
Department of Defense Military 
Functions 

A $46.8 billion increase in budget authority is being proposed for the Department of Defense in 1985. 
After adjustments for anticipated inflation, budget authority would increase by 13% over 1984 and 
outlays would increase by 9.3% over 1984. This proposed level of funding reaffirms this Administra-
tion's commitment to the American people to provide the military strength needed to ensure the 
future security of this Nation's values and institutions. The 1985 budget requests the minimum level 
of resources necessary to achieve our national defense objectives in the face of serious, sustained 
challenges. A vigorous effort is being made to ensure that the resources requested are used in an 
efficient and effective manner. 

Department of Defense Military Functions 1 

(Dollars in billions) 

Level 1984 1985 1986 1987 1988 1989 

Current Services: 
Budget Authority 258.0 321.3 356.2 388.3 424.5 464.0 
Outlays 231.0 277.3 314.7 345.6 377.2 412.4 

1985 Budget Level: 
Budget Authority 258.2 305.0 349.6 379.2 411.5 446.1 
Outlays 231.0 264.4 301.8 339.2 369.8 398.8 

Change: 
Budget Authority + 0 . 2 - 1 6 . 3 - 6 . 6 - 9 . 1 - 1 3 . 0 - 1 7 . 9 
Outlays - 1 2 . 9 - 1 2 . 9 - 6 . 4 - 7 . 4 - 1 3 . 6 

1 Military Functions include most of the activities of the Department of Defense (excluding only the Corps of Engineers civil functions). 

Putting The Defense Budget Into Perspective 
The proposed budget would not be an excessive burden on the economy.—Critics of the Administration's 
defense build-up frequently compare the proposed budget levels to those which prevailed in the late 
1970's and allege that Administration policies have resulted in inordinate budget growth. That 
represents a misleading view of defense funding requirements, as well as failure to consider the longer 
trend of post-war budgetary history. The needed Defense budget growth launched on a bipartisan basis 
by Congress in 1980 and accelerated during the Reagan Administration does not come close to imposing 
the burden on the U.S. economy experienced during earlier periods. Relative to GNP, projected 1985 
defense spending is actually 30% lower than what the national economy proved capable of sustaining 
in 1968. Between 1968 and the low point in 1976, constant dollar defense expenditures plummeted by 
36% and the GNP share fell from 9.9% to 5.5%, or by over two-fifths. This massive drop resulted from 
short-run national policy trends, the operational cost reductions attributable to the withdrawal from 
Vietnam, and the large mid-70's decline in end-strength. Investment in both strategic and conventional 
weapons programs was allowed to decline substantially. That low expenditure burden was unsustaina-
ble, however, for the long run because it resulted in funding levels that were inconsistent with stated 
bipartisan national security objectives—objectives that have remained generally consistent through-
out the post-war period. As substantial as the proposed increases appear to be, they would result in a 
lower claim on GNP than that which prevailed during the entire 1954-1970 period which ranged 
between 7% and 11.0%, and averaged 8.6%. Devotion of 7% of GNP to the Nation's military security in 
a difficult and threatening world can hardly be considered excessive. Indeed, it represents no more 
than a mid-point between the normal burden prior to the 1970,s and the temporarily depressed levels 
of the mid and late 1970's. 
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Defense spending has already been reduced.—The prospect of continued high Federal deficits has led 
some to suggest reductions in the Defense program. Thus far it has not been well understood just how 
much the Defense budget has been reduced below the President's original plan. In March 1981, the 
President's Five Year Defense Program called for an increase of $186 billion in budget authority over 
the Carter proposal for 1982-86, corresponding to an increase in defense outlays of $116 billion. Actions 
to date by the Executive branch and by the Congress have reduced the planned increase in budget 
authority over Carter by $93 billion, for a net five-year increase of only $93 billion. The resulting 
increase in actual defense spending over Carter for 1982-86 is only $12 billion—10% of the originally 
planned increase in spending. 

Projected growth would not be excessive.—Some critics have charged that 13% real growth in budget 
authority would be excessive. Last year's plan for 1985 called for $321.6 billion for Defense, an increase 
of 11.1% in real terms over the 1984 budget request of $273.4 billion. The revised 1985 request of $305 
billion represents a real growth of only 6.8% over the 1984 requested funding level for Defense. With 
respect to the 1984 Congressional Budget resolution level of $261.6 billion for Defense, the 1985 request 
represents a real growth of 11.6% a growth rate comparable to that projected a year ago. Congress 
ultimately appropriated over $15 billion less than the President's request for 1984, and over $3 billion 
less than the Congressional budget resolution. 

Defense spending, despite its importance, has been a declining function of Federal spending.—The 
Defense share of Federal outlays dropped from an average of 48% in the 1950's to about 30% today. 
Even with the continuing build-up, Defense spending will account for only 33% of the Federal budget 
in 1989. Non-Defense spending, which comprised about 50% of total Federal outlays in the 1950's, now 
represents more than 70% of the budget. 

The Defense build-up is achievable.—In-depth analyses of defense industrial capacity by the Depart-
ment of Commerce, with the cooperation of the Department of Defense, have concluded that, in most 
cases, existing domestic capacity is adequate to supply projected Defense and non-Defense needs. In 
fact, the latest reports show that even as capacity utilization rates for our manufacturing industries 
are approaching the 80% level, the economy more than adequately accommodates our Defense 
program. 

In considering the Defense budget it is important to understand the economic effect of that budget 
because that effect is an element of the nation's cost. Nevertheless, the threat to the national 
security determines the Defense requirement and that alone is the basis for the budget. 

The Threat to Our Security is Real and Growing 
The Soviet Union is the principal threat.—During the 1970's, the Soviets greatly improved their 
military power and became more adventuresome in their use of that power, both directly and through 
the indirect support of client states. The resulting changes in the balance of military power constitute 
a threat to all of the free world that cannot go unanswered. 

Soviets Spent Heavily to Achieve Military Capabilities.—From 1980 to 1984, Soviets annually spent an 
average of 32% more on defense program than the U.S. spent. 

Soviets Invest more in Defense than the United States.—In 1983, the dollar estimate of Soviet defense 
investment (procurement, research and development, military construction) was about 33% greater 
than U.S. defense investment. During the past decade (1974-1983), the dollar value of Soviet defense 
investment exceeded U.S. investment by almost one-half trillion dollars (in 1985 dollars). This included 
$250 billion more in strategic nuclear forces. 

Warsaw PACT invests more than U.S. and its allies.—Investments over the last decade of the Soviet 
Union, plus those of its Warsaw Pact allies was over $105 billion more than the combined efforts of the 
U.S., our North Atlantic Treaty Organization allies and Japan. Moreover, about 95% of Warsaw Pact 
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spending is Soviet spending, and therefore under direct Soviet control. To contrast, only about 62% of 
the Alliance spending is U.S. spending. 
Warsaw PACT Produces More Weapons than NATO in most categories.—As a result of the Soviet's 
massive defense investments their production of major weapon systems, since 1974, has greatly 
exceeded that of the U.S. In addition, Warsaw Pact production has exceeded overall NATO production, 
except for general purpose naval forces. 

Production of Selected Weapons, 1974-1983 

United States U.S.S.R. 
U.S.S.R. to 

United States 
Ratio 

NATO Warsaw Pact Warsaw Pact to 
NATO Ratio 

ICBM's 350 2,300 6.6:1 350 2,300 6.6:1 
Tanks 6,250 23,700 3.8:1 10,450 27,850 2.7:1 
Tactical Combat and Interceptor 

Aircraft 3,500 8,400 2.4:1 7,300 10,000 1.4:1 
Major Surface Warships 83 91 1.1:1 172 107 .6:1 

In many important areas, the Warsaw PACT has more forces than NATO.—The 1970's witnessed a 
major buildup in strategic forces by the Soviet Union which eliminated the strategic superiority the 
U.S. had maintained since the beginning of the nuclear age. 

• Soviets now have a significant advantage over the U.S. in numbers of deployed strategic 
weapons systems. 

Strategic Forces 
(As of January 1 , 1 9 8 4 ) 

United States U.S.S.R. 

Delivery Vehicles 
Missiles 
ICBMs 
SLBMs 
Bombers 

1,957 
1,632 

(1,040) 
(592) 
325 

2,754 
2,379 

(1,398) 
(981) 
375 

• Soviets also enjoy a near-monopoly in deployed, longer range intermediate range nuclear 
forces (LRINF). 

Longer Range Intermediate Range Nuclear Forces (LRINF) 

United States U.S.S.R. 

LRINF Warheads 25 1,371 

• Warsaw Pact has a great advantage in conventional forces in Europe. 
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Selected Conventional Forces 
(Deployed) 

Tanks 
Interceptor Aircraft, 
Submarines 

2.5 to 1 Warsaw Pact Advantage 
4.6 to 1 Warsaw Pact Advantage 
2.1 to 1 Warsaw Pact Advantage 

Other Threats Also Require Attention.—The growing economic and political interdependence of the 
Western nations and the Third World increases the importance of those areas to our economy and 
security. We depend on some of these countries for strategic minerals and resources, as do our friends 
and allies. Thirty percent of U.S. exports now go to the Third World, up from 25% in 1976. Vital sea 
lines of communication pass through strife-torn regions such as the Persian Gulf, the Caribbean, and 
Southern Africa. We must be prepared to counter Soviet backed moves in those areas. 

Our Strategy for Responding to the Threat 
U.S. military strategy is defensive in nature. Our objective is to deter war, but failing that to 
successfully defend ourselves. For deterrence to succeed, enemies must perceive that our forces could 
survive a first strike; our threatened response to an attack must be credible; and the distinction 
between peace and aggression must be clear. Should deterrence fail, our policy is to limit the scope 
of the conflict to the theater of the attack, and to limit the duration and intensity of the conflict. 

We carry out these objectives by several means. First, we participate in and contribute to a 
collective defense posture that incorporates the combined strengths of the U.S. and our allies. Second, 
to provide the first line of conventional defense in Western Europe and Northeast Asia, we and our 
allies maintain forward deployments of military forces in those areas. These forces will be augment-
ed in times of conflict. In addition, we and our allies have rapid deployment forces that are available 
for deployments in other threat areas. Third, we seek a flexible force structure that builds upon our 
alliances and deployments and offers us a range of responses. Fourth, our defensive orientation 
requires that our forces maintain a high state of readiness. 

Accomplishments and Plans for Carrying Out the Strategy 
Strategic Force Modernization.—President Reagan has vigorously pursued a plan for maintaining 
deterrence by replacing our aging nuclear forces with modern forces while negotiating arms reduc-
tions with the Soviet Union. These modernization efforts are linked firmly to U.S. arms control 
objectives. The prospect of more capable U.S. forces provides the Soviets with incentives to negotiate 
genuine reductions. Also, the deep cuts we seek in the destructive power of ballistic missile war-
heads should improve the survivability of our future intercontinental ballistic missile (ICBM) force. 
Modernization and reductions are directly linked through the nuclear weapons "build down" pro-
posed by the President in the START negotiations. 
The 1985 budget sustains the modernization plan begun in 1981, adds a vigorous development 
program for a small land-based intercontinental missile, and begins a long-term research and 
development program to counter ballistic missiles with defensive measures. Key elements of the 
strategic offensive modernization program are described below. 

• The Peacekeeper ICBM is being developed and procured to redress the unfavorable balance in 
land-based missile capabilities and to encourage the Soviet Union to negotiate arms reductions. 
The planned force of 100 missiles will be deployed by 1990. 

• The first B-1B bombers will be deployed in 1985; in addition, 34 more of the total planned buy 
of 100 bombers will be procured in that year. These bombers will have a much greater 

554 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

Fiscal Year 1985



capability to penetrate improved Soviet air defenses than current B-52 bombers, which are now 
being provided with stand-off air-launched cruise missiles. 

• Development of an advanced technology (stealth) bomber is also underway. 
• The sea-based strategic missile modernization program calls for replacing the aging fleet of 

Poseidon submarines with more capable and survivable Trident submarines and missiles and 
for achieving a capability to destroy hard targets by developing the Trident II missile. These 
sea-based missiles are considered more survivable than bombers or land-based missiles. Trident 
submarines are deployed and more are being procured at the rate of one per year, and the new 
Trident II missile is scheduled for initial deployment in 1989. 

Little modernization of strategic defensive forces took place in the 1970's. As a result, our strategic 
air defense interceptors have become obsolete. The Soviet Union has operational ballistic missile 
defense and antisatellite systems, while we have none. We are strengthening our space surveillance 
capabilities and pursuing an operational antisatelite system. We are also improving our network of 
air defense radars and modernizing our interceptor forces. More importantly, in response to the 
President's initiative of last March, we have prepared a long-term research program to explore the 
technologies required for a highly effective defense against ballistic missiles. As opposed to earlier 
programs that would only intercept reentry vehicles in the final phase of their flight, the new 
initiative will examine possibilities of engaging ballistic missiles and warheads through the launch-
to-impact sequence. 

Rebuilding Our Conventional Forces.—When this Administration took office, our military forces 
were inadequate to achieve national security objectives. Force readiness and sustainability were low, 
our mobility forces were inadequate for force deployments, our naval forces were spread too thin, 
and weapons systems were not being modernized fast enough to keep pace with the threat. Since 
then, considerable progress has been made in improving our military capabilities, and in restoring 
credibility. A decade of neglect, however, cannot be turned around in 3 years. More remains to be 
done. 
The readiness and sustainability of our forces have increased substantially since 1981. The condition 
of the equipment and readiness have improved, the forces are more fully manned, and our Guard 
and Reserve forces are better equipped and better integrated with the active forces into a total force. 
Selected National Guard units are receiving our most modern armor, the M-l tank and Bradley 
Fighting Vehicle; Air National Guard and Air Force Reserve units are flying the F-16, and Naval 
Air Reserve units will receive the F/A-18. The Naval Reserve is now operating the Perry-Class 
guided-missile frigate. Trained strength in reserve units has increased from 76% of the wartime 
requirement in 1979 to 88% in 1984. When the munitions and secondary items included in the 1985 
budget are delivered to the field, stockage levels and other measures of sustainability will have 
increased almost 50% over the levels in 1980. 

Administration supported pay increases totaling more than 30% and benefit increases in housing 
and other allowances have substantially improved recruiting and retention programs. All military 
services have met or exceeded their recruitment objectives for the last 3 years. In 1983, 91% of the 
recruits were high school graduates compared to 68% in 1980. In 1983 reenlistments in the Navy 
and Air Force soared to rates of 68% and 79%, respectively. 

To correct the force structure and equipment deficiencies, our modernization efforts have been 
accelerated. Funding has been increased for programs that were budgeted at low and inefficient 
rates, such as the M-2 Bradley Fighting Vehicle and UH-60 Blackhawk helicopter, the Navy's AIM-9 
Sidewinder missiles and F-14 aircraft, and the Air Force's F-15 and F-16 fighter aircraft. The Marine 
Corps AV-8B aircraft and Navy aircraft carriers are now being built. A commitment has been made 
to a 600 ship Navy and to land and air forces equipped to respond to the threat we face. 

To augment our forward deployed forces during conflict, we must be able to deploy additional forces 
in a timely manner. Our current goal is, through the combination of US and allied mobility forces 
and prepositioning, to be able to deploy forces to Southwest Asia while also reinforcing NATO and 
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critical areas of Northeast Asia. To achieve this we are procuring new C-5s and KC-lOs, expanding 
our Ready Reserve Force of ships, developing the C-17 aircraft and procuring equipment for offload-
ing ships in austere ports. 

Special Operations Forces (SOF) are being revitalized. Working with the armed forces of 15 coun-
tries from different parts of the world, this element of our forces is crucial to helping these countries 
deal effectively with the global campaign of destabilization that threatens their countries. In crisis 
situations, these forces offer a flexible alternative to conventional forces, and in a major conflict 
would be an important component of our conventional operations. 

The 1985 budget also supports the establishment of a new light Army infantry division (17th). This 
division will have about 10,000 soldiers when fully activated. Smaller and more strategically de-
ployable than current divisions, this new force will provide a new versatility and flexibility across 
the entire spectrum of threats which the United States may face in the future. 

Getting The Most For The Taxpayers Money 
A vigorous management improvement program is being pursued by the Department of Defense. 

• To reduce the costs of weapons systems, the acquisition process has been overhauled to reduce 
acquisition time, provide for more stability in long-term procurements, increase competition, 
and strengthen the defense industrial base. 

• Twelve new multi-year procurement programs are contained in the 1985 budget for a 
savings of $0.9 billion. 

• To reduce the costs of spare parts and other support items the following actions have been 
taken: 

• The military services have been directed to seek refunds for past overcharges. 
• Competition is being expanded and alternative sources of procurement are being developed. 
• The largest ever DOD-wide audit to examine spare parts purchases has been initiated by the 

Inspector General. 
• Employee incentives are being used for finding cost savings and new procedures have been 

adopted to identify large price increases. 
• The audit staff has been reorganized and expanded. 
• A joint Department of Defense and Department of Justice Procurement Fraud Unit has 

been created to coordinate investigative, audit and prosecutive activities. The unit has 
already obtained 14 indictments and 9 convictions on procurement related allegations. 

• To improve planning, programming and budgeting the Defense Department's management 
systems have been streamlined to emphasize planning, clarify the roles of the military services 
and the Secretary of Defense's staff, and to permit the Defense Resources Board to focus on 
major issues. 

In summary, the Administration's National Security Program is necessary and achievable: 
• Strong program is required by Soviet actions. 
• Program is not detrimental to the economy. 
• Defense resources are being managed carefully. 
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