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MEMOIWlDUM FOB. 'l1lE PRESIDENT 

I have ·read · carefully yolU" .July 26 message to the Congress calling for 
a $250 billion · ceiling upon · fiscal 1973 expenditures. · I fully appreciate 
the urgency of the overall budgetary and economic situation which pr010pted 
the D~Bssage. Bowaver,·. tbe proposal of a Congressional liuitation on 1973 
fiscal year expenditures will have a serious potential impact ·upon current 
defense programs .:and 1c0111111itllellts. I want to be sure that you are tully 
apprised of this potential impact, 

· .. 
While your message mentioned FY 1973 expenditures of $7 billion over the 

bUdget, it is my understanding that our overall administration program; as 
adjusted by the Congress to date, will produce fiscal 1973 expenditures of 
about $256 bilUon, some $10 billion above the January esti.Jiates and $6 billion 
above the lilllit suggested in last week. 1to message. All aajor appropriation acts 
have passed the Congress or are in the final stages except for Defense and 
Foreigu Aid, If Congress takes the steps you propose, tailoring appropriation k-.. 
act1.on to a pre-established ceiling, only Defeuse and Foreign Aid remain to t.--· . ; 
be ta:Uored - by some $6 billion in spending eq~valent to $15 billion in t 

program authority. Conversely, Congress 111ay act upon the remaining appropri
at10D5 without reference to the ceiling, and enact the ceiling separately. 
This would leave the adminilltration with the task of reducing spending by 
some $6 billion. Controllability and other factors being what they are, 
Defemoe would have to bear a heavy share of the cut. If the Congress does 
not act upon your ceil:lng proposal, Defense would sillilarly have to bear a 
large part of any reduction you llight wish to make in order to move toward 
the $25G-billion goal you have set. In any event, the -.essage is providing 
a major stimulus for deep Congressional cutbacks in the Defense budget. 

It appears to me, then, that there is .a strong likelihood of sharp cutbacks 
in FY 1973 Defense apandiD.g under any eventuality. It is eVident that I 111USt 
take steps, as promptly as· possible, to bring about a significant reduction 
in Defense expenditures. The longer we delay, the sharper the ultimate cutbacks 
will have to be. We can realize the largest expenditure cutbacks in the short 
term by curtailing some of our operations in Southeast Asia, effective j/ 
September 1. 1'his would involve the partial withdrawal of B-52 squadrons, 
carriers, and tac:tical air units. In addition, 1 liUSt initiate planning with 
respect to the. following actions: . i , 

• Sharp reductions in operating levels (flying hours, steaming hours, 
and other .activity rates} for forces througbout .the world. 
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Cutbacks in military and civilian personnel accessions. 

Reductions in inventory levels, to be made up in later years if 
possible. 

Str~tch-out of production schedules in ~my case where this will reduce 
FY 1973 expenditures without prohibitive long-run diseconomies. 

Base clo11ures, in any cases where these c.an be accomplished promptly 
enough to realize an expenditure saving for FY 1973 (in many cases, 
the one-time costs exceed the savings in the first year). 

Even by in:ttiating these steps promptly, it will be several months before 
we realize a siguific:allt downtum in expenditures. If we wait, we will have 
to accomplish the cutbacks in a .lllUch shorter span of time, requiring cutbacks 
that are several tilaes more severe and could have an adverse iJnpa.ct on our 
primary foreign policy Ddssion of implementing the Nixon Doctrine of 
partnership, strength and negotiations. 
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