipping is required for potential national security
needs, Yet, despite this large annual subsidy, virtually all our sea-
1ift needs since World War II have been met without requisitioning
merchent ships. Moreover, it seems clear that the most likely require-
ments for sealift augmentation in the future will be associated with
limited war situations like Vietnam, in which recourse to reguisitioning
will be as undesirable as it seems today.

In summery, from the viewpoint of the Defense Department, there is
a firm requirement for reliasble, responsive sealift augmentation for a
wide range of limited war situations, a requirement which the present
subsidized U,S. liner fleet, for various reasons, has not met. Various
solutions have been suggested, ranging from a major increase in the sub-
sidized U.S. Flag merchant fleet to a full scale program of reserve fleet
meodernization. I do not propose to offer a solution at thils time; other
agencies of the Government are glso involved. I believe a way can be
found to revitalize both the American shipbuilding industry and the U.S.
Merchant Marine and make them both more truly competitive in the world
markets == and I believe that these objectives, along with our militery
requirements, can be met at costs lower than those our nation is incur-
ring today.

B. AIRLIFT

The eirlift forces currently planned through FY 1972 sre shown on
Table 14, In the active forces, the C-5A deployment schedule is the
same as that envisioned a year ago with the first two squadrons scheduled
to become operational in FY 1970 and the entire six squadron force in
FY 1972. The C-5A procurement program, unchanged from last year, is
shown on Table 15. The first eight aireraft were included in the current
year's program and $423 million is included in the FY 1968 request for

the next 18, plus advance procurement., The total C-5A program cost

(including research and development end fecilities comstruction) is
estimated at $3.4 billion.

Fabrication of the C-5A was begun last summer and the first flight
is scheduled for late in FY 1968. This aircraft will have a maximum
gross weight of about 769,000 lbs., and a maximum payload of 265,000 lbs.
at a range of 2,700 n.mi.  About 98 percent of the heavy bulky equipment
which the ground forces require for maximum combat effectiveness can be
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carried by the C«5A compared with only about two-thirds of such equip-
ment in the case of the C-14l, With its “"visor" nose and rear cargo
doors, the C-5A will permit fast drive-through loading and unloading.

An upper level in the aircraft, above the cargo bay, will provide
accommodations for a relief crew plus 75 troops. Its high flotation
landing gear will allow it to operate from relatively primitive airfields
characteristics of so much of the world. It will be not only the most
capable, but also the most efficient air cargo carrier ever builc.

Last year we had tentatively scheduled the phase-cut of the C-133
fleet from the active forces in FY 1971. However, in order to maintain
the squadron integrity of the Military Airlift Command's force structwure,
we now plan to phase out the last two squedrons of C-133s as the last
two C-5A squadrons become operational in FY 1972,

‘We also plan to retain one edditional C-124 squadron (16 UE aircraft),
previously scheduled to be phased out this year, through FY 1968 in order

to provide rotationel sircraft for support of USATFE, thereby releasing
additional MAC alrlift for support of Scutheast Asia.

The C-141 force will reach its planned strength of 1b squadrons in
FY 1968 and is scheduled to hold at that level throughout the program
periecd. -

Before the end of FY 1967, we plan to reorganize the existing C-130
fleet within a force structure of 28 squadrons rather than the 31 pre-
viously planned. This reorganization, although it reduces the number of
UE aircraft shown on the table, does not change the number of aircraft
actually in the force. Instead, it will provide a better distribution of
these aircraft between the coperational units, the maintenance float and
the training mission. As the C-5As enter the force, some of the C-130s
will be transferred to the Air Force reserve components.

The C-135s will be phased out of the active alrlift forces in FY
1968, the same schedule planned a year ago.

As a result of an Army-Air Force agreement in April 1966, which re-
delineated certain air support mission responsibllities within the combat
theater, the Army's CV-2 CARIBOU transports (redesignated the C-TA) have
now been transferred to Air Force operation and are, therefore, accounted
for in this program for the first time.

No major changes are contemplated in the airlift force structure of
the reserve components from that proposed a year ago. Last year the Con-

gress directed that one C-121 and two C-97 squadrons should be retained
through the current Tiscal year, and this is reflected on the table.
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In FY 1968, we propose to continue one C-121 squadron and one more C-g7
squadron than planned last year. Over the next few years, as shown on
the table, the Air Force Reserve and Air National Guard will phase out
the C-119s, C-121s, C-97s and C-123s. Then, as C-130s are received
from the active forces, the reserve components will progressively retire
their C-97s and C-12Ls, Eventually, the reserve airlift force will
consist entirely of C-130s., During FY 1968, we propose to continue the
100 percent manning for the 11 Air Force Reserve C-12L squedrons, which
was inaugurated as a readiness measure in the summer of 1965.

C. SEALIFT

As discussed earlier in this section, we propose to build a fleet
of Fast Deployment Logistic (FDL) ships with a tentative force objective_
of thirty ships. The Congress approved funds ($67.6 million) for two
of these ships in FY 1966, including $10 million in the FY 1966 Supple-
mental for the initiation of contract definition. As I explained a year
ago, actual contracts for these first two ships are being deferred in
order to permit their inclusion in the "total package" contract. We now
plan to eward the multi-year contract lste this fiscal year. Funding
for five FDLs ($233.5 million) is included in the FY 1968 request.
Tentatively, 12 more FDLs would be funded in FY 1969 and 11 in FY 1970
as shown on Table 15.

The FDLs we now propose will be considerably larger, faster and more
efficient ships than those we originally envisioned. Two years ago, the
preliminary FDL concept called for a vessel capable of carrying about
5,600 tons of division equipment and supplies; the ships we are mnow con-
sidering will be sble to carry perhaps twice that tonnage and.at an esti-
mated increase in the cost per ship of less than 10 percent.

As I noted earlier in the discussion of the shipbuilding problem, the
FDL program represents the first appliceation of the concept formulation
and contract definition process and the "total package" approach to ship
Procurement, The first phase of this approach, "concept formulation", was
completed in July 1966 when three contractors were awarded definition
contracts. During the first phase of contract definition, the competing
contractors prepared their initisl proposals around Army and Navy perform-
ance requirements and stsndards instead of detailed ship specifications.
Thus, for the first time, the talents of private industry are being brought
to bear on the initial design of the ship. During the second phase of the
definition process, which has just been completed, the three competing
contractors prepared detailed proposals for their design and e comprehen-
sive program plan for their production. As part of these detailed pro-
posals, each of the, contractors has developed plans for a new shipyard or
modernization of an 'existing one. Any one of these, in terms of efficiency,
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would be far superior to the existing U.S. yards and in terms of design
and layocut would be equal to the best of the foreign yards.

We are now in the last stege of the definition process, i.e., bid
evaluation and source selection. During this period we will be seeking
not just the proposal which gives us the most effective FDL from a per-
formance point of view but also the one which offers the required cap-
ability at the lowest "life cycle" cost, i.e., design, construction,
facility and operating costs. Thus, for the first time in ship design,
major considerations are being given to all significant life cycle cost
elements, such as the menning, the skill levels, training, the degree of
automation, the smount of ship maintenance and relisbility required, and
integrated logistic support aspects. Since the FDLs will all be construc-
ted to one design and in a single highly efficient yerd, we expect to
achieve a greater asmount of capability from each shipbuilding construc-
tion doller than we ever have before. 1If this proves to be correct, and
we have every reason to believe it willl, the FDL program may pioneer the
" revitalization of the American shiphuilding industry.

At this time last year, the Navy was just entering the first phase
of FDL contract definition, which made it difficult to forecast accurately
the exsct development schedule of these ships. We can now be more definite
and as shown on Table 1ll, we believe we could have the first eight ships
operational by the end of FY 1971 and a force of twenty by the end of
FY 1972, The entire presently planned 30 ship fleet could be available
the following year.

The three VICTCORY-class cargo ships which had been used as forward
mobile depots since FY 1963 have been temporarily converted to point-to-
point service in support of our current effort in Southeast Asia. Our
plans now call for retaining these ships in this role through the end of
FY 1968. Subsequently, with the end of the Vietnam conflict, we would
expect to return them to their forward mobile depoet role. At that time
we would also plan to add 16 more VICTORY ships to this mission, giving
us & fleet of 19 ships which would be retained until a sufficient number
. of the more efficient FDLs became available in FY 1972.

During FY 1966, MSTS opersted in the nucleus fleet an additional
general purpose cargo ship to help meet the increased requirements of
our Southeast Asia operatiocn. Tentatively, we now plan on retaining this
ship through FY 1968, after which the active general purpose cargo fleet
is scheduled to decline as shown on Table 14, Another minor change in
last year's planned deployments resulted from the fact that one roll-on/
roll-off ship which had been expected to enter service in May or June 1966
has been delayed.
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With respect to special purpose cargo ships, the temporary Vietnam
augmentations which I described a year ago ‘have now been extended through
FY 1968. In addition, MSTS will operate 13 more ISTs in FY 1967 than
envisioned last year and 1b more through FY 1968, After FY 1968, the
special purpose cargo fleet is tentatively scheduled to return to the pre-
Vietnam level, as shown on Table 1k,

During the past three years, funds have been provided te increase
the capacity of six MSTS tankers built during World War II by adding a
new center section, at a cost of $4.2 miliion per ship. Ultimately, =
total of ten tankers were scheduled to undergo this modification. Con-
currently, as I pointed out last year, we also toock under study the
alternative of replacing some of these o¢lder tankers with new ships.
While we are not yet ready to recommend this course, or the long-term
chartering of private tankers which is also being studied, we have con-
cluded thet the tanker "Jumboization" program no longer represents the
best or most economical approach to the modernization of the MSTS tanker
fleet. Therefore, the tanker conversion program, which actusally never
got underway, has been terminsted and the $24,6 million previously appro-
priated for this purpose has been used to offset other requirements.

Finally, as described in former years, we intend to keep 16 troop
ships in the force through 1970 as a hedge against emergency requirements.
To the extent they are not needed in active status, they will be placed
in ready reserve, manned by skeleton civil service crews. After FY 1970,
we tentatively plan on keeping eight of these troop ships to meet a re-
quirement for transporting the follow-on assault elements of two Marine
Corps divisions. Currently, all operating troop ships are in .the Pacifiec
in support of our Southeast Asis deployments, and the remainder are in
the Atlantic in a Ready Reserve status.

D. . FINANCIAL SUMMARY

. The Airlift and Sealift Forces I have outlined will require Total
Obligetional Authority of $1.6 billion in FY 1968. A comparison with
prior years is shown below;

($ Billions, Fiscal Years)

1962 1963 1964 1965 1966 1967 1968
Actual Actual Actual Actusl Actual Est. Proposed

Total Obligational
Authority 1.1 1.1 1.2 1.4 1.7 1.5 1.6
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V. RESERVE AND GUARD FORCES

A.  GENERAL

In the preceding sections of this statement, I have discussed
the Reserve and Guard forces as they contribute to our varicus military
missions., TIn this section, T will summarize the numbers of men serving
on a paid driil status and the costs of the program. The numbers of
Reserve and Guard personnel in regular paid training for the fiscal years
1961 through 1968 are shown on Table 16,

As shovmn on the bottom of the table, we have budgeted for 1,049,000
Reserve and Guard personnel on peid status at the end of FY 1968, This
compares with 1,054,100 at the end of FY 1966 and an expected 1,068,500
" at the end of the current fiscal yeer. Of these numbers, 936,600 personnel
are expected to be in a paid drill training status by the end of FY 1968,
comp;ggd with 985 100, at the end of FY 1967 and 963,200 at the end of
FY 1

B. ARMY RESERVE COMPONENTS

In asccord with the provisions.of the FY 1967 Appropriation Act, we
are programming the Army reserve components during FY 1967 at average
strengths at or above those specified (380,000 for the Guard and 260,000
for the Reserve). In the case of the Guard, the actual FY 1967 end
strength is estimated at 418,500, the level originally established a year
ago to accommodate the 100 percent manning standard required for the
Selected Reserve Force. In addition, by this coming June, the Army plans
to reduce the number of untrained enlistees in the Reserve Enlistment
Program (REP) to a more normal level of less than 20,000 (compared with
gbout 120,000 in December 1966). .

For end FY 1968, we are budgeting paid drill training strengths of

" 400,000 for the Guard and 260,000 for the Reserve. With a revised allo-
cation of drill pay strength within the Guard structure, the 18,500 men
added last year to provide for the 100 percent manning of the Selected
Reserve will no longer be needed. Even so, the total strength of 660,000
is still more than we believe to be required to support ocur current con-
tingency plans. Furthermore, additional work needs to be done to bring
the Army's Reserve Force structure into better balance with its Active
Force structure, As I noted earlier in my discussion of the Army General
Purpose Forces, very good progress was made during the last year in mesh-
ing these two structures together under the "One Army" concept. But that
work has shown even.more clearly that the Army still has units in its
reserve components which it doesn't need and still lacks units which are

166




required. Until these conditions are corrected, the Army as & whole
will not be able to attain the properly balanced and ready posture which
it should have.

In the light of the strong objections raised against the reorganiza-
tion plan proposed in 1965 and 1966 to alleviate these organizational and
structural problems, the Department of the Army is now exploring other
ways of solving them. In order that the views of the Joint Chiefs of
Staff may be taken into account, the Army's analysis of these problems
will not be completed until after the Chiefs have finished their annual
review of the military forces in March. ' Pending the results of this
analysis we plan tc maintain substantially the status quo. After the
Army's study is completed, we will submit appropriate revisions to the
FY 1968 Budget request, if necessary.

C.  NAVAL RESERVE -

For the Navel Reserve, we have programmed e total of 126,000 men on
paid drill training status for the end of FY 1968, the ssme number esti-
mated for the end of the current flscal year 'and about 2,200 more than
were actually in paid status at end of FY 1966. In addition, sbout 8,000
Naval Reservists (the same as last year) are expected to perform short
active duty tra1n1ng tours during FY 1968,

D. MARINE CORPS RESERVE

The Marine Corps Reserve authorized paid drill training strength was
raised by 2,500 in FY 1966 to a total of 48,000 in order to increase the
readiness of the Reserve Division/Air: Wing Team. This strength will be
maintained through FY 1968, In addition, about 2,800 other Reservists
will participate in two weeks annual active duty training tours.

E. AIR FORCE RESERVE

For the Air Force Reserve, the FY 1968 Budget provides an end year

© paid drill training strength of 44,800 compared with 49,900 estimated

for end FY 1967. As you may recall, in August 1965 we raised the manning
levels of the eleven C-12L groups to 100 percent of asuthorized strength.
In FY “1968, there will be a total of nineteen C-12k groups in the Reserve,
all programmed for 100 percent manning. Eight C=119 groups are scheduled
to phase out during FY 1968, This phase down, together with other adjust-
ments will result in a net decrease of agbout 5,100 drill pay spaces. The
remaining C-119 groups will be provided a C-2 manning readiness status
(combat ready in LB hours). 1In addition, 3,400 Air Force Reservists will
receive two weeks active duty training and 200 will receive four weeks
training during FY: 1068, the same as now estimated for FY 1967.
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F. ATR NATIONAL GUARD

The FY 1968 Budget provides an end year paid drill training strength
of 84,800 for the Air National Guerd, sbout 2,100 higher than the number
estimated for the end of the current fiscal year. As in the case of the
Air Force Reserve, the Guard was authorized edditional spaces in FY 1966
and FY 1967 to raise the manning levels of one tactical air control group,
nine F-100 fighter squadrons, and four RF-84 tactical reconnaissance
squadrons to 100 percent authorized strength and these authorizetions
have been extended through FY 1968. In addition, the Guard's C-12L4 squad-
rons will also be manned at 100 percent of authorized strength, the
fixed AC&W and selected airlift and weather service units will be provided
g C=1 readiness manning level and most of the other units a C-2 menning
level.

G. OFFICERS EDUCATION PROGRAM (ROTC)

The Senior Reserve Officers Training Corps is a major source of
comnissioned officers for all of the Military Services. In FY 1968,
an estimated 266,000 students will participate in this program, includ-
ing gbout 53,000 in the third and fourth year classes. About 23,600
will be commissioned as Second Lieutenants or Ensigns. There are now
477 ROTC units located at 329 institutions throughout the United States.
However, in FY 1968, we proposed to add 15 more Army units with an
initial expected freshman enrollment of about 5,000,

Under provisions of the ROTC Vitalization Act of 1964 (P.L. 88-647),
the Army and the Air Force were authorized to create scholarship programs
similar to that which the Navy has had for many years. While each of the
three. Services will eventually award up to 5,500 scholarships a year,
only the Navy is close to that level now. The other two Services, which
are still building up their programs, will each award sbout 3,030 scholar-
ships in FY 1968, compared with 2,000 in the current fiscal year. These
scholarships provide for tuition, lab fees, books, and a monthly sub=-

. sistence allowance of $50 for four years and carry an obligation of four
years active military service., In contrast, the non-scholarship program
provides no contribution toward tuition or books but includes $50 a
month for the last two years of school in return for two to four years
of obligated service. The ROTC Vitalization Act also authorized a new
two~year course and institutions may employ it, the traditional four-
year course, or both. Some 3,300 Army, 400 Navy, and 800 Air Force
candidates attended the six-week summer camp last year preparatory to
entering the two-year course in the fall.

An estimated 189,000 students are expected to participate in the
Army Senior ROTC during FY 1968. Production of commissioned officers

will increase from sbout 11,500 this year to 18,000, reflecting the
heightened interest in ROTC following the Vietnem build-up.
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The Navy's regular (scholarship) ROTC program will have close to
5,500 participants in FY 1968, about 100 more than in the current fiscel
year. The FY 1968 contract (non-scholarship) program will have about
4,000 students enrolled, slightly higher than in FY 1967. The regular
and contract programs should produce about 900 and 500 officers respec-
tively in FY 1968.

An estimated 68,000 students are expected to participate ia the
Adr Force Senior ROTC program in FY 1968, and an estimated 5,200 officers
will be produced -- about the same as in FY 1967.

The ROTC Vitalization Act of 1964 also provided for expansion of the
Junior ROTC Program from 287 participating schools to 1,200 at & rate
not to exceed 200 new schools a year. In FY 1967, 468 schools (L4166 Army,
30 Navy, 2 Marine Corps and 20 Air Force), are scheduled to have Junior
ROTC units. In FY 1968, the program is expected to expand to 647 schools
(515 Army, 60 Navy, 2 Marine Corps, and 70 Air Force). About 70 percent
of the 130 high school National Defense Cadet Corps have transferred to
the Junior ROTC Program. Except at the 48 Army full-time military schools,
we intend to empley qualified military retirees to conduct the program
in lieu of active duty personnel. And, as described last year, we are
trying to use this program to interest terminal high school students in
becoming career enlisted men by developing & separate course for thenm.

H. FINANCIAT SUMMARY

The Reserve and Guard Forces I have outlined will require total
obligational authority of $2.8 billion for FY 1968. A comparison with
previous years is shown below: '

($ Billions, Fiscael Years)

1962 1963 1964 . 1965 1966 1967 1968
Act. Act. Act. Act. Act. ‘Est. Prop.

. Total Obligational

Authority 1.8 1.7 1.9 2.0 2.3 2.6 2.8
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VI. RESBEARCH AND DEVELOPMENT

Included in this major program are all the research and development
efforts not directly identified with weapons or weapons systems approved
for deployment. We have made a special effort again this year not only
to cull out marginal projects in the research and development program,
but also to defer to future years all projects whose postponement would
not have a serious adverse effect on our future military capabilities.
But even while we have eliminated, reduced and deferred projects in some
areas of this program, we have had to add, inereaze and accelerate proj-
ects in other areas, to meet new needs growing cut of the conflict in
Southeast Asia and the military situation generaily.

Last year I descrived Project PROVOST (Priority Research and Develop-
" ment Objectives for Vietnam Operations Support) which we had established
to ensure that the R&D program related to limited war situations, which
had been accelerated in prior years, would be wholly responsive to the
more specific requirements of our forces in Southeast Asia. As a result
of PROVOST, projects totaling about $370 million were identified as
having significant potential for Vietnam operaticns and were singled out
for priority funding in FY 1966. During the past year, the test of com-
bat in Vietnam has revealed a number of areas where still more effort
appears warranted. These newly identified requirements have been an
important influence in the formulation of our FY 1968 request. However,
most of this work should bve started promptly.and thus also concerns the
current year's R&D program. While a2 portion of it has been financed by
reprograming or use of emergency funds, we have had to request an addi-
tional $135 million for research, development, test and evaluation in

in the FY 1667 Supplementsl.

Broadly speaking, the projects funded in the Supplemental can be
grouped into three main categories. The first, comprising prcjects
totaling $43 million, is concerned with improving the ability of our
" forces to fight at night and includes developments ranging from night
vision aids for the individual scldier to sophisticated airborne recon-
naissance sensors. The seccnd category, totaling $60 million, is con-
cerned with reducing our aircraft losses, and includes such projects as
improved anti-radur missiles, better electronic countermeasure equipment
and lager-aided target ranging systems. The third category, totaling
$32 million, is concerned with the development of improved counter-
infiltration systems such as detection devices and area denial munitions.
As described later, the proposed FY 1968 program provides for additional
effort in all of thse areas.
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Many of the developments undertaken in cconnecticn with the Scuth-
east Asia conflict, of course, have & much broader application and a more
permenent value than to the immediate requirements of that theater alone.
It is interesting to note, however, that many of these new requirements
have grown out of the development of new tecties in which existing wez-
pons and equipment are put to new uses, This experience again under-
scores the close interrelationship between tactics and weepons, and the
importance of advancing both simultaneously.

Of even greater significance over the longer run is the relztionship
of weapons develcpment to strategy. All too often, progress in research
and development is meesured in terms of the number of large new weapons
systems started. However, this view reflects & gross oversimplificaticn
of the true rcle of Defense research and development. The capabilities
we seek in our weapon systems must be related to our overall military
strategy. Where entirely new systems are required, they must be developed.

- But where improvements to existing systems will fully serve the purpose,

there is nothing to be gained by developing entirely new systems.

Indeed, it is very often difficult to determine at what point an
improvement tc an existing system produces an entirely new system. This
is particwlerly true with respect to aircereft and missiles. The MINUTE-
MAN III, about which I spoke eerlier, is &s far advanced over the MINUTE-
MAN I as the B-52 is over the B-17. However, it is not the missile alone
that is important todey; the missile is simply the vehicle that delivers
the payload. Rather, it is in the peyload that the major advances of
strategic significance are being made. SR

The fact that it will be
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installed in existing SSBNs instead of entirely new submarines is com-
pletely irrelevant eand in nc way detrects from its strategic importance,
both as a highly survivable system and one which has a very good chance
of penetrating an ABM defensze system. '

With regard to gircraft, it is not the airframe-engine ccmbination
alone which determines the effectiveness of an eir weapon system, but
rather this combination plus the equipment it is designed to cairy.
This is particunlarly true in the case of ECM, ASW, and reconnaissance
aircraft, all of which depend for their effectiveness upon complex
electronic equipment. I have already discussed a number of such air-
craft which will be re-equipped with more effective electronics gear,
and {throughout my discussion of the Ri&D program, I will be touching on
other electronics developments which are designed to improve the effec-
tiveness of existing types of aireraft, missiles, andé ships.

Before I turn to the specifics of the FY 1968 Research and Develop-
ment progrem, there are two general areas which might usefully be dis-
cussed as entities rather than in terms of the separate projects which
they comprise. These ere nuclear testing and test detection, and the
space development projects.

A. IUCLEAR TESTING AND TEST DETECTTION

As you know, the. Defense Department, in cooperation with the Atomic
Energy Commission {(AEC), is maintaining four specific safeguards with
relation to the Test Ban Treaty. For the Defense Depertment's portion
of this program, we have budgeted a total of $255 million for FY 1968,
compared with $224 million in FY 1967 and about $238 million 'in FY 1966,
as shown on Teable 17.

In support of the first safeguard -- the underground test program
-- we have included $49 million in the FY 1968 Budget and we may have to
add (from the DoD Emergency Fund) perhaps $5 million to the $33 million
.provided in the FY 1967 program. The weapons development test portion
of this program is the responsibility of AEC, -while Defense has primery
respensibility for the weapons effects tests. During the next 18 to 2L
months, we will have to conduct a relativelv large number of "effects”

tests

e designed to
trovide data on th 1vability of our "Assured Destruction” forces.
Others are related to the study of satellite vuinerability, survivability
of tactical forces, advanced concepts
and passive defense.

[}
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In support of the second safeguard -- maintenance of modern nuclear
laboratory facilities and progrems in theoretical and expleratory nuclear
technology -- our FY 1966 Budget includes $€3 million as compared with
the $53 million in FY 1967. This program includes research into the
effects of nuclear detonations, develcmment of laboratory similation
technigues and equipment to supplement nuclear test data, and computa-
tional programs to extend the useful range of nuclear test dat

The program is
very preauctive and continues to attract highly qualified scientists,

The FY 1968 Budgei includes sbout $27 million in support of the
third safeguard -- the maintenance of & standby aimospheric test capa-
bility; ebout the seme as FY 1967. These funds will provide for main-
tenance of the operational and scientific facilities at Jchnston Atoll,
‘development of improved instrumentaticn technigues and procurement of
prototype egquipment, and suppori of Joint Task Force & which is charged
with maintaining the "readiness-to-test” capability. The ennual over-
seas readiness exercise, which was conducted -in September 1966, showed
that we do have the capability to resume aimospheric testing promptly.
As T reported last year, we are ready to resume atmospheric effects
testing on six months' notice and operational system testing on two to
three months' notice.

In support of the fourth safeguard -- the monitoring of Sino-Soviet
miclear activities -- we have included a total of $116 million in the
FY 1968 Budget, compared with $111 millicn in FY 1967. We conduct two
principel programs tc suppert this sefeguard -- the Advanced Research
Project Agzency's VELA program and the Air Force's Atomic Energy Detec-
tion Systams(AEDS).

The VELA program is directeé to the development and demonstration
¢f advanced surveillance systems to detect, identify, locate, and verify
muclear detonations underground, underwater, in the atmosphere, and in
‘space. The FY 196€ Budget includes $50 million for VELA activities.
Ve are continuing our efforts to develop techniques to detect nmuclear
tests in space and in the atmosphere using satellite instrumentation.
In my previous reports, T mentioned that three pairs of VELA satellites
(for a total of s£ix) had been placed in high altitude circular orbits in
October 1963, July 1964, and July 1965. One of the oldest of these satel-
lites is inoperative and enother has power supply problems that require it
to be operated on a2 reduced duty cycle; the others are still performing
their mission.

experiments with thése satellite-borne sensors are now being pertormed to
determine the feasibility of using this epproach for detecting surface
and low glititude nuclear tests.
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The VELA underground test detection program is also progressing
very well. The 525-detector Large Aperture Seismic Array (LASA) in
Montana has met its design objectives. Investigations are now centered
on developing techniques unigue to LASA which may be useful in the loca-
tion and identificdtion of seismic -events (eas cpposed to merely estab-

lishing the occurence of such events

addition to basic seismological research, the VELA under-
ground program has continued to conduct a series of underwater detona-
tions (employing surplus conventional explosives) near the Kurile Islands
to test the use of ocean bottom seismometers for pinpointing earthquakes
in that aresz,

Work is also underway to investigate techniques which could possi-
bly be used by other nations to evade detection of underground nuclesar
tests. Decoupling of seismic energy by detonation in underground cavi-
ties is one evasion concept currently under investigation. The STERLING
event, 2 350-ton detonation in an underground cavity, was executed on
December 3, 1966 to verify theoretical calculations of cavity decoupling.
The device was detcnated in the cavity produced in the Tatum Salt Dome,
near Hattiesburg, Mississippi, by the tamped 5 XT SAIMON nuclear detona-
tion in Octcber 196L4. Seismic meesurements from STERLING are being com-
‘pared with those recorded from SAIMON to determine the decoupling effects
* of the cavity. There has been experimental verification of the decoupling
theory and our early interpretation of the datz indicates that the de-
coupling factor was above 200 for cne cycle per second and lower fre-
quencies and decreased to about 100 at ten cycles per second
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The present Air Force Atomic Energzy Detection System (AEDS), de-
signed to detect and identify nuclear detonations, now represents a
facilities investment of ebout $85 million. As noted in previous years,
we initiated in FY 196L a2 $100 million six-year program to increase the
number of stations and modernize equipment. About $58 million was pro-
vided in the FY 196L-67 budgets for this effort and $16 million is in-
cluded in the FY 1968 request. An additional $46 million will be needed
in FY 1968 for the RDT&E and operatins costs of the system.

B. SPACE DEVELORMENT PROJECTS

¥hile the various elements of the Defense Department's spece efferu
are spread, on a funciional basis, throughout the program and budcet
structures, T believe this effort cen be more meaningfully discussed as
2 separate entity,

The Defense Department's program is, of course, wholly integrated
into the larger Neticonal Space Progrzm, experiditures for which now total
over $7 billion a year. The Defense portion is designed to maximize the
utilizetion of space technologies ané enviromments for military purposes,
e.g., to apply space technologies and cepabilities to our strategic ané
tacticel weapons systems to increase their effectiveness, to exploilt the
nev potentiazls in informetion systems made possible by sestellite-based
coprnunicetion and sensors, and to expliore the usefulness of manned space
systems for military purposes,

In eddition, the Defense program complements the efforts of NASA
and otner govermment azgencies in areess where the Defense Department has
glready achieved a high degree of technical expertise. What the Defense
progrem should not do, end what we carefully seek te avoid, is duplicate
the work alreedy being done by NASA or other zgencies engaged in the

" Kational Spece Progrem. I establicheé from the outset the f{irm require-
ment that ocur space efforts must mesh with those of HASA in 2li wvital
arezs and that, together, they rmist constitute a single fully integrated
national progran. The free and full exchange of information between the
Defense Department ané the other perticipants in the National Space Pro-
gram is the best way to maximize the advance of space technology, speed
its usefl application and prevent wasteful duplication. Both formal
and informal cheannels are employed for this purpcse. Not only do I meet
and correspond directly with Mr. Webb, but members of my staff at all
echelons are in continuous contact with their counterparts in NASA,
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In addition, there are more formally organized bodies that meet
periodically to assist in achieving a single integrated national space
program, During the past year, the Aeronautics and Astronautics Coordi-
nation Board met five times and examined such .questions as reusable
launch vehiele technology, large liquid fuel engine technology, and
poesible requirements for new satellite navigation systems. The Board
also reviews the proposed constructicn programs of the respective agencies
in order to eliminate unwarranted duplications. The Manned Space Flight

Policy Conmittee, created early last yesr, examines major policy issues
in the Manned Space Flight program.

DoD provides direct support to NASA in a great many ways. Indeed,
there are over 400 separately identifiable activities cf this type, in-
cluding range and host base support by the Air Force, major congtruction
by the Army, and flight recovery by the Navy and Air Force. The total
value of DoD support to NASA is about $5C0 million per year, of which
about 80 percent is reimbursed by NASA. We are currently engaged in
discussions with NASA concerning the remaining unreimbursed costs.

To assist NASA further, we have made availasble about 225 experi-
enced military officers, in addition to the astronauts. The APOLLO
program, in particular, is well supported by officers experienced in
the development cof large military boosters,

Thus, the Defense Department's program will continue to provide,
together with the programs of other agencies of the Govermment, a broad
vace of technology and experience to permit the timely development and
exploitation of space systems and capabilities which may be needed in
the future. We can be sure that new discoveries and developments grow-
ing out of our space efforts will eventually open up entirely new appli-
cations and capabilities which cannot now be clearly foreseen. At the
same time we pursue those efforts whose military applications are evi-
dent, we must also insure against an uncertain future by continuing to
create a foundation of space technology, knowledge, and experience
which is sufficiently broad to provide for future applications as they
‘materiazlize and are identiiied.

In total, sbout $1,998 million of our FY 1968 Budget request is for
the cpace program, $325 million more than in FY 1967.

1. Spacecraft Migsion Proiects
B far the largést project in this category is the Manned Orbiting
Laboratory (MOL), for which we are requesting $431 million in FY 1968.

Last vecar I described the preliminary steps we planned to take in advanc-
ing the project; briefly recapitulated they were:
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(a) Definition by the Air Force of an experimental program, in
cooperation with NASA.

(b) Air Force-conducted studies of the desired configuration of
the MOL system, viz., a GEMINI B vehicle, a laboratory section,
and a TITAN III C booster. (Utilization of NASA's APOLLO
system was also considered.)

(¢} Utilization of TITAN III R&D flights to test proposed GEMINI B
and laboratory components.

(d) 1Initiation of program definition design studies with the $150
million provided in the FY 1966 Budget, to be followed in
FY 1967 by more detailed designs, system integration, and
the preparation of specifications, firm cost proposals, and
hardware development contracts.

The baseline configuration of the MOL has now teen selected; it
consists of the GEMINI B, a laboratory vehicle, and the TITAN IIT M
(which has seven instead of five segments). In November 1966, a highly
successful test of a TITAN III C R&D vehicle was accomplished. A re-
furbished GEMINI space capsule, modified by the incorporation of a hatch
in the heat shield (which is required in MOL as a means of astronaut
access from the GEMINI B to the laboratory section), was carried aloft
and then ejected by the TITAN III C. Test data confirmed the ability of
the shield to withstand reentry conditions and meet MOL requirements.

In addition, the TITAN IIT C demonstrated its structural integrity and
control capability in the launch of a2 long payload structure, plac1ng
three other satellites into orbit.

Site preparation at the Western Test Range and the design of the
launch complex were completed in 1966, and invitations for bids on con-
struction have been issued. Mock-up assemblies of the laboratory and
mission module have been completed by their respective prime contractors,
<in order to assure systems integration, and the procurement of develop-
mental hardware has begun.

Twelve aerospace research pilots have been selected from the Air
Force, Navy, and Marine Corps and assigned to the MOL Program, In
addition to training for "on-orbit" duties, each astronaut is assigned
to special areas of systems engineering and test operations as a member
of the MOL development team,

Although the MOL has primarily defense-oriented objectlves, we will
continue to work clesely with NASA to ensure that it remains a fully

coordinated and integrated element of the National Space Program. We
will, of course, continue to use NASA's manned spaceflight efforts for
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experiments of interest to Defense. Conversely, the Air Force, which
is managing the MCL program, will attempt to accommodate NASA's experi-
ments wherever they will not seriously interfere with the attainment of
military objectives.

During the contract definition stage, a relatively low level of
expenditures was maintained to ensure properly paced and balanced pro-
gress as well as contractor capebility and readiness. Now, howsver,
MOL is moving into the engineering development stage ~- contracts have
been negotiated, subcontractors selected, and the engineering build-up
is accelerating. In FY 1967, $237 million has been programmed for MOL,
including the additional $50 million appropriated specifically for this
purpose by the Congress last year and $28 million provided by repro-
gramming other available funds. As mentioned earlier, $431 million is
requested for FY 1968. Major design work will be completed, test ver-
sions will be produced, and the fabrication of flight hardware will be
started in FY 1968. Successful completion of these tasks should make
possible a first manned flight late in calendar year 1969.

The GEMINI (Manned Space Flight) Program has been completed. Thir-
teen Defense-sponsored experiments were accomplished in the areas of
comrunications, photography, navigation, and radiometry, and the data
and experience gained will be utilized in suppcrt of the MOL program.

A total of $83 million is requested in FY 1968 to continue work on
Defense Satellite Communications programs and to procure, operate, and
maintain satellite communications equipment. The present status of
Government programs in this field of interest to Defense is as follows:

The NASA-developed SYNCOM II and SYNCOM IIT, orbiting radic
repeaters, moved from the development to the operaticnal stage in July
1966 and, in conjunction with Defense surface terminals, are now providing
regular communications services for our forces in Scutheast Asie and the
Western Pacific, These satellite circuits have proved quite effective
and, in some instances, have been the only means of communications availa-
" ble.

In June 1966, a TITAN IIT C R&D booster performed in near-
perfect fashion to place seven IDCSP (Initial Defense Communications
Satellite Project) satellite repeaters into equatorial, near-synchronous
(18,200 n.mi.) orbit. The eighth satellite in this launch was an experi.
mental device designed to explore the feasibility of using the earth's
gravitational forces to stabilize a satellite in such a high orbit. This
launch is noteworthy because of its complexity and injection seguence
and because of the number of satellltes simultaneously placed in orbit.
Unfortunately, in the second attempt last August, the launch vehicle had
to be destroyed when a portion of the protective falring broke away,
rendering it serodynamically unstable.
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The seven IDCSP satellites ere performing in excellent fashion
and are currently being used for world-wide system testing, with termi-
nals in the United States, Germany, Africa, Hawaii, Vietnam and the
Thiliprines. Initial difficulties experienced with the overseas termi-
nals, resulting from their hurried deployment to Southeast Asia, are
being overcome as we gain more field experience. Eight more satellites
were successfully placed in orbit on January 18, 1967, and are undergoing
initiel communications tests. An sttempt to launch another four satellites
will be made in May to complete the initial space system. Our calculations
now indicete that we will need to begin to replenish this system with new
satellites in 1968,

I noted last year that studies were underway to determine the
charecteristics of an advanced system. These studies have been completed
and are novw being reviewed in light of a Memorandum of Understanding with
the United Kingdom, completed in September 1966. Under the terms of the
Memorandum, we have agreed to augment our initiel system, at U.X. expense,
s0 as to provide the U.X. an cperational synchronous satellite communi-
cations capability in 1968, We .are examining several alternative ways
of achieving the operaticnel systenm, - L

Ancther importent facet of work being donme in the field of satellite
comruniications is the application of this new technoicgy to certain im-
portant communication needs of the tacticel combet forces. In contrast
to the Defense Satellite Communications System, which is primarily de-
signed to meet the "long heul" reguirements of the Unified and Specified
Commanders end the Services, the Tecticel Satellite Communications
{TACSATCOM) program is designed to meet the needs of the land, ses, and
air forces in the field. This program reguires very small, lightweight,
end less costly tactical equipment in networks characterized by great
flexibility and miuimem control. We have already initiated development
and febrication of an experimental tacticel communications satellite to
be launched by a TITAN III C R&D booster in mid-1968. Specially de-
tigned surface terminals will be installed in tactical surface vehicles,
operational aircraft, and combat surface ships and submarines in order
to accomplish adeguate technical and operationel testing in simulated
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and real tactical environmwents, The $26 million requested in FY 1968
for the TACSATCOM portion of cur overell satellite communication pro-
grem will complete the development and fabrication of beoth the experi-
mentel spacecraft/repeater and the associated surface terminals and
will permit operational and technical testing to start in the second
"half of 1968. A limited initial operational capability to respond to
certain emergency situations could be svailable by the end of 1968.
The future growth of the system will depend on the results cof the
1967-68 experimentel program.

Of the $83 million requested for Setellite Communications programs
in FY 1968, about $17 million is for the development, procurement and
operation of Army ground terminsls;- $13 million is for Navy shipboard
terminals; and $49 million is for Air Force space subsystems, airborne
terminals, launch vehicles, and the costs of procuring and launching
new satellites. In addition, $3 million is for the Defense Communice-
tions Agency for overall systems engineering end menagement direction.




e

. I have already discussed the next item, "Nucleer Test Detection
(VELA)", in comnection with the Test Ban Treaty safeguards. The FY 1968
Budget includes about $8 million for this progrem.

We are recquesting $18 million for Y the Navy's satel-
lite navigaticnael system This system permits
ships to determine their precise location promptly. It is presently
being used by PCLARIS submerines, sircraft carriers, and the range ships.
The present ground-based portion of the system consists of & master sta-
tion and three tracking stations.. About $17 million of the FY 1968 re-
quest is for the procurement of new satellites and launch vehicles to
replace inoperative or dying satellites, and for operating and main-
tenance costs. A contract for the commercial production of the satel-
lites has already been let. (The present satellites were fabricated _
in Navy laboratories.) The remaining funds will support further develop-
ment work to improve the system's reliability and life expectancy, as
well as the preparation of an almanac to predict the orbital paths of
the system's satellites over a six to twelve month periocd. Presently,
the master ground station has to inject orbital data into the satellite's
memory bank every twelve hours for rebroadcast; the almanec would permit
simplification of the electronic memory circuit, one of the most complex
perts of the satellite. Potentiel epplicetions of this navigational
satellite system to tactical ground and air operations, end designs for
tactical satellite navigation receivers are alsc now being studied by
the Navy.

- Research and develorment funding for the other anti-satellite sys-
ten, , hes been completed.
for FY 1968 will provide for the normal operating

* costs of the system.

- for space "Geodesy" will support programs by each of
the Serv1ces as well as the Department of Defense's participation in the
Netional Geodetic Satellite Program. While the aim of each of these
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efforts is the same -- to provide more detailed information about the
earth's size, shape, mass, etc, to facilitate more precise mepping,
charting, and geodesy -- each Service is currently using a different
methed to obtain these data. The Navy uses doppler cbservations, the
Air Force stellar cameras, and the Army the SECOR (Segquentiai Colle-
tion of Range) satellite system. For exemple, in November 1965, the
launch of NASA's GEOS A satellite carried into orbit an Axrmy SECCR
transponder, an Air Force optical beacon, and a Navy doppler beanon

as well as varicus NASA sensors. Three Army SECOR satellites were
also put into orbit in 1966 and & "follow-on" satellite, the GECS B,
is scheduled for launch this spring. Portable ground stations are
empioyed tc fix & satellite's orbit precisely and receive the data

it provides. While each Service's.system requires its own specialiczed
sensors ané receiving eguipment, the data they generate ere complamen-
tary, not redundsnt.

2. Vehicle, Engine and Component Developmernts

The TITAN ITI family of space boosters has begun to enter the opera-
tionel inventory. The first TITAN III B (AGEWA configuration) was
lauvnched last July and production is now proceeding
The TTITANW ITT C has been in the flight test phase
since Jurie 1965 and is being used to launch the Initiel Defense Corununi-
cations Satellite, VELA, Tacticel Commmunications Satellite, and multiple
engineering payloads. : .

The requested for "AGENA D" will continue work bpeing
initiated this year to increase the capability
of the standard AGENA D for the heevier satellite payloads now projected

- !his progren involves moanlying t!e engml e to

‘operate on storable propellant, developing a smell secondery propulsion
module operating off the engine's mein tanks, end making the necessary
changes in the wvehicle's overzall ccq;lguratlon to accommodate these
medifications,

The *requested for "Spacecraft Technology and Advanced
Reentry Tests (START)" will complete the present phase of this program.
Two efforts ere imvolved. Project FRIME is a feasibility flight demen-
stration of a small meneuverable 1ifting body (SV-5

e fourth'end lest FRIME flight is scheduled for this summer.
Project PILOT is concerped with investigating the cheracteristics of
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the 8V-5 venicle in the low superscnics, transenic and subsonic »oylrer,
a preliminary step to the vossible future develor-crt ol 2 reusablc
space vehicle capable of maneuvering reentry end landing a2t a preslernncd
location.

The $6 millien requested for "Advanced Spece fuidance' will supperi

guipment develcpment

an on-going program of studies, exveriments, &nd e
in sueh aress as long-term accuracy and reliability of inertiat ngﬁ nce
compenents, horizon sensors and star and landmerk trackers, and on-hoard
determination of astrenomical data for autonomous navigation. The

FY 1968 program includes procurement of an inertial reference unit (which
will serve as an instrumentstion standard for the scnscrs) and other
navigation components, such as lov level acceleromcters and landmark
trackers, which will then be [light tested.

The "Large Solid Propellant Motor" project was undertaken to create
the techneclogy base reguired for the development of missile or launch
vehicle engines up to 15¢& inches in dizneter. PFuds already proviacd
will be sufficient to complete the remaining tasks, i.e., demonstrations
of a low cost nozzle, an advianced thrust vector contrcl system, and &

self-eject leaunch concept.

"Advanced Liquid Rocket Techinclogy’. ?
comprises three projects: (1) advanceu 3toravle

liquid rocket technology; (2) high performance, cryoceniu liguid rocket
technology; and (3) maneuvarable.space rocket technolog The first ic
oriented tc¢ the development of an ezdvanced ICBM roﬁulswor systen of
modular constiruction g o

The next item.

The second Eroject,
iz de-

the (eiense 1o
signed to prov the tcchLolog Tor an.engln;

Such an enplne
would have meny aprlications including high energy wpper stapes, ra-
usable spacecraft propulsicn and, when used in clusters, a versatile
launch vehicle., The third project is concerned with developing vhe
technology for & hydrogen-flourine, high ecceleraticn rockel engine
capeble of continucus throttling for mansuve 1= st:zce profulsion.

3 ther Defenze Aetivities Supporting the Spuce Irogram

The Ground Support category shown on Table 18 iz that portion i the
cocts of the missile ranges, test instrumentation, and satellite detee-
tion and tracking systems which is charged to space activitiec, The
largest item in thiec category is the $132 million for the Tactern Took

Range. ) .
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"SPACETRACK (Air Force)" and "SPASUR (Navy)" are cround-bhezcood
satellite detection tracking and identification systems and include
the field elements of the NORAD Space Detection and Tracking System
(SPADATS). SPACETRACK is a world-wide network of radars and optical
devices which detects, tracks, and computes the orbits of spaccceraft.
SPASUR is a warning network which sounds an alarm when a catellite is
detected; the precise location of the object is then determined by
triangulation. The FY 1968 request includes $34 million for support
of SPACETRACK and $5 million more for SPASUR, for a total of $39 million,

The $57 million requested for the "Satellite Control Facility" is
for operation, maintenance, and modification of the military space
vehicle support network which provides satellite tracking, command,
data handling, and recovery as required by the major Defense space
programs. - The FY 1968 funding will .also provide the necessary equip-
ment fcr the activation of a permsnent tracking staticn on Guam and an
expanded control center now Leing constructed in Ca=lifornia,

The last two categoriec on the table, "Supporting Research and
Development" and "General Support", constitute the overhead of the
military space program and consist of prorated porticnsy cof the costcs
of a wide range of space-related activities,

I would now like to turn to the details of the Research
and Development program proposed for FY 1968. As you know, our rescarcil
and develcopment effort is organized in Tive sequential steps: Resezrch,
Exploratory Development, Advanced Development, Engineering Developnent.
and Operational Systems Development. The first fowr constitute the
Research and Development Program; the last, which pertains to systems
approved for production ani deployment is spread throughout the othor
major programs.

C. KESEARCH

Last year I discussed in considerable detail the problems invelved
in organizing and managing a Research program consisting of literally
thousands of individual tasks and projects, most ol which require rela-
tively small amounts of money for their support. I poiuted cut that
because of the larze number and relatively small dollar value of thewa
projects, we had to manage the program from my office on a "level of
effort" basis, with the objective of advancing our kncwled;e in o bal-
anced manner across the entire spectrum of science and tecimolory
pertinent to the Defense effort. To facilitate the management of the
program and to insure that it is always responsive to changes in ouw
fields of interest,'I noted that we had organiczed the overall effort
primerily in terms of disciplines, i.e., materiuls, gencral physiuvs,
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chemistry, oceanography, etc., and thet the effort in each discipline
was allocated among the components of the Department on the basis of
their primery fields of Interest and competency. I believe we can

all agree that our militery strength a decade or more hence will depend
importantly on how well we do now in expending our fundé of basic know-
ledge in the fields of the physical, chemical, bviclogical, medicel,
and socizl sciences. It is from this reelm of ideas, theory, and
basic messurements thet the new devices end inventions needed for the
development of future weepons will eveptually emerge, But we must
continue to seek out waste, overfunding, and duplication (nct only in
Defense but between Defense and other agencies) in this efferi; and
here I believe we are meking some progress,

Shown on Table 19 is the Reseerch program propesed for FY 1968,
compared with prior years. You will notice that there is a shern reduc-
ticon in the amount of funds allocated to Materials Research and to a
lesser extent for In-House Laboratory Independsnt Researcsh., Irn %
cases, the amounts of uncbligated and unexpended Iunds euxceed in
dictated by prudent management. Accordingly, the amount of new f
requested for FY 1968 hes been reduced below the actuel program lev
which will be about the same 2s in FY 1967.

The reduction shown for Nuclear Physics in FY 1968, however, does
reflect an actual decreese in our program in high energy physics. Ve
believe this reduction is possible and desirable &t this time, becszuse
of the large increases in this same arees planned by other agencies
(notably the Atcmic Energy Commission). We have been working closely
with the National Science Foundation and the AEC on {his metter in crder
to aveid unnecessary interruption in university research zs we reduce
our support and they inerease theirs,

The increese shown for oceanography is needed to begin tc equil
nation's oceanographic research centers with a fleet of modern ves
As each of these new ships nears completion, epproximately $1 ml“ll
required for purchase of the speciel instrurents and measuring gear
‘required and for the ship operating costs, both of witich are financed
in the R&D budget.

The increase in Nuclear Wegpons.Effects Research is recuirsd terauss
of the growing number of nuclear emvircnmental nroblems Wwitl whicl
eguipment must be able to cope.

Included in the FY 1968 request for research is $27 millicn for tre
Defense Departmen:t'$ share of the national progra: for develcping
Centers of Excellence in Science and Technolegy'. This program,
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previously referred to as the "University Program” znd row called TIEMILL.
is in additien to our regular ccntract/grant arrancowente with inctitu-
tions of higher learning a~nd is net a substitute for them. Rather, the
new program is designed to create, eventually, azbout 170 new departmental
centers of superior scientific and engineering competence at universities
which are, at present, poorly supported. Patterned after the Joint
Services Electronics Program, from which significant teeshnical advances
like the laser évolved, this new effort holds great promise of yielding

a similar "pay-off" in the future.

We have initiated Project THEMIS this year at a2 level of $18 million,
and have supplied interested colleges and universitics with detailed
informatieon on our requirements. Already several hundred institutions
have indicated that they are interested in participating. At the start,
we will concentrate on setting up approximately fifty of these depart-
mental centers, rather than attempt to spread the avallable rescurcec
over & larger rnumber of smaller c¢ontract nrants Pagt experience indi-
cates that there is a "eritioal siue” or "level” i cupport which mucst
be resched before significant resulis can be expected; this level appears
te be on the order of $2L0,000 per year. Additional centers will be

started in FY 1968.
D. EXPLORATORY DEVELORMENT

Expleoratory development is directed toward the expansion of techno-
logical knowledge and its exploitation in the form of materials, compon-
ents, and devices which it is hoped will have some usgeful application to
new milivary weapons and eguipment. Here the emphasis is on invention
and on exploring the fen:zibility of various approaches to the solution
of specific prohlemn, up to the peint of demonstrating feasibility with
& "bread board" device and even, in some cases$, prototype conponanls
and subsystems. Alcng with Kesearch, Exploratory Development forms the
technological pool from which future equipment will be designed,

The more than 800 individual exploratory development projects repre-
sent about 15 percent of the cost of the entire RDIEE program, with the
average project reguiring about $1.3 million annually. Abcut L0 percent
of exploratory development work is conducted by our "in-house” labcre-
tories, S0 percent is contracted to industry, and the remsining 10 per-
cent is performed by educational and non-profit instiluniwns, A receant
study of the origin of weapon system performance improvements has shown
that almost all have resulted from Defense supporied technclyzieszl alvancers
and very little from other sources.

As shown on Table 20, 'we are requesting a total of $068 mitlion -

for Exploratory Development in FY 1968 $65 million less than the re-
v1sed'est1mate for FY 1067.
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Fer the Army's Exploratory Development program, $014 nillion is
requested for FY 1668, somewhat less than the level planncd Tor FY 1967.

-

In the areas of electironics and communications, the development
effort includes: small rugged field operated digitel data trocescsing
equipment; communications equipment having increased traffiz handling
and improved anti-jamming capebilities; devices for repid, positive,
and automatic recognition and identification among friendly surfzce
units and between them end their supperting air units: new sensors for
eirborne and ground surveillance and target acguisition of enemy units
on the battlefield; ENENEIEEENENE cowuiicstion sets, end
variable time fuzes; night wvision devices; improved sclid state,
thermionic and frequency contrel cocponents commen to & variety of
equipments; etc, Efforts in the ordnance category include work cn
weapons systems for Army helicopters, the improvement of missile com-
pcnents, and development of conventional amminition, weepons, and
¢xplosives.

In the materials categcry, the Army is concerned with the develop-
ment of new metals, ceremies, plastics, and composite materials which
can improve its firepower, mobility, armor, and communicaticons. with
particular emphasis on high strength, lightwelght materials or use
the field. TFor example, aircrewmen in Vietnam have been provided
en armored vest made from a2 composite ceramic material which recist
penetraticn by small arms projectiles. Although these vests are st
too heavy to be used by ground troops, they have proved valuable Ic
vehicle drivers, convoy guards, and cther personnel whose jobs dc not
require a high degree of mobility.
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. Navy

The Navy's Exploratory Development effort in I'Y 14948 will renuive
$)2 million, compared with $283 million now estimatcd Tor TY 1067,
Lpproximately one-third of the Navy's program is deveted to improvinge
the design of ships, aireraft, and other "sea bascd” warfare systems,
ineluding: higher performance, lower cost nuclear propul sicn systems
for surface ships and submarines; sea based countermeaswres to belp
protect ships against mines, torpedoes, alr-to-surface missiles, and
nuclear attack; and better shipboard radar and sonar equipment to im-
prove target acquisition, surveillance, and navigation. A large number
of projects are directed toward developing new or improved materials,
equipment, and designs for ships; in the past, these e¢fforts have pro-
duced the "ceptured air bubble" craft, hydrofoil craft, and ship hulls
for penetrating heavy ice formations.

‘ Ancother large share of the Navy's program is concerned with elec-
tronics and commuiications, in particulsr with improving the performanco
angd reliability of complex sea-based electronic systems which are subject

to extreme variations in temperature, humidity, and shock. WNew sur-
veillance, navigation and communications equipment for Navy aircraft is
alce of major interest.

A third major arca, "Ordnance", comprises a large number of projcets
in such areas as anti-submarine warfare, mine warfare, air- and shipboard-
launched ordnance as well as ccmponent work in propulsion, fuzes, explo-
sives, pyrotechnics, ballisties, and infrared and laser devices.

3. Air Force .

Previously, the Alr Yorce had budgeted separately for the supporting
laboratory expenses associated with the exploratory development progrun.
As part of an overall restructuring of its exploratory development pro-
gram, these expenses have been prorated to the over two hundred individual
projects which the laboratories support. The other Services have heen

" prorating their laboratory costs for a number of years.

A portion of the Air Force's Exploretory Development program, for
which $285 million is reguested in' FY 1968, will again be devoted to
space investigations and space-related projects. Each of the categorie:
shown on the table, except for ordnance, includes some space-related
projects, For example, a large share of the funds shown for "Chemical
Technology” will be devoted to the development of propellants and pro-
pulsion systems for missiles and rockets, and hence for space boosters.
"Aeronautics" includes projects which cover the entire speed/altitude
regime from V/STOL'flight to space and reentry technclogy. These proj-
ects are directed toward developing the technology and understanding
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for extending Air Force cperations into new operetionzl environments -
such as hypersonic flight, for improving the cepabilities of present
aircraft, and for reducing the cost of future aircraft developments,

As = part of the recorganization of the Air Force's exploratory
development progrem, a "Bioastronautics" category wes created, embrac-
ing the Air Force's effort in the life sciences, aviation medicine,
and machine-environmental systems support for aeircraft and space activi-
ties. The funds shown on the table will support the activities of the
seven Aerospace Medicel Division laboretories, as well as development
of the life support systems for the Manned Orbiting Leboratory.

The closely related areas of ccmmnications, electronics, and
avionics account for about one-third of the Air Force's program, while
only & relatively small effort is conducted in the area of conventional
ordnance. With respect to "materials”, the Air Force is exploring new
composites having enhanced radiation, blast, and X-ray resistance;
metals with jmproved strength and stiffness; end seeslant and elastic
materials formed from the new polymers. For example, & new, high tempera-
ture, fire resistant hydraulic fluid currently being investigated may
reduce the fire hezard associated with aircraft hydraulic systems rup-
tured in combat. '

4,  Advanced Reseerch Projects Agency (ARFA)

‘ARPA cperates as & small reseerch and development management team,
supervising its Service-conducted programs by overall financiel control
and technical direction. A totel of $215 million is included in the
FY 1968 Budget for ARPA's projects in Exploratory Development, compared
with $231 million in FY 1967 and $225 million in FY 1966.

a. Projeet DETENDER

The DEFENDER program is the principal exploratory development effort
designed specifically to provide the missile end reentry technology
associated with strategic defénsive and offensive systems, and to develop
concepts for advanced defensive systems egainst ballistic missile attacks.
In FY 1968, ebout LO percent of the $118 million requested for this
project will be devoted to missile reent—r esnd midcourse phenomenclogy

An important series of studies and tests, called the Pacific Range
tromagnetic Signeture Studies (Project FRESS) will be continued in
FY 1968, but with some 48 chenges in emphasis.

increasing emphasis on the development of ©Ilen




The FY 1968 Budget includes $0.7 millien for the last increment of
a $17 million "ALTATR" redar that will be used for Project PRESS experi-
ments, extending the cepability of the PRESS svstem to th
This radar,
tc provide some of the data necessary for the development of
penetration aids for MINUTEMAN and POSEIDOR and for
investigating dlscrlmlnatlcn criteria 4

y 15 desiemed

' - Ce As prev1ously mentioned, Project
DEFENDER has been an 1mportant complement to the NIKE-X development

Another DEFENDER program, HiBEX (High-G-Boost Experiment), has
completed its exploratory phase and this technology will be taken over
by the Army for further advenced develcpment work. HiBEX provided
significant data con high acceleration technolegy, which contributed to
the development of the SFRINT missile. The successor projects to HIBEX,

celled PRESTAGE and UPSTAGE, will explore techneology for high accelera-
tion, meneuvereble interceptor missiles *
Work is also being-done on Over-the- Horizon radars and on the

develcpnment of an inexpensive array radar (hAPDAR) which would have the
capebility of being hardened and applied to Hard Point Defense systems.
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. Project VELA

Project VELA has already been discussed in connection with the Test
Ban safeguards program, For FY 1968, $50 million is requested, slightly
more than in the current fiscal year. ;

c. Project AGILE"

For FY 1968, $27 million is requested for Project AGILE, about the
same as FY 1967. This is our basic research and development effort
oriented to the special problems of remote aree conflict with particu-
lar reference to the requirements of insurgency warfare. Rather than con-
centrating on "quick fix" solutions to equipment problems or the immediate
cperationel needs of the present conflict in Southeast Asia, Project
AGILE is principelly directed to exploring, in derth, the environments
in which this type of werfare occurs, the motivating attitudes of the
people inveolved, and the interrelated elements of the conflict itself.
Thus, much of AGILE's resources are necessarily devoted to relatively
long-range studies of humen behavior end motivetion, envirommental
conditions, and octher factors which we hope will help us to understand:
how to fight and win this kind of war.

AGIIE's operations can be divided into four major types of activi-
ty. The first, "Counterinsurgency Analysis and Requirements", covers
studies of such factors as the climate, soil, hydrology, vegetation,
microbiclogical life, transportation, distribution system, ete., of
current or likely conflict areas. Also included are investigations
of the behevior patterns of both insurgents and friendly populations
under actual conflict conditions. The second category, "Advanced
Technology', covers the development of "hardware" specially designed
,for remote area confliicts .

. The third category, ''Counterinsurgency-Oriented Behavioral
Research , attempts to provide through first-hand investigation & better
insight into foreign cultures and their relationship to specific counter-
insurgency problems. Exesmples of such studies include "Viet Cong
Mctivation and Morale", "Rural Pacification in Vietnam", and "Isolating
the Guerrille". AGIIE's fourth erea of effort, "Counterinsurgency
Systems", is concerned with developing systematic approaches to
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unconventional warfare situations by integrating solutions to a variety
of individual insurgency problems into a single coherent program. Such
an approach was used in developing the Rural Securitv Systems Program
which is now being tested in Thailand.

E. ADVANCED DEVELOPMENT

This category includes projects which have advanced to a pnint where
the development of experimental hardware for technical or operational
demconstration is required prior to the determination of whether the item
should be designed or engineered for eventual Service use. In contrast
to engineering development where design specifications are employed,
advanced development permits the use of performance specifications which
allow the engineer greater latitude in meeting operational needs, thereby
encouraging innovation. A total of $1250 million is requested for ad-
vanced development in FY 1968 compared with $922 million in FY 1967 and
$807 million in FY 1966. The sharp increase in FY 1968 reflects the
growth of & few major projects, most notably MOL.

1. V/STOL Developments

The first two items listed on the table for Army "Advanced Develop-
ment" are related to the Defense Department's total V/STOL effort in
which all three Military Departments are participants. For a number
of years, the Department has heen developing a variety of vertical
and short take-off and landing (V/STOL) aircraft. This program has
focused on the construction of prototype aircraft suitable for opera-
tiocnal testing by all three Services. The present status of this program
is recapitulated below: . )

a. The XC-1424A, a tilt-wing turboprop transport with a cruise speed of
250 knots, a combat radius of 200 n.mi., and a L-ton payload, has been
undergoing technical and operational evaluation by a tri-Service test
group with some participation by NASA and the FAA. A total of five
XC-1U2As were purchased, two subsequently crashed {(one in October 1965

‘ and the other in January 1966) but one complete aircraft was salvaged
from the two crashes. A third aircraft was damaged recently in a runway
accident, unrelated to its V/STOL features. The $3 million requested
for "Tri-Service V/STOL" in FY 1968 (under Air Force Advanced Develop-
ments) should complete funding of the test program. These aircraft are
approaching their maximum safe life of 300 flight hours and costly life
extension modifications would not be warranted. Although the XC-1424
has not been as successful as we had hoped, it has provided much valu-
able data for the design of an improved version if that should prove
desirable, and the Air Force is currently considering such an aircraft
for future use.
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b. The X-22, a Navy monitored tri-Service V/STOL R&D project, is a
twin tendem, tilting-duct, fan-powered flight vehicle, which closely,
simulates the characteristics of conventionel aircraft and was designed
to provide technical data on stability and control criteria for V/STOL
eircraft generally. One of the two aireraft built crashed in August
1966, The $2 million in the FY 1967 Budget will be sufficient to com=-
plete the presently scheduled Department of Defense test program for the
X-22. The remaining aircraft may then be turned over to NASA for fur-
ther testing.

¢. The XV-6A (P-1127) is a British designed, lightweight V/STOL strike-
reconnaissance aircraft, first flown in October 1960, A total of nine
test aircraft were constructed under a joint program with the United
Kingdom and Germany. The tripartite evaluation of the aircraft was ter-
minated in 1965, although the U.S. continued to conduct operational
tests of its six aircraft until July 1966, Two of these aircraft have
been turned over to NASA while the other four will be held by the Alr
Force pending evaluation of further testing proposals.

d. Two XV-UAs, an augmented jet 1lift aireraft, were tested by the Army
until May 1965. One aireraft was lost during the testing period and the
other , which was turned over to the Air Force, will be modified with
direct 1lift and diverted thrust engines and designated the XV-4B., It

is to be utilized in the Air Force's VIOL integrated flight control pro-
gram, ‘

e. The second of two XV-5As, an experimental fan-in-wing aircraft,
crashed last September while being operationally evaluated as a rescue
aircraft., (The first crashed in April 1965.) All of the remaining
assets associated with the program have now been transferred to NASA.

f.  Another V/STOL effort just getting underway (listed on the table
under Air Force Advenced Developments "V/STOL Aircraft Technology™) is
the joint development of a strike fighter aircraft with the Federal
Republic of Germany. The $3 million provided in FY 1967 should com-
plete the financing of the configuration (i.e., contract) definition
phase. At present, this effort is directed to V/STOL technology rather
than full scale engineering development. Each naticn will make its own
decision concerning production. BSince a decision on prototype develop-
ment cannot be made until we have thoroughly reviewed the configuration
definition results (now scheduled for completion in October 1967}, no
additional funds have been requested for FY 1968, although they would
be needed if the program were continued.

g. The Army's "New Surveillance Aircraft" project is now a continuing
long-range study effort concerned with the determination of desirable
characteristics of a reconnaissance and surveillance alrcraft for the
mid-1970s, :
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In summery, we are now coming to the close of the current phase of
our V/STOL development effort. The present generation of prototype
aircraft have all begun to reach their safle limits or have been destroyed
by accidents. The tests we have conducted have yielded a wealth of new
information on the design, cepabilities, and protlers of V/STOL aircraft,
but have not adequately identified & military mission in whieh a current
V/STOL aireraft could be expected to out-perfor: oilwr available aircraft
types. For this reason, our overall effort on V/STOUL developmert will
decline in FY 1968, although the Services will continue tc re-exemine
the results of these programs and how these may be applied tc future
aireraft needs. In any event, it appears that a sreat deel of research

. and experimental work, particularly on propulsion systems, remains to be

done before we will be ready to undertake full scale engineering develcp-
ment of a V/STOL aircraft. MNASA, of course, will continue its R&D effort
in the V/STOL area,

2. Army

I have already discusscd the first twec items on the Army's list of
advanced develcpments. No additional funding is needed for the third
item, "Heavy Lift Helicopter"”. This is the CH-S4 "flying crane" which
is new in operational use in Vietnam,

Some $12 million is requested for the "Research Helicopter" in
FY 1968, a sizable increase over previcus years. The Army has completed
a study of three different system configuraticns designed to improve the
speed of future helicopters, including "stopped-rotor", "stowed-rotor",
and "tilt-rotor" versions. The stopped-rotor version was eliminated from
further consideration tecaunsze its flight range was gieatly reduced by
prolonged hovering. The FY 1968 funds will be used to build wind tun-
nels and dynamic scale models of the stowed- and titt-roter versions.,
The program is oriented primarily to the developrent cf technology which
will yield an efficient air-raft that will both hover and have a flight
speed of about 400 knots.

The $3 millicn requested for "Aircraft Suppressive Fire Systems'
is for work on improved helicopter-borne weapons faor wur forces in Viet-
nam, including evaluaticn of various fire control systems, guns, missiles,
and rockets. About half the funds will be used for feasibility demcn-
strations of presently available missiles and rockets, and most of the
balance cn advanced fire contr.l systems and optical sighting devices.

The next item,3k millicn for "Autcnatic Data Syster /an/ in the
Field", covers the develonment of electrcnic data processing (EDP) equip-

ment needed to help maintain and analyze datz for the field commander
regarding the current tactical status oi his own and enemy units and
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of his various tactical plans and alternatives. At present, the compila-
tion of such data requires many hours of manusl labtor, The EDP equipment
should also prove to be useful for performing certain fire control func-
tions and for maintaining personnel and logistics data. Contracts for
initial equipment have been awarded and the Army plans to begin field
experiments with the Seventh Army in Europe during FY 1968,

The SAM-D, for which $35 million is requested in FY 1968, is an
advanced surface-to-air missile system previously mentioned in connection
with both the Strategic and General Purpose Forces. It is designed to
provide all-weather defense against the medium and high altitude sir-
craft threat to both the Army in the field and the continental United
States., In addition, it should be eble to provide some defense capa-
bility against very low altitude aircraft and tactical ballistic missiles. .
SAM-D is now in the contract definition phase which will be completed this
spring. We will then have to decide whether to proceed directly with
development of an integrated system suitable for direct operational
deployment, tc limit development to a prototype system for feasibility
demonstration, or to return to concept formulation. The second option
would provide additional time to incorporste still more advanced
technology and lead to demonstration tests in calendar year 1969, The
first option would lead to full service tests in FY 1970. The funds
requested will support any option. The major remaining task 1s tc inte-
grate into a working model a number of components, the feasibility of
which has alreasdy been verified on an individual basis. The SAM-D
progrem is closely related to the Navy's Advanced Surface-to-Air Missile
System program and the development of the respective subsystems and com-
ponents is being fully coordinated by the two Services. :

The $6 million for "DoD Satellite Communication, Ground" covers the
Army's portion of the Defense Satellite Communications programs, which
were discussed earlier,

The $20 million requested for "NIKE-X Advanced Developments" will
 finance development of those advanced components whose lead times would
not permit their incorporaticon in an early deployment of the system.
This werk fills the gap between the engineering development effort
and the development of completely new hardware for possible use later.

The $5 million requested for "Anti-tank Weapons” will provide for
the evaluation of new anti-tank missile concepts, hopefully leading to
selection of a system to replace SHILLELAGH and TOW during the mid-1970s.
Present efforts are directed toward identifying those system character-
istics which together seem to offer the best chance of achieving an
effective low cost anti-tank weapon. Two types of systems are now
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ecuested for the "Lightweight Howitzer" will
support the development of e 155mm self-propelled weepon,

¥  Develop-
ment of the system is being coordinated within NATO, with the U.S.,
France, Germany, and Canade all perticipating in designing the ammuni-
tion. This will permit the ammunition of several countries to be used
interchangeably. Wnen this howitzer beccmes available for producticn,

prcbably in FY 1971 or 1972, it will replece the towed 155mm howitzer
end the 175mm gun.

The "Limited War Laboratory”, for which $7 million is requested in
FY 1968, is the Army's quick reaction research and development facility
for counterinsurgency opereiions. It was expended in FY 1966 specifi-
celly tc meet the needs of the Vietnam conflict and has produced meny
useful devices. ‘

.

The "Therapeutic Developments’ program was initiated in calendar
year 1065 in respcnse to the drug-resistent felciparum malaria which
was causing such a serious probtlem for our forces in Southeast Asia.

The $11 million requested will contirue the develorment and testing of
new anti-malarial drugs. Over 60,000 different chemical compounds have
alreedy been studied, snd six with particuler promise have been chosen
for continued test and examination. Other epproaches to the problem are
alsc being investigeted, including studies of moscuito control and vac-
cines for immunizetien.

The next item, $12 million for "Power System Converters",consists
of four major cetegories of projects directed toward the development of
engines, transmissions, final drives, and related components for combat
end tactical vehicles. These categories are: power conversion for
track and wheel vehicles; multi-fuel, variasble compression engines;
spark ignition engines; and rotary combined cycle power systems. One
of the items in the program, & 1500 horsepower gas turbine engine and
its hydrostatic transmission, is a follow-on project for the Main Battle
Tank program.
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The next item, $16 million for "Night Vision", reflects the increas-
ing irportance of night operations in modern warfare, particulerly in a
conflict like the present one in Southeast Asia, Including those proj-
ects in exploratory and engineering development, about $33 million is
provided in the Army's FY 1968 request for the Night Vision program,
compared with about $20 million in FY 1967. Among the many types of
equipment now under develorment are starlight scopes, small portable
radars, and special goggles,

The last item on the Army's list, $13 million for "Airborne Sur-
veillance and Target Acquisition" is also in large part, concerned with
the problems of night operations. Experience in Southeast Asia has shown
that many potential targets cperating under the cover of darkness escape
detecticn by current Army reconnaissance sircraft. One of the major
efforts in this program is aimed at providing a better night reconnais-
sance capability through the use of low light televisicn techniques,
improved radars, etc.

3. Navy

The. first item on the Wavy's 1list, "V/STOL Development”, represents
the Navy's current participation in the tri-Service V/STOL program pre-
viously described. .

The next item, "Airborne Electronic Warfare -Equipment”, for which
$15 million is requested, is a multi-project effort aimed at developing
active (jamming) and passive (signal interception) electronic warfare
equipment required by the Navy. A new project, to be added in FY 1968, )
will begin the evaluation of drone aircraft operating electronic counter-
measures equipment against simulated hostile radars., Other projects
ineclude warning devices to alert the pilot of appreaching interceptor
aircraft or surface-to-air missiles, a flare decoy to confuse heat
seeking weapons, and devices to jam electronic guidance, and fuzing
systems. |

The "Advanced Surface-to-Air Missile System (ASMS)" is the new
autcmated integrated air defense system being developed as & possible
replacement for the TERRIER-TARTAR-TALOS (3-T) systems. Although we
have greatly improved the performance of the 3-T systems, it does nei
seem economically possible to extend their effectiveness much beyond
the mid-1970s. The ASMS system, therefore, will be developed to counter
the anticipated aircraft and missile threats of the late 197Cs. In
particular, the ASMS will have to be highly reliable, capsble of
handling multiple targets, and have a very fast reaction time. While
the ASMS would be a central component of any future Fleet escort con-
struction program, such as the proposed moduler construction DXGs
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discussed earlier under Navy General Purpose Forces, it will also be
designed as a replacement system for current 3-T ships. As mentioned
previously, we are seeking in this development to maximize the use

of the technology, components, and subsystems developed for the Army's
SAM-D system, As a result, the ASMS program must lag benind the SAM-D
develcopment by about one yeasr. With the completion of SAM-D contract
‘definition in this fiscal year, we will be able to decide which elements
should be used on both systems, This will allow us to initiate ASMS
contract definition by late FY 1968. As shown on the table, we are
requesting $15 million for werk in the ASMS program next year.

The $6 million requested for the "Advanced Point Defense Surface
Missile System (Advanced PDSMS)" program will support the development of
a replacement for the Basic Point Defense System (modified SPARROW III)
now being deployed. Designed to meet the more sophisticated aireraft or
missile threats of the leter 1970s, this advanced system will have a
greater range and & faster reaction time than the current system, and
will possess all-weather and counter-countermeasure capabilities. This
develcvment is being closely coordinated with the Army's Advanced Forward
Area Air Defense System {AFAADS) program to maximize the common use of
technology and components. The funds requested will support contract
definition of the Advanced PDSMS in FY 1968,

The $2 million requested for "Advanced ARM Technology" will support
preliminary develcyment work on anti-radlation missiles for the post-
1975 period.

The $3 million requested for the "Landing Force Support Weapon
(LFSW)" will complete feasibility testing of the Army LANCE missile
adapted to a seeborne role for support of amphibiocus assault operations.
This modified system promises substantial cost savings over the deploy-
ment and production of a completely new system.

The "Augmented Thrust Propulsion" program, for which $5 million is
.requested, seeks to advance propulsion technologies for both strategie
and tactical missiles in order to inecrease payload and/or range.

Grouped under "Astronautics" asre several Nevy programs, which I
described earlier, relating to satellite communications and the potential
use of navigation satellites by the tactical forces. We are requesting
a total of $6 million for these programs in FY 1968,

The next eleven items under Navy Advanced Developments are concerned
with anti-submarine warfare and the Deep Submergence program. The
FY 1968 Budget includes a total of $356 million for ASW RDT&E, $126
million in Advanced Developments.
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cludes three

The next two items both involve the development of new sonars. The
first, the "Advenced Submarine Soner" program, consists
‘of three efforts: & new submarine sonarg

investigations in
submarine acoustic commmunicaticns; and the testing of & sonar for deep-
auxiliary submarines. The "Advanced Surface Soner"
provides for the development of = YR
passive/active sonaer to detect, lecelize,
and track submarines (PADLOC).

classify,
Tne PADLOC concept has already proven successful in
its passive mode, which is now being incorporeted into the S@S-23 sonar;

its epplication to the SQS5-26
- Development cf the ective porticn of PADLOC will also continue.
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The $5 million requested for the "Sub-Launched Anti-Ship Torpedo"
will-provide for the design of a torpedo with mid-course guidance,
terminael homing, and s high resistance to countermeasures. The feasibility
of modifying the MK-L48 for this mission is also being studied. Concept
formulation should be campleted in FY 1968 and, depending on the results,
contract definition may be started in FY 1969.

The next item, $42 million for the "Deep Submergence Progream", is
one of the more important efforts in terms of its potentiel impact on
future Navy programs. This program consists of three seperate but
closely interrelated projects: the Deep Submergence System Project
(DssP) - WANENEEEEED Deep Research Vehicles (DRV) - NN =nd
Deep Ocean Technology (DOT) -

The Deep Submergence System Project, which encompasses five efforts,
is concerned with the improvement of man’s ability to live, work, and
conduct salvage and rescue operations at great depths beneath the ocean.
The goal of the "Man-in-the-Sea" effort is to develop the technology
which would permit divers to live and work at depths of 600 feet (and,
later, at 1,000 feet) for a month or more at a time. The SEALAB series
of experiments in underwater habitetion are s part of this effort, and
SEALAB III is scheduled for mid-1967. The "Submarine Location, Person-
nel Escape and Rescue” effort, for which we have already contracted,
provides for the development of a persomnel rescue vehicle capable of
being airlifted rapidly to any part of the world., We presently plen to

end highly maneuverable rescue vehicles,

L - : To offset the Navy's
w Capability for underwater search cperations -- such as
were reguired when the THRESHER was lost and 1n the operations off
Palomares, Spain -- e removable "search suit” for these rescue wvehicles
will also be developed.
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two elements are: 'arge Ubject Salvage whlch is concerned with the
develcrment of improved manual salvage equipment for operations at 600-
foot depths; and "Extended Salvage Depth Capability" which is concerned
with the develomment of vehicles and equipege for salvage operations

The concurrent development of the personnel-rescue, search, and

salvage vehicles and their related equipment should ensure comnatlbillty
of systems as well as lower overall dev ~

The Deep Research Vehicle (DRV) progrem provides for the leasing of
.commercially developed diving vehicles in order to determine their per-
formance characteristics, and for ocesnographic research work in support
of the Navy Ocesnographic Qffice.

Déep Ocean Technology (DOT) --”-- is aimed
at expanding our undersea technology so that we will be able to utilize

the deep ¢cean environment advantagecusly in accompllshlng naval mis-

The next three items on the table were the principal components of
the former SEA HAWK/ASW ESCORT project, which was terminated as & full-
scale systems development project two years ago. No further funding is
requested for the "Combined Gas Turbine Propulsion" program, pending
further study of the results achieved to date.

The "Active FLANAR Array Sonar”,
is concerned with the development of an experimental integrated ship

This sonar would be "conformal” -- i.e., built
into the hull of the ship -- and would kave & much greater rgnge than
the current systems by virtue of its larger radiating and receiving
aperture. '

The "ASW/Ship Integrated Combat System", for which $7 million is
requested in FY 1968, consists of two efforts: ASW Command and Comtrol,
and ASW Integrated Combat System (ICS). The former is concerned with
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the test and evaluation of & basic ASW ship command and control module
assembled from "off the shelf" (i.e., presently asvailable) components.
This system is now being installed on a CVS and two DEs for sea tests
in FY 1968. The latter involves the advanced development of an inte-
grated combat system for ASW ships to provide coordinated control of
the collection, processing, evaluation, and exchenge of tectical data
required for effective weapons delivery. In FY 1968, work on this
project will include shipboard testing of multiple sonars operated
concurrently to determine how to utilize multiple operation technigues
most effectively.

The next item, $13 million for "Reactor Propulsion Plants", will
consist of three concurrent efférts in FY 1968: the development of a
"natural circulation” power plant, a small combatant ship reactor, and
a more powerful reactor for use in aircraft carriers. The objective
of the first is to develcop a submarine propulsion system which would be
quieter, safer, and more reliasble than those now available. The objec-
tive of the seccnd is to develop a smell but highly efficient muclear
power plant for destroyer-size vessels; FY 1968 will be the first year
of contractual effort under this project. The third, the carrier pro-
pulsion plant, is pow well elong in development and will be used in the

FY 1967, FY 1969 and FY 1971 CVA(N)s.
9 The "Advanced Surface Craft” consists of advanced development proj-

ects for three different types of surface ships, for which a total of
$10 million is requested in FY 1968. The first effort, "Surface Effect
Craft” (e.g., air cushion vehicles and captured air bubble ships), is
to acguire the technology and design cepability needed to build large
high-speed "surface effects” ships. The Navy undertook this program

on a cooperative basis with the Department of Commerce late in FY 1966.
In the second effort, "Hydrofoil Craft”, we have built a 110-ton, kb5-
knot patrol eraft (PCH) and have a 300-ton, 50-knot hydrofoil asuxiliary
ship (AGEH) over 90 percent complete. The funds requested will provide
for continued testing of the operationel reliability of these two craft
and for evaluating their applicability to various specific naval missions.
The third effort, "Landing Craft”, is concerned with the development
and test of high speed amphibiocus and essault landing craft concepts.
The preliminary work was started in FY 1966 as part of the exploratory
development program. Eventuelly, several experimentel craft will be
built and tested.




k. Air Force

The first five ltems on the Air Force list of advanced developments
are all part of the V/STOL technology program which wes discussed earlier,

Last year, we programmed $3 million for FY 1967 to support prelimi-
nary work on a new "V/STOL Assault Transport”. We have reconsidered
the requirement for this type of aircreft end decided that 1t is pre-
mature to settle now on & specific design. Therefore, the project has
been renamed "Light Intra-theater Transport™ and will be concerned with
the development of a new aircraft to replace eventually the CV-2 (CARIBOU)
and similar small transports. The $2 million reguested in FY 1968 will
be used for preliminary study of possible designs including V/STOL aircraft,

The FY 1967 funds shown for "V/STOL Aircraft Technology” will, as
previously described, support contract definition of a new V/STOL fighter
aircraft, a project jointly finenced with the Federal Republic of Germany.
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No further funding is required for the next item, "Lightweight
Turbojet”, which was principelly concerned with demonstrating light
turbine engines for V/STOL aircraft,

The $3 million requested for "Tri-Service V/STOL" development will
continue operational testing of the XC-1L2A aircraft, as I noted earlier.

The next item, $20 million for "V/STOL Engine Development", will
provide for the continued work on two engines, a direct-lift engine and
& lift/cruise engine which can vector the thrust either for lift at take-
off and landing or for forward propulsion. About one-third of the amount
is needed for the direct-1lift engine, which is a joint U.S./U.X. program
begun last year. The other part will support a contractor engine demon-
stration program for the lift/cruise engine which would be used in
advanced tactical fighter aircraft now being considered by both the
Navy_ and the Air Force. Total development cost of this latter engine
is estimated at $100 million, that of the direct-1ift engine at sbout
$40 million.

The next two items, "Overland Radar" and "AWACS", were mentioned
previously in connection with their potentisl application to future
continental defense against bomber attack. Airborne systems resulting
from this work could alsc be used in the tactical roles to provide
extended range low altitude surveillance, better command and control,
and improved communications for tactical aircraft in close support, air
defense, and interdiction missions. The $10 million provided for the
"Overland Radar" program in FY 1968 will support continued flight
testing of radar techniques for detecting and tracking airborne targets
over land in the presence of severe ground clutter and provide for
development of components for still more advanced radars for future
generation air early warning systems. No additional funding is re-
quested for AWACS in FY 1968 inasmuch as the radar evaluation is not
yet far enough along to warrant going forward with contract definition
during FY 1968, However, funds will be available to support continued
concept formulation of the "AWACS" system and contract definition if
progress on the program indicates this as the logical next step.

The next item, $9 million for "Advanced Avicnics"”, is concerned
with improving the night and bad weather attack capabilities of tacticel
aircraft. Work will be conducted on visual sensors (e.g., low light
intensification television (LLITV), infrared, and laser), weapons delivery
subsystems, navigation equipment (doppler, inertial, loran), and an inte-
grated radome-radar for reconnaissance fighters. This program has already
produced a number of new devices or techniques including a laser ranging
device for better conventional weapons delivery and LLITV equipment for
nighttime target acquisition.
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The $6 million for "Penetration Aids for Tactical Fighters" will
support continued work on devices and techniques for existing tactical
aircraft to enable them to operate successfully in hostile radsr-
controlled gun and surface-to-air missile enviromments. The importance
of such penetration aids has been underscored by our experience in South-
east Asia. Among the projects included in this program is the develop-
ment of equipment to simulate the interplay of enemy radars and defensive
weapens and of jemming and evasgive tactics in order to assist in develop-
ing the right "mix" of penetration aids and techniques.

The $10 million requested for "Tactical Air-to-Ground Missile
{MAVERICK)" would support contract definition and intiation of engineer-
ing development in FY 1968 of & TV-guided air-to-surface missile for use
against small hard targets.

For "Conventional Weapons" development, $5 million is requested in
FY 1968. These funds will finance a mumber of projects designed to
demonstrate the technical feasibility of advanced conventiocnal munitions
and air delivery systems, including area denial wespons, stand=-off
cluster munitions, variocus carriage and release mechanisms, fuzing
technology, ete.

The $8 million requested for "Flight Vehicle Subsystems" in FY 1968
will support advanced development effort in two areas vital to future
aircraft design. The first project consists of collecting and analyzing
air turbulence data with the objective of improving the design of air-
craft structures and control egquipment. The second project is concerned
with demonsgtrating the ability of current flight control technology to
reduce the effects of wind gusts, aircreft mesneuvers, etec., particu-
larly in low-level flight, in order to increase structural 1life and
crew efficiency.

The $8 million for "Advanced ASM Technology" will support a program
designed to provide a technical foundation for new and improved tactical
ajr-to-surface missile guidance systems. The largest single project
involves a new approach to the all-weather guidance problem which employs
a ground-mapping radar in conjunction with a command-guided missile,

The $3 million requested for the "K-15 Research Aircraft" progrem
will complete in FY 1968 all of the Defense Department sponsored
experiments now planned. Subsequently, NASA will assume full responsi-
bility for funding the X-15 test progranm.

The next item, "AMSA" will require $26 million in FY 1968. (The
$11.8 million added by the Congress for FY 1967 will be applied to the

FY 1968 program). In FY 1968, we plan to carry on development, at a
cost of $17 million, of an engine that could be used in this end other
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advanced aircraft. Another $2 million will be required for system inte-
gration of the avionics and $7 million will be needed to allow the air-
frame ¢ontractors to accommodate their designs to the engine development.

The $8 million reguested for "Advenced Filaments and Composites™
will support further work in developing new high strength, lightweight

. materials for use in aerospace structursl and propulsion systems.

Specific hardware development efforts incorporating such composite
materiels have been undertaken in tle areas of aircraft structures,
helicopter rotor blades, reentry wvehicles, and gas turbine engines. In
FY 1968, we plan to concentrate further in two of these areas, i. €.,
aircraft structures and rotor blades, with the goal of actually fabri-
cating and demonstrating flight-worthy components.

The next item, $10 million for "Advanced ICEM Technology”, hes now
been recriented from & "general" technology effort to the specific
support of projects most likely to aid in the selection of subsystems
for the possible new ICBM discussed earlier.g : .

T

No additiocnsl funding in FY 1968 is requested for the next item,
"Stellar Inertial Guidance”. The PACE II, a highly precise inertial
navigator develcoped with prior year funds, is now in its evaluation
phase which is expected to extend into FY 1968. After review of these
test results, future follow-on efforts will be determined.

The remaining items on the Alr Force list of advanced development
are all space projects which I discussed earlier.

¥, ENGIWNEERING DEVELOPMENT

This category includes those projects being engineered for Service
use, but which have not yet been approved for production and deployment.
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1. Army

"NIKE-ZEUS Testing" was phased out in FY 1965 as the program was
reoriented to NIKE-X,

A total of $422 million has been included in the FY 1968 Budget
to continue development of the NIKE-X on a high priority basis, as dis-
cussed in Section II of this statement.

One of the Army's major R&D program objectives is to have a number
of ground force weapons systems in various stages of development at all
times. The next item on the table, "Firepower Other Then Missiles", for
which $49 million is requested, constitutes the bulk of the Army's effort
in this area and is divided into three main categories: "Individual and
Supporting Weapons"; "Field Artillery Weapons, Munitions and Equipment”;
and "Nuclear Munitions".

The largest project in the first category is the Medium Anti-tank
Weapon {MAAW), a shoulder-fired 14.5-1b. missile (28 1lbs. including
launcher) with a shaped charge warhead. The MAAW missile is automatically
guided to its target by an infrered sighting device linked with the mis-
sile by a wire. It is expected to have an effective range out to 1,000
meters against both stationary and moving targets, compared with less
than 450 meters for the 90mm recoilless rifle which it will ultimately
replace, Other projects in the Individual and Supporting Weapons Cate-
gory include a series of new ordnance signaling devices which are being
engineered in response to Southeast Asia requirements and a new Vehicle
Rapid Fire Weapon System, to replace the cal. 50 machine gun and the
interim HS-820 20mm cannon,

The "Field Artillery Weapons, Munitions, and Equipment” category
encompasses the development of sophisticated conventional munitlons and
the resolution of ammunition problems associated with Scutheast Asia.

The "Nuclear Munitions" category covers the development of Army
supplied components for nuclear projectiles and atomic demolition muni-
tions. Present efforts are being directed toward an advanced firing
device for demolition munitions, and fuzes and cases for an improved
155mm artillery round.

The "Aircraft Suppressive Fire Support System" project, for which
. $14 million is requested in FY 1968, is concerned with the development
and adaptation of weapon subsystems for Army aircraft. Previous efforts
under this project are responsible for the current generation of armed
helicopters which are proving so valuable in Southeast Asia operations.
Several efforts are now underway. A 20mm gun system is being considered
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for the AH-1G (Huey COBRA). A stabilized sight is being developed for
the helicopter-borne version of the TOW missile system, which is now
tentatively scheduled for production in FY 1969. Tests of the XM-1L40
30mm auvtomatic gun should be completed in FY 1968 and this new area fire
weapon should then be ready for productiom in FY 1969, Work will con-
timue on new ammunition improvements for this gun, including an airburst
fuze and a boosted round. (Both the TOW and the XM-140 will be employed
on the AH-56A, the Advanced Aerisal Fire Support System.)

"Other Airmobility Projects”, for which $6 million is requested,
include work on aircraft engines, lightweight aircraft armor, and aerial
delivery eguipment.

The next item, $9 million for "Surface Mobility", comprises three
efforts: "Wheeled Vehicles"”, "Tracked Special Vehicles" and "Marine Craft”.
The major project in the first category will be the initiation of engineer-
development for the new 1-1/L ton XM-705 truck as an ultimate replacement
for the current M-37 truck in rear areas. The major project in the
second category will be a new armored reconnaissance vehicle capable of
operations in adverse terrain and the "Mechanized Infantry Combat Vehicle-
70", a replacement for the current personnel carrier. The third cate-
gory includes work on shallow draft Yoats, a beach discharge lighter, ete.

The $1k million for "Combat Surveillance and Target Acquisition”
provides for a number of projects. The largest is the TACFIRE system
in which automatic data processing and display technigues will be used
to improve the accuracy, response time, and overall effectiveness of
field artillery firepower. Contract definition will begin this year,
with initiation of engineering development scheduled to take place next
fall. Other projects include: improved sensors for the detection
and locatiom of enemy personnel, vehicles, and weapons on the battle-
field; airborne sensors for visual target location; a forward-looking
infrared set for helicopters; image interpretation and photo processing
equipment, etc.

The $21 million for "Communications and Electronics" provides for
a broad based program to improve the Army's cammunication, avicnies,
and electronic werfare equipment. For example, in the area of strategic
communications a high speed optical page reader system is being developed
to increase rate and accuracy of message handling. In the ares of tacti-
cal communications, a new single sideband radio for the LOH-6A helicopter
will be completed in FY 1968. Other efforts include the MARK XII IFF
(Identification Friend or Foe) system designed for use with the HAWK
missile and aircraft; an electronic jammer to degrade the VI fuzes of
enemy artillery rounds; an airborne jammer to thwart radar-controlled
anti-aircraft weepons.
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2. Navy

The first item on the Navy's list of engineering developments is
$54 million for the "Medium Range Air-to-Surface Missile (CONDOR)".
This missile, with its lerge YN verbeed, will provide a bedly
needed standeff delivery capabllity for Navy tactical aircraft., While
our present BULLPUP end SHRIKE missiles do provide some standoff capa-
bility against anti-aircraft guns, they are not very useful in engaging
the longer range enemy surface-to-elir missile systems such as the Sa-2.
Even the more recently developed WALLEYE missile, will not be able to
provide this capability in full. The CONDOR has been designed to be
launched at distances between? from the target (depend-
ing on the altitude), and the aircraft pilot can menitor and control
the missile throughout its entire flight without having to come within
effective range of SA-2s. Contract definition has been completed and
engineering development has been started. Initial deployment is
scheduled for FY 1970 in the A-fAs, and we are studying the feasidility
of adapting the missile to the A-TA.

The $8 million for the "Advanced Sparrow” will substantially com