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{ C o m p t r o l l e r } ,  was  b o r n  in Boone ,  Iowa,  21 F e b r u a r y  1901. P r i o r  
to Wor ld  War  II he had e x p e r i e n c e  in bank ing ,  a u t o m o b i l e  m e r c h a n -  
d i s ing ,  and n e w s p a p e r  c i r c u l a t i o n .  Dur ing  the w a r  he s e r v e d  in 
the  Supply C o r p s ,  U. S. Navy,  and a t t a ined  the  r a n k  of r e a r  a d m i r a l .  
He w as  appo in ted  F i s c a l  D i r e c t o r  of the  Navy D e p a r t m e n t  in 
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ADMIRAL CLARK: G e n t l e m e n ,  t h e r e  is  no m o r e  d i f f i cu l t  
a r e a  of a d m i n i s t r a t i v e  r e s p o n s i b i l i t y  in the m a n a g e m e n t  of our  
n a t i o n a l  s e c u r i t y  a f f a i r s  than  tha t  wh ich  r e l a t e s  to our  d e f e n s e  
budge t .  We t h e r e f o r e  a r e  e x t r e m e l y  fo r tuna t e  t h i s  m o r n i n g  in 
hav ing  as  our  s p e a k e r  the  m a n  who is  ch ie f ly  r e s p o n s i b l e  fo r  the  
p lann ing ,  a d m i n i s t r a t i o n ,  and f o r m u l a t i o n  of tha t  budge t  and who 
I th ink  undoub ted ly  is  the  m o s t  e x p e r i e n c e d  m a n  in th i s  coun t ry  
in this field. 

L a s t  y e a r  in a d d r e s s i n g  th i s  C o l l e g e  he sa id  at tha t  t i m e  he 
thought  tha t  the  job tha t  f aced  the  P r e s i d e n t ,  the  N a t i o n a l  S e c u r i t y  
Counc i l ,  the  S e c r e t a r y ,  and the  Ch ie f s  in r e l a t i o n  to the f o r m u l a -  
t ion  of the  budge t  was  the t o u g h e s t  t hey  e v e r  had;  and that  he  fo r  
one d i d n ' t  envy  t h e m .  Now, w h e t h e r  the  job is  e v e n  t o u g h e r  t h i s  
y e a r  p e r h a p s  the S e c r e t a r y  wi l l  t e l l  us .  But ,  at  any r a t e ,  anybody  
who has  e v e n  a bowing  a c q u a i n t a n c e  wi th  g o v e r n m e n t a l  a f f a i r s  
knows  tha t  the  job of a c o m p t r o l l e r  is  p e r e n n i a l l y  tough.  

I t ' s  a g r e a t  p l e a s u r e  and p r i v i l e g e  for  m e  to i n t r o d u c e  to th i s  
C o l l e g e  and to  w e l c o m e  b a c k  to th i s  p l a t f o r m  the  A s s i s t a n t  
S e c r e t a r y  of D e f e n s e ,  the H o n o r a b l e  Wi l f r ed  J .  McNei l .  

SECRETARY McNEIL:  M e m b e r s  of the  F a c u l t y  and G e n t l e m e n :  
It is  i n d e e d  a p l e a s u r e  to  m e e t  aga in  wi th  the  s t u d e n t s  and facu l ty  
of the  I n d u s t r i a l  C o l l e g e  to t a lk  about  the  d e f e n s e  budget .  As you 
know, th i s  i s  the  s e a s o n  of the  y e a r  when  we a r e  a p p r o a c h i n g  the  
f ina l  s t a g e s  in the  p r e p a r a t i o n  of the d e f e n s e  budge t  for  the  c o m i n g  
f i s c a l  y e a r .  It i s  the  t i m e  of the  y e a r  when  b u d g e t  p r o b l e m s  a r e  
u p p e r m o s t  in the  m i n d s  of the  m e n  r e s p o n s i b l e  fo r  the  p l ann ing  
and m a n a g e m e n t  of the  N a t i o n ' s  d e f e n s e s .  The  topic  a s s i g n e d  to  
m e  fo r  today ,  " T h e  P l a n n i n g ,  F o r m u l a t i o n ,  E x e c u t i o n ,  and 
M a n a g e m e n t  of the  D e f e n s e  Budge t ,  " is  t h e r e f o r e  v e r y  t i m e l y .  

I would ,  h o w e v e r ,  l i ke  to d e v o t e  m y  t i m e  p r i m a r i l y  to the  
p l ann ing  and f o r m u l a t i o n  a s p e c t s  of d e f e n s e  budge t ing .  B u d g e t  
m a n a g e m e n t  and e x e c u t i o n  a r e  v e r y  i m p o r t a n t ,  but the  c r i t i c a l  



p r o b l e m s  now c o n f r o n t i n g  the  d e f e n s e  e s t a b l i s h m e n t ,  the  
G o v e r n m e n t  as  a who le ,  and the c o u n t r y  at  l a r g e  l ie  w i th in  the  
a r e a  of budge t  p l a n n i n g  anf  f o r m u l a t i o n .  

It i s  s t i l l  too e a r l y  and,  in fac t ,  it  wou ld  not  be  a p p r g p r i a t e  
f o r  m e  to d i s c u s s  the  f i s c a l  y e a r  1959 budge t  a s  s u c h .  But  the  
b a s i c  p o l i c y  i s s u e s  w h i c h  w i l l  shape  the  c h a r a c t e r  and s c o p e  of 
the  d e f e n s e  p r o g r a m ,  not  only  fo r  f i s c a l  y e a r  1959, but  a l s o  f o r  
the  nex t  few y e a r s ,  c an  and shou ld  be  t h o r o u g h l y  d i s c u s s e d  and  
u n d e r s t o o d ,  p a r t i c u l a r l y  by  t h o s e  of us  in the  d e f e n s e  e s t a b l i s h -  
m e n t .  

F i r s t ,  I th ink  tha t  it  m u s t  be  c l e a r l y  r e c o g n i z e d  tha t  m i l i t a r y  
s t r a t e g y  and the  s i z e  and c o m p o s i t i o n  of ou r  m i l i t a r y  f o r c e s  c a n -  
not  be  d i v o r c e d  f r o m  e c o n o m i c  and f i s c a l  p o l i c y .  T h i s  i n t e r r e l a -  
t i o n s h i p  is  not  a n e w  p h e n o m e n o n .  N e i t h e r  i s  it  un ique  to the  
Uni t ed  S t a t e s .  O t h e r  c o u n t r i e s  bo th  on th i s  and the  o t h e r  s i de  of 
the  " I r o n  C u r t a i n "  m u s t  a l s o  cope  wi th  th i s  p r o b l e m .  T h e r e  a r e  
d i f f e r e n c e s  in d e g r e e - i m p o r t a n t  d i f f e r e n c e s - - b u t  s t i l l  d i f f e r e n c e s  
only  in d e g r e e .  

T h i s  r e l a t i o n s h i p  b e t w e e n  e c o n o m i c  and f i s c a l  p o l i c y  and 
m i l i t a r y  p o l i c y  e x i s t s  in w a r t i m e  as  w e l l  as  in p e a c e t i m e .  In 
t i m e  of w a r  the  p h y s i c a l  c a p a c i t y  of the  e c o n o m y  b e c o m e s  the  
l i m i t i n g  f a c t o r .  In p e a c e t i m e ,  the e m p h a s i s  sh i f t s  to o t h e r  f a c t o r s - -  
b u d g e t a r y  p o l i c y ,  the  tax  b u r d e n ,  the  d e m a n d  f o r  publ ic  i m p r o v e -  
m e n t s  and fo r  h i g h e r  l i v ing  s t a n d a r d s ,  e t c .  

I t h ink  we can  a l l  a g r e e  tha t  e c o n o m i c  c a p a c i t y ,  p e r  s e ,  i s  
not  a l i m i t i n g  f a c t o r  on the  s i z e  of the  d e f e n s e  p r o g r a m  t o d a y .  In 
t h e o r y  the  Uni t ed  S t a t e s  e c o n o m y ,  r i g h t  now,  cou ld  s u p p o r t  a 
c o n s i d e r a b l y  l a r g e r  p r o g r a m  than  the  one we  now h a v e ,  p r o v i d e d  
it w e r e  of s h o r t  d u r a t i o n .  But  t h i s  i s  not  t he  r e a l  i s s u e .  T h e r e  
a r e  o t h e r ,  p e r h a p s  m o r e  sub t l e ,  f a c t o r s  w h i c h  s e t  a v e r y  r e a l  
l i m i t  on the  s i z e  of the  d e f e n s e  p r o g r a m  which  we can  e x p e c t  the  
Na t ion  to s u p p o r t  in p e a c e t i m e ,  y e a r  a f t e r  y e a r ,  w i thou t  a f o r e -  
s e e a b l e  end .  A l though  the  G o v e r n m e n t  h a s  m a d e  a g r e a t  e f f o r t  
in r e c e n t  y e a r s  to s t e m  the  c o u r s e  of i n f l a t ion ,  and h a s  a c h i e v e d  
s o m e  s u c c e s s ,  the b a s i c  long  t e r m  t r e n d  of p r i c e s  and w a g e s  is  
s t i l l  i n f l a t i o n a r y ,  not  only in th i s  c o u n t r y  but  t h r o u g h o u t  the  
w o r l d .  U n d e r  t h e s e  c i r c u m s t a n c e s  the  G o v e r n m e n t  m u s t  c o n t i n u e  
to p lan  f o r  a b u d g e t  s u r p l u s ,  o r  a t  the v e r y  l e a s t ,  a b u d g e t  b a l a n c e  
in the  i n t e r e s t  of f i s c a l  and e c o n o m i c  s t a b i l i t y .  
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Beyond  th i s  t h e r e  is  a con t inu ing  u n d e r l y i n g  d e m a n d  fo r  s o m e  
r e d u c t i o n  in the  r e l a t i v e l y  h igh  tax b u r d e n  now b e i n g  b o r n e  by the  
peop le  and the  b u s i n e s s  f i r m s  of th i s  coun t ry .  The F e d e r a l  t a x -  
t ake  s i n c e  the end  of W o r l d  War  II has  m o r e  than  doubled ,  but  the  
State  and l o c a l  t a x - t a k e  has  a l m o s t  t r i p l e d  d u r i n g  th i s  p e r i o d .  
A d m i t t e d l y ,  the  c o u n t r y  has  g r o w n  c o n s i d e r a b l y  s ince  t h e n - - t h e  
G r o s s  N a t i o n a l  P r o d u c t  has  i n c r e a s e d  f r o m  $209 b i l l i on  in 1946 
to an e s t i m a t e d  $435 b i l l i on  in 1957. But  e v e n  in t e r m s  of the  
GNP,  the  c o m b i n e d  F e d e r a l  and l oca l  t a x - t a k e  i s  today  the h i g h e s t  
in ou r  h i s t o r y  i nc lud ing  W o r l d  War  II and the  K o r e a n  War  p e r i o d s - -  
26 .2  p e r c e n t  in 1957 c o m p a r e d  wi th  the  W o r l d  W a r  H peak  of 25 
p e r c e n t  in 1943, and the  K o r e a n  War  peak  of 2 5 . 6  p e r c e n t  in  1952. 
The  d e m a n d  fo r  s c h o o l s ,  r o a d s  and o t h e r  s e r v i c e s  n o r m a l l y  p r o -  
v i d e d  by the  S t a t e s  and l o c a l  g o v e r n m e n t s  c o n t i n u e s  u n a b a t e d  and 
the tax  b u r d e n  in tha t  q u a r t e r  m a y  be e x p e c t e d  to i n c r e a s e  f u r t h e r .  

O v e r  the  long pull ,  in a f r e e  e n t e r p r i s e  e c o n o m y  such  as  o u r s ,  
e c o n o m i c  g r o w t h  d e p e n d s  on the  w i l l i n g n e s s  of i n d i v i d u a l s  to  s ave ,  
to i n v e s t  t h e i r  cap i t a l ,  and- to  t ake  b u s i n e s s  r i s k s .  T h e r e  i s  a 
g e n e r a l  f e e l i n g  in the  c o u n t r y  tha t  the  p r e s e n t  tax b u r d e n  i s  such  
as  to s t i f l e  the  i n c e n t i v e  to  t ake  such  r i s k s .  Many  s t u d e n t s  of the  
s u b j e c t  f e e l  tha t  fo r  the  good of our  fu tu re  e c o n o m i c  g rowth ,  upon 
w h i c h  our  f u t u r e  m i l i t a r y  p o w e r  d e p e n d s ,  the tax  b u r d e n  shou ld  be  
r e d u c e d .  S ince  t h e r e  i s  l i t t l e  hope  fo r  tax r e l i e f  in the  Sta te  and  
l o c a l  a r e a ,  F e d e r a l  t a x e s  b e c o m e  the  t a r g e t  fo r  r e d u c t i o n .  

As  I s t a t ed  e a r l i e r ,  the  c o u n t r y  could  suppo r t  a c o n s i d e r a b l y  
l a r g e r  d e f e n s e  p r o g r a m  fo r  a r e l a t i v e l y  s h o r t  p e r i o d .  But  t he  t h r e a t  
to the  s e c u r i t y  of the  Un i t ed  S t a t e s  is  not  one wh ich  could  r e a s o n -  
ab ly  be  e x p e c t e d  to r e c e d e  in the  f o r e s e e a b l e  f u t u r e .  E v e n  had  
the  r e c e n t  d i s a r m a m e n t  n e g o t i a t i o n s  m e t  w i th  s u c c e s s ,  the  n a t u r e  
of the  d i s a r m a m e n t  p r o b l e m  is  such  tha t  we canno t  hope  f o r  any  
s i g n i f i c a n t  r e d u c t i o n  in  the  t h r e a t  to  our  s e c u r i t y  fo r  m a n y  y e a r s  
to  c o m e .  M e a n w h i l e  we d a r e  not  r e v e r t  to  the  old " f e a s t  o r  f a m i n e "  
p a t t e r n  of our  m i l i t a r y  h i s t o r y .  W h a t  i s  n e e d e d  today  p e r h a p s  
m o r e  than  e v e r  b e f o r e  i s  a r e l a t i v e l y  s t e ady ,  s u s t a i n e d  m i l i t a r y  
e f fo r t  un t i l  s a t i s f a c t o r y  a s s u r a n c e s  o r  g u a r a n t e e s  e x i s t  and our  
e f fo r t  m a y  be  s a f e ly  r e l a x e d .  A s t a b l e ,  s t e a d y  m i l i t a r y  e f f o r t  f o r  
the  long  pul l  h a s  b e e n  the  b a s i c  m i l i t a r y  po l i cy  of the  Un i t ed  S t a t e s  
fo r  the  l a s t  s e v e n  y e a r s  a l t h o u g h  i t  h a s  not  a l w a y s  b e e n  p e r f e c t l y  
e x e c u t e d .  
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In D e c e m b e r  1950 G e n e r a l  M a r s h a l l ,  in  e x p l a i n i n g  why  he  
f a v o r e d  a p a r t i a l  r a t h e r  than a n  a l l - o u t  m o b i l i z a t i o n ,  s t a t e d  the 
p o l i c y  this  way :  

" T h e  i n t e n s i t y  of o u r - i m m e d i a t e  m o b i l i z a t i o n  m u s t  be  in  
k e e p i n g  wi th  o u r  a b i l i t y  to c a r r y  on d u r i n g  the p o s s i b l e  y e a r s  
of t e n s i o n .  It i s  a t r i a l  of e n d u r a n c e  of a c h a r a c t e r  w h i c h  is 
new to the A m e r i c a n  p e o p l e ,  but  is  a t r i a l  tha t  m u s t  be  m e t  
w i th  de t e r m i n a t i o n . "  

P r e s i d e n t  E i s e n h o w e r  in  A p r i l  1953 a f t e r  s e v e r a l  m o n t h s  of 
s t u d y  r e s t a t e d  the p o l i c y  as  f o l l o w s :  

"We  r e j e c t  the  i d e a  tha t  we m u s t  bu i ld  up to a m a x i m u m  
a t t a i n a b l e  s t r e n g t h  f o r  s o m e  s p e c i f i c  da t e  t h e o r e t i c a l l y  f i x e d  
f o r  a s p e c i f i e d  t i m e  in  the f u t u r e .  D e f e n s e  i s  no t  a m a t t e r  of 
m a x i m u m  s t r e n g t h  f o r  a s i n g l e  d a t e .  I t  i s  a m a t t e r  of a d e q u a t e  
p r o t e c t i o n  to be  p r o j e c t e d  as  f a r  in to  the  f u t u r e  as  the a c t i o n s  
and  a p p a r e n t  p u r p o s e s  of o t h e r s  m a y  c o m p e l  u s .  It i s  a 
p o l i c y  tha t  can ,  if n e c e s s a r y ,  be l i v e d  wi th  o v e r  a p e r i o d  of 

1, y e a r s .  

T h e  w i s d o m  of the long  pu l l  p o l i c y ,  I b e l i e v e ,  h a s  b e e n  w e l l  
d e m o n s t r a t e d  o v e r  the p a s t  s e v e n  y e a r s .  We  a r e  s t i l l  f a c e d  wi th  
e s s e n t i a l l y  the s a m e  t h r e a t  to o u r  n a t i o n a l  s e c u r i t y ,  and  w e  s t i l l  
s e e  no r e a l  e v i d e n c e  of  i t s  l e s s e n i n g  in  the  f o r e s e e a b l e  f u t u r e .  N o t -  
w i t h s t a n d i n g  ou r  s i n c e r e  and d e t e r m i n e d  e f f o r t s ,  t o g e t h e r  w i th  o u r  
f r e e  w o r l d  a l l i e s ,  to s e c u r e  a s a f e g u a r d e d  a r m s  r e d u c t i o n  a g r e e -  
m e n t  wi th  the USSR, tha t  goa l  i s  s t i l l  in  the i n d e f i n i t e  f u t u r e .  We 
a r e  s t i l l  c o n f r o n t e d  wi th  the p r o b l e m  of m a i n t a i n i n g  a l a r g e  and  
c o s t l y  m i l i t a r y  e s t a b l i s h m e n t  f o r  an  i n d e f i n i t e  p e r i o d .  In  a d d i t i o n ,  
we  s t i l l  h a v e  to c o n t i n u e  to h e l p  o u r  a l l i e s  s u p p o r t  and  t r a i n  t h e i r  
m i l i t a r y  f o r c e s - - a n  i n d i s p e n s a b l e  e l e m e n t  of the  c o n c e p t  of the 
c o l l e c t i v e  d e f e n s e  of the f r e e  w o r l d .  

F u r t h e r  c o m p l i c a t i n g  the p r o b l e m  i s  the a s t o n i s h i n g l y  r a p i d  
r i s e  in  the c o s t  of n e w  w e a p o n s .  W h e r e a s  the a v e r a g e  c o s t  p e r  
m i l i t a r y  m a n  h a s  b e e n  i n c r e a s i n g  at  ~he r a t e  of 3 o r  4 p e r c e n t  a 
y e a r ,  e v e n  wi thou t  a p a y  r a i s e ,  the uni t  c o s t  of new w e a p o n s  h a s  
b e e n  i n c r e a s i n g  a t  s e v e r a l  t i m e s  tha t  r a t e .  T h e s e  i n c r e a s e s  in  
c o s t s  h a v e  not  r e s u l t e d  p r i m a r i l y  f r o m  i n c r e a s e s  in  g e n e r a l  
p r i c e s  and  w a g e s ,  a l t h o u g h  t h e s e  h a v e  a l s o  b e e n  i m p o r t a n t .  
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T h e s e  c o s t  i n c r e a s e s  r e s u l t  fo r  the  m o s t  p a r t  f r o m  g r e a t l y  i n -  
c r e a s e d  c o m p l e x i t y  a s s o c i a t e d  wi th  the  m u c h  g r e a t e r  c o m b a t  p o w e r  
and e f f e c t i v e n e s s  of t h e s e  new w e a p o n s .  

I wou ld  l ike  to i l l u s t r a t e  t h i s  point  wi th  a few s p e c i f i c  e x a m p l e s .  
L e t  us  c o n s i d e r  f i r s t  the c o s t  of a i r c r a f t ,  w h i c h  s t i l l  a c c o u n t s  f o r  
w e l l  o v e r  ha l f  of o u r  m a j o r  p r o c u r e m e n t  e x p e n d i t u r e s .  The  a v e r a g e  
f l y a w a y  c o s t  fo r  a i r c r a f t  bough t  by  the  A i r  F o r c e  has  m o r e  than  
t r i p l e d  f r o m  about  $ 7 0 0 , 0 0 0 f o r  a i r c r a f t  in the  1951-1952 p e r i o d  to  
m o r e  than  $2 .2  m i l l i o n  p e r  a i r c r a f t  in  the  1957-1958 p e r i o d .  S i m -  
i l a r l y ,  in  the  Navy  the  ave ' r age  cos t  p e r  a i r c r a f t  ha s  j u s t  abou t  
doub l ed  f r o m  about  $530 ,000  to  o v e r  $1 m i l l i o n  p e r  a i r c r a f t .  The  
c o s t  of a i r c r a f t  w i l l  be e v e n  h i g h e r  in f i s c a l  y e a r  1959. 

T h e r e  a r e  m a n y  r e a s o n s  fo r  t h i s  s t a r t l i n g  i n c r e a s e  in un i t  
c o s t s - - h e a v i e r  a i r c r a f t ,  m o r e  e l e c t r o n i c s  e q u i p m e n t ,  h i g h e r  p e r -  
f o r m a n c e ,  e t c .  

T h e  r e l a t i o n  of p e r f o r m a n c e ,  c o m p l e x i t y  and c o s t  b e c o m e s  
m o r e  e v i d e n t  w h e n  s p e c i f i c  a i r c r a f t  m o d e l s  of the  s a m e  t y p e s  a r e  
c o m p a r e d .  The  B - 2 9  c o s t  abou t  $600 ,000  p e r  a i r p l a n e ,  e x c l u s i v e  
of s p a r e s ,  g r o u n d - h a n d l i n g  e q u i p m e n t ,  e t c .  The  B - 3 6  c o s t  abou t  
$4 m i l l i o n  p e r  a i r p l a n e .  T h e s e  a r e  now b e i n g  r e p l a c e d  wi th  the  
B - 5 2 ,  w h i c h  c o s t s  t w i c e  a s  m u c h .  

Bu t  the  c o s t  of an  a i r p l a n e  a l o n e  d o e s  not  g ive  the  fu l l  m e a s u r e  
of the  i n c r e a s e  in  the  c o s t  of equ ipp ing  a wing .  A B-36  h e a v y  
b o m b e r  w ing ,  a s  you  know,  h a s  a UE of only 30 a i r c r a f t  p lus  c o m -  
m a n d  s u p p o r t  and c o s t s  abou t  $132 m i l l i o n  f o r  a i r c r a f t  a l o n e .  The  
11 w i n g s  of B - 3 6 ' s  a r e  now b e i n g  r e p l a c e d ,  one fo r  one ,  w i th  
B - 5 2  wings  of 45 a i r c r a f t  e a c h ,  p lus  30 KC-135  t a n k e r s  in s u p p o r t .  
I n c l u d i n g  c o m m a n d  s u p p o r t ,  t h e s e  new h e a v y  b o m b e r  w i n g s  w i l l  
c o s t  f ou r  t i m e s  the  B - 3 6  w i n g s  t h e y  a r e  r e p l a c i n g .  

T h e  B - 2 9 ,  a f t e r  W o r l d  W a r  II ,  w a s  r e c l a s s i f i e d  as  a m e d i u m  
b o m b e r  and  w a s  l a t e r  r e p l a c e d  by  the  B - 4 7 .  T h i s  a i r p l a n e  c o s t s  
j u s t  t h r e e  and  o n e - h a l f  t i m e s  the  c o s t  of the B - 2 9  it r e p l a c e d  e v e n  
t h o u g h  i t  w a s  p r o d u c e d  in  v e r y  s i z a b l e  q u a n t i t i e s .  To  r e p l a c e  the  
p r e s e n t  28 w i n g s  of B-471s  w i th  the  B - 5 8 ,  w h i c h  would  a l s o  r e -  
q u i r e  r e p l a c i n g  the  KC-97  t a n k e r  w i th  the  K C - 1 3 5 ,  wou ld  c o s t  
b e t w e e n  $20 and $25 b i l l i o n  f o r  a i r c r a f t  and s p a r e s  a l o n e .  
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The s a m e  p a t t e r n  e x i s t s  in o t h e r  t y p e s  of a i r c r a f t  fo r  bo th  t he  
A i r  F o r c e  and Navy.  

E v e n  if the  f a c t o r  of s i z e  and w e i g h t  is  e l i m i n a t e d ,  the  cos t  of 
a i r c r a f t  has  i n c r e a s e d  e n o r m o u s l y  s i n c e  W o r l d  W a r  II and  wi l l  c o n -  
t inue  to i n c r e a s e  in  the  f u t u r e .  D u r i n g  W o r l d  W a r  H the  c o s t  p e r  
pound of a i r c r a f t  (we igh t  empty)  a v e r a g e d  f r o m  $9 to $11. D u r i n g  
the  K o r e a n  W a r  the  cos t  p e r  pound a v e r a g e d  b e t w e e n  $20 and $30.  
The  a i r p l a n e s  now b e i n g  d e l i v e r e d  c o s t  b e t w e e n  $45 and $55 p e r  
pound.  F o r  the  a i r c r a f t  to be  d e l i v e r e d  two o r  t h r e e  y e a r s  f r o m  
now,  the  c o s t  p e r  pound wi l l  r un  b e t w e e n  $70 and $80. The  c o s t  
of p r o t o t y p e s  i s  r u n n i n g  about  $200 p e r  pound.  M r .  W i l s o n  l i k e d  
to c o m p a r e  t h i s  wi th  the  c o s t  of s i l v e r - - l e s s  than  $15 p e r  pound.  

T h e s e  s t a r t l i n g  i n c r e a s e s  in  uni t  c o s t s  of w e a p o n s  a r e  not  c o n -  
f ined  to  a i r c r a f t .  D u r i n g  W o r l d  War  H, the  cos t  of a s u b m a r i n e  
was  about  $ 4 . 7  m i l l i o n ;  d u r i n g  the  K o r e a n  W a r ,  a c o n v e n t i o n a l  type  
s u b m a r i n e  c o s t  about  $22 m i l l i o n ;  the  n u c l e a r  s u b m a r i n e s  b e i n g  
bu i l t  t oday  c o s t  tw ice  as  m u c h  ($45 .0  m i l l i o n ) .  The  F l e e t  B a l l i s t i c  
M i s s i l e  S u b m a r i n e  m a y  c o s t  t w i c e  as  m u c h  aga in .  The  c o s t  t r e n d  
fo r  d e s t r o y e r s  and a i r c r a f t  c a r r i e r s  has  fo l lowed  the  s a m e  p a t t e r n .  

The  A r m y ,  too,  ha s  not  b e e n  i m m u n e  f r o m  t h e s e  g r e a t  i n c r e a s e s  
in the  c o s t  of new w e a p o n s .  An a n t i a i r c r a f t  b a t t a l i o n ,  e q u i p p e d  
wi th  the  NIKE I (AJAX),  c o s t s  about  t h r e e  t i m e s  as  m u c h  as  a 
b a t t a l i o n  e q u i p p e d  wi th  90 m m .  or  120 r a m .  a n t i a i r c r a f t  guns .  The  
NIKE B (HERCULES) ,  w h i c h  w i l l  soon  be r e p l a c i n g  the  NIKE I 
(AJAX),  i s  s e v e r a l  t i m e s  as  b tg  and wi l l  c o s t  s e v e r a l  t i m e s  as  m u c h  
p e r  m i s s i l e  as  the  NIKE I (AJAX).  T h i s  is  e x c l u s i v e  of the  c o s t  of 
the  a t o m i c  w a r h e a d  fo r  the  NIKE B ( H E R C U L E S ) .  

T h e s e  new w e a p o n s  not  only  c o s t  m u c h  m o r e  to  p r o d u c e - - t h e y  
a l s o  c o s t  a g r e a t  d e a l  m o r e  to o p e r a t e  and  m a i n t a i n .  The  c o s t  of 
o v e r h a u l i n g  an F o 1 0 2 - - $ 4 4 , 0 0 0 - - i s  m o r e  than  double  the  c o s t  of 
o v e r h a u l i n g  the  F - 8 6 D - - $ 2 1 , 4 0 0 - - w h i c h  i t  i s  r e p l a c i n g  in  the  a i r  
d e f e n s e  s y s t e m .  B e c a u s e  of t h e i r  h i g h e r  fue l  c o n s u m p t i o n  and 
l a r g e r  s i z e ,  m o d e r n  j e t  a i r c r a f t  a r e  a l s o  m o r e  e x p e n s i v e  to f ly .  
P a r t  of t h i s  i n c r e a s e  i s  due  to  h i g h e r  fue l  c o s t s .  But  m o s t  of i t  
i s  due to  the  h i g h e r  fue l  c o n s u m p t i o n  of the  n e w e r  j e t  p l a n e s .  F o r  
e x a m p l e ,  the  fue l  cos t  fo r  a B - 6 6  i s  $114 p e r  h o u r  c o m p a r e d  wi th  
$30 p e r  hour  fo r  the  o l d e r  B - 2 6  w h i c h  i t  r e p l a c e d .  S i m i l a r l y ,  t he  
B - 5 2  c o n s u m e s  $330 of fue l  and oi l  p e r  f ly ing  hour  c o m p a r e d  wi th  
$272 of fue l  and oi l  c o n s u m e d  by the  B - 3 6  and $83 fo r  the  B - 2 9 ,  
the  h e a v y  b o m b e r  of W o r l d  W a r  II. 
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The j e t  and r o c k e t  age  has  a l so  i m p o s e d  v a s t l y  i n c r e a s e d  
d e m a n d s  upon our  r e s e a r c h  and d e v e l o p m e n t  p r o g r a m s .  I n e e d  
not  t e l l  a g roup  of t h i s  s o r t  t ha t  s u p e r s o n i c  a i r c r a f t  and m i s s i l e s  
have  e n t a i l e d  c o m p l e x  p r o b l e m s  of c o n t r o l  and i n s t r u m e n t a t i o n  
w h i c h  have  m u l t i p l i e d  the  c o s t  of e x p e r i m e n t a t i o n .  

Thus ,  the  d e v e l o p m e n t  of new w e a p o n  s y s t e m s  to the  po in t  
w h e r e  t h e y  can  be p l a c e d  in quan t i ty  p r o d u c t i o n  f o r  the  e q u i p p i n g  
of o p e r a t i o n a l  un i t s  i s  b e c o m i n g  i n c r e a s i n g l y  cos t l y .  Many  b i l l i o n s  
of d o l l a r s  w i l l  have  b e e n  i n v e s t e d  in  the  d e v e l o p m e n t  of b a l l i s t i c  
m i s s i l e s  b e f o r e  ou r  m i l i t a r y  s e r v i c e s  a c t u a l l y  a c h i e v e  e v e n  i n i t i a l  
o p e r a t i o n a l  c a p a b i l i t i e s  wi th  t h e s e  w e a p o n s .  In fac t ,  i t  i s  e s t i m a t e d  
tha t  the  cos t  of d e v e l o p i n g  b a l l i s t i c  m i s s i l e s  to an o p e r a t i o n a l  s t a t e  
m a y  r u n  two to t h r e e  t i m e s  the  cos t  of d e v e l o p i n g  the  f i r s t  a t o m i c  
b o m b .  (If s o m e  of you th ink  tha t  the  ICBM wi l l  be  a b a r g a i n  once  
it  i s  d e v e l o p e d  and in p r o d u c t i o n ,  l e t  m e  p a s s  on to  you s o m e  p r e -  
l i m i n a r y  and s t i l l  h igh ly  t e n t a t i v e  c o s t  e, s t i m a t e s .  F o r  one ICBM 
wing the  cos t  m a y  r u n  as  h igh  as  $1 b i l l i o n  p e r  wing.  ) T h e s e  
d e v e l o p m e n t  c o s t s  a r e  o v e r  and above  the  c u r r e n t  c o s t s  of e q u i p p i n g  
our  f o r c e s  and m u s t  be  c a r r i e d  s i m u l t a n e o u s l y ,  thus  p l a c i n g  a 
double  b u r d e n  on the  d e f e n s e  budge t .  

Only  p a r t  of t h e s e  c o s t s  a r e  to be  found in the  r e s e a r c h  and 
d e v e l o p m e n t  a p p r o p r i a t i o n .  The  l a r g e r  p a r t  of the  c o s t - - f o r  
d e v e l o p m e n t ,  t e s t  and  e v a l u a t i o n - - i s  f i n a n c e d  in  o t h e r  m i l i t a r y  
a p p r o p r i a t i o n s ,  p a r t i c u l a r l y  p r o c u r e m e n t  and p r o d u c t i o n .  The  
to t a l  cos t  of r e s e a r c h ,  d e v e l o p m e n t ,  t e s t  and e v a l u a t i o n  h a s  i n -  
c r e a s e d  s t e a d i l y  o v e r  the  y e a r s ,  f r o m  about  $ 3 . 4  b i l l i o n  in  f i s c a l  
y e a r  1955 to about  $5 .2  b i l l i o n  in f i s c a l  y e a r  1957. In f i s c a l  y e a r  
1958 t h e s e  c o s t s  a r e  e x p e c t e d  to  e x c e e d  $ 5 . 3  b i l l i o n  and m a y  c o n -  
t inue  to  r i s e  in the  f u t u r e .  

The  ful l  s i g n i f i c a n c e  of t h i s  w e a p o n s  r e v o l u t i o n ,  fo r  d e f e n s e  
c o s t s ,  was  b r o u g h t  h o m e  to  m a n y  peop l e  in the  P e n t a g o n ,  p e r h a p s  
fo r  the  f i r s t  t i m e ,  in  the  p r e p a r a t i o n  of the  f i s c a l  y e a r  1958 b u d g e t .  

The  p r e l i m i n a r y  c o s t i n g  of the  m i l i t a r y  d e p a r t m e n t s '  f i s c a l  
y e a r  1958 p r o p o s e d  p r o g r a m s  s h o w e d  a r e q u i r e m e n t  fo r  about  
$48 to  $49 b i l l i o n  a y e a r  in new m o n e y ,  c o m p a r e d  wi th  a c t u a l  a p p r o -  
p r i a t i o n s  fo r  f i s c a l  y e a r  1956 of $33 .2  b i l l i o n  and  a f i s c a l  y e a r  1957 
budge t  r e q u e s t  of $35 .5  b i l l i o n .  T a k e n  t o g e t h e r  wi th  the  p r e -  
l i m i n a r y  e s t i m a t e s  of o t h e r  G o v e r n m e n t  d e p a r t m e n t s  and a g e n c i e s ,  
the  g r a n d  t o t a l  m o n e y  r e q u e s t  fo r  f i s c a l  y e a r  1958 would  have  b e e n  



$87 b i l l i o n  c o m p a r e d  wi th  e s t i m a t e d  r e v e n u e  fo r  tha t  y e a r  of 
$7 i .  5 b i l l i o n .  B e c a u s e  of the  long l ead  t i m e  i n v o l v e d  in m i l i t a r y  
p r o c u r e m e n t ,  a c tua l  e x p e n d i t u r e s  in f i s c a l  y e a r  1958 would  h a v e  
b e e n  l o w e r  but would  soon  have  r i s e n  to the  $87 b i l l i o n  l e v e l .  E v e n  
so ,  the  e s t i m a t e d  d e f i c i t  in f i s c a l  y e a r  1958 would  have  a m o u n t e d  
to o v e r  $4 b i l l i o n  and would  have  b e e n  c o n s i d e r a b l y  h i g h e r  in l a t e r  
y e a r s .  

It was  c l e a r  f r o m  e v e n  a c u r s o r y  e x a m i n a t i o n  of the  cos t  
f i g u r e s  tha t  a n o r m a l  budge t  r e v i e w  a lone  cou ld  not  ge t  the  $48 to 
$49 b i l l i o n  f i g u r e  down to what  m i g h t  be  c o n s i d e r e d  a r e a l i s t i c  
l e v e l .  The  p r o b l e m  was  in f o r c e s  and p r o g r a m s .  The s e r v i c e s  
w e r e  r e q u e s t e d  to r e v i e w  r i g o r o u s l y  t h e s e  f o r c e s  and p r o g r a m s .  

L a t e r  in the  y e a r  the  s e r v i c e s  f o r m a l l y  s u b m i t t e d  t h e i r  f i s c a l  
y e a r  1958 b u d g e t  r e q u e s t s .  The  to ta l  was  $45 .2  b i l l i on ,  only  $3 .3  
b i l l i o n  l e s s  than  the  $48 .5  b i l l i o n  p r e l i m i n a r y  e s t i m a t e  for  1958. 
The e s t i m a t e s  w e r e  c o n s e r v a t i v e l y  d e v e l o p e d ,  in the  s e n s e  tha t  t h e r e  
was  no d e l i b e r a t e  padd ing .  It was  c l e a r  tha t  to ge t  the  f i gu re  to a 
l e v e l  w h i c h  would fit  the  G o v e r n m e n t ' s  a n t i c i p a t e d  i n c o m e ,  s o m e -  
th ing  m o r e  than  budge t  r e v i e w  would  be r e q u i r e d .  The f ina l  r e s u l t  
was  s o m e  r e d u c t i o n  in f o r c e s  and p r o g r a m s .  The  f ina l  f i g u r e  i n -  
c luded  in the  P r e s i d e n t ' s  J a n u a r y  budge t  was  $38 .5  b i l l i o n  of new 
o b l i g a t i o n a l  a u t h o r i t y .  The  C o n g r e s s  a c t u a l l y  a p p r o p r i a t e d  only  
$36 b i l l i o n .  Al l  the  s e r v i c e s  w e r e  a f f e c t e d .  

Now le t  us look at the  o t h e r  s ide  of the  p r o b l e m .  A c t u a l  e x -  
p e n d i t u r e s  fo r  the  m i l i t a r y  func t ions  of t he  D e p a r t m e n t  of D e f e n s e  
in the  f i s c a l  y e a r  end ing  30 June  1957 a m o u n t e d  to $ 3 8 . 4  b i l l i o n - -  
$ 2 . 4  b i l l i o n  m o r e  than  the  a m o u n t  e s t i m a t e d  in the  b u d g e t  and about  
$2 .5  b i l l i o n  m o r e  than  the  a m o u n t  e x p e n d e d  in f i s c a l  y e a r  1956. 

T h e r e  w e r e  m a n y  r e a s o n s  why our  e x p e n d i t u r e s  r a n  so  f a r  
a h e a d  of our  e a r l y  e s t i m a t e s .  The  fo l lowing  a r e  p e r h a p s  the  m o r e  
i m p o r t a n t :  

F i r s t ,  p r o g r e s s  and s p e n d i n g  in the  b a l l i s t i c  m i s s i l e  p r o g r a m s  
d u r i n g  the  l a s t  f i s c a l  y e a r  w e r e  m u c h  g r e a t e r  than  e a r l i e r  a n t i c i -  
pa ted .  E x p e n d i t u r e s  fo r  t h i s  p u r p o s e  i n c r e a s e d  f r o m  $250, 000 
in f i s c a l  y e a r  1956 to  about  $1 b i l l i o n  in f i s c a l  y e a r  1957. 

Second ,  the  u s u a l  p r o d u c t i o n  d e l a y s ,  m a t e r i a l  s h o r t a g e s ,  
s t r i k e s ,  e t c . ,  wh ich  have  p l agued  d e f e n s e  p r o d u c t i o n  p r o g r a m s  in 
the  pas t ,  w e r e  v i r t u a l l y  a b s e n t  in f i s c a l  y e a r  1957. 
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T h i r d ,  the  t igh t  m o n e y  m a r k e t  and the  upward  t r e n d  in i n t e r e s t  
r a t e s ,  w h i c h  d e v e l o p e d  d u r i n g  1957, no doubt  p r o v i d e d  d e f e n s e  c o n -  
t r a c t o r s  w i th  an i n c e n t i v e  to a c c e l e r a t e  t h e i r  c o l l e c t i o n s  f r o m  the  
G o v e r n m e n t .  

F o u r t h ,  t h e r e  has  b e e n  a g e n e r a l  i n c r e a s e  in the  n u m b e r  of 
what  we ca l l  " l e v e l  of e f fo r t "  p r o j e c t s .  T h e s e  a r e  p r o j e c t s  w h i c h  
invo lve  d e v e l o p m e n t  r a t h e r  than  p r o d u c t i o n  of a f ixed quan t i t y  of 
an i t e m .  O b l i g a t i o n s  for  t h e s e  p r o j e c t s  a r e  on a v e r y  s h o r t  l e ad  
t i m e  b a s i s ,  and the  e l a p s e d  t i m e  b e t w e e n  the  ob l iga t ion  and the  
e x p e n d i t u r e  of the m o n e y  is  r e l a t i v e l y  s h o r t .  

F i f th ,  a new t e c h n i q u e  of p a r t i a l  f i nanc ing  or  " i n s t a l l m e n t  b u y -  
ing"  was  i n t r o d u c e d  d u r i n g  the  y e a r .  Th is  is  r a t h e r  i nvo lved  and 
c o n t r o v e r s i a l  and I s h a l l  not  a t t e m p t  to d i s c u s s  it  at  t h i s  t i m e .  It 
i s  s u f f i c i e n t  to say  tha t  p a r t i a l  f i nanc ing  a c c e l e r a t e s  e x p e n d i t u r e s  in 
r e l a t i o n  to a g iven  v o l u m e  of o b l i g a t i o n s .  

Sixth,  p r i c e s  and w a g e s  i n c r e a s e d  s i g n i f i c a n t l y  d u r i n g  the  y e a r .  
It i s  i m p o s s i b l e  to i s o l a t e  f r o m  d e s i g n  and e n g i n e e r i n g  c h a n g e s  the  
e x a c t  i m p a c t  of t h e s e  i n c r e a s e s  on d e f e n s e  e x p e n d i t u r e s ,  but  we 
know tha t  t h e s e  i n c r e a s e s  e n t e r  in to  the  p r i c e s  of v i r t u a l l y  e v e r y -  
th ing  we buy,  be  i t  goods  or  s e r v i c e s .  The B u r e a u  of L a b o r  
S t a t i s t i c s  w h o l e s a l e  p r i c e  index  i n c r e a s e d  2 . 8  p e r c e n t  d u r i n g  f i s c a l  
y e a r  1957. The  D e p a r t m e n t  of C o m m e r c e  index  of c o n s t r u c t i o n  
c o s t s  i n c r e a s e d  3 .8  p e r c e n t  and the  N a v y ' s  i ndex  of s h i p b u i l d i n g  
c o s t s  i n c r e a s e d  7 .3  p e r c e n t .  A v e r a g e  g r o s s  h o u r l y  w a g e s  in t he  
d u r a b l e  goods  i n d u s t r i e s  i n c r e a s e d  4 .8  p e r c e n t  d u r i n g  the  y e a r .  

Seven th ,  m o r e  p r o g r a m  was  p l anned  or  put u n d e r  way  than  
we could  pay fo r  wi th  $38 b i l l i o n .  

Had it not  b e e n  fo r  c e r t a i n  o f f s e t t i ng  r e d u c t i o n s  in  o t h e r  F e d e r a l  
e x p e n d i t u r e s  and s o m e w h a t  g r e a t e r  than  a n t i c i p a t e d  r e v e n u e s ,  the  
o v e r r u n  in D e f e n s e  D e p a r t m e n t  e x p e n d i t u r e s  would  h a v e  w i p e d  out 
t he  p l a n n e d  budge t  s u r p l u s  f o r  f i s c a l  y e a r  1957. As  i t  t u r n e d  out,  
the  G o v e r n m e n t  s u c c e e d e d  in  end ing  the  y e a r  wi th  a m o d e s t  s u r p l u s  
of $ 1 . 6  b i l l i o n .  

But  our  t r o u b l e s  d id  not  end  wi th  the  c l o s e  of f i s c a l  y e a r  1957. 
E x p e n d i t u r e s  in t he  s e c o n d  h a l f  of tha t  f i s c a l  y e a r  w e r e  r u n n i n g  
at an annua l  r a t e  of $40 b i l l i o n  and s h o w i n g  e v e r y  s ign  of go ing  



h i g h e r  in f i s c a l  y e a r  1958. Our  p r o b l e m  was  f u r t h e r  c o m p l i c a t e d  
by the  d e c i s i o n  not  to a sk  the  C o n g r e s s  fo r  a con t i nua t i on  of the  
t e m p o r a r y  i n c r e a s e  in the  publ ic  deb t  c e i l i n g .  As s o m e  of you m a y  
know, the  t e m p o r a r y  $3 b i l l i o n  i n c r e a s e  in the deb t  l i m i t  e x p i r e d  
as of 30 June  1957, l e a v i n g  the  deb t  c e i l i n g  at $275 b i l l i o n .  S ince  
G o v e r n m e n t  r e v e n u e s  n o r m a l l y  fa l l  s h o r t  of r e c e i p t s  p r i o r  to M a r c h  
or  A p r i l  of the  f i s c a l  y e a r ,  w h e n  the heavy  i n c o m e  tax p a y m e n t s  a r e  
m a d e ,  the  T r e a s u r y  is  f o r c e d  to b o r r o w  d u r i n g  tha t  p e r i o d .  At the  
p r e s e n t  t i m e  the  deb t  is  l e s s  than  a b i l l i o n  d o l l a r s  be low the  l e g a l  
l i m i t  and the  T r e a s u r y ' s  o p e r a t i n g  c a s h  b a l a n c e  s t a n d s  at about ;  
$ 3 . 5  b i l l i on ,  a r e l a t i v e l y  low l e v e l  c o n s i d e r i n g  the  s i z e  of the  
G o v e r n m e n t ' s  o p e r a t i o n s .  The s i t ua t i on  wi l l  ge t  c o n s i d e r a b l y  w o r s e ,  
p a r t i c u l a r l y  in J a n u a r y ,  F e b r u a r y  and M a r c h  of nex t  y e a r ,  at w h i c h  
t i m e  the  deb t  i s  e x p e c t e d  fo r  a l l  p r a c t i c a l  p u r p o s e s  to be  up to  the  
l ega l  l i m i t ,  and the  T r e a s u r y ' s  o p e r a t i n g  c a s h  b a l a n c e  s i g n i f i c a n t l y  
l o w e r  than  the  c u r r e n t  l e v e l .  Th i s  l e a v e s  the  T r e a s u r y  wi th  v i r -  
t ua l ly  no m a r g i n  to  m e e t  u n e x p e c t e d  c o n t i n g e n c i e s ,  and v i r t u a l l y  
no " e l b o w r o o m "  to m a n a g e  the  deb t  in an o r d e r l y  m a n n e r  or  to t ake  
a d v a n t a g e  of a f a v o r a b l e  t u r n  in the  G o v e r n m e n t  s e c u r i t i e s  m a r k e t .  

U n d e r  t h e s e  c i r c u m s t a n c e s  it  i s  i m p e r a t i v e  tha t  a l l  G o v e r n m e n t  
D e p a r t m e n t s  and  A g e n c i e s  m u s t  m a k e  e v e r y  e f fo r t  to  o p e r a t e  w i th in  
the  e x p e n d i t u r e  e s t i m a t e s  c o n t a i n e d  in the  P r e s i d e n t ' s  f i s c a l  y e a r  
1958 b u dge t ,  e s p e c i a l l y  d u r i n g  the  c r i t i c a l  p e r i o d ,  N o v e m b e r -  
F e b r u a r y .  Tha t  is  why the  D e p a r t m e n t  of D e f e n s e  was  d i r e c t e d  and 
h a s  m a d e  s u c h  a v i g o r o u s  e f fo r t  to r e d u c e  e x p e n d i t u r e s  d u r i n g  the  
c u r r e n t  f i s c a l  y e a r .  You  a r e  no doubt  a w a r e  of the  v a r i o u s  a c t i o n s  
t a k e n - - t h e y  have  b e e n  w e l l  p u b l i c i z e d .  O v e r a l l  t h e s e  m e a s u r e s  
have  m e t  wi th  s o m e  s u c c e s s .  E x p e n d i t u r e s  fo r  m i l i t a r y  f u n c t i o n s  
d u r i n g  the  f i r s t  q u a r t e r  of the  c u r r e n t  f i s c a l  y e a r  to ta l  $9. 768 
b i l l i o n .  C o n v e r t e d  to an annua l  r a t e  on a s t r a i g h t  m o n t h l y  b a s i s ,  
t h i s  a m o u n t e d  to  about  $39 .1  b i l l i o n .  T h i s  c o m p a r e s  w i th  the  
budge t  e s t i m a t e  of $38 b i l l i o n  fo r  f i s c a l  y e a r  1958 and a s p e n d i n g  
r a t e  of $40 b i l l i o n  d u r i n g  the  l a s t  ha l f  of f i s c a l  y e a r  1957. 

It m a y  not  be  p o s s i b l e  fo r  the  D e f e n s e  D e p a r t m e n t  to s t ay  w i t h -  
in i t s  goa l  fo r  the  f i r s t  ha l f  y e a r - - $ 1 9  b i l l i o n - - w i t h o u t  t a k i n g  a c -  
t i ons  w h i c h  m i g h t  h a r m  v i t a l  e l e m e n t s  of the  m i l i t a r y  p r o g r a m  or  
e n c o u r a g e  the  u s e  of u n b u s i n e s s l i k e  p r a c t i c e s .  R a t h e r  than  t ake  
s u c h  a c t i o n s  the  P r e s i d e n t  has  p e r m i t t e d ,  and the  T r e a s u r y  i s  
m a k i n g  the  n e c e s s a r y  a r r a n g e m e n t s  to f i n a n c e ,  a d d i t i o n a l  d e f e n s e  
e x p e n d i t u r e s  of up to  $400 m i l l i o n  t h r o u g h  the  end  Of th i s  c a l e n d a r  
y e a r .  

10 
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I b e l i e v e  the f i s c a l  y e a r  1958 e x p e n d i t u r e  p r o b l e m  wi l l  be  
b r o u g h t  u n d e r  c o n t r o l ,  but  the  f i n a n c i a l  p r o b l e m  o v e r  the nex t  few 
y e a r s  w i l l  r e m a i n  d i f f i cu l t .  E v e n  if d e f e n s e  e x p e n d i t u r e s  a r e  
he ld  about  the  p r e s e n t  l e v e l ,  t o t a l  F e d e r a l  e x p e n d i t u r e s  by 1960 a c -  
c o r d i n g  to s o m e  e s t i m a t e s  could  r e a c h  a l m o s t  $78 b i l l i o n  a y e a r .  
B u d g e t  r e c e i p t s  fo r  f i s c a l  y e a r  1960, wi th  no r e d u c t i o n  in c u r r e n t  
tax r a t e s ,  could  r e a c h  $80 b i l l i o n  a y e a r ,  p r o d u c i n g  a s m a l l  s u r p l u s  
of abou t  $2 b i l l i o n .  Th i s  p r o j e c t e d  s u r p l u s ,  h o w e v e r ,  i s  b a s e d  on 
the a s s u m p t i o n  of u n i n t e r r u p t e d  e c o n o m i c  g r o w t h .  In the l igh t  of 
the  p r e s e n t  b u s i n e s s  s i t ua t i on ,  th i s  m a y  be  a r a t h e r  o p t i m i s t i c  a s -  
s u m p t i o n .  If a m i l d  r e c e s s i o n  on the  o r d e r  of tha t  w h i c h  o c c u r r e d  
in 1953-1954 is  a s s u m e d ' ,  F e d e r a l  r e v e n u e s  in f i s c a l  y e a r  1960 
cou ld  a m o u n t  to only  $74 b i l l i o n  c o m p a r e d  wi th  $78 b i l l i o n  of e x -  
p e n d i t u r e s ,  thus  p r o d u c i n g  a $4 b i l l i o n  d e f i c i t .  

Nobody can  wi th  c e r t a i n t y  p r e d i c t  b u s i n e s s  c o n d i t i o n s  o v e r  the  
nex t  few m o n t h s - - l e a s t  of a l l  o v e r  the next  few y e a r s .  I m e n t i o n  
t h e s e  b u d g e t  p r o j e c t i o n s  s i m p l y  to i n d i c a t e  how t e n u o u s  is  the b a s i s  
fo r  a tax  cut  in the  n e a r  f u t u r e  and how doubt fu l  the p r o s p e c t s  a r e  
fo r  a s u b s t a n t i a l  i n c r e a s e  in d e f e n s e  e x p e n d i t u r e s .  It i s  qui te  
a p p a r e n t  tha t  d e f e n s e  e x p e n d i t u r e s  in e x c e s s  of $50 b i l l i o n  a y e a r  
a r e  j u s t  not  in the  c a r d s .  

E v e n  wi th  the m o s t  o p t i m i s t i c  a s s u m p t i o n s  wi th  r e s p e c t  to 
f u t u r e  e c o n o m i c  g r o w t h  and the  a s s u m p t i o n  of no tax  cut  o v e r  the  
nex t  s e v e r a l  y e a r s ,  d e f e n s e  e x p e n d i t u r e s  of t h i s  m a g n i t u d e  would  
a g a i n  p l a c e  the  G o v e r n m e n t  w e l l  in the  r e d .  Budge t  d e f i c i t s  at  
t h i s  t i m e  cou ld  be  v e r y  d a n g e r o u s  to the  f i n a n c i a l  and ecor~omic 
s t a b i l i t y  of t h i s  c o u n t r y ,  and i n d e e d  to the  e n t i r e  f r e e  w o r l d .  The  
Uni t ed  S t a t e s  i s  the  k e y s t o n e  of the  e c o n o m i c  s t r u c t u r e  of the  e n -  
t i r e  f r e e  w o r l d  w h i c h  is  a l r e a d y  s e r i o u s l y  s t r a i n e d  b y  the  f o r c e s  
of i n f l a t i on ,  A m a j o r  e c o n o m i c  d i s l o c a t i o n  in the  Un i t ed  S t a t e s  at 
th i s  t i m e - - e i t h e r  on the  d e f l a t i o n a r y  o r  i n f l a t i o n a r y  s i d e - - w o u l d  
e n t a i l  v e r y  s e r i o u s  r i s k s  to the e c o n o m i c  s t a b i l i t y  of the  e n t i r e  f r e e  
w o r l d .  

It wou ld  s e e m ,  t h e r e f o r e ,  tha t  the  D e p a r t m e n t  of D e f e n s e  to 
be  r e a l i s t i c  m u s t  p l an  on a f u t u r e  l e v e l  of e x p e n d i t u r e s  not  f a r  
d i f f e r e n t  t han  the p r e s e n t .  Th i s  m e a n s  tha t  the  D e f e n s e  D e p a r t m e n t  
as  a t e a m  m u s t  d e v o t e  i t s  b e s t  e f f o r t s  to d e v e l o p i n g  a good $38 
to $39 b i l l i o n  d e f e n s e  p lan .  
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It would  a p p e a r  tha t  the  only p r a c t i c a b l e  way  in wh ich  we can  
con t inue  to c a r r y  the  h e a v y  b u r d e n  of d e f e n s e  wi thou t  i m p a i r i n g  our  
fu tu re  e c o n o m i c  s t r e n g t h  i s  to weed  out r u t h l e s s l y  the  o b s o l e t e  and 
o b s o l e s c e n t  and c o n c e n t r a t e  our  r e s o u r c e s  on t h o s e  f o r c e s  and 
w e a p o n s  wh ich  r e a l l y  c o n t r i b u t e  to m i l i t a r y  s t r e n g t h  in t h i s  e r a  of 
r a p i d l y  e v o l v i n g  t e c h n o l o g y .  In the  p r o c e s s  of c o n s t a n t l y  r e a l l o c a t -  
ing r e s o u r c e s  fo r  d e f e n s e ,  c e r t a i n  b a s i c  p r i n c i p l e s  a r e  c l e a r l y  
app l i cab le :  F i r s t ,  fu l l  we igh t  m u s t  be  g i v e n  to the  g r e a t e r  c o m b a t  
c apab i l i t y  of new w e a p o n s  s y s t e m s .  When  fou r  b a t t a l i o n s  of A r m y  
C O R P O R A L  m i s s i l e s  equ ipped  wi th  n u c l e a r  w a r h e a d s  a r e  e q u i v a l e n t  
in  f i r e p o w e r  to a l l  the  a r t i l l e r y  e m p l o y e d  in  W o r l d  War  II, and w h e n  
one t h inks  of the  d e s t r u c t i v e  p o w e r  tha t  can  be  c a r r i e d  by one A i r  
F o r c e  B - 5 2  b o m b e r ,  i t  i s  r e a s o n a b l e  to a s s u m e  tha t  s o m e  r e d u c t i o n  
can  be  m a d e  in n u m b e r s  of m i l i t a r y  un i t s .  

Second ,  a p r o p e r  b a l a n c e  m u s t  at  a l l  t i m e s  be  m a i n t a i n e d  b e -  
t w e e n  n u m b e r s  of m e n  and m o d e r n i z a t i o n  of e q u i p m e n t .  As  n u m b e r s  
of m i l i t a r y  un i t s  d e c l i n e ,  n u m b e r s  of m i l i t a r y  p e r s o n n e l  on a c t i v e  
duty  wi l l  a l s o  d e c l i n e .  The D e p a r t m e n t  of D e f e n s e  w i l l  h a v e  to  c o n -  
t inue  i t s  e f f o r t s  to hold  down e x p e n d i t u r e s  fo r  peop le  and f a c i l i t i e s  
and to  k e e p  o p e r a t i o n  and m a i n t e n a n c e  c o s t s  in l ine ,  so  tha t  e x -  
p e n d i t u r e s  fo r  the  d e v e l o p m e n t  and p r o d u c t i o n  of new w e a p o n s  can  
be  m a i n t a i n e d  or  e v e n  i n c r e a s e d  in fu tu re  y e a r s .  

T h i r d ,  i n c r e a s i n g  a t t e n t i o n  wi l l  have  to be g i v e n  to the  o v e r -  
l app ing  of new,  old and i n t e r m e d i a t e  w e a p o n s  s y s t e m s .  The  c a n -  
c e l l a t i o n  of the  NAVAHO long r a n g e ,  and TRITON m e d i u m  r a n g e ,  
" a i r b r e a t h i n g "  m i s s i l e s  r e c e n t l y  a n n o u n c e d  a r e  e x a m p l e s  of wha t  
m u s t  be  done  in th i s  a r e a .  Both  of t h e s e  m i s s i l e s  a r e  o v e r l a p p e d  
by old and new s y s t e m s - - t h e  NAVAHO by the  o l d e r  SHARK " a i r -  
b r e a t h i n g "  m i s s i l e  now in p r o d u c t i o n  and by the  n e w e r  i n t e r c o n -  
t i n e n t a l  b a l l i s t i c  m i s s i l e ,  ATLAS,  now in an a d v a n c e d  s t age  of 
d e v e l o p m e n t .  The TRITON is  o v e r l a p p e d  by the  o l d e r  " a i r b r e a t h i n g "  
REGULUS II and by the  n e w e r  POLARIS.  

F o u r t h ,  r e l a t e d  to th i s  p r o b l e m  is the  n e e d  for  g r e a t e r  s e l e c -  
t i v i t y  a m o n g  weapons  s y s t e m s  p lanned  fo r  the  s a m e  t i m e  p e r i o d .  
We cannot  a f fo rd  too m a n y  p a r a l l e l  a p p r o a c h e s ,  e x c e p t  in the  m o r e  
c r i t i c a l  a r e a s .  One of t h e s e  c r i t i c a l  a r e a s  is  the  b a l l i s t i c  m i s s i l e .  
H e r e  we have  not  only u n d e r t a k e n  p a r a l l e l  a p p r o a c h e s  to  the co rn - "  
p le te  w e a p o n s  s y s t e m ,  but  p a r a l l e l  a p p r o a c h e s  wi th in  w e a p o n s  
S y s t e m s .  B e c a u s e  of the  m u l t i p l e  a p p r o a c h  adop ted  in the d e v e l o p -  
m e n t  of t h e s e  i m p o r t a n t  w e a p o n s ,  the  t i m e  wi l l  c o m e  w h e n  a 
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d e c i s i o n  wi l l  have  to  be  m a d e  b e t w e e n  c o m p e t i n g  s y s t e m s .  The  
d e c i s i o n  b e t w e e n  the  A r m y ' s  J U P I T E R  and the  A i r  F o r c e ' s  THOR 
i n t e r m e d i a t e  r a n g e  b a l l i s t i c  m i s s i l e s  is  one of t h e s e .  

F i f th ,  to m a i n t a i n  a l e v e l  d e f e n s e  p r o g r a m  of about  $38 to $39 
b i l l i o n  a y e a r  w i l l  r e q u i r e  m o r e  than  the  $36 b i l l i o n  a p p r o p r i a t e d  by  
C o n g r e s s  fo r  Fir  1957. F o r  a l l  p r a c t i c a l  p u r p o s e s  c a r r y o v e r  funds  
wi l l  be  fu l ly  u s e d  up by the  end  of th i s  f i s c a l  y e a r .  T h e r e a f t e r ,  
new ob l iga t ion  a u t h o r i t y  wi l l  have  to a p p r o x i m a t e  the p l a n n e d  l e v e l  
of e x p e n d i t u r e .  

The  p r o p e r  a p p l i c a t i o n  of t h e s e  p r i n c i p l e s  m a y  r e q u i r e  s o m e  
c h a n g e s  in  the  s t r a t e g i c  t h i n k i n g  of s o m e  of us ,  but  it i s  a p r o b l e m  
w h i c h  can  no l o n g e r  be s i d e s t e p p e d .  It should  be  f aced  s q u a r e l y  
at the  m i l i t a r y  p lann ing  l e v e l  and not  lef t  fo r  so lu t i on  at  the b u d g e t  
r e v i e w  s t a g e .  The  Pub l i c  P r i n t e r  i s  an i n f l ex ib l e  t y r a n t  and b u d g e t  
d e a d l i n e s  m u s t  be  m e t .  Al l  the  i s s u e s  wh ich  a r e  s l o u g h e d  o v e r  in  
the  e a r l i e r  s t a g e s  of our  p l a n n i n g - p r o g r a m i n g - b u d g e t i n g  c y c l e  m u s t  
be  d e c i d e d  fo r  b e t t e r  or  w o r s e  in the  f ina l  budge t  r e v i e w .  

I th ink  it i s  c l e a r  f r o m  a l l  tha t  I have sa id  tha t  e c o n o m y  and 
e f f i c i e n c y  t h r o u g h o u t  the  d e f e n s e  e s t a b l i s h m e n t ,  w h i c h  shou ld  be  
our  goa l  in any  even t ,  i s  an a b s o l u t e  n e c e s s i t y  today .  T h e r e  a r e  
a c t u a l l y  t h r e e  d i f f e r e n t  l e v e l s  of e c o n o m y  in m i l i t a r y  a f f a i r s :  
E c o n o m y  in f o r c e s ,  wh ich  i s  the  job of the  J o i n t  C h i e f s  of Staff  
and h i g h e r  e c h e l o n s ;  e c o n o m y  in p r o g r a m i n g ,  w h i c h  i s  the  job of 
the  d e p a r t m e n t a l  h e a d q u a r t e r s ;  and e c o n o m y  in the  d a y - t o - d a y  
o p e r a t i o n s  of the  D e f e n s e  D e p a r t m e n t ,  w h i c h  is  the  job of e a c h  and 
e v e r y  one of us .  P a r t i c u l a r l y  at t h i s  t i m e ,  when  the  publ ic  and 
the  C o n g r e s s  a r e  b e c o m i n g  r e s t l e s s  u n d e r  the  a d m i t t e d l y  h e a v y  
b u r d e n  of the  d e f e n s e  p r o g r a m ,  any c a s e  of i n e f f i c i e n c y  or  w a s t e ,  
no m a t t e r  how t r i v i a l ,  can  c o s t  us  d e a r .  In t h e i r  p r e s e n t  m o o d ,  
peop le  t end  to s e i z e  on t h e s e  i s o l a t e d  i n s t a n c e s  and g e n e r a l i z e  
t h e m  as  g l a r i n g  e x a m p l e s  of w a s t e  t h r o u g h o u t  the  who le  D e p a r t m e n t .  
So we have  a s e l f i s h  as  w e l l  a s  a p a t r i o t i c  r e a s o n  fo r  do ing  the  k ind  
of job tha t  w i l l  m e r i t  the  c o n t i n u e d  c o n f i d e n c e  and suppo r t  of the  
peop l e  of t h i s  c o u n t r y  fo r  an a d e q u a t e  d e f e n s e  p r o g r a m  fo r  t he  
long  pul l .  

(14 F e b  1958- -4 ,  2 0 0 ) B / m g a : s g h  
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