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The Department of Defense budget 
for Fiscal Year (FY) 1976 reflects the 
resolve of the President to maintain the 
Defense structure in such a posture 
that the United States can fulfill its ob- 
jectives of peace, mutual security, and 
international stability. The role that the 
United States plays in the world re- 
quires that we, along with our Allies, 
maintain military equilibrium through 
effective balancing of strategic and 
conventional forces with potential ad- 
versaries. 

In terms of real purchasing power, 
the Defense budget has declined 
sharply in recent years. Substantial re- 
ductions have been made both in 
terms of manpower and force struc- 
ture. By most measures of compari- 
son, the Defense establishment has 
been reduced below pre-Vietnam 
levels. Administration initiatives to 
maintain military readiness within 
lower funding levels have been com- 
plicated by large Congressional reduc- 
tions in budget requests and, even 
more significantly, by the impact of in- 
flation. 

The FY 1976 budget represents a 
conscious effort on the part of the Pres- 
ident to reverse the erosion of DoD 
purchasing power. Although it is still 
well below the real-term FY 1976 levels 
projected in last year’s President's 
budget, it does reflect program growth 
from the significantly depressed FY 
1975 funding level. 

FY 1975 supplemental and 
amended requests are included in the 
Defense totals for additional assis- 
tance to the Governments of South 
Vietnam and Cambodia. This involves 
$300 million for Defense assistance to 
South Vietnam and $222 million in 
military assistance for Cambodia. 
Since December, North Vietnam has 
escalated its military attacks against 
South Vietnam. In Cambodia, too, 
Communist forces have pressed new 
assaults. The Administration, in these 
situations, feels an obligation to pro- 
vide the material support necessary to 
South Vietnam and Cambodia to per- 
mit them to defend themselves 
adequately. 



The charts included in this issue of 
Commanders Digest provide more de- 
tailed data of the FY 1975 supplemen- 
tals and amendment and the FY 1976 
budget request. They contain also the 
specifics of the Department of Defense 
request for the three-month period be- 
ginning July 1, 1976 and ending Sep- 
tember 30, 1976. This three-month 
period will provide a transition to the FY 1976 Department of Defense Budget 
new fiscal year prescribed by the Con- 
gressional Budget Act of 1974 (P.L. FINANCIAL SUMMARY 
93-344 of July 12, 1974). 

As required also by the Congres- By Program, Component and Budget Title 
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proposals involving the Naval Pet- 
roleum Reserve. The total budget re- 
quest of $89 billion for FY 1975 is still 
approximately $4.9 billion below the 
amount previously requested for this 
fiscal year. 

The FY 1976 budget request for total 
obligational authority ((TOA) is $104.7 
billion, an increase of $15.7 billion over 
FY 1975. This increase is required in 
large measure to cover pay raises and 
inflation. Also, it includes $2.3 billion 
necessary to cover increased costs for 
ships approved by the Congress in FY 
1975 and prior years, largely due to 
unforeseen inflation. This involves no 

new program and no additional ship- 
building for FY 1976. 

While this sort of problem has arisen 
in many areas, it is much greater in the 
shipbuilding program because of the 
extremely long leadtimes involved. An 
underestimate of inflation rates for 
ships can cause a funding problem that 
is many times greater than for systems 
with shorter leadtimes due to the ef- 
fects of compounding over many 
years. The overall TOA increase does, 
however, reflect program growth. 

While the FY 1976 budget request is 
higher in current prices than the projec- 
tion of a year ago, itis still considerably 
lower in terms of real buying power. 

Real resource availability is sharply 
down in FY 1975 and will decline 
somewhat more in FY 1976. The real 
increase in TOA then will not result ina 
significant improvement in the Defense 
resource picture until the years follow- 
ing FY 1976. As a matter of informa- 
tion, the chart on page 7 compares the 
impact of inflation for the period FY 
1973 through FY 1976 with the esti- 
mate of a year ago. 

The budget request for the Transi- 
tion Period is $24.6 billion for total obli- 
gational authority. The request for this 
period is based upon amounts required 
to continue ongoing programs during 
the transition to the new fiscal year 
which will be on an October through 
September basis beginning October 1, 
1976. Aside from the fact that no new 
program initiatives will be proposed, 

this three-month period will bear all of 
the characteristics of a fiscal year and 
DoD will provide to the Congress the 
specific details required to support au- 
thorization as well as appropriation re- 
quests. 

For the period of FY 1977-FY 1980, 
Defense total obligational authority is 
projected to rise at about 2 per cent per 
year in terms of real purchasing power, 
in order to provide for selective im- 
provements and to take advantage of 
changes in technology. The Presi- 
dent's budget contains projections of 
budget authority which relate to TOA 
estimates of $116.6 billion, $127.8 bil- 

lion, $138.3 billion, and $147.9 billion 
respectively. 

Outlays 
FY 1975 outlays are currently esti- 

mated at $84.8 billion. The President's 
estimate of $83.2 billion contained in 
his budget restraint message was 
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The Air Force’s record-breaker, 
the F-15 Eagle, lifts off the 
runway at Grand Forks Air Force 
Base, North Dakota. The aircraft 
unofficially broke all existing 
world time-to-climb records 
during test operations. The 
eight records were previously 
held by the Soviet Union and the 
U.S Navy. 

based upon the original FY 1975 esti- 
mates adjusted only for Congressional 

action and for the specific proposals 
contained in his restraint package. The 
$84.9 billion outlay estimate is based 
upon actual program execution 
through December 1974 for the re- 
mainder of the approved programs. 

FY 1976 outlays are estimated at 
$92.8 billion. At this level, Defense con- 
tinues to decline as a percentage of the 
total Federal budget from 26.1 per cent 
in FY 1975 to 25.7 percent in FY 1976. 
Defense outlays continue for the third 
consecutive year to represent less 
than 6 per cent of the Gross National 
Product (GNP). The percentage for the 
pre-Vietnam War year of FY 1964 was 
8.3 per cent. A fiscal year 1976 budget 
at this share of the GNP would total 
approximately $132 billion in 
outlays—about $40 billion higher than 
the FY 1976 estimate. The Defense 
request represents 16.3 per cent of net 
public spending, continuing to decline 
from the FY 1975 level of 16.8 per cent. 

For the Transition Period, outlays 
are projected at $25.4 billion. 

For the period of FY 1977-FY 1980, 
the President's budget contains outlay 
projections of $104.0 billion, $119.0 bil- 

lion, $130.0 billion, and $140.0 billion 
respectively. 

Major Budget Changes 
The increase related to military per- 

sonnel funding requirements is sub- 
stantially all for increased pay and al- 
lowances. In terms of constant dollars, 
there is actually a reduction of $433 
million in this Title related to reduced 
strength levels and reduced profi- 
ciency pay and bonus payment pro- 
grams. With respect to the latter item, 
the budget continues the President's 
FY 1975 budget restraint initiative 
which prescribes the payment of selec- 
tive reenlistment bonuses on an in- 
stallment basis rather than alump sum 
basis. 

The requirements for retired pay 
continue to increase in FY 1976 to a 
new aggregate level of $6.9 billion. An 
increase of approximately 57,000 av- 
erage retired strength is projected for 
FY 1976. 

While a substantial portion of the 
budget request for operation and 
maintenance relates to pay increases 
and purchase inflation, there is real 
program growth of $652 million plan- 
ned for areas which will contribute to 
materiel and personnel readiness. In- 
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creases have been budgeted for air 
operations, real property maintenance, 
ship alterations and maintenance, and 
other depot maintenance. 

In the Procurement Title, as has 
been indicated, $2.3 billion is included 
to cover increased costs for ships ap- 
proved by Congress in FY 1975 and 
prior years. Adjusting for this and for 
inflation from FY 1975 to FY 1976, 
there is a real increase of about $2.5 
billion. The production rates for the 
A-10 and the F-15 aircraft programs 
are continuing to build up in FY 1976. 
increased investment is programmed 
for aircraft modifications and for pro- 
curement of aircraft spare parts and 
war reserve requirements. 

The Trident missile procurement 
funding in FY 1976 highlights the initial 
large investment toward production of 
this new missile system. Continued 
emphasis is being given to the Army's 
tank requirements, and additional 
quantities of the M60A1 are pro- 
grammed in FY 1976. Emphasis is 
being given also to the Navy's ship- 
building program, and $1.5 billion is 
included in the request for the pro- 
curement of 10 patrol frigates, 2 de- 
stroyer tenders, and 2 fleet oilers. 

Compensating in part for increases 
in the weapons system acquisition 
area are reduced requirements in the 
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budget for programs such as the 
F-14A aircraft and the Trident sub- 
marine programs. Increases have 
been programmed to improve our in- 
ventories of munitions, spares, repair 
parts and other support equipment with 
the objective of increasing the readi- 
ness posture of our forces. 

While approximately $700 million of 
the increased Research, Develop- 
ment, Test and Evaluation request is 
required for pay increases, and pur- 
chase inflation, there is a constant dol- 
lar growth of about $1 billion. This in- 
crease is associated with a number of 
major weapon systems projects such 
as Trident missile, Air Force and Navy 
Cruise Missile programs, and the B-1 
Bomber program, plus continued em- 
phasis on systems in development 
such as the air combat fighter program 
which enters full scale development. It 
reflects also continued emphasis on 
research and exploratory develop- 
ment. 

‘Real increases of over $800 million 
have been programmed in military 
construction for continued emphasis 
on replacing and upgrading troop hous- 
ing, modernizing health facilities, and 
sheltering in-place dual based and 
rapid reaction aircraft in Europe. Also, 
construction of support facilities for the 
Trident submarine program and the 
second phase of construction of the 
Uniformed Services University for the 
Health Sciences are programmed at a 
higher level in FY 1976. 

The programs for family housing, 
Civil Defense, and military assistance 
remain relatively constant in FY 1976. 
The military assistance request in- 
cludes $1.293 billion for Defense as- 
sistance to South Vietnam. 

Forces and Personnel 
Strategic missile forces do not 

change in total. The Minuteman mod- 
ernization program will be completed in 
FY 1975 and the conversion of Polaris 
to Poseidon submarines continues in 
FY 1976. By the end of FY 1976, the 
force will consist of 450 Minuteman II 
missiles, 550 Minuteman III missiles, 
13 Polaris submarines, and 28 
Poseidon submarines. Also, 54 Titan Il 
missiles are retained. 

The total number of strategic bomb- 
ers remains unchanged, but the B-52 
force has been reorganized into one 
less squadron at 22. The FB-111 
squadrons remain constant at 4. 

The manned fighter interceptor 
squadron force will be maintained at 6 
F-106 squadrons. 

During FY 1975 and FY 1976, the 
Army will add three divisions to its ac- 
tive force structure. This will be ac- 
complished within an active force 
strength level of 785,000 by converting 
support elements to combat elements, 
continuing the effort to improve the 
so-called “tooth-to-tail” ratio. 

Three Marine Corps active divisions 
are continued in FY 1976. 

The Air Force active fighter force is 
maintained at 22 wings. There is, how- 
ever, a reduction of one F-4 squadron 
and two A-7 squadrons with the intro- 
duction of the first two F-15 squadrons 
into the force. The majority of aircraft 
from the squadron reductions will be 
given to the Air National Guard for con- 
tinued modernization of their force. 

Navy attack wings will be decreased 
from 14 to 13, and two attack carriers 
(Hancock and Oriskany) will be drop- 
ped from the active forces, leaving 13 
in the force. 

The nuclear attack submarine force 
will increase from 64 to 68 through the 
introduction of 5 new nuclear sub- 
marines and the retirement of 1 
(Halibut). The reduction of 4 warships 
is due to 7 new construction gains and 
1 completed conversion, offset by the 
retirement of 12 ships. 

The reduction of 1 amphibious as- 
sault ship results from the introduction 
of the initial two ships of the LHA class 
offset by the retirement of one am- 
phibious cargo ship and two amphibi- 
ous transport ships. 

There is no change in the C-5A and 
C-141 force structure from FY 1975 to 
FY 1976. 

The increase of three ships to the 
sealift forces reflects the addition of 
three oilers to the Military Sealift Com- 
mand. 

Total Defense direct military and 
civilian employment at the end of FY 
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1976 will be 3,085,000. This repre- 
sents a further reduction of 38,000 
below the end FY 1975 strength. It is ANNUAL INFLATION RATES 
635,000 below the FY 1964 strength 
and 1,749,000 below the peak-war FY 
1968 level. CONSUMER WHOLESALE INFLATION ON 
Military personnel strengths con- PRICE PRICE GNP DEFENSE BUDGET 

tinue to decrease in total. The reduc- aes =— ee ea 
tion of 7,000 in the Navy represents FY 1973 TO FY 1974 9.0% 16.1% 8.1% 9.4% 11.0% 

lower force level manning require- FY 1974 TO FY 1975 11.9% 18.3% 11.3% 13.3% 
ments, while the reduction of 22,000 in 
the Air Force represents reduced over- 
seas deployments and force realign- 
ments. DEFENSE FORECAST, FEBRUARY 1974 

The reduction of 10,000 in civilian 
employment is net of increases for im- *Based on unofficial forecast after January 1975 

proved combat readiness involving 
naval shipyards, reserve and guard 
technicians and Army maintenance 
depots, offset by decreases related to 
the base realignment actions, an- 
nounced on November 22, 1974, are- 
duction in the level of employment at 
RDT&E activities, and reductions in 
in-house Air Force depot maintenance 
workload. 

Defense-related industry employ- 
ment will continue to decline in FY 

FY 1975 TO FY 1976 9.5% 4.1% 9.0% 99% 8.4% 

COMPOUND TOTAL, FY 1973-76 31.2% 36.3% 

iw 

The U.S. Navy attack aircraft carrier USS 
John F. Kennedy departs Norfolk Naval 
Shipyard, Portsmouth, Virginia. A pair of U.S. 
Army M-60 tanks advance in a field near a 
German town during Reforger 74 exercises. 
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1976, and Defense manpower (direct 
and industry-related) will take only 4.8 
per cent of the total labor force in FY 
1976. The FY 1964 percentage was 
8.1 per cent, rising to 9.7 per cent at the 
peak of the Southeast Asia War. 
Summary , 

The FY 1976 Defense Budget pro- 
vides for maintaining Defense pre- 
paredness in the interest of ensuring 
peace and international stability. 

As Secretary of Defense James R. 
Schlesinger has stated: “Maintenance 
of a worldwide military equilibrium is 
essential to the American society as 
we know it today. An equilibrium of 

force is as vital in undergirding detente 
as it is indispensable in a period of 
tension. If we are to abandon the main- 
tenance of a worldwide military bal- 
ance, it should be done consciously 
with full understanding of the long- 
term consequences, rather than un- 
consciously because of generalized 
discontent or the neglect of the con- 
sequences of inflation.” 

There is an increase in real purchas- 
ing power reflected in the budget in an 
effort to reverse the trends which have 
resulted in sharp declines in recent 

years. A continuation of the present 
trends raises a real threat to the 
maintenance of a worldwide military 
equilibrium. While the request is still 
below the levels contemplated in last 
year’s budget, it is a step in the direc- 
tion which should result in significant 
improvements in the Defense resource 
picture in the years subsequent to FY 
1976. 
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