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HEMORANDUN FOR THE PRESIDENT
SUBJECT: Defense Department Reclaima of FY 77 Budget Target
This memorandum addre $es the Department of Defense reclama to the FY 77
budget target of 4Iiuu in TOA, pJ?B in outlays. Both the Defense reclama

and the OM3 alternative aim to support your overall budget oLJch1V¢s as
Tollows:

t which would keep

* Present the Congress W¢Lb an overall budg
Federal spending at or balow $3958 in F

* Pyovide a fTive percent "real growth" in Defense pd“(h”‘”S betvieen

aot

- 1876 and 1977 jtjg[_Conqrcseion 1 actions, in order to maintain

force levels, modernization rates, and overall readiness. This
will assure a horldwﬁde perception of U.S. resolve.

Hherever possible, reduce programs that contribute marginally
combat capanilities.

* Do not defer snenaing this year vinich \ould require larger spendi
in the future and prevent achieving a balanced budget bw FY 18789,

~

T T T T loreover, the Defense Department recognizes that trends in defense
capabilities and the perception of those trends, as well as the
capabilities themselves, are important. In this connection, «beyond
providing the necessary funds, the budget should demonstrate a steadi-
ness of purpose and consistency of effort over time. For this reason,
the Department considers to be particularly important the objective of
real program growth, in the aggregate and within each military Service

In addition, the ana,tn nu s proposals continue the pursuit of cost
efficiency pregrams such as imoreving teeth-to-tail ratios, headquarters
adjustments, and base Cloeurb or realignmant actions. Effort will be
conL1nuad to improve conventional capabilities and operaticnal ‘readiness
f the Torces, to reduce msintenance backlogs, te maintain and modernize

force structure, and improve strategic capabilitices consistent with SALT
agreements. Finally, the Departmoent will continue efforts to support
the A11 Yolunteer Force both in terms of quality and professional stan-
dards. These objectives underlic the Defense reclama.
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The following table sumvarizes your tentative decisions on the Defense budget
and the Defense Department reclama,

TOA Qutlays

Presidentin decision (hase) : $108.7 $99.1
Add:  Full funding of shipbuilding and ASTF 1.3 | _;;1_*«

Total - $110.0 - $99.7

Appealed by Defensc

Maintenance of force st}uctuné and readiness 1.C o
Program Issues v ' ;_,l;ﬁn; hmm;jﬁﬁ

efense Proposed Level o ‘ $112.6 $100.3

Items Potentially Unzcceptable to the Congress

You should be aware that the $112.63 level proposed by. Defense excludes
at Teast $.8 billion which will be needed if the Conaress fails to enact
certain of your legislative proposals. The items included are the pay
Cap Tor wage woard and retired personnel, lhe phascoul of the coialissary
subsidy, and the proposal to implement fair market rental.

8 .and Defense agree that these items should be highlighted in the budget
message. Congress should be advised that an increase of $.8 billion will
be needed if the required Tegislation is not approved.

A supp]cmenta] request may have to be considered in the ovent of a break-
down 1in the SALT negotiations.

Congressional Reductions and Feal Growth

Both the Defense Department and 0MB recognize that Congressional reductions
will be applied to the budget request. The question at idssue is how much
reduction by the Congress can be sustained without impairing the minimun of
5% real growth in purchases.

In the tentative decision level of $110 billion, a Conaressional reduction
of about $4 billion would provide 5% real growth in purchases. The Defense
proposed level of $112.6 billion would provide 5¢ recal growth in purchases
after a Congressional reduction of up to about $6 billion. (See Tab A)
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Memo For MGen Wickham
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Attached is a copy of Defense budget
memo of December 12, 1975, with both OMB
and Defense signatures, which I received
from OMB yesterday. Sully indicated you
wanted it for your records.

ohn D. Christie
Attachment
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