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Ser 208
20 February 1975

MEMORANDUM FOR ADMIRAL HOLLOWAY
Subj: Senator McClellan on Defense Spending
Ref: (a) Comment Sheet 0237

l. McClellan drew on data provided by 0SD to put the defense
budget in proper perspective. His theme is essentially the
same one Schlesinger has been hammering recently: the defense
budget represents historic lows by most reasonable measures;
we must reverse the erosive trend and start to put some very
modest real growth back into the budget if we are to maintain
balance with the Soviets.

2. I have marked passages of particular interest.

national priorities," McClellan replies that we have "already
revised our spending priorities on an across-the-~board basis."
Welfare programs have grown apace (both absolutely and as a
proportion of the budget), while defense now claims the smcll-
est share since 1940.

’b;?{J{r a. First clip: To those who talk about "reordering

ff b. Second clip: In his list of items to be closely scru-

ﬂp tinized, McClellan includes the $2.3B for SCN inflation.
(Aspin is. zeroing in on this. His recent letters to SECNAV
suggest the line of attack he may take, i.e.: the SCN 'infla-
tion' is more apparent than real; it represents an effort by
shipbuilders to highjack the government; if the Navy would
supervise the contractors and make them eliminate glaring
inefficiencies the 'inflation' would disappear; if Congress
accedes to the $2.3B request, it will take away the incentive
for Navy to provide such supervision.)

c. Third clip: Good gquote from Thomas Paine.
£y

d. Fourth clip: Schlesinger's letter to McClellan high-
lighting inflationary impact on service programs, with the

/??g/@ Navy leading the list.

Very respectfully,

W. A. COCKELL
L e Captain, U.S. Navy
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1. The CNO made the following comment/notation on
referenced material:

Please comment.
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-EXCERPTS
Remarks of
U. S. Scnator John L. McClella,

The Facts About Dzfense Spending
Unlted States Senate

Tuesday, February 11, 1975

-

Mr. President, in my more than three decades of , !
service in this body, I can recall few documents as shocking
and as sobering as the Administration's proposed budget for v
the 1976 fiscal year,

The bare figures speak for themsclves--$349,4 billion )
in outlays--nearly $1 billion a day--and a $52 billion deficit,
Thus one day of cach week of the coming fiscal year will be
a deficit d:;y, adding $1 billion each week to the already
astronpmical national debt,

Storms that have been gathering by reason of deficit

spending have suddenly swept over our economy with such force

and velocity that they are disrupting the American way of life,

This budget clearly forecasts a continuation and a growing

intensity of these storms.
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Inasmuch as the budget request for national defense--
$94.027 billion In outlays (including $92, 8 billion for the
Department of Defcnse)--almost $9 billion in cxpenditures
over fiscal year 1975, Is the largest single item in the
President's request--cril:fcs of defense spending are already
mounting their usual attack upon it,

From them we hear the same old refrain: "we can't afford
a defcnse budget of this size; defense funds should be slashed and
such reduction should be used to increase appropriations for
health, cducation, mass transit or non-military govermment
programs.” The more exuberant critics claim the defense
bulget is "soaring out of control, *

We are told that a greedy miliaary-indu:stria] complex
is gobbling up funds needed for under-funded social programs;
that a national defense budget of this magnitude fuels an ever-
spiraling arms race which may end In nuclea.r disaster,

The facts properly intcrpret'cd, howe‘ver. present quitc
a diffcrent picture,

To be sure, $94 billion is an ecnormous sum, especially
when compared with the $55. 9 billion cost of defense only ten

years ago.




But, outlays for national defenselove shrunk itring that ’ )

ten year period from 41, 5 percent of total Federal budget

P
outlays tercent requested for fiscal year 1976.

Since fiscal 1966, the cost of the Federal Govérnment
has gone up $214, 7 billion--from $134, 7 billion to $349, 4
billion estimated for fiscal 1976, Of that total increase, only
$38. 2 billion--or 17,8 percent is attributable to national defense
spending. ‘The remaining 82, 2 percent, or $176. 5 billion of
the $214.7 billion incrcase, is attributable to non-miMary
functions and services, such as human resources and general
gc;vernment.

So very little blame can possibly be lodged égainst the
Defense Department for the exorbitant increase in I:-‘ederal
expenditures,

Since fiscal 1966, non-defense programs including
Federal outlays for human resource items'--educ:;uion and
manpowerr; health, including Medicare and Medicaid; income
security, including individual benefits-~have increased from b
58.5 percent of the budget t@percent. In dollar terms, |
the increase for those functions was $176. 5 billion -- from

$78. 8 billion to $255. 3 billion,
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Thus, while national defense costs were rising by 68 ) l v

percent over the past ten years--from $55. 9 billion to $94

L]

billion, total other government cxpenditures were climbing by

224 percent,

And the defense share of both the total-Federal budget
and the Gross Natic;nql Product continues to decline, Ta
fiscal 1976, for example, proi)osed national defense outlavs
constitute only 26, 9 percent of the total budget--down about
14 percent from the fiscal year 19606 level. Between 1966 and
1976, National defense outlays declined from 7.7 percent of
the Gross Natidnal Product to 5.9 percent., During this same
pecriod, outlays for the non-defense portion of the budget rose

from 10. 9 percent to 16.0 percent of the Gross National

Product,

Moreover, defense spending has been rising far less

rapidly than any other major item in the budget.

-

For example during the past 10 years: ; ] 1

--Federal aid to education, manpower and social
services jumped 257 percent, from $4, 1 billion )
to $14. 6 billion. |

--Public assistance increased 440 percent, from
$3. 4 billion to $18. 4 billion.

--Social Szcurity and other retirement and disability
programs increased 247 percent, from $21. 4 billion
to $7.4,3 hillion,




_ '

--11ealth services, including Mcdicare and '
Mcdicaid, incrcased by 9563 percent, from $2.6 )/W‘)
billion to $28 billion, ,

--Intercst on the national debt increased by 205
percent, from $11,3 billion to $34. 4 billion,
Many other like comparisons could be cited.
So, Mr. President, contrary to the misconceptions of / !

many well-meaning persons who demand a revision of priorities

with regard to the defense budget--including some members of N
this body--the truth is that we have already revised our spending .
priorities on an across-the-board basis.

s The truth is that we are spending far less proportionately ' \
today to maintain our national security than ve are spending for ('J a
human nceds and non-defense programs. .

Why, then, are we now being called upon to provide for
expcnditurés of an additional $9 billion over the amount being
spent on national defense in the current fiscal year.

To-a great extent, the answer lics largely tn the cancer
of inflation, the increasing sophistication of weap‘on.s systems, the
need to replace obsolescent equipment and the high cost of an
all-volunteer force,

Even as I speak, the fires of inflation are consuming

a significant amount of the funds Congress has made available




T ———— e s b ek e =

to the Dcp'lrtmcnt of Defense, For.—éxamj;lc. on September 30,
1974, theSecrctnry of Defense sent me a rcport on the status

of 42 sglgg;ggQ-:%amns systems which shoived that Inflation has
driven up the cost of completing these programs by a phenomenal

$16 billion dvet eétimates made only three months before, Iask

unanimous consérit that it be included In my remarks,

--In World War II, a B-29 bomber cost $680, 000,
If we buy the B-1 bomber, each one will cost $76. 4
million,

-~In Wbrld War [I, a P-51 fighter aircraft cost $54, 000,
An F-14 of today costs $17. 8 million,

--In World War II, the price of an M-1 rifle was $50. 22,
A modern M-16 costs $137, 17,

--The annual pay of a recruit in 1950 was $960. Today,
a recruit receives $4, 130,

--Only eight years ago, it cost $1.30 a day to feed a
soldier, Now it costs $2. 68--and as any houscwife
knows--the cost of food is still going up,

Here is a table showing the phenomenal increases in the

cost of food served in the mess halls of the Armed Forces:

Cost in Cost

1964 todayl  Percent
Cost of Food Items (Cents) Cents) Increase
White bread, 1 1b, 0.21 0.27 28.6
Round steak, 1 1b, 1.04 1.75 68.3
Rib Roast, 1 1b, .83 1.56 88.0
Chuck Roast, 1 1b, . o7 1.23 115.8
Pork chops, 1 1b, .88 1. 80 104, 6
Bacon, 1 1b, .67 .90 34.3
Hamburger, 1 1b, .49 .82 67.4
Pork loin, 1 1b, .61 1,60 162, 3
Milk, -1/2 gal, .48 .76 58.3
Coffee, 1 1b, .82 1.12 36.6

YAugust 1974, These are Dulk rices paid by the Department
of Defense, P paid by P



Military personncl costs have in recent years also
escalated as a result of inflation and the all-volunteer services
concept. In fiscal 1976, personnel and related costs will
account for 53 percént of the Department of Defense outléys, or
$49. 2 billio;—; the $92billion estimated. This represents an increase
of $2. 4 billion in spending on personnel in one year alone to maintain
a smaller force,
Although the number of military personnel will have
been reduced from 3.5 million men in 1968 to 2,1 million in
1976, average per capita cost is expected to double--due
principally to pay increases and inflation--from $5, 500 to
$12,000 in 1976, As a result, total active duty pay costs for
our military pcrsonnel have risecn from $19 billion in f968 to
$25 billion in 1976,
Spending for national defense is up almost $9 billion
over last year, but nearly one-third of this, $2.4 biliion,
will go for military and civilian pay and reléted personnel
costs. Of the remaining $6 billion, about $1. 8 billion will
go for procurement; $2, 6 billion for operation and maintenance;
about $1 billion for research and developnent, and about $400

million for military construction and family housing.



In the area of fuel costs alohc. the bill will rise by
$400 million between fiscal year 1975 and 1976, cven though
actual consumption will be about the same, 2

Mr. President, I do not want my remarks today to be-
misinterpreted, There is a very real and significant growth
in funding for our national defense effort contemplated In the
fiscal year 1976 budget, and it must bear very close scrutiny
In light of the overall budget totals, -

I want to assure my colleagues that the Approprlations
Committee will examine very carefully some of the following
arcas of incrcase, and make prudent reductions where they

arc feasible, Some of the more significant arcas of concern include:

--an increase in military aid to South Vietnam
of almost $600 million;

--a $650 million increase budgeted for a higher
peacetime tempo of air opsrations, more real
property maintenance, greater numkars of ship
alterations and increased maintenance in other
areas; .

--a one-time request of $2, 3 billion to pay for
naval ships whose costs were very seriously -
underestimated by the administration in fiscal

year 1975 and previous years;

--very significant increases--approaching $1
billion--in war reserves;

_ 2In fiscal year 1976, 199, 5 million barrels 4t a cost of
$3. 4 billion, compared with 198. 2 million barrels at a cost of
$3.0 billion in fiscal yecar 1975,



--a 20 percent increase (over $1. 6 billion) in

resecarch and development funding to pay for a whole
range of new initiatives in advanced weapons systcms
--both strategic and tactical;

--a significant and costly program to increase
exploration, development and production of oil from
our Naval Petroleum Reserves as well as to establish
a sizeable national strategic petroleum rcserve;

~--an increase of over $1 billion in appropriations for
military construction and family housing programs,

It is obvious that reasonable men will often differ on
the question of "how much is cnough" for defense. However,
Mr. President, I wish to impress upon this body the followiug

facts:

--During fiscal 1976, national defense will rcceive I
the smallest share of the Federal budget since 1940 |
- -the year before Pcarl Harbor,

--During fiscal 1976, defense will have the lower: ‘ |
levels in manpower it has had since 1930, .

No one can serioudy challenge the proposition that
there must be significant reductions in Federal spending.
But, defense spending is only one segment of the national budget.
It cannot be forced to bear the whole burden of fighting inflation,
For the sad truth is that despite detente, military ’ } l
power is by no means irrelevant in the modern world. It is
a rcal, tangible and indispensable clement of our national j {

and international policy.
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The burden of military preparedness which we must
bear is not easy to carry, There is no way to shirk or vscape
this burden without weakening ~- and poséibly imperiling -~
our national saféty and security. As we celebrate the bicentennial
of the independence of our nation ciuring this coming fiscal
year, it is well for us to be guided by the words of Thomas Paine:

Those who expect to reap the blessings

of freedom, must, like men, undergo the fatigue

of supporting it, .

Mr, President, I ask unanimous consent that a letter from
the Secretary of Defense to me regarding the effects of inflation
on defense costs and a chart prepared by the staff of the Scnate
Committce on Appropriations showing the comparison of defcnse
spending to the cost of human resources and other programs

from fiscal 1@66 to fiscal 1976 be entered in the Record at this

point,






















