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DEPARTMENT OF DEFENSE APPROPRIATIONS
FOR FISCAL YEAR 2003

WEDNESDAY, FEBRUARY 27, 2002

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 10:25 a.m., in room SD-192, Dirksen
S%nate Office Building, Hon. Daniel K. Inouye (chairman) pre-
siding.

Present: Senators Inouye, Hollings, Byrd, Dorgan, Feinstein, Ste-
vens, Specter, Domenici, Shelby, Gregg, and Hutchison.

DEPARTMENT OF DEFENSE

OFFICE OF THE SECRETARY

STATEMENT OF DR. PAUL WOLFOWITZ, DEPUTY SECRETARY OF DE-
FENSE

ACCOMPANIED BY DR. DOV ZAKHEIM, UNDER SECRETARY OF DE-
FENSE, COMPTROLLER

OPENING STATEMENT OF SENATOR DANIEL K. INOUYE

Senator INOUYE. Secretary Wolfowitz, Dr. Zakheim, on behalf of
the committee I would like to welcome you as we begin our delib-
erations on the Department of Defense (DOD) appropriations re-
quest for fiscal year 2003. It provides for the common defense. So
states the Constitution in its preamble. This function was so impor-
tant to the formation of this more perfect union our forefathers
placed this clause in the very first paragraph of our Nation’s gov-
erning document.

The function of this subcommittee is to appropriate the funding
necessary to insure that our military can provide for the common
defense. It is indeed a critically important task. Last year some
would argue we failed in that endeavor. On September 11, 2001,
our defenses broke down. Three icons of American strength, the
Twin Towers and the Pentagon, the workplaces of thousands of
American were attacked with devastating consequences. The attack
came not from a hostile nation but from a handful of terrorists
armed with jumbo jets. Their weapon, filled with irony, was one
which symbolizes American economic success and democratic free-
doms. Our airlines have afforded millions of our citizens to fly un-
fettered for business or pleasure.

As we all know, thousands of lives were lost and had it not been
for the heroic efforts of civilians on a fourth plane, another location
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would have also likely been attacked. Some would argue we failed
in this attack, they want to know how this happened, what went
wrong, and who was to blame, and I think these are fair questions.
It might not be fair, but it seems to me that many who are quick
to point fingers today are the same ones who would have argued
that we need to cut defense spending, that we don’t need to mod-
ernize our forces or pay our troops, many of the same ones who
wonder why some of us feel it is necessary that we pay our military
personnel a decent wage and why we work to insure that they have
adequate housing, acceptable health care and the promise of a rea-
sonable retirement income after they have sacrificed for our coun-
try.

I know that our witnesses today and my colleagues here are not
among these naysayers. We recognize that less than 1 percent of
the American population is willing to wear the uniform of our Na-
tion. We know that we should be grateful to them and we must
treat them accordingly. I tell you this because I already hear the
criticism of your budget request for fiscal year 2003.

These critics argue that, why should we be giving the Pentagon
an increase of $48 billion when they just had a $20 billion increase
less than a year ago. They point out that at the same time as de-
fense is increasing substantially, all other discretionary spending is
being curtailed with a minimal increase only to cover accounting
change. They want to know how homeland defense, the protection
of the waterways and airports will be safeguarded within this
small increase in domestic spending. They find the disparity be-
tween defense and non-defense troubling.

Mr. Secretary, Dr. Zakheim, I will not be a party to shortchange
defense, but I think that you have your work cut out for you. It
will be up to you to convince our colleagues that your needs are
greater than those of other Federal agencies, the Federal Bureau
of Investigation (FBI), the Customs Service, the Coast Guard, State
Department and others. They too must strive to better protect our
Nation from another terrorist attack and meet the challenges of
this century.

Your task is particularly challenging as you have requested $10
billion for unknown contingency costs. Your critics call this a slush
fund. Any light you can shed on this will help us defend this re-
quest. Mr. Secretary, Dr. Zakheim, we look forward to your testi-
mony on these and other important issues.

But before we proceed, it is my privilege to call upon my good
friend the vice chairman of the subcommittee, Senator Stevens.

STATEMENT OF SENATOR TED STEVENS

Senator STEVENS. Thank you very much, and I apologize for
being late. I was in another subcommittee meeting before that vote.
I do join in welcoming these two witnesses.

I think no administration has faced in as short a period of time
the range of national security challenges that this one has faced in
this first year and I think it is really a change, substantial change
in our society. But I think that the men and women of our armed
services owe a great deal of gratitude to the two of you for your
hard work and your sacrifice in taking these positions, and I do
thank you for your extraordinary leadership in meeting these chal-
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lenges and I'm sure that you are now and will become even more
trusted partners of this committee and our work for defense.

We have got both a blessing and a curse right now. The addi-
tional funds that we have before us now requested by the adminis-
tration will go a long way to address the things that we know exist
in our Department of Defense, but it is going to increase the second
guessing that we will hear along the line about the choices to be
made in the budget and particularly between the budget for de-
fense and non-defense, as the chairman has indicated. We con-
stantly face questions of why there should be such an increase in
defense.

We worked with you last year to produce legislation to respond
to the attacks of September 11 and I know under the leadership
of Senator Inouye we will continue with a sense of determination
to meet the needs that you have outlined here today to assist our
men and women in uniform both home and abroad.

I joined the chairman and others last week in going to central
Asia and I have to tell you, we have traveled around the world to
meet with our military forces now for well over 30 years and I have
never seen young people so ready and so confident and so able,
they really had a tremendous attitude, the morale was very high,
and it reflects great credit upon the job that you all are doing and
those in the command structure are doing to reassure these young
people of what their task is and what their mission is.

I look forward to your testimony and an opportunity to work with
you as the year goes ahead. Let me say, I think there are going
to be some changes within the command structure that I still do
not understand, but we will watch, we will deal with those as they
unfold. Thank you very much.

Senator INOUYE. Senator Hollings.

STATEMENT OF SENATOR ERNEST F. HOLLINGS

Senator HOLLINGS. Thank you very much, Mr. Chairman. I am
glad to meet Dr. Zakheim. I have been an admirer of Secretary
Wolfowitz for a long long time and incidentally, I am an admirer
of Rumsfeld and was so before he became popular. Last year there
was a news story that he would be the first in the Cabinet to leave.
I am not going to get into that but since the distinguished gen-
tleman is “clueless in the Nation’s capital,” I guess that is the Gov-
ernors that David Broder writes about, because they come to town
and they are worried, and they find almost a hedonistic govern-
ment here in Washington.

Specifically, every one of them have deep deep deficits, there are
not any surpluses. The State just over here across the river is over
$1 billion, up in New York the State there is $48 billion, and the
City of New York, Senator Stevens and I were there, and on saving
the City of New York, that is $25 billion in the hole. There are at
least a half dozen States trying to not just cut spending but in-
crease taxes. Governor Bush down in Florida, he is holding back,
withholding on a tax cut. But he is not calling it a tax increase.
When we try to hold the line and practice fiscal responsibility, they
said oh no, that is increasing taxes, and you cannot comment on
the reality in this town. The pollsters have taken over totally, Mr.
Chairman.
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But the point is that we just seemingly go on and on in 1999 and
incidentally, the Clinton budget, I will have to check it, but he was
very sensitive about having ducked the military, it was a point in
his campaign and in fact it is an important point down in my State
still. But the fact was, he was not going to deny the military in his
8 years as President and Commander in Chief. And while we had
in 1999 the $275 billion, in 2000 we jumped it to $295 billion, and
last year we jumped it another $11 billion to $306 billion. Both the
year before last we had a pay increase, last year we had a pay in-
crease, and there are increases that you are now submitting. But
that is not the point.

The point is that this aura of somehow defense had gone to pot
on President Clinton’s watch, yet the two distinguished gentlemen
and ranking members say the morale is high and everybody knows
they have performed admirably in Afghanistan, so we have a
strong defense. But last year sitting in that same seat, Secretary
Rumsfeld 6 days before 9/11 attested to the fact that he was going
to have a new high tech defense, which calls for the old systems
to be phased out and the savings were going to pay for the high
tech systems. He said it was going to cost more money, but he at-
tested to the fact that the budget you are now here to testify on,
Secretary Wolfowitz, is $347 billion. He said the budget would be
$328 billion for this fiscal year, but the one you're testifying about
this morning it was going to be $347 billion. Of course since that
time we have added $20 billion in the supplemental and we will-
ingly did so, we wanted to show our troops our support.

And yet we find here today, that there is $50 billion more, like
he said, in a contingency fund. The Crusader, the V-22, the F-22—
every kind of piece of equipment imaginable. And then in this
year’s submission, the Navy is not going to start constructing
enough ships and everything else, yet there is a projected $650 bil-
lion as what we are going to have to approve this year for the 10-
year budget.

So I will be questioning trying to find out how in the world can
we maintain the credibility of this subcommittee, Mr. Secretary. I
will never forget Schwartzkopf coming up here after Desert Storm,
and he did not go to the authorizing committees at all, and he did
not go, he said I am coming to this Defense Subcommittee here in
the United States Senate because you saved my Central Command.
They were about to abolish it, and we saved that. You remember
that, Senator Stevens, Mr. Chairman, and we have always had it
on the other side, Chairman Inouye. On this subcommittee, we are
the ones that are going to provide resources to our Armed Forces.

So I welcome you, but we are going to have to have some cold
hard justifications—this town is going to sober up sometime this
year. We already ended up last year without a surplus and on the
contrary, a $43 billion deficit. As you sit in that chair we are al-
ready 4 months into this fiscal year, almost 5 months, $190 billion
in the red, we have a deficit, and we know it will exceed over $350
billion by the end of the year. And so the politicians that are run-
ning for reelection in October when those figures come out, they
will say that we are running a deficit of $350 billion because of Af-
ghanistan, but that war did not cost that much. But of course when
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we say we are not going to pay any bills, all the Governors are hav-
ing to pay their bills.

We have always paid for our wars. We have to pay our taxes, so
that when this committee votes to pay for this war, we have re-
sources to pay the bills. But we say by the way, since we have a
war we are going to have deficits and incidentally, the war is never
going to end. Thank you, Mr. Chairman.

Senator INOUYE. Senator Hutchison.

STATEMENT OF SENATOR KAY BAILEY HUTCHISON

Senator HUTCHISON. I would just like to say that I think that the
Department of Defense has done a phenomenal job since Sep-
tember 11. Who would have thought that this would be the mission
that you would be undertaking. We thought you were going to be
required to update the military for the next century, and you are,
but you’re also dealing with the crisis of the moment, and I cer-
tainly appreciate the increase in needs this demands and we will
work with you in every way.

I do have a couple questions which I will save for later. I do want
to mention that the Department has always funded the research
for Gulf War illness, which I think has enormous implications for
the future as well as the past. We must not only make sure that
our people are treated right from previous service but also ensure
that we find the cause so that we can treat the people who will be
subjected to possible chemical warfare in the future. I do not see
enough in this year’s budget submission for this, so I would like to
just point that out and say that I hope that you will be amenable
to continuing that research for the cures and the potential vaccines
that we will need for our servicemembers who might be exposed to
chemical warfare in the field in the future.

I thank you and I will have a few questions later.

Senator INOUYE. Thank you. Senator Feinstein.

STATEMENT OF SENATOR DIANNE FEINSTEIN

Senator FEINSTEIN. Thank you very much, Mr. Chairman. Gen-
tlemen, I didn’t start out quite where Senator Hollings is in his re-
marks, but I must tell you, I have come to have a very great appre-
ciation for how the Department is being run, for the leadership of
the Secretary. For you, Mr. Wolfowitz, I have had occasion as you
know through the briefings and intelligence to follow this, and I
tﬁink you are doing a very impressive job and I just want to say
that.

Now I have some real concerns about this budget and I also want
to speak to this. I think my first concern is that perhaps the force
structure changes are not always attuned to this new warfare,
which is asymmetrical, which is probably going to be with us for
a long time, where there is going to be a great deal of difficulty in
sorting out combatants from noncombatants, and where the type of
warfare may not always be the same as it is in Afghanistan where
you have the ability for the Northern Alliance to do much of the
groundwork and we just use our technology in the air with great
success.

That if this war on terrorism is going to be sustained and no one
knows really what victory actually will be, that kind of privileged
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position is not always going to be there, and so I have a concern
as to whether our force structure is really adequate to reflect this
kind of a war concept.

I also believe that because we are in this and we are in it for
a sustained period of time, we no longer have the relative luxury
to fund systems with questionable applicability, particularly re-
lated to the missile defense systems. I am very concerned about the
continued priority the Department is placing on the development of
a national missile defense program for which I can see little appli-
cability in the war that we are actually going to be sustaining most
likely for the next decade, I hope not, but it is very likely that that
could be the fallout. And so I am concerned that the testing, the
cost, and strategic and arms control implications of the current
missile defense plan may well detract valuable resources, time and
attention from more pressing security needs. I am willing to sup-
port a judicious testing program, because I think it is important to
do so, but I have real questions about the administration’s develop-
ment and deployment plan and I hope to ask about that in my
questions.

I also have concern about the fact that the Department is asking
for the 44 F-18s, the 12 C-17s, the joint strike fighter, the F-22,
all of these planes, and I wonder frankly if they are all necessary
and what the priority is if there is a priority. I mean, I know the
joint strike fighter is not going to come on line soon enough to pro-
vide the kind of interservicing we had hoped for, but nonetheless,
these are significant new requests.

So, the bottom line is I look forward to discussing that with you
and also this $10 billion fund that is there which concerns me be-
cause I have reread the resolution we passed to authorize the ac-
tion, the military action against those who were responsible for 9/
11 or connected to 9/11. I recognize the word connected may also
authorize other things, but to put in really $10 billion seems to me,
significantly reduces the Congress’s opportunity to exercise the
purse strings as we are entitled to do.

So those areas of my concern and I just want to thank you for
the very good work that you and the Secretary have done up to this
point, and I look forward to having an opportunity to ask these
questions at the appropriate time. Thanks, Mr. Chairman.

Senator INOUYE. Senator Domenici.

STATEMENT OF SENATOR PETE V. DOMENICI

Senator DOMENICI. Thank you very much, Mr. Chairman. Let me
say it is good to have you here, and my comments are going to be
brief.

First, I want to say things have been going our way for a change.
This was a very difficult war to fight, and frankly I am very proud
of the way it has progressed, I commend the Department, the Sec-
retary, those who have helped him such as yourself, and obviously
the President for his leadership. There is a long way to go however.

We have also been fortunate in that the recession that we were
all worried about may have already bottomed out. Economists are
now saying this may be the shallowest recession we have had in
modern days, and already the gross domestic product is moving



7

into a positive mode from having been only 2 or 3 months in the
mildest of recessionary numbers.

Our country was faced with both a recession and a war, and
there were a lot of people who wondered how long we could con-
tinue to fund our defense and other needs and have a recession. I
think we are going to have that question answered because I think
we are going to be out of the recession. From my standpoint the
question is, do you have a need for everything that you have asked
us for and if you do, then we ought to fund it. If there are some
things we can save money on, it does not mean we ought to give
you less, because obviously there are some things that should be
funded that are not. I think it is just as important that you tell
us, tell this committee, what you think would be helpful that did
not get funded because I believe that this is the time to send the
right signals and to get started with reference to science and tech-
nology. I am somewhat concerned with whether we are doing
enough in that area, Doctor, and I would like your comments in
terms of research, science and technology.

Actually we are living in an era when about every 10 years we
completely change technology as I understand it. My questions will
be directed in that area. I thank you once again; it is a pleasure
to serve on this committee, and I hope we will be able to do you
justice and do the Defense Department justice.

My thought, if nobody else raised it, and if they did I want to
lend my voice to it, is about the $10 billion that you seek in an
emergency fund that would not be appropriated for specific pro-
grams or items. I think that is new and unique, and I don’t know
how we can do that and how it sets itself into the budget. So I be-
lieve there has to be some discussion about that $10 billion which
you want us to give you the flexibility on; I am not sure that we
can do that. But I do share the basic underpinnings of that request;
you do need flexibility in fast moving times. You might need a re-
serve for flexibility, but I am not sure that we know how to do that.

Thank you very much, Mr. Chairman.

Senator INOUYE. Senator Dorgan.

STATEMENT OF SENATOR BYRON L. DORGAN

Senator DORGAN. Dr. Wolfowitz, thank you very much for what
you are doing, and Secretary Rumsfeld and the administration. I
think things are going very well and the Congress and the Amer-
ican people appreciate that. I along with some of my colleagues was
in central Asia some weeks ago, and I could not be more proud of
the men and women who are serving our country and I know that
they recognize your leadership and the support of the Congress in
that service.

Dr. Wolfowitz, I would like to call you at some point if you will
take my telephone call to visit about a couple issues. There is no
money in this budget to buy airplanes for the Air National Guard.
We have some of the best pilots flying the oldest planes on Block
15, the F-16s, and you know, we need to do something about that.
We talked to the previous administration about it as well, and we
need to do something to reconcile that issue.

I would also like to just mention in the area of defense microelec-
tronics, there was an ad in the Post the other day to balance our
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procurement for weapons with information. As all of us know, the
Department of Defense has trouble keeping up with advances in
commercial electronics and information systems. New generations
of microchips are being introduced in the commercial world roughly
once every 18 months and by the time DOD deploys a system, its
electronics are often several generations behind those being mar-
keted in the commercial world. I hope that we can talk about the
defense microelectronics activity. Senator Stevens and I have done
some work in that area and I think it is an increasingly important
area that we recognize, especially in view of what is happening in
central Asia.

But again, let me—I know you came to testify and let me allow
you to do that. Thank you for being here and I hope we can pursue
a couple of these issues to help us address them.

Senator INOUYE. Senator Shelby.

STATEMENT OF SENATOR RICHARD C. SHELBY

Senator SHELBY. Mr. Chairman, I ask unanimous consent that
my entire statement be made part of the record.

Senator INOUYE. Without objection.

Senator SHELBY. And other than that, I just want to welcome
Secretary Wolfowitz to the committee and I look forward to what
he was to say. But I also want to join the chorus of the committee
in commending not only Secretary Wolfowitz, but Secretary Rums-
feld, for the leadership that you have shown over at the Pentagon.
I want to say thank you on behalf of my constituents and I think
a lot of the American people.

[The statements follows:]

PREPARED STATEMENT OF SENATOR RICHARD C. SHELBY

I want to applaud President Bush and our top defense officials for sending us an
fiscal year 2003 defense budget that I think all of us should be encouraged about.
While budget restraints necessitate that the push and pull continues for control of
limited dollars to fund competing requirements such as recapitalization and trans-
formation, I do believe that things are looking up at the Department of Defense. The
past decade has been very difficult indeed. Without congressional action to add de-
fense funding during those years, I would hate to see where the Department would
be now.

The Bush Administration’s $379 billion request signals a firm commitment to win-
ning the war on terrorism and to building a force that, through transformation, will
become even more dominant across the full spectrum of military operations. After
September 11, when we look both internally and abroad and assess the threats we
face, it is increasingly clear that we must pass this defense budget and continue to
work aggressively to build our defensive and offensive capabilities in future years.
The devastating attacks in New York and against the Pentagon prove that we are
vulnerable. It is sobering to realize just how vulnerable we are to the myriad of pos-
sible attacks we could suffer at the hands of terrorists. While the United States was
the target of the attack on September 11, our allies are also vulnerable to attack.
I am increasingly concerned when I look across the Atlantic and assess the military
capabilities of our allies. I see our most important partners and friends whose mili-
taries are falling further and further behind our own in funding and technology.

I also hear increasingly harsh rhetoric focused on the Administration’s prosecu-
tion of the war on terrorism and our willingness to act unilaterally. While we are
stronger with our allies standing beside us and contributing to this war on ter-
rorism, I do not believe that we should let the coalition dictate our interests. I look
to the Bush Administration to explore the “capabilities gap” that exists and continue
to work closely with our allies to promote cooperation as we move to the next phase
of the war on terrorism.

I intend to do what I can to support and help President Bush, Secretary Rums-
feld, and Deputy Secretary Wolfowitz to win this war as well as rebuild our armed
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forces and shape them for the future. These efforts will continue to require a lot
from our President and military officials. President Bush has provided outstanding
leadership in these efforts and continues to communicate in very clear and precise
terrﬁls with both the American people and with those abroad who would seek to do
us harm.

An honest budgetary assessment of the threats and the risks we face if we are
not prepared is represented in the fiscal year 2003 defense request before us. We
must invest in our men and women in uniform, in robust research and development
programs, in new and technologically superior weapons, in airlift and naval assets
that enable force projection, and in recapitalization of legacy systems that will form
the bridge to our future objective forces. Each service has needs and we should work
very hard to see that as many are met as possible.

We face a delicate balancing act—near and long term threats with limited dollars
to buy what we need across the services to modernize our military. The Bush Ad-
ministration has presented us with an encouraging defense request of $379 billion
that is projected to grow by $400 billion over the next five years. The war we are
waging and the changes we seek to make within our military will take time and
will be expensive, but I am confident that we will be victorious on both fronts.

ADDITIONAL SUBMITTED STATEMENTS

Senator INOUYE. The subcommittee has also received statements
from Senators Kohl and Cochran, which will be inserted into the
Record.

[The statements follow:]

PREPARED STATEMENT OF SENATOR HERB KOHL

In his budget request the President proposes a massive increase in defense spend-
ing for a nation at war. This budget calls for $379 billion in fiscal year 2003 defense
spending—a $48 billion increase—to fund pay raises, cover rising health care costs,
procure high tech weapons, and prosecute the on-going war on terrorism.

Especially during wartime, we are reminded of how much our security depends
upon maintaining a well trained and equipped fighting force. I am encouraged by
the investment this budget makes in our soldiers, providing a significant pay raise
and boosting the Base Housing Allowance to keep the benefits of military service
competitive with the private sector.

I am aware that a significant portion of the budget increase will go to funding
the increasing costs associated with providing health care to our soldiers, retirees,
and their families. General health care inflation and the new Tricare for Life pro-
gram provide significant funding challenges, but we must keep our commitment to
providing first-class health care to our military personnel.

The events of September 11th and our on-going campaign in Afghanistan dem-
onstrate the vital importance of transforming our nation’s military to meet the chal-
lenges of the 21st century. Our experience in Afghanistan has highlighted the crit-
ical role that intelligence, special forces, and high-tech, guided munitions play in
modern combat. But if we are to make a full investment in transforming our mili-
tary into a more mobile force, then we must have the leadership to make tough
choices. In reviewing this budget, I am concerned that while it makes the right in-
vestments in developing and procuring the weapons of the future, it fails to make
the necessary cuts in legacy systems.

This funding boost is the largest in two decades and the major portion of an over-
all budget that will return us to deficit spending. While the on-going war calls for
increased spending, the DOD must redouble current efforts to improve business
practices to get the most out of our tax dollars.

PREPARED STATEMENT OF SENATOR THAD COCHRAN

Mr. Chairman, I am pleased to join my colleagues in welcoming Secretaries Paul
Wolfowitz and Dov Zakheim here today. I look forward to working with them and
our Defense leadership to sustain and improve our current capabilities while our
military transforms strategies and platforms for the 21st century.

I am pleased that this year’s budget request attempts to address some of the con-
cerns of this Subcommittee, including fighting and winning the war on terror, main-
taining morale and readiness, transforming the military for the 21st century, im-
proving Department of Defense management operations, as well as providing a sig-
nificant development and deployment program for missile defenses. However, I am
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troubled that some areas still fall short of the mark, particularly ship construction.
I understand that the Quadrennial Defense Review calls for a minimum floor of 310
hulls to support our maritime strategy. Further, Defense and Navy leadership have
stated a requirement for 340-375 ships while the current shipbuilding rate is de-
creasing. I am concerned by the continued downward trend in shipbuilding and its
potential negative impact on our Nation and our Navy’s ability to maintain a cred-
ible forward presence and perform required missions. Additionally, I am concerned
with the harm that the construction rate is having on our shipbuilding industrial
base and its ability to meet future requirements.

Full commitment should be given to development of the DD(X) program and its
family of destroyer, cruiser, and littoral ship platforms. It will provide the operating
efficiencies, stealth, and power projection that will enable us to prevail in future
conflicts with less impact to our sailors and Marines.

A renewed commitment should also be given to the Marine Corps-Navy team in
the amphibious arena. Modern strategy points to maneuvering and presence in the
littorals, yet the amphibious shipbuilding program reflects only five ships through
fiscal year 2007. I look forward to your testimony.

Senator INOUYE. Thank you very much. I will now call upon Dr.
Wolfowitz.

SUMMARY STATEMENT OF DR. PAUL WOLFOWITZ

Dr. WoLFOWITZ. Mr. Chairman, members of the committee, it’s
an honor to appear before this committee. We are in the presence
of three decorated veterans from World War II, members of that
greatest generation, and I'm in the presence of a committee that
has been in the forefront of providing the resources that have en-
abled our servicemen and women to accomplish what they are
doing for this Nation’s security.

RESOURCES FOR THIS HISTORIC CHALLENGE

We do indeed face enormous challenges, in some ways not as big
perhaps in terms of the scale or the resources involved, but in
terms of the stakes involved, in some ways as big as that great
challenge of World War II. We are faced as we are always faced
with in wartime with these difficult issues of priorities, and Mr.
Chairman, you referred to that in your opening remarks and I'm
sure we will in the questions, but I think we all owe an enormous
debt, an enormous vote of thanks to what our military has been
able to accomplish already so far in this campaign.

If T had come to you in June and said we needed extra money
in order to be able to base forces in Kazakhstan, not only would
you not have believed me, I'm not sure I would have believed my-
self. I wouldn’t have even been able to tell you that that was in
Uzbekistan. We are now performing functions today that were in
no military plan as of September 11th, and we’re doing them I
think with great effectiveness.

And I believe, although one has to realize that there is still a
very long way to go, I think it’s unquestionable that the success so
far in that campaign has done a great deal to protect Americans
here at home. Secretary Rumsfeld has said no amount of defenses
and barriers and protective activities, and no amount of hunkering
down can protect us from every possible way the terrorists can at-
tack. Therefore, while we have to take security measures and we'’re
taking them on an enormous scale, and I might say not just in the
FBI or Customs, but also billions of dollars and tens of thousands
of people in the armed services are engaged in protecting our facili-
ties here in the United States.
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But by taking the war to the enemy and by doing it as effectively
as our men and women have been able to do, I believe has made
a significant contribution to the fact that so far, and I can only say
so far, that they haven’t struck again. It’s not that they’re not try-
ing. We have the evidence of Mr. Reid, who nearly killed 150 peo-
ple on a civilian airliner, who is clearly part of that same network.
We have intelligence every day that says they are still planning.

So there may be some downs as well as some ups, and I think
Senator Domenici said, it’s nice that things are going our way for
a change, and they are going our way for a change. Things may not
always be going our way. We've got to have the same kind of stay-
illllg power for this conflict that your generation had in World War

I think we can say thanks that we are able to accomplish this
campaign, this war, with a defense budget that even with this very
large increase, will be less than 3.5 percent of our Gross Domestic
Product (GDP). I don’t believe there is any time in history that I'm
aware of, certainly not in the history of the 20th century, when we
ever were able to go to war with that small a defense burden. I
hope it will stay at that level, but I think we should appreciate how
much is accomplished with a relatively small piece.

As we look at priorities, it’s not to shortchange any of the other
things that other agencies have to do for our security or related ac-
tivities that the State Department does to make this campaign pos-
sible, but I do believe that the priority does need to be on all of
those activities conducted by government that can help make not
only our citizens today safer but to provide a free and safe future
for our children and grandchildren.

Mr. Chairman, I have a much longer statement that I would like
to submit for the record, and if you will bear with me for maybe
10 minutes, I would like to just summarize the main points in it.

Senator INOUYE. Without objection.

ACCOMPLISHING SEVERAL MISSIONS SIMULTANEOUSLY

Dr. WoLrowIiTZ. We are in fact trying to do two major tasks at
the same time. We are trying to fight a war on terrorism. We are
also trying to prepare our forces for the conflicts that might come
a decade from now or even longer, and the defense forces of any
particular year are very much the product of investments that were
made a decade or two decades before. So even as we're fighting this
war, we need to be certain that we’re doing everything we can to
make sure that our successors 10 or 20 years from now have those
capabilities they need to protect our country in the future.

When the Cold War ended, Mr. Chairman, we began a very sub-
stantial draw down of our defense forces and our budgets, which
was appropriate to do so. We cashed a large peace dividend, low-
ering the level of our defense burden by half of what it was at Cold
War peak. Much of that, as I said, was an appropriate adjustment
to the great improvement in our security that resulted from victory
in the Cold War. But ultimately, that draw down went too far.

While our commitments around the world stayed the same and
even grew in some cases, our country spent much of the 1990s liv-
ing off of investments made in the Cold War instead of making new
investments to address the threats of this new century. As I dis-
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cussed with this committee last year, even before September 11, we
faced the urgent need to replenish critical accounts. After Sep-
tember 11, we find ourselves facing the additional challenge of ac-
complishing three significant missions at the same time. We can
only accomplish those three missions, fighting the war on terror,
supporting our people, and selectively modernizing the forces we
have and transforming our Armed Forces for wars of the future,
with proper investments over a sustained period.

RISING COSTS AND MUST-PAY BILLS

And we have to accomplish these missions in an environment of
rising costs, particularly rising costs for the most critical element
of the force, our people. Indeed, if one wants to understand prop-
erly why we are here for such a large increase, a $48 billion in-
crease, [ think you need to understand that the 2003 budget ad-
dresses a variety of must-pay bills, and many of them are per-
sonnel accounts. It includes a $14.1 billion increase for retiree
health care and pay raises. If we don’t pay our people properly, we
risk jeopardizing that critical element of the force.

There are other bills such as realistically pricing the systems
that we buy and realistically costing our activities, that’s another
$7.4 billion. There is $6.7 billion to cover inflation, and $19.4 bil-
lion including the contingency fund, for the war on terror. Added
together, those bills come to $47.6 billion, which is why President
Bush sent to Congress a 2003 defense budget request of $379 bil-
lion, a $48 billion increase from the 2002 budget. And if you do
that arithmetic, Mr. Chairman, you can see that the only reason
we are able to have a considerable amount of money to invest in
new programs after paying all of those bills is because we have in
fact reallocated priorities, killed programs, and made hard choices
and smart choices.

NEW DIRECTIONS FROM THE QDR

The 2003 budget request was guided by the results of last year’s
strategy review and the Quadrennial Defense Review (QDR). Out
of the intense debate that led to those reviews, we reached agree-
ment within the Department on the urgent need for real changes
on our defense strategy.

Among the new directions set in the QDR, I've highlighted three
as among the most important. First, we decided to move away from
the two major theater war force sizing construct to a new approach
that instead places greater emphasis on deterrence in four critical
theaters, backed by the ability to swiftly defeat two aggressors at
the same time while preserving the option for one rather than two
major offensives to occupy an aggressor’s capital and replace the
regime.

Second, to confront a world marked by surprise and substantial
uncertainty, we concluded that we needed to shift our planning
from the threat-based model that has guided our thinking in the
past to a capabilities-based model that is more appropriate for a fu-
ture that is highly uncertain.

Third, that capabilities-based approach places great emphasis on
defining where we want to go with the transformation of our forces.
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In the testimony that follows, I'm going to address where we are
putting dollars and resources behind that transformation. As Sec-
retary Rumsfeld has said, transformation is about more than just
dollars, it’s about more than bombs and bullets and dollars and
cents, it’s about new approaches, it’s about culture, it’s about
mindset and ways of thinking of things. And that by the way, Mr.
Chairman, has been characteristic of major military trans-
formations in the past, where frequently we have seen two adver-
saries, one of whom was equally equipped with the same new
equipment, but one of which understood the implications and the
organizational doctrine, the cultural changes required to use it ef-
fectively and the other didn’t.

Indeed, that is part of the reason why the British, many think
that is why the British and French lost the Battle of France in a
mere 4 weeks to an enemy that was no stronger in equipment ac-
counts. In just the few months of the current campaign, we have
seen a great deal of that kind of change underway.

To mention just one example, not long ago I had the opportunity
to be briefed by an Air Force F-15 pilot who had been persuaded
to forego a rated pilot’s job to instead fly an unmanned Predator
aircraft from a location far from the field of battle. For a pilot des-
tined for the cockpit, it was a difficult choice for her, yes, it was
a woman pilot, especially given concerns among pilots that such an
assignment could stymie their careers. There is no question that
unmanned vehicles have made a significant impact in the current
campaign, and promise even greater operational impacts in the fu-
ture, which is why the Air Force leadership today is working hard
to encourage other such trailblazers to become Predator pilots and
help define a new concept of operations. So at this moment, what
it means to be a fighter pilot in the U.S. Air Force is undergoing
a transformation.

It’s also important to note that transformation doesn’t mean
transforming the entire force overnight. It begins with leveraging
the systems we have with new technology and new thinking, and
as we begin by changing only a small percentage of the force, we
can indeed change the capability of the entire force. That is our
aim, and by giving some definition to what transformation is and
putting money behind those ideas, we believe we have already en-
ergized the defense team in dramatic ways, but we can energize a
transformation that will be ongoing and exponential and provide
the right forces to our successors a decade from now.

In the QDR and the review that defined our investment priorities
in the 2003-2007 budget, we identified six key transformational
goals, and I would like to discuss how this budget addresses those
goals. I would note that the budget as a whole requests some $53.9
billion for research, development, test and evaluation (RDT&E).
That’s a $5.5 billion increase over fiscal year 2002. And it requests
$71.9 billion for procurement, that’s a $7.6 billion increase over fis-
cal year 2002. It funds 13 new transformational programs and ac-
celerates funding for 22 more existing programs.

Out of that total investment of some $125, $126 billion in pro-
curement and RDT&E, the transformation programs that I am
going to discuss in those six key categories account for roughly $21
billion, or 17 percent of our investment funding, rising to 22 per-
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cent over the course of the Future Years Defense Program (FYDP).
Let me discuss the details of that $21 billion into the six key cat-
egories as follows:

First, our highest transformational priority and identified as
such even before September 11 is protecting our bases of operation
and homeland defense. We know that both terrorists and state sup-
porters of terrorism are actively looking to build or buy nuclear,
chemical and biological weapons of mass destruction. We also know
that a number of hostile regimes, many of them by the way who
also support terrorism, are investing heavily in ballistic missile ca-
pabilities that threaten our allies and even to threaten the home-
land of the United States. To meet our objective in making home-
land defense the Department’s top priority, the President’s 2003
budget funds a number of programs, including not only a $7.8 bil-
lion request for our refocused and revitalized missile defense re-
search and testing program, but it is also important to note that
the budget invests £10.5 billion for a variety of programs directly
addressed to combating terrorism. That’s almost double, in fact
slightly more than double the amount that we were investing in
that area just 2 years ago, and approximately $3 billion more that
we are budgeting for missile defense in fiscal year 2003. That is
due in very great measure to new priorities that we have to ad-
dress in the wake of September 11, needs that range from the im-
mediate necessities of hiring guards and building jersey barriers to
the long-term necessities of training first responders and refining
our intelligence response to the ongoing threat of terrorism.

Of that $18.3 billion I just identified, we consider some $8 billion
of that to be truly transformational. And I should note that in the
totals I'm giving you for transformational programs, we are apply-
ing a pretty tight definition to what we consider transformational.

Our second transformational goal from the QDR is denying en-
emies sanctuary. Again, this was identified as a high priority long
before September 11. It has obviously been a major capability we
have been using in this campaign. As we root out al Qaeda and
members of the Taliban, it is readily apparent how important it is
to be able to rob our enemies of places to hide and function.

The key to that is long-range precision strike and I would em-
phasize that long-range precision strike is not just about heavy
bombers. It’s also done with ground forces and most importantly,
it’s done most effectively when we can link ground and air assets
together. During my last tour at the Pentagon, Mr. Chairman, dur-
ing the Persian Gulf War, where we worked so hard to try to stop
the Iraqi scud attacks on Israel, we had an almost total inability
to take advantage of what we had in the air and link it with the
brave people we put in on the ground. Obviously we have come a
long way in the last 10 years in what we’ve been able to do in Af-
ghanistan, but we need to go much further.

As we have seen in the campaign in Afghanistan, Special Forces
mounted on horseback have used modern communications to direct
strikes from 50-year-old B-52s. When Secretary Rumsfeld was
asked why he was introducing the horse cavalry back into modern
war, he said it was all part of the transformation plan, and indeed
it is. Transformation isn’t just developing new systems, it’s also
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about using old systems in new ways with new doctrines, new
types of organization, and new operational concepts.

The fiscal year 2003 budget funds a number of programs de-
signed to help us deny sanctuary to our enemies. It includes rough-
ly $1 billion of increased spending on unmanned aerial vehicles. It
includes another billion dollars for conversion, to start the conver-
sion of four Trident nuclear submarines from a Cold War nuclear
mission into stealthy, high endurance conventional strike sub-
marines.

It’s important to note as I say, that we are applying a very strict
definition to which programs we consider transformational. As an
illustration, there are many things in this budget not included in
these figures. For example in this budget request, we’re asking for
nearly §2 billion, $1.7 billion precisely, for funding to increase pro-
duction of the joint direct attack munitions and other precision
guided munitions which have proven critical to making trans-
formation work.

With just that strict definition, the fiscal year 2003 budget re-
quests 53.2 billion for transformational programs to support that
objective of denying sanctuary to our adversaries, and $16.9 billion
over the FYDP, an increase of 157 percent.

The third critical category is countering the very determined ef-
forts of those who want to keep us out of their operating areas
through what we call anti-access strategies, by attacking our ships
at sea or denying us access to bases or attacking our bases. We see
both in what our adversaries say and what they do that they recog-
nize that if they have to go head to head with American forces,
they will lose. If they can keep us from being able to operate in
their area, it’s their only chance. We have to be able to counter
that. Overall, the fiscal year 2003 budget requests $7.4 billion for
programs to support that goal of projecting power over vast dis-
tances, and $53 billion over the FYDP, an increase of 21 percent.

Our fourth key goal is leveraging information technology, the
technology that was key to linking horse cavalry and B-52s. In
that example, less than 20 minutes from the time a Non Commis-
sioned Officer (NCO) on horseback entered key information into his
laptop, Joint Direct Attack Munitions (JDAMs) launched from a B—
52 miles away were dropping on enemy positions just a few hun-
dred meters from that NCO, who was obviously a brave man, I
would point out. Clearly a key transformation goal is to leverage
advances in information technology to seamlessly connect United
States forces to insure that they see the same precise real-time pic-
ture of the battlefield.

The fiscal year 2003 budget funds a number of programs de-
signed to leverage information technology. One technology that
we're investing in heavily which has very large future potential is
laser communications, a promising experimental that if successful
will give wide-band satellites the ability to pass data to each other
at speeds measured in gigabits per second, as opposed to megabits
per second, a significant and dramatic improvement.

I would note, Mr. Chairman, I don’t think you had to worry
about gigabits during World War II, but it’s impressive to see what
the young men and women, for example, at Fort Lewis in Wash-
ington, what they were able to do with computers. It’s almost sec-
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ond nature to them, and one example that we got at that same Air
Force briefing I referred to, we were told about how the people net-
ting these information gathering networks together are operating
in chat rooms, operating six chat rooms at a time. We don’t have
to teach them the chat room product, they come into the service al-
ready knowing this remarkable capability.

The fiscal year 2003 budget requests $2.5 billion for programs to
support this objective of leveraging information technology.

Our fifth objective as information warfare takes an increasingly
significant role in modern war is to be able to protect our informa-
tion networks and to attack or cripple those of our adversaries.
Many of the programs in that area are classified, it is a new area,
it’s one that I think we have to work even harder. The fiscal year
2003 budget requests $174 million for programs to support that ob-
jective, an increase of 28 percent over the FYDP.

Finally, our sixth priority for transformation is space. Space is
the ultimate high ground. The fiscal year 2003 budget requests
about $200 million to strengthen space capabilities and $1.5 billion
over the FYDP, an increase of 145 percent.

As important as transformation is, Mr. Chairman, it is even
more important to take care of our people. They are the key, not
only to the future but also to the present. The men and women who
wear our Nation’s uniform are doing us proud. Military service by
its nature asks our service members to assume risks and sacrifices
that the rest of us do not. We should not ask those who put them-
selves in harm’s way to forego competitive pay or quality housing.
The President’s fiscal year 2003 budget requests $94 billion for
military pay and allowances, including $1.9 billion for an across-
the-board 4.1 percent pay raise.

It also makes major advances in lowering out of pocket housing
costs for those living in private housing so that we will be able by
2005 to eliminate all out of pocket housing costs for our men and
women in uniform.

Just a word, Mr. Chairman, about cost savings. We understand
that we have a requirement to make the best possible use of the
very substantial resources that you and your colleagues and the
American taxpayers are providing us. We have taken a realistic ap-
proach in looking at a number of programs and found areas where
we can save money. We have proposed terminating a number of
programs over the next 5 years that were not in line with the new
defense strategy or were having program difficulties, including the
DD-21, the Navy Area Missile Defense, some 18 Army Legacy pro-
grams and the Peacekeeper Missile. We also accelerated retirement
of a number of aging and expensive to maintain capabilities such
as the F-14, DD-963 destroyers, and the Vietnam-era helicopters.

We are also proceeding toward our goal of 15 percent reduction
in headquarters staffing, and the Senior Executive Council is find-
ing additional ways and will continue to find additional ways to
manage the Department more efficiently.

The budget as I mentioned at the beginning, reflects over $9 bil-
lion in redirected funds from acquisition program changes, manage-
ment improvements and other initiatives, savings that help to fund
transformation and other pressing requirements.
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Throughout this budget, Mr. Chairman, we were required to
make some tough trade-offs. We were not able to meet our objective
of lowering average age of tactical aircraft. However, we are invest-
ing in unmanned aircraft and in the F-22 and the joint strike
fighter, which require significant up-front investments, but will not
come on line for several years. While the budget proposes faster
growth in science and technology, we have not yet met our goal of
having 3 percent of the budget in that category. And we have not
been able to fund ship building at replacement rates in 2003. Al-
though our ships are relatively new, we've got to change that
course or we will eventually find ourselves with a substantially re-
duced force.

In conclusion, Mr. Chairman, a budget of $379 billion is obvi-
ously a great deal of money, but it is misleading to compare this
budget to budgets of the Cold War or to the defense budgets of
other countries. We do not face other countries’ budgets on the bat-
tlefield; we fight their forces. The budget of the Taliban would have
been a tiny fraction of that of the United States. Yet, it has been
unquestionably important that we have had the capability to de-
ploy forces thousands of miles away rapidly and effectively to an
unexpected theater of operations to defeat that force.

Our success thus far in meeting this challenge only confirms that
ours is the best military force in the world. We must have the best
military force in the world. We can’t afford to have less than that.

The New York comptroller’s office estimated the local economic
cost of the September 11 attacks on New York City alone will add
up to about $100 billion over the next 3 years. Estimates of the cost
to the national economy from September 11 range from about $170
billion last year and estimates range as high as almost $250 billion
a year in lost productivity, sales, jobs, airline revenue, and count-
less other areas. The cost of human lives and the pain and suf-
fering of so many thousands of Americans is incalculable.

PREPARED STATEMENT

The President’s budget addresses our country’s need to fight the
war on terror, to support our men and women in uniform, and to
prepare for the challenges of the 21st century. This committee has
been and continues to be an important safeguard of the long-term
interests of our great nation, and I know you understand there is
nothing more important than preserving peace and security. We
look forward to working, continuing to work with this committee to
insure that peace and security is what we can leave to generations
to come. Thank you for your patience.

[The statement follows:]

PREPARED STATEMENT OF DR. PAUL WOLFOWITZ
INTRODUCTION

Mr. Chairman and Members of the Committee: This Committee has provided our
country great bipartisan support and strong leadership, and our relationship with
the Committee and its staff has been truly outstanding from beginning to end. I ap-
preciate the opportunity to return to this committee to testify in support of the 2003
defense budget request. Since we met last summer, a great deal has changed, of
course. I look forward to addressing some of these changes with you.

One of the greatest—and gravest—changes was brought by September 11th—a
day that changed our nation forever. September 11th has taught us once again that
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when it comes to America’s defense, we must spend what is necessary to protect our
freedom, our security and prosperity—not just for this generation, but to preserve
peace and security for our children and our grandchildren.

Today, we are engaged in the enormous task of fighting a global war on terrorism.
As difficult as it is to think about other challenges in the middle of waging this war,
it is essential that we think beyond our current effort if we are to face the security
challenges and conflicts that are certain to arise throughout this century.

The 2003 Defense Budget request is designed to address the President’s goals in
five key areas: (1) fighting and winning the war on terror; (2) defending the Amer-
ican people from a range of potential threats, from securing the homeland to defend-
ing against ballistic and cruise missiles; (3) restoring morale and readiness of the
Armed Forces; (4) transforming the force; and (5) managing the Defense Department
in a more business-like manner. Many elements of the budget address more than
one of these goals. However, my remarks today will focus largely on what we are
doing to transform the force, a critical area in which we need Congress’s help.

When the Cold War ended, the United States began a very substantial draw down
of our defense forces and our budgets. We cashed a large “peace dividend,” lowering
the level of our defense burden by half from the Cold War peak. Much of that was
an appropriate adjustment to the great improvement in our security that resulted
from the end of the Cold War. The draw down, however, ultimately went too far.

While our commitments around the world stayed the same and even grew in some
cases, our country spent much of the 1990s living off investments made during the
Cold War, instead of making new investments to address the threats of this new
century. As I discussed with this committee last year, even before September 11th,
we faced the urgent need to replenish critical accounts. After September 11th, we
find ourselves facing the additional challenges of accomplishing three significant
missions at the same time: First, to win the global war on terrorism; second, to re-
store capabilities by making investments in procurement, people and modernization;
and, third, to prepare for the future by accelerating the transformation for the 21st
Century.

It will be difficult and demanding to tackle all three of these missions at once,
but we must do it—and without delay. Even as we fight the war on terror, potential
adversaries study our methods and capabilities, and they plan for how they can take
advantage of what they perceive to be our weaknesses and vulnerabilities. Now is
precisely the moment we must begin to build forces that can frustrate those plans
and provide us with the capabilities we need to win the wars of the coming decades.

We can only accomplish the Defense Department’s three missions—fighting the
war on terrorism, supporting our people and selectively modernizing the forces we
have now, and transforming our Armed Forces for the wars of the future—with
proper investments over a sustained period. And we must accomplish these missions
in an environment of rising costs, particularly for that most critical element of the
force—our people. Comparisons have been drawn between this budget request and
those of the Cold War—but, it is important to consider that we simply could not
buy the quality of people that comprise today’s force, nor could we equip and train
them properly, at Cold War prices.

The 2003 budget addresses “must pay” bills such as retiree health care and pay
raises ($14.1 billion)—if we don’t pay our people properly, we risk losing this critical
element of the force; and there are other bills such as realistic costing ($7.4 billion);
inflation ($6.7 billion): and the war on terrorism ($19.4 billion). Added together,
these bills come to $47.6 billion. That is why President Bush sent to Congress a
2003 defense budget request of $379 billion—a $48 billion increase from the 2002
budget, and the largest increase since the early 1980s.

NEW DEFENSE STRATEGY

The 2003 budget request was guided by the results of last year’s strategy review
and the Quadrennial Defense Review (QDR), both of which involved an unprece-
dented degree of debate and discussion among the Department’s most senior lead-
ers. Out of this intense debate, we reached agreement on the urgent need for real
changes in our defense strategy.

I might add that our conclusions have not gone unnoticed. One foreign observer
reports that the QDR contains “the most profound implications” of the four major
defense reviews conducted since the end of the Cold War. What is most compelling
about this analysis is that it appears in a Chinese journal. That Chinese observer
thinks the QDR’s conclusions are important as a blueprint for where we go from
here—and we think so, too.
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My statement today addresses how the President’s budget intends to meet this
blueprint, shaped by the needs of the environment we face today and the environ-
ment we could face in the decades to come.

Among the new directions set in the QDR, the following are among the most im-
portant:

First, we decided to move away from the two Major Theater War (MTW) force
sizing construct, which called for maintaining forces capable of marching on and oc-
cupying the capitals of two adversaries and changing their regimes—at the same
time. The new approach instead places greater emphasis on deterrence in four crit-
ical theaters, backed by the ability to swiftly defeat two aggressors at the same
time, while preserving the option for one major offensive to occupy an aggressor’s
capital and replace the regime. By removing the requirement to maintain a second
occupation force, we can free up resources for various lesser contingencies that
might face us and also be able to invest for the future.

Second, to confront a world marked by surprise and substantial uncertainty, we
agreed that we needed to shift our planning from the “threat-based” model that has
guided our thinking in the past to a “capabilities-based” model for the future. We
don’t know who may threaten us or when or where. But, we do have some sense
of what they may threaten us with and how. And we also have a sense of what ca-
pabilities can provide us important new advantages.

Third, this capabilities-based approach places great emphasis on defining where
we want to go with the transformation of our forces. Transformation, as Secretary
Rumsfeld has said, “is about an awful lot more than bombs and bullets and dollars
and cents; it’s about new approaches, it’s about culture, it’s about mindset and ways
of thinking of things.”

Even in just the few months of the current campaign, we have seen a great deal
of that kind of change underway. To mention just one example, not long ago, an
Air Force F-15 pilot had to be persuaded to forego a rated pilot’s job to fly, instead,
an unmanned Predator aircraft from a location far from the field of battle. For a
pilot destined for the cockpit, it was a difficult choice for her—especially given con-
cerns among some pilots that such an assignment could stymie their careers. But
there is no question that unmanned vehicles have made a significant impact in the
current campaign and promise even greater operational impacts in the future—
which is why the Air Force leadership is working hard to encourage other such trail-
blazers to become Predator pilots and help define a new concept of operations. So,
at this moment, what it means to be a fighter pilot in the U.S. Air Force is under-
going a transformation.

It 1s also important to note that transformation cannot mean transforming the en-
tire force overnight. It begins with leveraging the systems we have with new tech-
nology and new thinking. As we begin by changing only a small percentage of the
force we can, in fact, change the capability of the entire force.

That is our aim. And by giving some definition to what transformation is and put-
ting money behind these ideas, we can energize the Defense team in dramatic ways,
and energize a transformation that will be ongoing and exponential.

We identified six key transformational goals that define our highest priorities for
investments in the 2003—-07 Future Years Defense Program (FYDP). First, to protect
the U.S. homeland and forces overseas; second, to project and sustain power in dis-
tant theaters; third, to deny enemies sanctuary, or places where they can hide and
function; fourth, to protect information networks from attack; fifth, to use informa-
tion technology to link up U.S. forces so they can fight jointly; and sixth, to main-
tain unhindered access to space—and protect U.S. space capabilities from enemy at-
tack.

We reached these conclusions before September 11th, but our experiences since
then have validated many of those conclusions, and reinforced the importance of
continuing to move forward in these new directions. The 2003 budget request ad-
vances each of the six transformational goals by accelerating funding for the devel-
opment of the transformational programs and by funding modernization programs
that support transformation goals.

The budget requests $53.9 billion for Research, Development, Test, and Evalua-
tion (RDT&E)—a $5.5 billion increase over fiscal year 2002. It requests $71.9 billion
for procurement—$68.7 billion in the procurement title—a $7.6 billion increase over
fiscal year 2002—and $3.2 billion in the Defense Emergency Response Fund. It
funds 13 new transformational programs, and accelerates funding for 22 more exist-
ing programs.

All together, transformation programs account for roughly $21.1 billion, or 17 per-
cent, of investment funding (RDT&E and procurement) in the President’s 2003
budget request—rising to 22 percent over the five year FYDP. Let me discuss the
details of the $21.1 billion in each of the six categories that follow.
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1. Protecting Bases of Operation [ Homeland Defense

It is obvious today that our first goal, protecting our bases of operation and home-
land defense, is an urgent priority—especially since we know that both terrorists
and state—supporters of terrorism are actively looking to build or buy nuclear,
chemical and biological weapons of mass destruction.

To meet our objective of making homeland defense the Department’s top priority,
the President’s 2003 budget funds a number of programs. These include:

—$300 million to create a Biological Defense Homeland Security Support Program
to improve U.S. capabilities to detect and respond to biological attack against
the American people and our deployed forces.

—$7.8 billion for a refocused and revitalized missile defense research and testing
program that will explore a wide range of potential technologies that will be un-
constrained by the ABM Treaty after June 2002, including:

—$623 million for the Patriot PAC III to protect our ground forces from cruise
missile and tactical ballistic missile attack.

—$3.5 million for the Mobile Tactical High-Energy Laser that can be used by
U.S. ground forces to destroy enemy rockets, cruise missiles, artillery and
mortar munitions.

—$598 million for the Airborne Laser (ABL), a speed of light “directed energy”
weapon to attack enemy ballistic missiles in the boost-phase of flight—deter-
ring an adversary’s use of WMD since debris would likely land on their own
territory.

—$534 million for an expanded test-bed for testing missile intercepts;

—$797 million for sea, air and space-based systems to defeat missiles during
their boost phase;

It is important to note that the budget invests $10.5 billion for combating ter-
rorism programs, which is $5.1 billion more than we were investing in that area
just two years ago and approximately $3 billion more than we have budgeted on
missile defense in 2003. That is due, in very great measure, to new priorities we
must address in the wake of September 11th—needs that range from the immediate
necessities of hiring guards and building jersey barriers to the long-term necessities
of training first responders and refining our intelligence response to the on-going
threat of terrorism. But, our commitment to missile defense remains as strong as
ever—especially in the wake of 9/11, which is just a pale shadow of what adver-
saries armed with weapons of mass destruction could do.

The budget invests §8 billion to support defense of the U.S. homeland and forces
abroad—$45.8 billion over the five year Future Years Defense Plan (2003-07), an
increase of 47 percent from the previous FYDP. In addition, the budget funds com-
bat air patrols over major U.S. cities ($1.2 billion) and other requirements related
to this transformation goal.

2. Denying Enemies Sanctuary

The President’s budget funds a number of programs to ensure adversaries know
that if they attack, they will not be able to escape the reaches of the United States.
As we root out al Qaeda and members of the Taliban, it is readily apparent how
important it is to rob our enemies of places to hide and function—whether it be in
caves, in cities, or on the run.

Key to denying sanctuary is the development of new capabilities for long-range
precision strike, which is not just about heavy bombers, but about linking ground
and air assets together, including unmanned capabilities. It also includes the ability
to insert deployable ground forces into denied areas and allow them to network with
our long-range precision-strike assets.

This is something we have seen in the campaign in Afghanistan. Our Special
Forces, mounted on horseback, have used modern communications to communicate
with and direct strikes from 50-year-old B-52s. Introducing the horse cavalry back
into modern war, as Secretary Rumsfeld has said, “was all part of the trans-
formation plan.” And it is. Transformation isn’t always about new systems, but
using old systems in new ways with new doctrines, new types of organization, new
operational concepts.

The President’s 2003 budget funds a number of programs designed to help us
meet our objective of denying sanctuary to enemies. They include:

—$141 million to accelerate development of UAVs with new combat capabilities.

—$629 million for Global Hawk, a high-altitude unmanned vehicle that provides

reconnaissance, surveillance and targeting information. We will procure three
Air Force Global Hawks in 2003, and accelerate improvements such as elec-
tronics upgrades and improved sensors, and begin development of a maritime
version.
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—$91 million for the Space-Based Radar, which will take a range of reconnais-
sance and targeting missions now performed by aircraft and move them to
space, removing the risk to lives and the need for over-flight clearance;

—$54 million for development of a small diameter bomb, a much smaller, lighter
weapon that will allow fighters and bombers to carry more ordnance and thus

rovide more kills per sortie;

—$1 billion for conversion of four Trident nuclear submarines into stealthy, high
endurance SSGN Strike Submarines that can each carry over 150 Tomahawk
cruise missiles and up to 66 Special Operations Forces into denied areas;

—$30 million for advanced energetic materials and new earth penetrator weapons
to attack hardened and deeply buried targets;

—$961 million for the DD(X), which replaces the cancelled DD-21 destroyer pro-
gram and could become the basis of a family of 21st Century surface combat
ships built around revolutionary stealth, propulsion, and manning technologies.
Initial construction of the first DD(X) ship is expected in fiscal year 2005.

It is important to note that we have applied a very strict definition to which pro-
grams we include in these totals as transformational. Many things that enable
transformation are not included in these figures. For example, the $1.7 billion in
this budget for funding for the Joint Direct Attack Munitions (JDAMs) and other
precision guided munitions are, in fact, critical to making transformation work, but
are not part of the total I have mentioned here.

With that strict definition, the 2003 budget requests $3.2 billion for trans-
formational programs to support our objective of denying sanctuary to America’s ad-
versaries, and $16.9 billion over the five year FYDP (2003-07)—an increase of 157
percent.

3. Projecting Power in Anti-access Areas

A third critical category is countering the very determined efforts of those who
want to keep us out of their operating areas through what we call anti-access strate-
gies, by attacking our ships at sea or denying us access to bases or attacking our
bases.

Projecting and sustaining power in anti-access environments has been a necessity
in the current campaign; circumstances forced us to operate from very great dis-
tances.

In many other cases, U.S. forces depend on vulnerable foreign bases to operate—
creating incentives for adversaries to develop “access denial” capabilities to keep us
out of their neighborhoods.

We must, therefore, reduce our dependence on predictable and vulnerable base
structure, by exploiting a number of technologies that include longer-range aircraft,
unmanned aerial vehicles, and stealthy platforms, as well as reducing the amount
of logistical support needed by our ground forces so we can deploy them rapidly in
an agile, flexible way.

The President’s 2003 budget includes increased funds for a number of programs
designed to help us project power in “denied” areas. These include:

—$630 million for an expanded, upgraded military GPS that can help U.S. forces
pinpoint their position—and the location of their targets—with unprecedented
accuracy.

—3$5 million for research in support of the Future Maritime Preposition Force of
new, innovative ships that can receive flown-in personnel and off-load equip-
ment at sea, and support rapid reinforcement of conventional combat oper-
ations. Construction of the first ship is planned for fiscal year 2007.

—$83 million for the development of Unmanned Underwater Vehicles that can
clear sea mines and operate without detection in denied areas.

—About $500 million for the Short Takeoff/Vertical Landing (STOVL) Joint Strike
Fighter that does not require large-deck aircraft carriers or full-length runways
to takeoff and land.

—$812 million for 332 Interim Armored Vehicles—protected, highly mobile and le-
thal transport for light infantry—enough for one of the Army’s transformational
Interim Brigade Combat Teams (IBCT). The fiscal year 2003-2007 FYDP funds
six IBCTs at about $1.5 billion each.

—$707 million for the Army’s Future Combat System—a family of advanced-tech-
nology fighting vehicles that will give future ground forces unmatched battle-
field awareness and lethality.

—$88 million for new Hypervelocity Missiles that are lighter and smaller (4 feet
long and less than 50 pounds) and will give lightly armored forces the lethality
that only heavy armored forces have today.
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The 2003 budget requests $7.4 billion for programs to support our goal of pro-
jecting power over vast distances, and $53 billion over the five year FYDP (2003—
07)—an increase of 21 percent.

4. Leveraging Information Technology

A fourth important goal is leveraging information technology. Information tech-
nology was the key to linking the horse cavalry with B-52s in my earlier example.
In less than 20 minutes from the time an NCO on horseback entered key informa-
tion into his laptop, JDAMs launched from a B-52 miles away were dropping on
enemy positions—within just a few hundred meters of the NCO. Clearly, a key
transformation goal is to leverage advances in information technology to seamlessly
connect U.S. forces—in the air, at sea and on the ground so they can communicate
with each other, instantaneously share information about their location (and the lo-
cation of the enemy), and all see the same, precise, real-time picture of the battle-
field.

The President’s 2003 budget funds a number of programs designed to leverage in-
formation technology. These include:

—$172 million to continue development of the Joint Tactical Radio System, a pro-
gram to give our services a common multi-purpose radio system so they can
communicate with each other by voice and with data;

—$150 million for the “Link-16” Tactical Data Link, a jam-resistant, high-capac-
ity, secure digital communications system that will link tactical commanders to
shooters in the air, on the ground, and at sea—providing near real-time data;

—$29 million for Horizontal Battlefield Digitization that will help give our forces
a common operational picture of the battlefield;

—$61 million for the Warfighter Information Network (WIN-T), the radio-elec-
tronic equivalent of the World Wide Web to provide secure networking capabili-
ties to connect everyone from the boots on the ground to the commanders;

—$77 million for the “Land Warrior” and soldier modernization program to inte-
grate the small arms carried by our soldiers with high-tech communications,
sensors and other equipment to give new lethality to the forces on the ground;

—$40 million for Deployable Joint Command and Control—a program for new
land- and sea-based joint command and control centers that can be easily relo-
cated as tactical situations require.

One technology that we are investing in, which has very large potential implica-
tions, is laser communications, a promising, experimental technology that, if suc-
cessful, would give wide-band satellites the ability to pass data to each other at
speeds measured in gigabits per second as opposed to megabits per second—a sig-
nificant and dramatic improvement.

The 2003 budget requests $2.5 billion for programs to support this objective of
leveraging information technology, and $18.6 billion over the five year FYDP (2003—
07)—an increase of 125 percent.

5. Conducting Effective Information Operations

As information warfare takes an increasingly significant role in modern war, our
ability to protect our information networks and to attack and cripple those of our
adversaries will be critical.

Many of the programs supporting this objective are classified. But the President’s
2003 budget funds a number of programs designed to provide unparalleled advan-
tages in information warfare, such as $136.5 million for the Automated Intelligence,
Surveillance and Reconnaissance System, a joint ground system that provides next-
generation intelligence tasking, processing, exploitation and reporting capabilities.

The 2003 budget requests $174 million for programs to support this objective—
$773 million over the five-year FYDP (2003-07)—an increase of 28 percent.

6. Strengthening Space Operations

Space is the ultimate “high ground.” One of our top transformational goals is to
harness the United States’ advantages in space where we can see what adversaries
are doing around the world and around the clock. As we move operations to space,
we must also ensure the survivability of our space systems.

The President’s 2003 budget includes funds for a number of programs designed
to provide unmatched space capabilities and defenses. These include:

—$88 million for Space Control Systems that enhance U.S. ground based surveil-
lance radar capabilities and, over time, move those surveillance capabilities into
space;

—$103.1 million for Directed Energy Technology to deny use of enemy electronic
equipment with no collateral damage, to provide space control, and to pinpoint
battlefield targets for destruction.
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The 2003 budget requests about $200 million to strengthen space capabilities—
$1.5 billion over the five-year FYDP (2003-07)—an increase of 145 percent.

Of course, we cannot transform the entire military in one year, or even in a dec-
ade—nor would it be wise to try to do so. Rather, we intend to transform a percent-
age of the force, the leading edge of change that will, over time, lead the rest of
the force into the 21st Century. As Secretary Rumsfeld has emphasized, “trans-
formation is not an event—it is an ongoing process.”

PEOPLE/MILITARY PERSONNEL

While we transform for the future, we must take care of our most valuable re-
source: the men and women who wear our nation’s uniform. Military service by its
nature asks our service members to assume certain risks and sacrifices. But, we
should not ask those who put themselves in harm’s way to forego competitive pay
and quality housing.

The President’s 2003 budget requests $94.3 billion for military pay and allow-
ances, including $1.9 billion for an across-the-board 4.1 percent percent pay raise.

The budget also includes $4.2 billion to improve military housing, putting the De-
partment on track to eliminate most substandard housing by 2007—several years
sooner than previously planned. It will also lower out-of-pocket housing costs for
those living in private housing from 11.3 percent today to 7.5 percent in 2003—put-
ting us on track to eliminate all out of pocket housing costs for the men and women
in uniform by 2005. This represents a significant change—before 2001, out-of-pocket
costs were 18.8 percent.

We stand by our goal of reducing the replacement rate for DOD facilities from
the current and unacceptable 121 years, to a rate of 67 years (which is closer to
the commercial standard). We have dedicated some $20 billion over the 2003—07
FYDP to this end. But most of those investments have been delayed until the out-
ylearsci when BRAC is finally implemented and we will know which facilities will be
closed.

The budget also includes $10 billion for education, training, and recruiting, and
$22.8 billion to cover the most realistic cost estimates of military healthcare.

COST SAVINGS

We have taken a realistic approach in looking at a number of programs, and have
found areas where we can save some money. We have proposed terminating a num-
ber of programs over the next five years that were not in line with the new defense
strategy, or were having program difficulties. These include the DD-21, Navy Area
Missile Defense, 18 Army Legacy programs, and the Peacekeeper Missile. We also
accelerated retirement of a number of aging and expensive to maintain capabilities,
such as the F-14, DD-963 destroyers, and 1,000 Vietnam-era helicopters.

We have focused modernization efforts on programs that support transformation.
We restructured certain programs that were not meeting hurdles, such as the V-
22 Osprey, Comanche, and SBIRS programs. Regarding the V-22, the production
rate has been slowed while attention is focused on correcting the serious technical
problems identified by the blue ribbon panel and a rigorous flight test program is
to be conducted to determine whether it is safe and reliable. The restructured pro-
grams reflect cost estimates and delivery dates that should be more realistic.

We are working to generate savings and efficiency in other programs as well. For
example, today, the B—1 bomber cannot operate effectively in combat environment
where there is a serious anti-aircraft threat. So the Air Force is reducing the B-
1 bomber fleet by about one-third, and using the savings to modernize the remain-
ing aircraft with new precision weapons, self-protection systems, and reliability up-

ades that will make the B-1 suitable for future conflicts. This should add some

1.5 billion of advanced combat capability to today’s aging B-1 fleet over the next
five years—without requiring additional dollars from the taxpayers. These are the
kinds of tradeoffs we are encouraging throughout the Department.

We are also proceeding toward our goal of a 15 percent reduction in headquarters
staffing, and the Senior Executive Council is finding additional ways to manage
DOD more efficiently.

The budget reflects over $9 billion in redirected funds from acquisition program
changes, management improvements, and other initiatives—savings that help to
fund transformation and other pressing requirements.

Currently, to fight the war on terrorism and fulfill the many emergency homeland
defense responsibilities, we have had to call up over 70,000 guard and reserves. Our
long term goal, however, is to refocus our country’s forces, tighten up on the use
of military manpower for non-military purposes and examine critically the activities
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that the U.S. military is currently engaged in to identify those that are no longer
needed.

The Secretary of Defense and the Defense Department have made one of the high-
est reform priorities to put our financial house in order. This represents a signifi-
cant undertaking: managing DOD might be compared to managing several Fortune
500 companies combined. We have launched an aggressive effort to modernize and
transform our financial and non-financial management systems—to include substan-
tial standardization, robust controls, clear identification of costs, and reliable infor-
mation for decision makers. Especially key is the creation of an architecture that
will integrate the more than 674 different financial and non-financial systems that
we have identified.

Congress’s decision to put off base closure for two more years means that the De-
partment will have to continue supporting between 20—25 percent more infrastruc-
ture than needed to support the force. The decision to hold up the process another
two years will be a costly one for taxpayers. Additionally, because of the post-Sep-
tember 11th force protection requirements, DOD is forced to protect 25 percent more
bases than we need.

The two-year delay in base closure should not be taken as an opportunity to try
to “BRAC-proof” certain bases and facilities. Earmarks directing infrastructure
spending on facilities that the taxpayers of America don’t need and that eventually
could be closed would be compounding the waste that the delay in BRAC is already
causing.

TRADEOFFS

Throughout this budget process, we were required to make some tough tradeoffs.

—We were not able to meet our objective of lowering average age of tactical air-
craft. However, we are investing in unmanned aircraft, and in the F-22 and
JSF, which require significant upfront investments, but will not come on line
for several years.

—While the budget proposes faster growth in Science and Technology (S&T), we
were not able to meet our goal of 3 percent of the budget.

—And we have not been able to fund shipbuilding at replacement rates in 2003—
which means we remain on a downward course that, if not unchecked, could re-
duce the size of the Navy to a clearly unacceptable level in the decades ahead.
To sustain the Navy at acceptable levels, the United States needs to build eight
or nine ships annually. The proposed Future Years Defense Program budgets
for procurement of 5 ships in fiscal year 2004, 7 ships in 2005, 7 ships in 2006
and 10 ships in 2007.

CONCLUSION

A budget of $379 billion represents a great deal of money. But, it is misleading
to compare this budget to budgets of the Cold War or to the defense budgets of other
countries. We do not face other countries’ budgets on the battlefield; we fight their
forces. The budget of the Taliban would have been a small fraction of that of the
United States. Yet, it has been unquestionably important that we have had the ca-
pability to deploy forces rapidly and effectively to an unexpected theater of oper-
ations. Our success thus far in meeting this challenge only confirms that ours is the
world’s best military force. We need the world’s best military force. We can’t afford
to have less than that.

The New York City comptroller’s office estimated the local economic cost of the
September 11th attacks on New York City alone will add up to about $100 billion
over the next three years. Estimates of the cost to the national economy range from
about $170 billion last year—and estimates range as high as almost $250 billion a
year in lost productivity, sales, jobs, airline revenue, and countless other areas. The
cost in human lives, and the pain and suffering of so many thousands of Americans
who lost loved ones that day, is incalculable.

The President’s budget address our country’s need to fight the war on terror, to
support our men and women in uniform and modernize the forces we have, and to
prepare for the challenges of the 21st Century. This Committee is an important
safeguard of the long-term interests of our great nation, and well understands that
there is nothing more important than preserving peace and security. We look for-
ward to working with this Committee to ensure that peace and security is what we
can leave to generations to come.
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STRAINS ON MILITARY PERSONNEL

Senator INOUYE. Thank you very much, Mr. Secretary. Because
of the constraints of time, may I request that the questioning pe-
riod be limited to 10 minutes per member.

Six days ago, Senator Stevens and I had the privilege of visiting
our troops in Uzbekistan and Pakistan and Afghanistan. As the
vice chairman pointed out, we were not just impressed but amazed
at the high level of morale. However, the personnel tempo which
is now being driven by the war on terrorism and the pace of deploy-
ments, I believe is putting a significant strain on our personnel and
their families.

So my question is, are our current end strength levels adequate
to meet the U.S. military commitments at home and around the
world? And secondly, have the events of 9/11 impacted the Depart-
ment’s ability to recruit and retain military personnel?

Dr. WOLFOWITZ. Let me answer the second part of the question
first and the answer is, we seem to be doing very well on retention
and recruitment. The willingness of Americans to come forward
and serve their country and the willingness of reservists to serve
on active duty is remarkable and heart warming.

You are, I think, correct in identifying the fact that we are push-
ing our forces hard. In addition to what you have mentioned we
have, and I would like to get the exact number for the record, but
well over 80,000 people now called to active duty, many of them on
homeland security missions. Indeed, during the time of the Olym-
pics in Utah, we had more people on active duty in the State of
Utah than we had on active duty in Afghanistan.

We can’t keep calling people back to reserve duty and expect
them to stay in the reserves, that isn’t quite what they had in mind
when they joined. So we are looking very hard at what our long-
term personnel requirements will be. But Secretary Rumsfeld has
been pressing people to not simply say we need extra people to do
all these extra tasks, but also to identify where perhaps there are
things that we don’t need to do, so we can reduce that strain not
by adding people but by reducing some unnecessary missions.

As you may know, we had been trying long before September 11
to get our 2,000 or so people out of the Sinai where in our view
at least, the military mission is no longer needed. For reasons I
cannot understand, we are told that politically it’s not a very good
time. That’s the kind of example of what we run into when we try
to find ways to reduce those burdens. But we would like to try to
manage, if we can, without increasing end strength, but we can’t
do that on the backs of the men and women in uniform, or even
worse, the backs of their families.

As you know, Mr. Chairman, nothing will send somebody out of
the service faster than being sent away on a deployment or an un-
accompanied tour, leaving his family at home for intolerable peri-
ods of time.

[The information follows:]

ARNG USAR ANG USAFR USNR MCR USCGR TOTAL

NOBLE EAGLE ........ccoooirrviriccrrriiisccniiinns 10,826 | 6,103 | 15966 | 6,082 | 7,859 | 4,047 | 1,566 | 52,449
ENDURING FREEDOM ............oooocccciiccirce 7,232 | 7,680 | 7,562 | 8,189 636 U7 | s 31,416
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ARNG USAR ANG USAFR USNR MCR USCGR TOTAL

TOTAL oo 18,058 | 13,783 | 23,528 | 14,271 8,495 4,164 1,566 | 83,865
NOTE: Numbers are as of June 6, 2002.

Summary

National Guard (Air and Army):
Homeland Security (Noble Eagle) ...
Enduring Freedom ..........cccooiviiiiieieiiieeeee et evee e re e e evae e e

Reserves (Army, Navy, Air Force, Marines, & Coast Guard):

Homeland Security (Noble Eagle) .......ccccccviviiiiiiiiiiiieecieeceee e 25,657
Enduring Freedom ..........coocoiiiiiiieeeiiieeeiee et evee e eae e e eaae e s 16,622

Senator INOUYE. It is true that the retention and recruiting in
general will be acceptable, but I am certain you have some short-
falls in certain areas like pilots and nurses. Have you provided any
incentives to recruit or retain men and women in those categories?

Dr. WoLFOWITZ. Let me try to get a more detailed answer for the
record. I have been given the impression that we’re doing quite
well on the recruiting side and that we haven’t needed extra incen-
tives. Where we are not doing so well is, we had to put stop loss
orders in for a lot of military specialties. I don’t think it’s a recruit-
ing problem, I think it’s that we can’t train up the number of peo-
ple you need fast enough to meet the needs, and that is a real issue
and one we have to address, because keeping people in the service
when they have made other plans is again, not the way we want
to treat our people if we can avoid it.

[The information follows:]

The Critical Skills Accession Bonus (CSAB), enacted into law in 2002, authorizes
the Secretary concerned to pay up to $60,000 in lump sum or installments, to new
officers who accept a commission and serve on active duty in a designated critical
skill for a specified period of time. Services are drafting proposals to use this author-
ity in 2003 to enhance their nurse accessions.

The Department accesses sufficient numbers of pilots; our challenge is retaining
them. We continue to monitor our pilot shortage and offer the Aviation Continuation
Pay (ACP). Continued utilization of the enhanced aviation continuation pay program
resulted in a substantial increase in additional years of committed service from pi-
lots and aviators throughout the Department enabling the Services to man aircraft
cockpits. Continued use of the ACP will enhance our ability to retain these critical
assets.

The Critical Skills Retention Bonus (CSRB), enacted in 2001, incentivizes the re-
tention of officers with selected critical skills. The Air Force 2003 program includes
Developmental Engineers, Scientific/Research Specialists, Acquisition Program Man-
agers, Communication/Information Systems Officers and Civil Engineers; the Navy
proposal offers the CSRB to Surface Warfare and Submarine Support Officers. No
Service has proposed using this authority to retain nurses, but the health commu-
nities are evaluating the use of this authority to target their critical health profes-
sion skills.

Enlisted retention programs rely primarily on the Selected Reenlistment Bonus
(SRB). The SRB is intended to encourage the reenlistment of sufficient numbers of
qualified enlisted personnel in critical military specialties with high training costs
or demonstrated retention shortfalls. Services periodically review the skills eligible
for the SRB against the criteria and adjust their programs accordingly.

THE $10 BILLION CONTINGENCY REQUEST

Senator INOUYE. And now the $10 billion question. How do you
respond to the critics of this request?

Dr. WoLrowiITz. First of all, it’s absurd to call it as some do, a
slush fund. The purpose of this request is very clear. It is to con-
tinue the kind of operations we are conducting today, and basically
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at the level we are at today. One of your colleagues earlier referred
to this as a new and unique request. It isn’t actually new or
unique. It is pretty much exactly part of what we came to the Con-
gress for last fall; in fact, it is less. We came to you with a request
for a $10 billion fund that could be used for any purposes in the
war on terror and another $10 billion that could be used with a 15-
day notification, and another $20 billion that might be required.
You might think of this as the front end of the $20 billion request
we had, and I think it’s the only prudent way where we expect to
meet the need to continue to conduct operations, at least something
like this level.

For those who were concerned that this was some kind of writing
a blank check to some unlimited expansion of the war, this has
been shown that this isn’t going to fund anything much more than
roughly the level of activity we are at for approximately 5 months
into fiscal year 2003. We don’t know what we’re going to need in
fiscal year 2003. I suppose it’s possible that we will be able miracu-
lously to say we don’t need to conduct military operations at that
level. It’s equally possible and maybe more likely that we will find
that in many ways our expenses and burdens are rising.

It seems to me the only prudent thing to do, especially when
thinking about allocating resources for the next fiscal year, 1s to as-
sume that at least a $10 billion amount is necessary and we ought
to have that available going into the year and not have to come
with a supplemental on October 1, which is where we would be if
this money were not appropriated.

Senator INOUYE. Since I am from the Pacific, I am certain you
understand my special concern for the Navy, and I have been con-
cerned about the ship building program because it continues to be
plagued with cost overruns and delays. In the fiscal year 2003
budget request, there is $645 million to complete prior-year ship
building programs. This is on top of the $729 million provided for
the same purpose. What is your plan to address these issues and
getting the ship building program back on track?

Dr. WoLFowITZ. I am going to ask Dr. Zakheim to add some
more detail here, but you are correct in identifying the fact that we
have some problems in how ship building is going, and while we
would like to see our ship building at a higher level in this budget,
the leadership of the Navy after a lot of careful thought decided it
was a much higher priority to get the readiness accounts up to im-
prove the operation, the care of the present force. And they do have
the advantage that, as I mentioned earlier, our current fleet is rel-
atively new, I think the average age is about 16 years. And while
we're not building at replacement rates, we don’t have to be quite
at replacement rates yet. Even if we were to put more money into
ship building this year, we’re not so sure we would be putting it
into the right programs, partly because of some of the problems
that you have identified.

Dov, do you want to add to that?

Dr. ZAKHEIM. Only to say that the way the Navy approached its
overall budget was to fully fund readiness, and in the past as you
know, Mr. Chairman, what has often been the case is that readi-
ness programs were underfunded and funds migrated from procure-
ment accounts to the readiness accounts, so that the ships that are
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in the budget, and one could I think make a reasonable argument
that the two ballistic missile carrying submarines (SSBNs) count
as part of ship building, but those five plus two are likely to be pro-
tected in a way that previous ship building budgets have not.

We went back to restricted funding, the priority of funding 5-year
contracts, and we feel reasonably certain about this budget and
about the rest of the 5-year ship building program, where we will
have up to 10 or so ships by 2007.

OFFICE OF STRATEGIC INFLUENCE

Senator INOUYE. Thank you. Just for the record, the Office of
Strategic Influence is now out of business?

Dr. WorLrowITZ. That’s correct. It was never in the business of
producing disinformation or misleading people, I would like to
make that clear. That is not our business and I think quite fun-
damentally, we understand as I think the whole country and the
rest of the government understands that truth is on our side in this
war and truth is one of the more important aspects, and we would
not want to do things in any way to diminish our goal to deliver
the truth by allowing people to think that we are doing something
else.

FISCAL YEAR 2002 SUPPLEMENTAL APPROPRIATIONS

Senator INOUYE. We have been told that you may have a supple-
mental request submitted by the end of April, but it does not ap-
pear to be that that will be done. What is the status now?

Dr. WoLFOWITZ. I'm very hesitant to predict how long it takes
things sometimes to get out of the executive branch. There is an
urgency to get a supplemental request up here because we are
starting fairly soon to run out of the supplemental appropriation
that you passed last fall, and it would be unfortunate if we end up
back in the situation that we have been in so often before where
we are dipping into a future account in order to cover expenses and
the expectation that we will get reimbursed from a supplemental.
We are trying to work it as fast as we can and our colleagues at
the Office of Management and Budget (OMB) are working hard
with us, and we will just try to get it here as quickly as possible.

Senator INOUYE. I thank you. My time is up. Senator Stevens.

C—17 FUNDING

Senator STEVENS. Thank you very much. Secretary Wolfowitz, we
have followed the C-17 for years. At one time all three of the other
defense committees or subcommittees had opposed the C-17 and it
still proceeded. We still have an overwhelming support for that sys-
tem. As a matter of fact, the availability of that aircraft is a lim-
iting factor on our ability to redeploy our forces today.

This budget request reduces the procurement rate by 20 percent
to 12 aircraft in 2003, but it does not decrease the overall buy. And
so my question to you is one, why did you do this? And two, what
will b‘;-": the additional cost in the procurement if we follow your re-
quest?

Dr. WoLrowIiTz. My understanding is that first of all, I agree
with you strongly about the importance of the C-17 and applaud
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you and others who made sure this program survived, and we have
the benefit of it today. My understanding is that the 12 aircraft
budgeted for in 2003 will be combined with the previous multiyear
purchase to maintain the economical production rate of the plant
during fiscal year 2004, where the rate is 15, and that our follow-
on multiyear procurement will sustain the C-17 production profile
at that rate through fiscal year 2007. So that, I am told that this
profile results in the same total costs and the same delivery sched-
ule but to revert to a traditional multiyear at this point would re-
quire an additional $650 million in 2003 appropriations without ac-
celerating the delivery schedule. So I think, as I understand it, it’s
a matter of trying to match up the year by year funding with the
actual production capability but not to add anything to the cost of
production.

Senator STEVENS. I would request that you give us the detail for
the record. Last year we were told the most efficient and cost effec-
tive rate of production was 15 a year, and we authorized that and
we funded it at that level. Now it’s going down to 12 and you're
telling us that somehow or another, that that 12 next year will con-
tinue the rate of 15 this year. I have serious questions about that
and {ihope you will give us some details of that analysis for the
record.

Dr. WoLFowITZ. I would like to see them myself, Senator, and
will get them to you.

[The information follows:]

The C-17 Multiyear Procurement (MYP) is structured so that Boeing maintains
their most efficient and cost effective rate of production at 15 aircraft a year. While
the budget indicates that only 12 aircraft are being procured in fiscal year 2003,
the use of advance procurement funding for long-lead components, parts, and mate-

rials, and some fabrication and assembly, allows the contractor to maintain the opti-
mum production rate and delivery of 15 aircraft per year.

MISSILE DEFENSE TEST FACILITY AND X-BAND RADAR

Senator STEVENS. Secondly, I understand that we are going for-
ward now with what really is a test facility for a national missile
defense system. Can you tell me when you believe the test facility
will be operational?

And secondly, the X-band radar proposed out of that system for
Shemya has been delayed, and I am told that there is some concept
of placing those radars on ships at sea. It was sure my under-
standing, and the committee’s understanding, that the X-band
radar, Shemya would be part of the worldwide deployment of X-
band radars. I have never heard of putting X-band radars on ships
at sea and I would like to know, is that correct, is that going to
be the functional addition to the national missile defense system X-
band radar for the Pacific?

Dr. WoLrowITZ. Fort Greeley, Senator, we started site prepara-
tion in the August, October time frame, and cleared land and start-
ed grading some roads. The Ground Base Missile Defense (GMD)
validation of operation and concept environmental assessment for
Greeley has been performed and is ready for public comment, and
upon completion of that 30-day public comment period in April, we
will be awarding contracts, the Army Corps of Engineers will be
awarding contracts for starting actual test bed construction. That
would include roads, a readiness control building, a missile assem-
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bly building, mechanical/electrical building, electrical substation,
interceptor storage building, and several other smaller buildings.

In late June we will reach the expiration period of our 6-month
Anti-Ballistic Missile (ABM) Treaty withdrawal notification and at
that point we would begin excavation and construction of six mis-
sile silos. All of those facilities would be completed and in operation
as part of the ground-based missile defense field with five proto-
type interceptors, should be installed and checked out and ready by
September of 2004. That would give us a capability we’ve never
had before for validating construction techniques, validating the
operational concept and putting it in a representative Arctic envi-
ronment.

On the X-band radar, my understanding is that the Missile De-
fense Agency is still looking at the best location deployment sys-
tems for X-band radars, including very definitely the possibility of
Shemya. Indeed, I think they feel that Shemya is an operational
requirement for an effective system. But they are also looking at
ships and other locations with respect to a test bed, not an oper-
ational system.

MISSILE DEFENSE SUPPORT GROUP

Senator STEVENS. Thank you for that. Could you tell me, what
is the Missile Defense Study Group? We have read about it in the
press and I have not been informed and I do not think any of us
have been. What is that? We have Missile Defense Agency and the
Ballistic Missile Defense Organization (BMDO) under General Ron
Kadish, and we have the statement of the Under Secretary of De-
fense for Acquisition that there is now a new group, the Missile De-
fense Support Group. Can you tell us what that is?

Dr. WoLrowITZ. It’s part of the oversight mechanism that was
put in place when we restructured the BMDO office into the Mis-
sile Defense Agency. We tried to give General Kadish and his peo-
ple more flexibility to pursue things that work and stop doing
things that don’t work, but we wanted some mechanism that would
insure a reasonable level of oversight in reviewing those decisions.
The Missile Defense Support Group is the group that performs that
function as an adjunct of the Senior Executive Council, which con-
sists of the three service secretaries and under secretaries. So, I
would describe it as a management tool that is meant to give Gen-
eral Kadish a great deal of flexibility but keep a reasonable level
of oversight at the same time.

Senator STEVENS. Will that be then that the Missile Defense
Agency will be the organization that will comply with the Federal
acquisition procedures, contract awards, other functions and that
this Missile Defense Study Group is an oversight policy group? We
worry about this second level here now that might second-guess the
decisions of the Agency.

Dr. WoLrFowiTz. Well, the level that would have any authority to
overrule the decisions of the Agency would be the level of the serv-
ice secretaries and the under secretary for acquisition and myself.
In the past arrangement, we could have those decisions second
guessed by the Defense Acquisition Board, which is a whole other
large bureaucracy. I think we have actually given him more flexi-
bility, but there has to be some degree of oversight. But he is the
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accountable official and my understanding is, and if it’s wrong, I'll
get back to you for the record, but my understanding is that it is
the head of the Missile Defense Agency who has the responsibility
for complying with acquisition regulations.

Senator STEVENS. I see our distinguished chairman has arrived
and we want to give him the opportunity to ask his questions.

DOD CONSULTANTS

We tried to implement a program for reduction of our consultants
in the Department of Defense. As a matter of fact, we made a re-
duction in the budget itself to reflect that, coming from this sub-
committee. I would like you to document how many consultants are
currently employed by and how much is actually spent for non-
career workers in that capacity by the Department. Will you please
provide for the record a statement of how many consultants and
contract workers the Department employs now, how many they
plan to employ in 2003, and how much will the Department spend
for such services in 2002 and 2003?

Dr. WoLrowiTz. We will do that, Senator.

[The information follows:]

The Department of Defense has no central repository of data on the number of
consultants and contract workers employed by the Department, how many are

planned to be employed in 2003, nor how much the Department will spend for such
services in 2002 and 2003.

Senator INOUYE. I thank you very much, and along with Senator
Stevens, I want to recognize the chairman of the committee, Chair-
man Byrd.

FUNDING WAR ON TERRORISM

Senator BYRD. Thank you. I have had the pleasure and the privi-
lege of hearing Mr. Wolfowitz recently and I am glad to have this
opportunity to ask just a few questions again, and I thank you, Mr.
Chairman, and I thank you Mr. Ranking Chairman, for inviting
me.

Doctor, instead of concentrating on completing our operations in
Afghanistan, the Pentagon seems to be looking for opportunities to
stay longer and to extend itself further into the region. This con-
cerns me. I think that we seem to be good at developing entrance
strategies, not so good in developing exit strategies. I see that the
Pentagon is basing a $30 billion projected cost of the war on a se-
ries of assumptions regarding operations. According to the informa-
tion I have received from your office you have calculated that
America’s war on terrorism will cost a total of $30 billion in fiscal
year 2002. Congress has already provided $17.4 billion, which
means that the Defense Department will need a $12.6 billion sup-
plemental just to cover the cost of the war for 1 year. Does the Pen-
tagon have a list of goals that it expects to accomplish, Dr.
Wolfowitz, with the $30 billion?

Dr. WoLFowITz. The $30 billion is basically a projection and I
would emphasize, at every stage of this campaign things change,
they change rapidly. Just as we had no idea on September 10 that
we would be engaged in a conflict halfway around the world in Af-
ghanistan, we also had no idea on October 15th that we would be
deploying forces on the ground in Afghanistan as quickly as we did,



32

we had no idea the Taliban would collapse as quickly as it did, we
had no idea that we would be putting people on the ground to pur-
sue al Qaeda terrorists in caves as quickly as we did. Everything
here has gone in ways that have been unpredictable.

I say that by emphasizing that whatever I'm going to say about
where we will be in June or in August or in September is a pre-
diction of the unpredictable. What we have basically done is to say
it’s a reasonable assumption that we will continue to operate at
roughly the level we're at today. And I would emphasize, the level
we’re at today, particularly for a major conflict of this kind, is very
very low. We only have about 5,000 people on the ground in Af-
ghanistan; that’s one one-hundreth, 1 percent of what we deployed
in the total coalition force in the Persian Gulf 10 years ago.

They are engaged in primarily, our major objective is to continue
to pursue al Qaeda terrorists, to capture them or Kkill them, to ob-
tain information and intelligence about what they were doing there
and what their ties are to people elsewhere. Not so long ago, we
picked up a videotape in Kabul, I believe it was, or somewhere in
Afghanistan, that led to the arrest of terrorists in Singapore who
were planning to attack American Navy ships.

This is a global network and by what we have been able to do
in Afghanistan, I think we have significantly disrupted that net-
work and given ourselves more intelligence to go after. At the same
time, we do not want to see Afghanistan become again in 2 or 3
or 5 years, a haven for the same group of terrorists or another
group of terrorists, and that requires some attention to maintain-
ing the security conditions of the country after we’re finished.

But I would assure you, Senator Byrd, we have no desire to stay
one day longer than we have to, or use one soldier, sailor, airman
or Marine more than we have to. Our basic principle of long-term
security in Afghanistan is to try to train and equip the Afghans to
do as much of the job for themselves as possible, I think that is
the strategy and that’s the basis on which we have made what I
admit, again, is a guess as to what our costs will be.

AFFORDABILITY OF DEFENSE REQUEST

Senator BYRD. Well, Dr. Wolfowitz, General Franks is a good
commander, he takes his orders, as you do, from the President.
What I see here appears to be an expanding agenda. I read all of
these accounts about creating an army in Afghanistan. We went
there to hunt down the terrorists. We don’t know where Osama bin
Laden is, whether he is alive or dead, or where Mullah Omar is
hiding. We have bombed the caves of Afghanistan back into the
dark ages, which lasted 1,000 years, and we've killed Afghans who
are not our enemies. We killed 16 just a few days ago because we
dropped, apparently didn’t have the correct intelligence. There
have been a lot of bodies I'm sure brought out of those caves. So
we don’t have Osama bin Laden. And if we expect to kill every ter-
rorist in the world, that’s going to keep us going beyond doomsday.
How long can we afford this? How much have we spent in Afghani-
stan already to date?

Dr. WoLFOWITZ. 1 believe the total that we’ve spent on deploy-
ments, and I think that includes money that we spent for Oper-
ation Noble Eagle, which is the air defense of the United States,
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is $10.3 billion through the end of January. That includes a num-
ber of immediate security measures that were taken for homeland
1security force protection after September 11, which totals $3.9 bil-
ion.

Senator BYRD. So we have spent how much in Afghanistan?

Dr. WoLFowITZ. Dov, do you have it broken down between Af-
ghanistan and Noble Eagle? What I have is a $7.4 billion figure
which, I'm sorry, Senator, I don’t have the breakdown on it, I will
try to get it for you. The $7.4 billion figure covers our operation in
Afghanistan and our air defense requirements in the United
States, those two together. I would guess that roughly $6 billion of
that total is Afghanistan.

Senator BYRD. And the President is asking for $379 billion for
defense for fiscal year 2003, which is more than $1 billion a day.
How long can we stand this kind of pressure upon our Treasury?
And the President has committed our country to build an Afghan
national army, according to what I read in the press, and to spend
hundreds of millions of dollars to rebuild that country, and there
is no end in sight, no end in sight to our mission in Afghanistan.

Look at the Philippines. We are sending 660 troops there to fight
a rebel group there. Already, 10 soldiers on that mission have lost
their lives in a helicopter accident. Look at Colombia. I have yet
to see any effect of the $1 billion in U.S. aid that has been sent
to the jungle down there. The drugs that were supposed to be
eradicated are still finding their way onto our streets. But as the
Colombian government heats up its war against the rebel drug
dealers, the President is considering sending more aid, perhaps
more U.S. troops to that country. And then there is Iraq. And so
on and so on.

U.S. COMMITMENTS IN AFGHANISTAN

Mr. Chairman, you have been very liberal with my time. Let me
ask just one final question. I have not heard any estimates of how
much it will cost to train and equip an Afghan national army that
the President has said, the United States will assist in its creation,
but Congress has control of the purse string, if we pay attention
to Section 7 of Article 1 of the United States Constitution. We have
to begin asking some questions. No blank checks to be written. Do
we know how much it will cost, Dr. Wolfowitz, to follow through
on the administration’s promise or have we committed in essence
to giving Afghanistan a blank check? Where are we, what is it
going to cost, what is the end game here? When will we know that
we 1}?ave achieved victory and that we need to get out of Afghani-
stan?

Dr. WoLFOwITZ. Senator, we are actually still in the process of
trying to assess what would be the right kind of army for Afghani-
stan and what it would cost. And frankly, the push in our assess-
ments is to get people’s expectations down to be more realistic and
not to try to create some giant force that they don’t actually need.
And we strongly agree with the thrust of your comments that we
don’t want to have a long-term continuing American presence in
that country if we can help it. That is I think the main reason why
we want to see the Afghans themselves have something to do with
the security function.
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The other side of the coin, and I'm pretty sure you would agree
with this, because I know how stalwart you have been in support
of our defense programs over many years and you know that, as
I know, that we enjoy a much saver world today because we per-
severed through the Cold War. I think we will enjoy a much safer
world 4 or 5 or 10 years from now, maybe sooner, but I don’t think
much sooner than that, by persevering in this war on terrorism.

But you are absolutely right, that we have to be careful about
overcommitting ourselves, we’ve got to be very careful about not
taking on other peoples jobs for them, and looking for ways to get
out of places as well as ways to get in. So it’s balancing those two
things at the same time, but I can’t tell you when we will have
won. Unfortunately, that’s something we will sort of know only
when it’s, the terrorists have stopped. We do know that they are
still out there in large numbers, and it’s not only in Afghanistan,
but we do know that what we are able to accomplish in Afghani-
stan even as we speak is helping us to prevent terrorist acts here
in the United States.

Senator BYRD. Thank you, Doctor. Thank you, Mr. Chairman,
and I thank my colleagues for your patience.

Senator INOUYE. Senator Hollings.

Senator HOLLINGS. Back to the original theme, Secretary
Wolfowitz. Every response up here is to the needs of the reelection
campaign and not the needs of the country, and if there is any divi-
sion, then we just move on. That old political axiom, when in
doubt, do nothing. That comment is made as a result of your com-
ment on the Sinai. I find that you and I are going down the same
side of the street together. We have got 13 peacekeeping; now we’re
going to add 2 more in the Philippines and in Georgia. Now we are
going into the old Soviet Union, and I thought we would never get
in there, but you got us in there according to my morning paper.

I can get reelected on that down in South Carolina, we are con-
fronting Communism once again. But the truth of the matter is
that you have to go into these places to eliminate the terrorist ele-
ment. I am not worried so much about Afghanistan because I know
you are sincere about it, but there can be no sincerity to the Bal-
kans. Ten years ago we went there for 1 year, now it’'s 10 years
later. In other words, we are in a sacrificial mode around here
which doesn’t exist, but tell the Europeans they are just going to
have to take over or let them run the operation. We have to sit
here and argue with the council of foreign relations, are they going
to run the government? Why not cut back with the Balkans?
Kosovo, they are just hunkered down by themselves there, all those
troops, why not cut back the Kosovo operation?

U.S. TROOPS IN THE SINAI

It seems to me that you agree with Secretary Rumsfeld on the
Sinai, and the people around in that area are not very friendly to
us, they are not very understanding and cooperative, they do not
want us there, so why do we not get out of the Sinai?

Dr. WoLrFowiITz. Well, I agree with Secretary Rumsfeld. Unfortu-
nately, the people there do want us there. That’s what we’re grap-
pling with.

Senator HOLLINGS. You know that from the 900 that we got
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Dr. WoLFOWITZ. Oh, our people don’t want to be there.

Senator HOLLINGS. No. The 900 people who are there are telling
you the people around them do not want us there, they are not
very friendly about our deployment there at all. Go over and talk
to them.

With respect, since my time is limited, with respect to the C-17,
it was Secretary Perry that we put him in the cockpit up in
Charleston, someone on this committee said, and I agree with Sen-
ator Stevens, let us get that procurement up at least to the 15 or
more. I visited with him and I agree with his comments about the
Reserves, they are going around the clock. In Charleston you have
the 437th regulars, a C-17 outfit, and you have the 315th reserves,
by General Black, and they are going around and around the
world. I think about 78 percent of everything going into Afghani-
stan is on a C-17.

And yes their morale is high, but how are they going to keep it
up in the Reserves? Like the frustration noted in the distinguished
gentleman’s question, when are we going to have victory, they want
to know, when are we going to get some relief? So you need more
regular crews and more planes in the C-17 force.

I am for the high tech, for the new defense as Secretary Rums-
feld testified to last year, and reiterated by the Commander in
Chief. I went down with him 1 month ago to The Citadel when he
announced the end of the ABM Treaty and he says yes, we are
going to take the savings from cutting legacy systems and put them
into this new highly technological defense force, and balance off
those costs. And we now are asking for three new strike fighters.
Yes, let us go with the F-22 and maybe even limit the first buy
of F-18s. Can we economize there and be realistic? I'm trying to
pare down this additional $50 billion that was not needed last Sep-
tember and is all of a sudden needed when we have not even spent
the additional $20 billion we added in the supplemental. Could we
do that and not hurt defense?

SPENDING OF SUPPLEMENTAL APPROPRIATIONS AND BRING DOWN
OVERSEAS DEPLOYMENTS

Dr. WoLrowITz. First of all, to say that we haven’t spent the
supplemental, we are spending it at a great rate.

Senator HOLLINGS. You have spent $20 billion already?

Dr. WoLrowITZ. Not yet.

Senator HOLLINGS. That is not what our budget figures show.

Dr. WoLFowITz. We have spent $10.3 billion already

Senator HOLLINGS. About half of it.

Dr. WoLrowITZ. It’s actually, the amount we got totaled, I be-
lieve it was $17.3 billion and as of the end of January we had spent
$10.2 billion of that. We are spending at a rate that will need more
money by late spring, and as I said also, there are some costs like
healthcare bills and things like that that you simply have to pay.

On the question of these deployments, which we are trying to
bring down, we have had some success, particularly in the Balkans.
In Bosnia we had nearly 4,500 troops there in January of last year.
As of last month, we have gotten that down to 3,160, so that’s more
than 1,000 troops down in that area. And we are trying to take ad-
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vantage of the fact that our allies have said they want to help.
They are helping by the way, substantially in Afghanistan today.

Those numbers change, but we have roughly in Afghanistan
today roughly 5,000 Americans and I believe, and I will get exact
numbers for the record, our allies have something in the neighbor-
hood of 6,000 troops, they have more than we do by roughly 1,000,
and the combination of the peacekeeping force in Kabul and people
on the ground, as well as including Australian, Canadian, New
Zealand, British Special Forces. So we're getting a lot of help from
people, but this is a difficult and strenuous operation, and I think
indeed what is remarkable is that we are able to do it without an
enormous increase in our defense budget, the type we were talking
for World War II or the Korean War, or even for Vietnam. We are
looking for every place that we can save some money.

[The information follows:]

U.S. personnel in Afghanistan (as of June 2, 2002) .........ccccoeevvierriieeicneeeeineeenns 7,259
Allied personnel in Afghanistan (as of June 2, 2002) .....ccc.cccoceerviirniiniienecnnneen. 4,760

CUTTING UNNEEDED SYSTEMS

Dr. WoLrFowITZ. And we raised the question of the three new
fighters. The problem is they don’t come in at the right times. If
we had joint strike fighters available today, we could do without
the F-18, but absent the joint strike fighter, you have to do some-
thing or our Navy aircraft are just going to get terribly old. They
are already too old already, and that leads to maintenance prob-
lems or accidents and things of that kind.

Senator HOLLINGS. The Crusader, do you think we need that?

Dr. WoLFowITZ. I think we need some of it, a lot fewer than the
Army had planned on. We have cut that program by almost two-
thirds, and they have done a lot to cut the size and weight of the
system. But I'm not one of those people who think I can bet the
farm on not needing artillery 10 years from now, and I think it’s
the best artillery system available.

Senator HOLLINGS. The V-22 has killed more men than the
enemy.

Dr. WoLFowiITZ. We know that it is a troubled program. We had
a very senior level group look at it. They believe that those prob-
lems can be worked out. We will know sometime over the course
of the next year whether that optimism is justified or not. If it’s
not, we are going to have to look at it again.

Senator HOLLINGS. It is our design, Mr. Secretary, as you and I
know, we clear an area with air power, not like on the Normandy
beaches, and the Blackhawk helicopter flies our troops where we
want after we flatten the area with our air assets. It seems to me
that the V-22 is a luxury that’s not needed.

NEED FOR NEW SUBMARINES

With respect to the new Virginia class submarines, I agree on
the requisition for the regular force with respect to Tomahawks
and carrying on Seal cruise, but do we need another new one with
the subs?

Dr. WoLrowITz. I think we do, Senator, and we may at some
point figure out more fundamental changes in how to use our sub-
marine force and then maybe we will look at different designs. But



37

I do think that if you look at 10 years from now, look at what an
adversary can do with out technology against ships on the surface
of the sea, you can only conclude that we are going to need more
subsurface capability, not less. And that means also that we have
to sustain the remarkable industrial base that builds those incred-
ible ships.

So that’s the context in which I think one has to look at the Vir-
ginia class, not as a Cold War function we don’t need anymore, but
part of that subsurface force for the future.

Senator HOLLINGS. Thank you, Mr. Chairman.

Senator INOUYE. Senator Shelby.

CAPABILITIES GAP BETWEEN ALLIES AND THE UNITED STATES

Senator SHELBY. Thank you, Mr. Chairman. Mr. Secretary, I am
glad you are with us today. Last June I asked General Ryan about
what he called the growing asymmetry of technology between the
United States and our European allies. Also last year, Lord George
Robertson said, “We have a glaring trans-Atlantic capabilities gap
and an interoperability problem between the allies.”

The Bush administration has consistently pushed, and I have
supported them, for the modernization of our military.

Even attributing much of what is being said by our allies to polit-
ical posturing and rhetoric, I'm increasingly concerned about the
capabilities gap and how this would translate to the battlefield.

One, in terms of concrete military capabilities, how big is the
current capability gap between us and our North Atlantic Treaty
Organization (NATO) allies?

Dr. WoLrowITZ. It’s very large.

Senator SHELBY. Since our allies’ current military budgets do
nothing that I know of to narrow this gap and presumably will re-
strict their ability to join the fight in the future, I would submit
that the prospect of having to go it alone puts even greater pres-
sure on us to provide more funding if we hope to be able to execute
future operations and defeat future threats. Would you agree?

Dr. WorLrowITz. If the implication is that we have to spend more
because our allies are spending less, I'm not sure I would agree
with that. I would like to see them spending more.

Senator SHELBY. We all would.

Dr. WoLrowITZ. It’s also, in fairness, I agree with the thrust of
what you're saying and I agree with Lord Robertson’s criticism of
the inadequate defense spending levels of our allies. At the same
time, I really do want to emphasize particularly for those British
and French and Canadian, Australian troops that are risking their
lives on the ground in Afghanistan with us today, and in fact the
most recent casualty we had was an Australian. We enormously
appreciate the effort they are making. I think it would be much
better for them and for us if they were investing more in their fu-
ture forces as we are doing.

Senator SHELBY. They might be willing in the future but they
might not be capable.

Dr. WoLrowITZ. There is that distinct danger. And even today
they are very very dependent on our lift and our other support ca-
pabilities to get them to the battlefield. I believe it was Senator
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Hollings who was pointing out that now, lift is one of the most con-
strained resources.

Senator SHELBY. I know, Mr. Secretary, that the gap concerns
Lord Robertson pointed out in the conference, it has to concern
them in the future and their ability to project force and to be a
player around the world, doesn’t it?

Dr. WoLrowITZ. I think so. And you know, I do think you have
heard some of the political posturing that’s going on over there dur-
ing an election year.

Senator SHELBY. It is an election year over there.

Dr. WoLFOwITZ. I guess so. It always seems that there is an elec-
tion somewhere every month. It is a fact that we were attacked on
September 11th and they weren’t, but I would hope for a greater
understanding on their part that they could be next, that we were
attacked by hijackers who didn’t just come from the Middle East,
some of them came from Europe, the worst of them came from
Hamburg, as a matter of fact. And I think we really are in this
thing together and on the whole we have been. The voices that get
the most attention are the noisiest ones. That’s what I keep coming
back to, what we’re seeing on the ground in Afghanistan, it’s a dif-
ferent picture and it’s not one you hear about enough in my opin-
ion.

TRANSFORMATION

Senator SHELBY. To another area, transformation. Almost all the
talk about transformation revolves around technology solutions to
future tactics with the big issue of course being funding or money.
Each service is working to transform its fighting forces. This budg-
et includes $21 billion for transformation programs, and over the
n&xt 5 years, $136 billion is projected to go to fund transformation
efforts.

Debate has heated up, Mr. Secretary, as you well know, over the
need to buy more tactical aircraft, ships, ammunition, and to re-
capitalize more systems in an effort to keep our forces ready while
we build this transformation bridge to the future. I don’t hear
anuch about fundamental force structure transformation these

ays.

When I think about the money you are asking us to spend, I
think about an article which appeared in the San Diego Union
Tribune on January 30 of this year. In it, a retired rear admiral
discussed fundamental transformation ideas and the need to take
steps to eliminate interservice duplication. The example used was
to combine the medical, logistical and intelligence groups currently
serving each military branch. In the context of the budget hearing,
I think this article asks an important question, and I would like
to know your answers. Mr. Secretary, if you were building a new
military from scratch, and I know we are not, today, would it be
structured like our military is currently structured? How do we get
to where we want to go, I guess is the real question.

Dr. WoLFowITZ. It’s an unusually important question and is as
I think you stated in asking the question, transformation is about
more than money and as Secretary Rumsfeld said repeatedly, it’s
probably the changes in the way people think that are the most im-
portant piece of it, the way they organize and the way they oper-
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ate. That includes looking systematically at how we do things and
whether we are continuing to do things just because we have done
them for the last 10 or 20 or 30 years and we don’t need to do them
anymore. That’s the Sinai, for example, where the President of
Egypt and the Prime Minister of Israel disagree, and I think that’s
an example. We’re looking very systematically at where we want
to be combining either for efficiency or for improved combat effec-
tiveness. We now have Army guys on the ground interacting with
long-range bomber pilots in ways that

Senator SHELBY. And it is working too, is it not.

Dr. WoLrowrTz. It is. So we really do have to think differently,
and we do have to keep in mind this Legacy force which you re-
ferred to and we are investing in it. The real reason for the three
tactical fighters is to make sure that the Legacy force works, I
don’t really like that word, but that the main part of our force can
fight our wars for the next 10 years while we build those future
capabilities.

Now, I cannot remember how many smart comments I have read
about how if the previous budget did not cut 30,000 people out of
the Army or out of the Navy or the Air Force, I have not read it
about the Marine Corps, but at any rate, imagine where we would
be, I think now, in light of the questions the chairman was asking
about the possibility of even an increased end strength, if we had
started whacking away force structure. We took a very careful look
at force structure during the summer in the QDR and we concluded
that we could reduce the strain on the force structure by changing
our strategic concept, but given the deployment requirements that
we had, that we needed something roughly the size of what we
have today. It’s not an accident that we are the only country in the
world that can even think about mounting operations in a remote
place like Afghanistan on 3 weeks notice. We are a much safer
country today because we were able to do that and I think it’s an
investment that is worth it.

Senator SHELBY. And I thank you.

Senator INOUYE. Senator Specter.

Senator SPECTER. Mr. Secretary, I join my colleagues in wel-
coming you here. How are you enjoying the job?

Dr. WoLrOWITZ. Enjoying it.

Senator SPECTER. We see that Iraq has dominated a good bit of
the news. When Secretary of State Colin Powell recently com-
mented about the “axis of evil,” he said we do not plan to go to war
against North Korea and we did not plan to go to war against Iran,
but Iraq was conspicuously absent with a nondeclaration. By 20—
20 hindsight, I think most would agree that we made a mistake in
not proceeding against Osama bin Laden and al Qaeda. This is
based on the indictments which have been returned in Federal
court against bin Laden for killing Americans in Mogadishu in
1993, the embassy bombings in 1998, and the implication of the
U.S.S. Cole and his worldwide “jihad.” What Saddam Hussein is
doing is a real problem.

Aside from the comments which have been made by the officials,
it seems to me that it might be very useful for this subcommittee
or the Appropriations Committee sitting as a whole, or perhaps
Armed Services or Foreign Relations, to conduct hearings to try to
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get as much on the public record as we can so that the public un-
derstands. Some things would have to be said confidentially in
closed session, but it would be useful in my view to know, as spe-
cifically as we can in public session with the balance in closed ses-
sion, the threat which Saddam poses with weapons of mass de-
struction, the specifics of what he has done by ignoring the United
Nations, and the chances of his compliance. I see the Secretary
General is now going to meet with him. He has a track record of
backing down when things look like they are getting tough. What
is the game plan and a rough outline, again perhaps in closed ses-
sion, and what happens after he is caught? It could hardly be a
surprise to Saddam Hussein to know that is something that may
happen.

CONGRESSIONAL HEARING ON TERRORISM POLICIES AND
CONSULTATION

What is your thinking on the utility of such congressional hear-
ings?

Dr. WOLFOWITZ. Senator, you raise a whole series of unquestion-
ably key issues that people have to think through. I think you can
understand that for any of us in the executive branch, these are
decisions that can be taken only by the President, and he has made
some very clear and important statements.

Senator SPECTER. He did this only for the press. What happened
to consultation with Congress?

Dr. WoLrowiTZ. Well, I think there are appropriate ways to do
consultation. I think what the President laid before the Congress
and the country on January 29th is the fact that we have a prob-
lem. The problem is countries that are openly hostile toward the
United States, supporting terrorists and pursuing weapons of mass
destruction, and the implications of where that is heading is too
dangerous for us to sit back and wait for it to happen and react
afterwards.

I think you made the very correct analogy that we should have
dealt with bin Laden before September 11th. And of course you rec-
ognize as we all do, that had we done so, no doubt people would
have said we didn’t have sufficient evidence. We’re in that zone
where we can’t wait until we have proof beyond a reasonable doubt.

Senator SPECTER. What is the congressional role on a declaration
of war or the authorization of use of force? The President came to
the Congress and formed a resolution for the use of force against
al Qaeda. Of course he knew he would get it.

In 1991, some recollections differ, but I have a pretty firm recol-
lection that President George H.-W. Bush did not want a resolution,
but he got one. It was a tough debate. It was the most important
debate that has happened in the 22 years I have been here.

Dr. WoLrowITz. That’s correct. He did want a resolution, and
some debated that, and he made the decision to in fact ask for it.
But you are right, it was an absolute critical debate, and I think
it was very important.

Senator SPECTER. Is not the country better served for the issue
to come before the Congress if there is consideration by the Presi-
dent on the use of force against Iraq?
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Dr. WoLFOWITZ. The problem is, I think in your question, you're
sort of assuming that he has made decisions that I don’t know that
he has made yet, and I am not at all in the position to start specu-
lating.

Senator SPECTER. There is a lot of attribution that he did make
the decision.

Dr. WoLrowiITz. Well, and a lot of it is completely erroneous, so
don’t believe everything you read.

Senator SPECTER. That is why I used that word attribute, there
was no charge there.

Dr. WoLrowITZ. And I don’t make decisions about that sort of
thing.

Senator SPECTER. Mr. Secretary, you have done an outstanding
job for years and years. I know there is going to be some resolution
and when it comes, you will get it. However, I want to state one
member’s opinion, that the Congress ought to be involved and the
American people ought to be involved and there ought to be a
guideline. One way to get there—I do not know of another good
way to get there—is on the hearing law, and it seems to me immi-
nent enough so that the Congress ought to consider the matter. As
to how we resolve it, I do not know that I raise it, but I do want
to talk to you about this latest proposal.

Dr. WoLFowITZ. I would add, Senator, that there are obviously
things that are easily discussed in closed sessions that we wouldn’t
want to be sitting out here discussing while Saddam Hussein or
Mr. Khomeini or other people are listening to us, so that is one as-
pect of the dialogue that I think you need to keep in mind as well.
And we have had, I think I have participated by now in four or five
of them, I think very good closed sessions with the full Senate.

Senator SPECTER. I agree with you about the closed sessions. Al-
though the sessions we have in S—407 are very helpful, they are
not really like hearings where you have 10 minutes to pursue a
question and even that is not necessarily enough. However, I com-
mend you for your consideration, because some of us feel very
strongly that the Congress ought to get involved at an early date,
and you cannot quite wait until the President has made a decision
to use force, because then the Congress is out of it.

ARAB-ISRAELI RELATIONS

Let me ask you about the proposals for Israel to go back to pre—
1967 borders and for the Arab states—to say normalized is the
wrong word because they have never been normal—to recognize
Israel and Israel’s right to exist. Concerns which trouble me are
how do you do that and protect the Israelis who are in settlements
outside the 1967 borders. When we talk about relations, how do we
deal with Saudi Arabia, other foreign countries, or other Arab
countries in order to have a real peace?

Since Camp David, the United States has given $50 billion plus
in aid to Egypt, and there is a very cool peace. When President Mu-
barak has been asked about it, he says that is the best he can do,
but they do not have real trade, visitor exchanges, they do not real-
ly have a warm peace, so if the matter is to be pursued, what can
be done on those two big issues for assurances to Israel so that
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they will be getting something in exchange for that kind of conces-
sion?

Dr. WoLFowITZ. I think ultimately the Israelis have to make the
decision about what, if anything, to do. I know when President
Sadat made his courageous visit to Israel in 1977, so in that time
in fact we have made progress. If you think back to then, it was
a time that Sadat used the word Israel when speaking to the
Israeli press, and it was the first time in history that an Arab lead-
er had referred to Israel by its proper name. And he changed, as
I think you remember, I remember vividly, in just 24 hours,
changed the whole psychological outlook of the Israeli public,
Israeli people toward making peace with Egypt, and in fact led to
a return to the 1967 borders and a peace which for all of its cool-
ness, has actually been sustained to this day.

But that coolness, unfortunately, is one of the things that con-
tributes, I think, to Israeli reluctance now to take risks, and I
think it certainly would make a big difference in moving toward a
peace settlement that I think the Israelis desperately want, we cer-
tainly want to see it, I think the Palestinian people desperately
need to create that atmosphere, where people are willing to take
risks.

Senator SPECTER. I quite agree with you, it is an Israeli decision,
but the President purportedly told the Crown Prince, and I think
the United States is going to be involved.

Mr. Chairman, I want to close by posing two questions and ask-
ing for written responses, Mr. Secretary. I am pleased to see that
there is a request for $1.9 billion for the V-22 Osprey. I would ap-
preciate a response in writing on how the Osprey is looking, what
are the tests showing. There were lots of problems on falsification
of records, but I think it’s a great plane, let us see where that
stands.

Dr. WoLrowITz. We will get that for you, Senator.

[The information follows:]

The V-22 returned to flight test in May 2002, and as of 10 June 2002 has flown
four sorties for a total of 5.5 hours. The comprehensive inspections indicate that the
current modifications made to the hydraulics system with respect to line clearance
are effective and safe. These modifications will continue to be assessed as we com-
plete more flight tests. Flight tests that have been conducted have exceeded all ex-
pectations in regard to aircraft performance and reliability. Test pilots report that
the aircraft is performing well.

The flight test program has been thoroughly restructured to assess the effective-
ness of solutions, regarding reliability of hydraulic system components and flight
control software, overall aircraft and reliability rates and operational effectiveness.
By October of 2003 the flight test program will have gradually increased from one
to seven Marine (MV) variants actively involved in flight testing. Flight testing of
the Special Operations (CV) variant is scheduled to start in August 2002.

Senator SPECTER. The second question I would like to ask is, you
have almost $400 million for the C-130 aircraft, including $176
million for the C-130J, but there is nothing for the EC-130d,
which is used by the 193rd Special Operations Wing, which has
done extraordinary service in Kosovo and elsewhere. The wing is
desperately in need of two new planes to carry on their mission.
If you can, please give me a response to that.

Thank you very much for the good work you are doing, Mr. Sec-
retary and Dr. Zakheim.
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[The information follows:]

EC-130 AIRCRAFT

I am very proud of the job that has been done by our special operations Com-
mando Solo crews in Afghanistan. Commando Solos are unique, high demand/low
density platforms and continue to be an asset for the department. Commando Solo
is also wholly comprised of volunteer air national guardsmen.

Thanks to Congressional support, the transition from the EC-130E to the EC-
130J model was made possible by additional funds in fiscal years 1997 through
2001, providing five of the planned eight C-130J aircraft and special operations-
unique modifications. The Air Force Master Plan provides funding for the remaining
three C-130J for conversion to EC-130J in fiscal years 2006 through 2008. The
193rd Special Operations Wing is the only unit that flies the EC-130 and will re-
ceive all eight EC-130J aircraft. In addition, the fiscal year 2003 budget request
contains $79.4 million to mitigate special mission equipment obsolescence and de-
graded capability equipment issues on EC-130 aircraft.

Dr. WoLFOwITZ. Senator, forgive me for the reminiscence. I re-
member when you visited Indonesia when I was Ambassador, and
you were there as I recall, as the junior Senator from Russell, Kan-
sas, but you are now the senior Senator, am I right?

Senator SPECTER. That is right, I was the junior Senator from
Russell, Kansas, and Senator Dole is still the senior Senator from
Russell, Kansas.

Dr. WoLFOWITZ. I just thought it was remarkable, two Senators
from different States and both born in the same small town in
Kansas.

Senator SPECTER. It is in the water, Mr. Secretary.

Senator INOUYE. Mr. Secretary, Dr. Zakheim, we thank you very
much for appearing before the subcommittee today, and we will
continue our discussions throughout this year.

ADDITIONAL COMMITTEE QUESTIONS

Several members have requested that they be permitted to sub-
mit questions to you for your consideration, and I hope you will do
so.
[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED TO DR. PAUL WOLFOWITZ

QUESTIONS SUBMITTED BY SENATOR DANIEL K. INOUYE
BALLISTIC MISSILE DEFENSE-MISSILE DEFENSE AGENCY

Question. Mr. Secretary, the Department recently established the Missile Defense
Agency to take the place of the old Ballistic Missile Defense Office. We have heard
many concerns about this new agency being shielded from appropriate oversight
both in the Pentagon and by Congress. Can you give us your assurance that this
is not the case?

Answer. I can assure you that the changes to our missile defense structure, rather
than shielding the MDA from appropriate oversight, will provide for more consistent
and immediate oversight by the Department’s most senior leaders.

The Secretary of Defense redesignated the Ballistic Missile Defense Organization
as the Missile Defense Agency (MDA) to underscore the national priority placed on
missile defense and to provide MDA the authority and structure consistent with de-
velopment of a single, integrated missile defense system. But while the Secretary
provided the MDA Director with new authorities that differ from traditional Depart-
ment processes, he has taken action to ensure that the Department has direct and
focused executive oversight. The Senior Executive Council (SEC), which I chair, pro-
vides the primary oversight of the MDA. Among its other responsibilities, the SEC
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will provide policy, planning and programming guidance to the MDA; decide wheth-
er to stop, start, slow, or accelerate their efforts; and approve transition and fielding
recommendations. In addition to the SEC, the Under Secretary of Defense for Acqui-
sition, Technology, and Logistics [USD(AT&L)], has established a Missile Defense
Support Group (MDSG) of Department experts that provides advice to him, the
MDA Director and supports SEC decision-making. While not an oversight group, the
MDSG does perform independent analyses. Both the MDA Director and the MDSG
chairman report to the USD (AT&L), providing senior Department officials real-time
involvement in MDA activities and helping reduce our decision-making cycle time.

With regard to congressional oversight, the Department will continue to provide
Congress the same documentation as we have in the past. Although there are
changes in the information we will provide, the changes will be consistent with the
changes to the missile defense structure. For example, we will submit a Selected Ac-
quisition Report (SAR) for the BMD System RDT&E program that includes major
schedule objectives, an estimate of RDT&E funding, and major prime contractor cost
performance data. However, unit cost data for individual elements will only be in-
cluded once the SEC decides to start procurement of that element. An example of
this is the PAC-3 program where the Department submitted a separate SAR this
year to support its transition to the Army. In addition to the BMD System SAR,
we continue to provide Congress our annual detailed Budget Justification materials.
These materials include detailed budget and schedule summaries for all major budg-
et projects. Finally, the Department will continue to provide extensive briefings to
both Members of Congress and their staffs.

Question. Since the military services ultimately will be the ones who procure and
implement BMD systems, what role will they play in shaping ballistic missile de-
fense policy and programs? Do the services have a say in ballistic missile defense
budget matters?

Answer. The Management structure of the Ballistic Missile Defense System
(BMDS) is designed to allow the MDA to focus on research, development, testing
and demonstration of BMD capabilities, while providing for the transition of proven
capabilities to system development and the transfer to the services for procurement,
operations, and support. The Services have an important role throughout the BMDS
life cycle, both in policy planning and budget development.

BMD policy is guided by a Senior Executive Council (SEC) established by the Sec-
retary of Defense (SecDef). The SEC includes the Service Secretaries, the Under
Secretary of Defense (Acquisition, Technology and Logistics) and chaired by me. The
SEC reviews and approves MDA and service planning and budgeting for the fielding
of specific capabilities, through system development and transfer to the user Service
for procurement. The Services, in concert with the Joint Staff, determine force struc-
ture requirements, and budget for procurement, operations and support within the
service TOA.

At the RDT&E project level, service liaison offices are being established within
the MDA to ensure that force integration planning and requirements are included
in the MDA-funded capability development and demonstration phase. The Director,
MDA will also have individual Service Boards of Directors with each Service Acqui-
sition Executive to provide regular consultation and to resolve issues that cannot
be rapidly satisfied at a lower level. Potential system cost estimates must include
full provisions for Service procurement, operations, and support. Service participa-
tion in development and planning will increase during the transition phase, in order
to ensure a smooth transfer of management and system support responsibilities.

DEFENSE HEALTH PROGRAM

Question. In past years the Department has seldom been able to project its re-
quired expenditures for the Defense Health Program (DHP). The Department de-
serves praise for its efforts to provide realistic costs in the fiscal year 2003 budget
request for the DHP. However, the expansion of TRICARE and rising health care
costs will continue to generate stress on the military health system, which supports
8.3 million military beneficiaries. Assuming there is no supplemental in fiscal year
2003, and shortfalls in military healthcare arise, how will the Department cover
those shortfalls without jeopardizing the health care of patients?

Answer. The Department recognizes that health care is an entitlement and will
not jeopardize the health care of patients. If there is a shortfall in the budget for
military health care and there is no supplemental, the Department will have to re-
program resources internally to cover the shortfall. However, we believe that the fis-
cal year 2003 Defense Health Program (DHP) is adequately funded based on recent
healthcare cost experience and do not anticipate a shortfall. The pharmacy program
is budgeted at 15 percent and Managed Care Support Contracts are budgeted at 12
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percent over fiscal year 2002 levels to account for anticipated inflation and program
growth. These are areas that have been budgeted at lower levels in the past and
contained the greatest risk for our program. As a result of these increases, a signifi-
cant portion of our fiscal risk has been mitigated. The establishment of the DOD
Medicare Eligible Retiree Health Care Fund also serves to limit some of the finan-
cial risk in the DHP and the Department as a whole by providing a mandatory
funding source (independent from DHP appropriations) to pay for Medicare-eligible
care.

Question. How will the Military Treatment Facilities accommodate the expansion
of TRICARE benefits, particularly with the influx of older retirees who tend to have
unique health care needs, tend to require more patient visits per year, and tend to
require more prescription drugs?

Answer. Overall, the Military Health System will handle the expansion of
TRICARE to include 65-and-over beneficiaries by implementing the Medicare Eligi-
ble Military Retiree Health Care Fund, authorized by section 713 of the National
Defense Authorization Act for Fiscal Year 2001. This will provide resources to fund
the out-of-pocket costs of these beneficiaries after Medicare pays, as well as to pay
for their care in Military Treatment Facilities.

Our senior beneficiaries continue to be eligible for care in military facilities, but
it is important to recognize that the capacity of military facilities did not increase
by virtue of the enactment of TRICARE for Life. We recognize that many bene-
ficiaries want to continue to receive care at military facilities, while also taking ad-
vantage of TRICARE for Life benefits. Therefore, last year we established a new
program called “TRICARE Plus,” a primary care enrollment program that gives sen-
1ors (and other beneficiaries not in managed care plans) an opportunity to enroll and
be assigned to a primary care doctor at the military facility. This opportunity is lim-
ited by local capacity. When these beneficiaries need care beyond the capabilities
?Jf.' fthe MTF, they use their civilian health care benefits, in most cases TRICARE for

ife.

Question. How does the fiscal year 2003 budget request address the problems of
recruiting and retaining medical personnel, particularly in the reserves?

Answer. The Defense Health Program portion of the budget designates an in-
crease in funding of $8.2 million to the Armed Forces Health Professions’ Scholar-
ship Program (AFHPSP) to increase scholarships by approximately 282. The budget
also includes an increase of $3.75 million to expand use of the Health Professions’
Loan Repayment Program (HPLRP).

TACTICAL AIRCRAFT PURCHASES

Question. Secretary Wolfowitz, it is a well known fact that modernizing our tac-
tical air forces is critical to sustaining our military superiority in the future. Yet,
in many top-of-the-line DOD aircraft procurement programs, such as the F-18 fight-
er and C-17 cargo aircraft, the Department’s fiscal year 2003 request cuts the num-
ber of aircraft to be bought compared to last year. What are the Department’s rea-
sons for not increasing tactical aircraft purchase rates at the same time that your
budget is increasing by $48 billion?

Answer. We believe that the Department’s long-term tactical fighter moderniza-
tion efforts are leading to a truly “transformational” fighter force structure. We are
moving as rapidly as feasible toward a highly survivable, capabilities-based fighter
force that meets the future needs and provides the users with an asymmetric capa-
bility advantage. The Department is trying to balance the procurement of adequate
numbers of F/A-18E/F fighter aircraft with simultaneous wise investment in the de-
velopment and procurement of the next generation of more capable fighters. The De-
partment’s fiscal year 2003 budget request demonstrates this time-phased TACAIR
modernization plan. With regard to existing fighter aircraft procurement, the budget
request continues to support the full-rate production of the F/A-18E/F aircraft. Like-
wise, the Department continues to aggressively pursue an increasing ramp-up of F—
22 aircraft towards full-rate production (e.g., the program is currently in low-rate
production). It should be noted that combined F/A-18E/F and F-22 procurement has
increased by 6 aircraft from fiscal year 2002 to fiscal year 2003. The Department’s
commitment to next generation fighter development is demonstrated by aggressive
efforts to complete F-22 development, and our continued increase in the Joint
Strike Fighter System Development and Demonstration program from approxi-
mately $1.5 billion in fiscal year 2002, to $3.5 billion in fiscal year 2003. The fiscal
year 2003 request also funds the follow-on multi-year procurement of 60 additional
C-17 cargo aircraft, which maintains a production delivery rate of 15 aircraft per
year until fiscal year 2008. In terms of procurement spending, a comparison of fiscal
year 2002 to fiscal year 2003 spending in the U.S. Navy and U.S. Air Force aircraft
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procurement reflects the Department is spending about $2 billion more on its re-
capitalization efforts. In addition to the aforementioned efforts, the Department has
expanded selected transformation initiatives, such as the Unmanned Combat Air
Vehicle, that may offer the potential as a force enabler to augment manned aircraft
by enhancing our ability to hold certain military targets at risk with decreased risk
to personnel. The Department considers that the President’s Budget provides the
appropriate balance between current acquisition programs and future development
efforts to ensure needed future air warfare capabilities.

Question. Mr. Secretary, isn’t it true that, over the long term, if we don’t purchase
modern aircraft at a sufficient rate, we will have to cut our force structure? Do you
anticipate that this will occur in the near future?

Answer. When we construct our annual acquisition program plans, we try to ac-
count for the projected phase out of aging aircraft types in an effort to maintain ade-
quate force structure into the future. Combat aircraft typically have a service life
of 20-30 years, depending upon type. Therefore, combat aircraft forces need to be
sustained with recapitalization programs that anticipate future needs well in ad-
vance. The Department reviews threat estimates and emerging operational needs in
updating force structure and modernization plans as needed. In some cases, new
operational concepts, weapons, and support systems eventually may permit some
force structure reductions. In other cases, new operational needs may call for se-
lected increases. The DOD’s acquisition program plans factor all these consider-
ations into our annual acquisition program request. The Department considers that
the President’s fiscal year 2003 Budget provides for procurement of the aircraft
needed to achieve required modernization and maintain sufficient force structure for
the foreseeable future.

Question. We have just returned from a trip to the war region in Central Asia
where we heard from our military commanders there that the one system they need-
ed more of was the C-17 airlift aircraft. Have you heard these reports? What are
your thoughts about which aircraft have been the most useful in our Afghanistan
engagement?

Answer. It is true that airlift, especially the C-17, is high on the CINC’s priority
list. However, to suggest that one aircraft in particular has been the most useful
in carrying out Operation Enduring Freedom would not be appropriate. Compari-
sons between the contributions of the different platforms tend to obscure the fact
that different aircraft, both sea- and land-based, provide unique and complementary
capabilities. The success that we have enjoyed has been the result of the flexible
mix of aircraft systems available to support military operations.

During Operation Enduring Freedom, land-based United States and British tank-
ers refueled carrier-based fighter-bombers, while B-1s and B-52s relied heavily on
the Navy’s electronic warfare EA—6B and strike aircraft to disable or destroy enemy
air defenses helping to assure access to targets, and helping to assist in providing
access to assure targets access. Much of the success of the Navy’s tactical aircraft
TACAIR success was the direct result of the support provided by Air Force KC-135
and United Kingdom Royal Air Force UK RAF Tanker aircraft. Pilots from all serv-
ices benefited from targeting information provided by special mission aircraft such
as Joint STARS, P-3s, and Predator and Global Hawk unmanned aerial vehicles.
U.S. Special Operation Forces and anti-Taleban Afghan observers provided eyes on
the ground. Army Apache and Marine Cobra helicopters provided close air support
to our troops fighting on the ground, as recently witnessed in Operation Anaconda.
Other aircraft, such as the AC-130 gun ships, conducted effective missions by night
and struck terror in the hearts of terrorists while hunting them down in the dark
of night. Transports such as C-17 and C-130 provided critical logistic support while
Army and Marine helicopters furnished mobility and supplies to dispersed forces on
the ground.

All of these aircraft are playing a vital role in Operation Enduring Freedom.

TANKER AIRCRAFT LEASING

Question. Mr. Secretary, last year the Congress enacted legislation allowing the
Air Force to lease up to 100 Boeing 767’s for replacing its aging air-refueling tanker
fleet. It is my understanding that no contract agreement has been reached on this
program. What is the status of this program? When do you anticipate an agreement
to proceed on this program will be reached?

Answer. Pursuant to the legislation, the Air Force intends to negotiate with Boe-
ing for up to 100 Boeing 767 tankers. Currently, the Air Force is reviewing informa-
tion provided by both Boeing and Airbus in an effort to gauge available technology
and properly bound and define the business case required by the 2002 statute. An
agreement to proceed on this program will not be reached until we have negotiated
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a good deal for the department and I have reported to the Congressional Defense
Committees. I anticipate reporting my findings to Congress in accordance with the
legislation this summer.

Question. Secretary Wolfowitz, do you agree that the Air Force’s tanker fleet is
aging and in need of replacement?

Answer. Yes, I agree the Air Force’s tanker fleet is aging and in need of replace-
ment. The vast majority of the tanker fleet is comprised of KC-135s, which were
delivered between 1957 and 1965 and have an average fleet age of over 41 years.
The operations and sustainment costs for this aging fleet are projected to rise in
the years to come, while operational availability is expected to decline, making re-
capitalization crucial. While we recognize the need for replacement, any approach
to modernizing the fleet, whether by leasing aircraft, buying new aircraft, or some
other approach, will be reviewed by the Department prior to any decision being im-
plemented to ensure the approach represents best value to the Government.

Question. Moreover, do you agree that contingency operations, such as the one we
have ongoing in Afghanistan, place a great burden on our tanker aircraft?

Answer. Yes, I agree that contingency operations, such as Operation Enduring
Freedom, place a great burden on our tanker aircraft.

Question. Do you also agree that, in the absence of adequate procurement funds,
‘Ehat (:)an operational lease program is the best way to modernize our tanker aircraft
orce?

Answer. We are still considering the most efficient way to modernize our tanker
aircraft force. An operational lease program is one option under consideration, but
it is premature to state if leasing is the best approach.

BALLISTIC MISSILE DEFENSE

Question. Mr. Secretary, the Department’s Ballistic Missile Defense program has
recently suffered some significant setbacks. First the Navy Area Theater missile de-
fense program was terminated. And second, the Space Based Radar—Low program
is being dramatically restructured. The Department, to date, has provided no clear
indication of how it intends to address these issues. Can you recommend to the
Committee how we should proceed to deal with these issues?

Answer. A sea-based terminal ballistic missile defense capability is only one of the
opportunities that exist for the development of a multi-tiered land-sea-air-space-
based missile defense. Mr. Aldridge has tasked the Missile Defense Agency in close
consultation with the Navy, to address sea-based terminal ballistic missile defense
capability as part of the integrated Ballistic Missile Defense System and for the
Navy to address its extended-range anti-air warfare needs in light of cancellation
of the Navy Area Missile Defense Program.

The prior plan for SBIRS Low was based on a stressing requirement set tailored
for the difficult, sophisticated threat projected for the National Missile Defense Pro-
gram. The schedule for the launch of the first generation satellite was considered
moderate to high risk. MDA expects to present, by 15 May, a restructured program
adopting an evolutionary approach to the performance of the sensor system element,
and a more realistic schedule.

Question. Secretary Wolfowitz, do the problems in these two missile defense sys-
tems undermine the concept of developing a “layered” missile defense?

Answer. No. The actions taken by the MDA, with the concurrence of the SEC, re-
garding SBIRS Low and Navy Area, demonstrate the flexibility inherent in man-
aging the BMD program as an integrated system. The program envisions a layered
defense with evolving capability objectives, based on the projected threat capabilities
and the phased deployment of system elements in blocks of demonstrated missile
defense technologies.

The MDA, with participation by the services and CINCs, is working to develop
a Ballistic Missile Defense System (BMDS) that layers defenses to intercept missile
in all phases of their flight (i.e., boost, midcourse, and terminal) against all ranges
of threats. In doing so, the MDA plans and executes work such that efforts in a par-
ticular area of the BMDS may be truncated or stopped if the results are unsatisfac-
tory or where the development effort should be shifted to another integrated BMDS
element to permit its acceleration.

The Navy Area program suffered technical and schedule challenges, that impacted
cost. This put the Department in the position of being unable to certify to the Nunn-
McCurdy stipulations and resulted in the program’s cancellation. The MDA is ad-
dressing the Sea-Based Terminal element in the context of its role in fulfilling a por-
tion of the layered BMDS. As part of the SBIRS Low restructure the element is con-
verting to a spiral development, capability-based approach. The initial satellites will
support the BMDS Test Bed. These first satellites may have less capability and
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therefore lower schedule and technical risk of achieving launch. Subsequent sat-
ellites will have greater capability as technology matures. This will allow for early
contingency operations and increasing capability. Lessons learned from the initial
satellite operations will feed back to later satellites, increasing their capability and
lowering their schedule and technical risks. An adjustment to the funding profile
across the Future Years Defense Plan (FYDP) may be required to provide the best
capability for the country.

Question. What are the arms control treaty implications of your ballistic missile
defense budget request? Is the ABM Treaty violated if the Committee approves your
program as requested?

Answer. All DOD activities, including those in the Missile Defense Agency budget,
will be conducted in compliance with U.S. arms control obligations. With respect to
the ABM Treaty of 1972, on December 13, 2001, the United States gave notice of
its withdrawal from the Treaty, effective six months from that date (June 14th). The
ABM Treaty will not be violated if the Committee approves the missile defense pro-
gram as requested.

SPACE PROGRAMS

Question. Mr. Secretary, achieving dominance in space is a key to transforming
our military. Unfortunately, some of our more critical space programs—the Space
Based Radar satellites and the Advanced EHF satellite, to name a few—have expe-
rienced delays, cost overruns and other performance problems. Does the Department
have a plan to manage these programs in order to avoid additional cost overruns
and delays?

Answer. Yes. For example, the Space Based Radar is a relative new start. We
stood up a program office to manage this effort last May 2001. Although there has
been considerable discussion between the Air Force and the National Reconnais-
sance Office over how to optimally structure the program office, so far we are un-
aware of any other management, cost or schedule problems.

In the case of the Advanced EHF, which provides protected satellite communica-
tions for a number of high priority command and control functions, we have taken
several actions. In response to the Advanced EHF problems, caused by an attempt
to accelerate the launch schedule as a result of the loss of a Milstar EHF satellite
in 2000, we have increased the oversight of the execution of this program and are
also evaluating alternatives for meeting the operational requirements after satellite
three. Our objective is a transformational communications architecture that sup-
ports the expanding bandwidth requirements of the warfighter.

Question. Do you view the problems in these programs to be more a function of
management difficulties or technical difficulties?

Answer. At this time I am not aware of any significant management or technical
issues with Space Based Radar. Some have expressed concern about management
challenges associated with effectively integrating Air Force and National Reconnais-
sance Office (NRO) expertise into a single program office, but these concerns are
mitigated by the assignment of Mr. Peter Teets to serve as both the Undersecretary
of the Air Force and the Director of NRO.

As described in the previous question, the Department has taken several actions
to address the Advanced EHF management issues. Additionally, the Department
has identified a new approach to technically satisfy the expanding warfighter re-
quirement for very high bandwidth capacity and the continuing need for secure na-
tional level command and control. Instead of proceeding beyond satellite three with
the Advanced EHF, the Department is proposing two new start satellite communica-
tion programs in fiscal year 2003, as follows:

—The Advance Wideband Satellite program, for which we are asking $200 million
in fiscal year 2003, will utilize Laser communications to relay surveillance and
reconnaissance information for processing and dissemination.

—The National Strategic Satellite Communications System, for which we are ask-
ing for $10 million in fiscal year 2003 with a significant ramp up in the out-
yezars, willlprovide highly protected communications for national level command
and control.

DEFENSE EMERGENCY RESPONSE FUND

Question. Secretary Wolfowitz, earlier this month you testified before another
Senate Committee that the Defense Emergency Response Fund would run out of
funds sometime in April. What is the current status of Defense Emergency Fund
balances available to the Department, and is that still your forecast?

Answer. I continue to estimate that Defense Emergency Response Fund balances
will be fully exhausted in April. Through the end of February, $11.9 billion of the
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$15.2 billion appropriated to DERF has been committed, obligated or pending trans-
fer to restore funds advanced from the baseline appropriations for the cost of the
war on terrorism. However, the funds appropriated and apportioned in the last sup-
plemental for increased OPTEMPO and the pay costs of Guard and Reserve per-
sonnel who have been mobilized are already depleted. The Military Departments
have begun to advance funding from the fourth quarter operation and maintenance
and military pay accounts to fund the high OPTEMPO and pay costs associated
with continuing the war on terrorism. However, I anticipate that the supplemental
funds that will soon be requested will be sufficient to make the operation and main-
tenance and military pay accounts whole again, and therefore there will be no im-
pact of DOD readiness.

Question. Secretary Wolfowitz, for how long does the Department envision main-
taining the reserve mobilization at the current levels?

Answer. The global war on terrorism will be variable and dynamic and, as the
President has said, will more than likely go on for years. Thus, there are many un-
known factors, including how long it will be necessary to maintain the current level
of reserve mobilization. As the global war on terrorism evolves, the Department will
continue to evaluate the use of Reserve Component personnel and ensure that they
are being employed effectively for essential requirements. Judicious use of resources
is a critical element of executing the war on terrorism over the long term and it
is important that we not exhaust the available pool of Reservists and Guardsmen
in the early phases of this operation.

Question. Are the respective armed services using current year operation and
maintenance funding to provide for increased force protection costs, or are these
being covered by Emergency Response Fund dollars?

Answer. The DOD’s baseline budget in fiscal year 2002 for force protection was
$4.5 billion for the protection of DOD personnel against acts of terrorism. After
threat conditions markedly changed, the Department sought additional funds for
force protection last autumn. An additional $1.4 billion was provided. I intend that
all additional force protection requirements in fiscal year 2002 be funding via sup-
plemental funding. To do otherwise would threaten the ability to sustain readiness
funded in the baseline operation and maintenance accounts.

QUESTIONS SUBMITTED BY SENATOR HERB KOHL
STRATEGY ON FUTURE CONFLICTS

Question. Recent articles and statements by Administration officials have indi-
cated that we are not ready to engage in a conflict with Iraq at this time. I am not
advocating such a move, but I am surprised that the United States is not prepared.
Our previous national strategy was to be ready to fight and win two major regional
conflicts, our current strategy is to fight and win against a major regional adver-
sary, while defending against another regional adversary in another theater. If that
is our strategy, why are we unprepared to deal with Iraq? Why do we not have
enough precision guided munitions to fight a relatively small conflict and then take
on a regional adversary? Is this a failure of the Department of Defense to accurately
plan what we need to fight these future conflicts?

Answer. The current strategy requires the United States to fight and win two
overlapping wars, and we are capable of prosecuting that strategy today. Our armed
forces have many capabilities that can be brought to bear against an adversary. The
skillful orchestration of these various capabilities in the right mix appropriate to the
threat is the objective of advance planning. In light of our increasing usage of preci-
sion munitions in recent combat we are adapting our production rates and planning
accordingly.

ELIMINATION OF COLD WAR ERA PROGRAMS

Question. I am concerned that since the Department of Defense funding is increas-
ing by such large amounts there is no political will to eliminate Cold War era pro-
grams that are no longer relevant to future conflicts. The Secretary has talked about
making tough choices to move the military toward transformation, but this budget
doesn’t seem to make any choices. Instead of transformation over tradition we are
getting both the old systems and the new. Can you provide some examples where
the Department of Defense has decided to eliminate weapon systems or programs,
outside of missile defense, in favor of newer approaches? Where has the Department
of Defense decided to skip a generation of technology as the President proposed?

Answer. There are several examples where the Department of Defense is elimi-
nating weapon systems and programs. Recently the Army terminated 18 of its pro-
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grams that are not planned for the Objective Force. Eleven (11) of those programs
will be terminated in fiscal year 2003, while the remaining seven (7) will be termi-
nated between fiscal year 2004 and fiscal year 2007. The funding associated with
these 18 systems has been realigned to support higher Army priorities. The Army
will also eliminate several different rotor aircraft in its inventory upon fielding the
Comanche helicopter. When the Comanche is fully fielded, the Army will have only
three types of helicopters (Comanche, Black Hawk, and Chinook). By eliminating
1,000 Vietnam-era aircraft from the force, AH-1 Cobras this year and UH-1 Hueys
by fiscal year 2004, the Army will free the resources needed to support other trans-
formation goals. The Navy cancelled the DD 21 Land Attack Destroyer program and
will satisfy those requirements through the DD(X) program which will focus efforts
on maturing transformational technologies. This move will also increase risk reduc-
tion efforts while establishing a family of ships that will include the future cruiser
(CG(X)), the future destroyer (DD(X)), and a littoral combat ship (LCS). The DD(X)
program is also an example of the Department’s efforts to skip a current generation
of weapons in favor a greater future capability.

REQUIREMENTS GENERATION PROCESS

Question. The Goldwater-Nichols Act helped establish a process to ensure the re-
quirements of the warfighter initiate and guide the development of military weap-
ons programs. Congress felt that identification of warfighter requirements should be
a documented process in any weapons development program. The Department of De-
fense has exempted the missile defense program from the Requirements Generation
Process, thereby taking the warfighter and documented warfighter requirements out
of the development process. Outside of allowing the warfighter to provide unofficial
and verbal input to the development process, what efforts will the Department take
to ensure that warfighters are allowed to document their requirements and estab-
lish performance parameters which the acquisition community must meet to ensure
the missile defense programs have adequate military utility?

Answer. Under the new management approach for Ballistic Missile Defense
(BMD), warfighter involvement in establishing the needs of the fighting forces will
be robust and ongoing. In fact, under this new approach, there will be even greater
opportunity for the warfighter to influence the development of BMD and its earliest
deployment to the fighting forces than ever before.

Developing BMD as a single program with a capability-based approach will
produce a better outcome and provide greater Service involvement. Under the new
approach, the warfighter will provide the Missile Defense Agency (MDA) with the
desired operational features and approaches to system development. The Joint The-
ater and Missile Defense Organization (JTAMDO) will serve as the voice for the
Commanders in Chief (CINCs) and the Military Services to lead the collaborative
effort with the CINCs and Services on operational matters. JTAMDO will also de-
velop the operational concepts, develop the operational architecture, and assess mili-
tary utility, during BMD System (BMDS) development and transition to production.
Further, MDA will work closely with JTAMDO in developing the joint command and
control architecture for the BMDS and integrating it into the applicable joint com-
mand and control architectures for air and missile defense.

Under the new approach, the Chairman of the Joint Chiefs of Staff and the Serv-
ices will be included in deliberative and advisory bodies that will influence BMD de-
velopment on an ongoing basis. The Chairman of the Joint Chiefs of Staff and the
Services are included in the Missile Defense Support Group (MDSG) and the Work-
ing Group which supports the MDSG principals. Under the former process, meetings
of principals from the Services with senior officials of MDA were infrequent, nor-
mally occurring on the occasion of a milestone decision or other significant program
event. By contrast, the MDSG meets frequently, providing a unique opportunity for
the warfighter to voice concerns on BMD development.

Additionally, MDA has created a separate forum for intensive engagement with
the Services. A Joint Board of Directors between MDA and each of the Military
Services has been created. Meetings of the Board of Directors will be conducted fre-
quently to ensure that BMD development effort is conducted with full involvement
of the Services.

Finally, the Services will be involved in the decision to transition an individual
element of the BMDS to deployment as a military capability for the fighting forces.
A recommendation from the Director, MDA, that the BMDS or a BMDS element
should be considered for transition to production would be approved by the Senior
Executive Council (SEC), which includes the Service Secretaries. Upon SEC ap-
proval, USD (AT&L) will establish necessary product teams to support a Milestone
C decision after receiving advice from the Defense Acquisition Board (DAB). Fol-
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lowing this decision, a capability-based ORD will be produced and approved by the
Joint Requirements Oversight Council (JROC). Legacy processes of DOD acquisition
regulations, with full Service involvement, would be fully implemented at this point.

FEDERAL ACQUISITION SYSTEM

Question. The role of the federal acquisition system is to guide programs through
stages of development with reporting requirements which allow senior leaders to
evaluate system capability, performance, cost and schedule. Now that the Depart-
ment has exempted the missile defense programs from the federal acquisition sys-
tem, how will the Department ensure adequate review is provided in the develop-
ment of missile defense programs? What reporting requirements and measures of
effectiveness will missile defense programs have to provide during their develop-
ment to allow for review of their progress? How will these reporting requirements
determine if the programs are running at high cost or behind schedule? How will
the reporting requirements judge the trade off of additional development risk for ad-
ditional performance or additional cost? What reporting requirements will be used
to determine if a missile defense program should be accelerated, decelerated, modi-
fied, or terminated?

Answer. On January 2nd of this year, the Secretary of Defense redesignated the
Ballistic Missile Defense Organization as the Missile Defense Agency (MDA) and
changed the responsibilities and authorities of the Director. The Secretary gave the
Agency new priorities and direction, and expanded responsibilities and authority to
execute the missile defense program. The Secretary has set up a formal oversight
process for the missile defense program. The Director, MDA, will report directly to
the Under Secretary of Defense (Acquisition, Technology and Logistics). The Senior
Executive Council, or SEC, chaired by myself, provides executive oversight of the
program. Permanent members are the Service Secretaries and the Under Secretary
(AT&L). Other Department officials will be included as needed, depending on the
subject at hand.

The SEC conducts periodic formal and informal reviews of the program. The SEC
has met six times since last summer to review the Ballistic Missile Defense pro-
gram. Reviews include such topics as program plans, management approaches, test
performance, system architecture, technological alternatives, basing options, and
threat. The SEC provides guidance regarding policy, planning, and programming;
makes the decisions as to whether to stop, start, slow, or accelerate efforts; and ap-
proves recommendations on fielding elements of the system. This group demands
high standards of accountability.

Additionally, the Department has created a new, standing Missile Defense Sup-
port Group (MDSG), the Chairman of which reports directly to the Under Secretary
(AT&L). The MDSG provides advice both to the Under Secretary and Director,
MDA, as well as input to the SEC. It performs independent assessments, and is
supported, in turn, by a working group. The members of the MDSG are all senior
department officials, and experienced in missile defense. These changes provide
more direct and focused executive oversight and reporting than that provided under
the former approach. It will enable the Department to respond more rapidly to
emerging events. They provide for more internal accountability at a more rapid pace
than we have had in the past.

QUESTIONS SUBMITTED BY SENATOR THAD COCHRAN
SHIPBUILDING

Question. Secretary Wolfowitz, as you know, I have been concerned about the low
rate of shipbuilding. I am not only troubled with the size of the Fleet but also about
the industrial base. I am pleased to see you have recognized that the shipbuilding
rate needs to be higher than the current rate of five ships, however, your current
projections show construction of only five to seven hulls over the next four years
while accelerating ship inactivation’s. How do you plan to ensure the Fleet is suffi-
ciently sized to fully support a forward-deployed, combat-credible posture while
;nair})taining an operational tempo that supports Quality of Life and retention ef-
orts?

Answer. The request for five ships in fiscal year 2003 and 34 ships across the
FYDP provides the best balance between the Department’s competing requirements
and available resources. While the Department recognizes that the build rate of five
ships in fiscal year 2003 and approximately 7 ships per year across the FYDP is
insufficient to sustain the current fleet size over the long term, we are making sub-
stantial investments now in programs such as CVN(X) and DD(X), as well as SSBN
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conversions to cruise missile carrying submarines (SSGN) that represent the bridge
to the transformed Naval Forces of the future.

Question. Secretary Wolfowitz, I understand that Navy priorities for accelerating
procurement of additional ships, if funds were available, would first be a DDG-51
and ;:hen an LPD-17. If additional funds were available, do you support these prior-
ities?

Answer. The Department is currently reviewing ship requirements for the future
fleet. The Navy is participating in the review, and if additional funds were available
for accelerating ship procurement, the Department would review the latest informa-
tion from the ongoing review and determine the shipbuilding priorities at that time.
Both the DDG-51 and LPD-17 programs could be accelerated if additional funding
were available. However, the current budget request meets the current require-
ments for the Navy.

MARINE EXPEDITIONARY BRIGADE VEHICLES

Question. Secretary Wolfowitz, I understand that the current amphibious lift ca-
pacity for Marine Expeditionary Brigade vehicles will support only 2.1 brigades.
How do you plan to meet the current and future brigade lift requirements given that
the average age of almost half of your amphibious Fleet is over 30 years old?

Answer. Both the Secretary of the Navy and the Commandant of the Marine
Corps have recognized the Marine Corps’ fiscally unconstrained requirement to si-
multaneously lift the assault echelons of three Marine Expeditionary Brigades
(MEB AE). There are no current plans to satisfy this unconstrained requirement.

Current ship building plans require keeping amphibious ships well past their Ex-
pected Service Lives (ESLs). Many vessels with planned replacement will have to
serve approximately a decade beyond their intended life expectancy. Once the final
LPD-17 is delivered, around 2015, amphibious lift capacity will achieve 83 percent
of the 3.0 MEB AE lift required for one Major Theater War. The LPD-17 class ship
will provide greater amphibious lift capabilities as they replace four classes of older
ships, including the aging LPD—4 AUSTIN class ships that are now in service. For
comparison purposes, the vehicle capacity of an LPD—4 class ship is 11,800 square
feet and for the LPD-17 class ship it is 24,600 square feet.

The second element of the future lift capability involves the replacement of the
LHA class of amphibious assault ships. The LHA Replacement Analysis of Alter-
natives (AOA) is expected to be released in June 2002.

To help correct the near-term vehicle lift shortfall, the Navy created the Amphib-
jous Lift Enhancement Plan (ALEP) which has 5 decommissioned LKAs and 4 de-
commissioned LSTs in Mobilization Category B. As part of a major wartime mobili-
zation, these vessels would take approximately 180 days to return to service. While
their capabilities are not compatible with today’s operational concepts, they could
provide the additional vehicle square.

One note regarding the recent use of high speed ferries as transportation assets.:
while useful in an intratheater logistics role, they are not acceptable substitutes for
lifting elements of an Assault Echelon into a combat environment lack both the sur-
vivability and sustainment to steam with an Amphibious Task Force and deliver an
assault echelon in a hostile environment.

DD(X) PROGRAM

Question. Secretary Wolfowitz, could you provide an update on how the DD(X)
program is progressing? Do you believe that down select for design will remain on
schedule for April of this year?

Answer. The Navy cancelled the DD-21 Phase III Request for Proposal (RFP) on
30 November 2001 and issued a new Phase III solicitation based on the DD(X) strat-
egy. The award of that Phase III contract will represent the down select to one team
led by a shipbuilder which will become the design agent and technology developer
for DD(X). Both of the industry teams competing to design DD(X)—the Blue Team,
led by Bath Iron Works with Lockheed Martin Corporation as the systems inte-
grator, and the Gold Team, led by Ingalls Shipbuilding Inc. with Raytheon Systems
Co. as the systems integrator—responded with proposals in February 2002.

The Navy is scheduled to award a best value contract in April 2002.

REDUCTIONS IN FUNDING FOR TRAINING ROCKETS

Question. Secretary Wolfowitz, I am concerned with the Department’s decision to
slash funding for the Hydra-70 rocket system in fiscal year 2003 by nearly 85 per-
cent, at a time when our nation’s front line forces are deployed with these systems
in Afghanistan and other countries. This seems to be inconsistent with the direction
provided by this committee last year and this could put combat readiness at risk.
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How does the Department plan to maintain the combat proficiency of aviators
with such dramatic reductions in the procurement of training rockets?

Answer. The Army has made a tough choice to move the military toward trans-
formation. This is a clear example of where the Department of Defense has decided
to move forward and accept risk by reducing the amount of Hydra-70 rockets pro-
cured and move toward rocket technology that will give the war fighter a low cost
precision engagement capability far greater than he possesses today. To mitigate the
near term readiness risk, Army anticipates no change to current training strategies
for the next two years. As part of its continuing and ongoing review process, the
Army staff is reassessing rocket strategies.

RECAPITALIZATION OF AGING WAR RESERVE

Question. Secretary Wolfowitz, how will the Department address the recapitaliza-
tion of the 2.75-inch war reserve that is aging and less capable than the current
production configuration, and incapable of being deployed on Naval aircraft carriers
because of safety issues?

Answer. The Department is recapitalizing a limited number of unserviceable 2.75-
inch war reserve rockets, by refurbishment. The upgrades result in these items
being reclassified as Combat Useable Assets and address safety issues. As a parallel
effort, the Department is also engaged in modernizing this weapon to address the
need for increased precision capability and to satisfy insensitive munitions require-
ments. Items remaining in war reserve will continue to be screened for component
re-use and for use in training.

FUTURE COST INCREASES

Question. Secretary Wolfowitz, how will the Department mitigate the future cost
increases to the Air Force, Navy and Marine Corps users that rely on the Army as
the Single Manager for procurement of this vital weapon system?

Answer. The Department is conducting a study of the 2.75-inch rocket industrial
base which will determine cost drivers that influence rocket procurement prices. The
project manager will work closely with industry to develop and implement solutions
to minimize cost increases to the other services.

SBIRS-LOW

Question. Secretary Wolfowitz, the following statements have been issued by ad-
ministration officials in recent months:

The Statement of Administration Policy on the fiscal year 2002 Defense Appro-
priations Bill, issued on November 28th of last year, declared that “The President
1s committed to the development and deployment of effective missile defenses to pro-
tect the United States, our forces, and our friends and allies as soon as possible.”

In a letter to the Chairman of the Armed Services Committee dated November
14, 2001, Secretary Rumsfeld stated that a key element of the Administration’s na-
tional security strategy was “the intention to develop and deploy limited defenses
against ballistic missiles as soon as technologically possible.”

In a letter to Senator Kyl dated November 27, 2001, the President’s National Se-
curity Adviser stated that SBIRS-Low “is a critical part of this Administration’s mis-
sile defense program.”

Do these statements still reflect the views of the Administration and the Defense
Department?

If not, please explain what has changed.

Answer. SBIRS Low is a critical component of the Ballistic Missile Defense Sys-
tem (BMDS).

Question. If all those statements still hold, the Defense Department’s actions with
respect to SBIRS-Low are puzzling. According to information provided by Defense
Department officials, both program contractors are currently on schedule and within
budget. Yet DOD has slipped the program two years in anticipation of delays that
might occur in the future, and removed substantial funding over the Future Years
Defense Plan. How does delaying a critical element of the missile defense program
because