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DEPARTMENT OF DEFENSE APPROPRIATIONS
FOR FISCAL YEAR 1998

THURSDAY, FEBRUARY 27, 1997

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

The subcommittee met at 10:04 a.m., in room SD-192, Dirksen
Senate Office Building, Hon. Ted Stevens (chairman) presiding.

Present: Senators Stevens, Domenici, Shelby, Gregg, Hutchison,
Inouye, Bumpers, Lautenberg, and Dorgan.

DEPARTMENT OF DEFENSE

COMPTROLLER

STATEMENT OF JOHN J. HAMRE, Ph.D., UNDER SECRETARY OF DE-
FENSE (COMPTROLLER)

ACCOMPANIED BY JOHN VAN ALSTYNE, GENERAL, U.S. ARMY
OPENING STATEMENT OF HON. TED STEVENS

Senator STEVENS. Good morning, ladies and gentlemen.

We are happy to have the Comptroller of the Department of De-
fense, the Under Secretary of Defense. I understand, Dr. Hamre,
you have a presentation that is of very substantial length. As you
know, there is a competing event, but we have decided to go ahead
with this, because we had postponed it once before. We appreciate
your courtesy.

PREPARED STATEMENT OF SENATOR DORGAN

I have an opening statement from Senator Dorgan that I would
like to place in the record at this point.
[The statement follows:]

PREPARED STATEMENT OF SENATOR BYRON DORGAN

Mr. Chairman, this is my first hearing as a member of the Senate Appropriations
Committee, and I want you to know how pleased I am to have been named to serve
on this prestigious committee. I am particularly pleased to be a member of the De-
fense Appropriations Subcommittee, which you and Senator Inouye have so ably
chaired over the past several years.

Although I have served in the House and Senate for over 18 years, I have never
been on a committee with jurisdiction over defense issues, and I am looking forward
to learning as much as I can as quickly as I can. I have able mentors in the Chair-
man and Ranking Member. I also look forward to learning from the various experts
within the Department of Defense about our national defense strategies and funding
needs.

As you know, Mr. Chairman, we have two very important Air Force bases in
North Dakota—at Minot and Grand Forks—both of which are, in my view, crucial
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elements of our national defense. We are very proud of our bases and all that they
contribute to the State of North Dakota and the nation. Supporting these bases and
the B—52 bomber fleet housed at the Minot Air Force Base will be my highest prior-
ity as a member of the Subcommittee. And with regard to our armed forces around
the world, I will be pleased to join in the subcommittee’s efforts to improve the qual-
ity of life for our military personnel.

Defense hawks will argue that the defense budget is woefully under funded and
does not begin to meet our national defense needs. Others will argue that defense
must take its fair share of cuts as we downsize the government and as the pot of
money available for domestic discretionary spending continues to shrink. I want to
state clearly and unequivocally that I am committed to doing whatever is necessary
to ensure that the United States has the best national defense, bar none, in the
world. That is our responsibility as members of this subcommittee. What I am inter-
ested in learning from Dr. Hamre and other Pentagon experts in the weeks ahead
is what our defense needs are, what our priorities are or should be, what kind of
force structure and weapons systems do we need to meet the challenges and threats
of the 21st century, and what constitutes adequate funding in both the near and
long term.

I understand from reviewing last year’s testimony that all the services face a pro-
curement funding crunch and that we risk combat readiness if we do not adequately
fund weapons modernization. General Shalikashvili’s stated goal was to have a pro-
curement funding level of $60 billion a year beginning with the budget before us.
But the budget before us falls far short of that goal. In fact, the request of $42.6
billion is almost $3 billion below last year’s funding level, and is nowhere near the
$60 billion goal set by General Shalikashvili. I would like to know what the ration-
ale is behind the $60 billion procurement level as well as the level proposed in the
budget we are reviewing here today. Last year, the Appropriations Committees
added $5.7 billion above the request level to the procurement account. If the com-
mittee chooses to increase that account by a similar amount again this year, I would
like to know where the DOD would prefer to spend that extra money.

Mr. Chairman, I will have lots of questions as these hearings proceed. I regret
that I am unable to stay for the full hearing today due to numerous other conflicts.
I hope that will not be the case with future hearings. I would ask the Chairman
if he would submit for the record the questions I intended to ask today.

Again, I want to thank the Chairman and Ranking Member for their patience and
willingness to work with me as I familiarize myself with the broad range of impor-
tant defense issues that fall under the jurisdiction of this subcommittee.

Senator STEVENS. If there is no objection from members, it would
be my desire that you just proceed uninterrupted through your
presentation and we will hold questions until you are done. Is that
acceptable, gentlemen?

Senator INOUYE. Certainly.

Dr. HAMRE. Thank you, sir. And I will go quickly. It does not
have to be a long presentation. I will try to move through it very
quickly.

Senator STEVENS. Do not skimp, John. [Laughter.]

We have what you are going to say, but I would take umbrage
at what you leave out.

Dr. HAMRE. I am not going to leave anything out.

BRIEFING OUTLINE

Fiscal year 1998 Budget in context
Highlights of fiscal year 1998 Budget
Supplemental Request for Bosnia/Other Contingencies

OVERVIEW OF DEFENSE BUDGET

Sir, I thought what I would do is just take a minute to talk about
our budget, and put it in context with the overall budget that the
administration has submitted. I think that there are some very im-
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portant and somewhat controversial elements to that, that I need
to say, about this context. I will talk very briefly about the budget,
and then I know that a particular concern is the Bosnia request,
the supplemental to help pay for Bosnia.

I would also like to introduce General Van Alstyne who is here
with me from the Joint Staff. He is our expert. He has been work-
ing Bosnia issues on a day-to-day basis. And any substantive ques-
tions, he is perfectly able to answer. So I did at least bring an ex-
pert here with me.

Federal Budget Outlays

(% Distribution)

FY 1990 = $1.25T FY 1998 =$1.69T FY 2002 =$1.88T

14.7% 14.8% 12.7%

23.9% 15.4% 14.6%

52.8%
‘ . o v
17.0% 15.6%

16.0%

45.4%

Mandatory
Interest
Defense
Non Defense .

BNE

Sir, I am just showing you a chart of the four major categories
that are in the Federal budget. Of course this large black section
is the mandatory. That is things like Social Security payments,
Medicare, and Medicaid. It also includes things like crop payments
and crop insurance, VA benefits, et cetera.

This patched area is interest payments. The upper gray section,
in each case, is the DOD budget. And the lower gray section is dis-
cretionary spending.

Now, there are a couple of major things to draw out of this which
I think are of significance. Note, first of all, how the debt servicing
actually drops during this period of time. At least we are forecast-
ing that it is going to drop during this time.

Senator STEVENS. How can you drop the debt servicing when the
debt continues to expand?

Dr. HAMRE. Sir, it is, I think, probably some very heroic assump-
tions that are in here.

Senator STEVENS. Yes.

Dr. HAMRE. But it is saying that interest rates are going to be
lower.

Senator STEVENS. I know. They are heroic, and you cannot spend
the heroes. [Laughter.]
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Dr. HAMRE. Sir, I am pointing it out to say I think that if that
does not happen, of course it is likely to be coming at the expense
of those pieces. And that is what I think we have to watch out for.

I do not have a reason to question it, but we have very optimistic
assumptions about inflation. Virtually, the economy is doing very
well. There are some risks about this being achieved.

Senator STEVENS. What is the rate of assumption of interest
through the 1998 to 2000 period?

Dr. HAMRE. Sir, I will get that. But I think the nominal interest
rate is about 3.5 percent. But we will get that.

[The information follows:]

As shown in the Economic Assumptions chapter of the President’s fiscal year 1998
budget, the following are the assumed interest rate percentages:

Fiscal year—
1998 1999 2000
91-day Treasury DillS .....cceveeveeeeeeeeeeeceeeeee et 4.7 44 4.2
10-YEar TrRASUNY NOES ....cvuvvecvecvecreceeeeeeeseesseesessesses s s s sten s nees 5.9 5.5 5.3

Senator STEVENS. I said I would not interrupt. Pardon me.

Senator LAUTENBERG. That is the chairman’s prerogative.
[Laughter.]

Dr. HAMRE. The other thing that I would just note, look how the
mandatories go from about 53 percent up to 57 percent during this
period when we are getting the balanced budget. And that is with
some fairly significant cuts in Medicare and Medicaid this year as
you know. So this is going to be a tough budget for us to pull off.

I would point out that the President has protected the Depart-
ment of Defense in putting this budget together. And let me show
you that on the next chart.

FiscAL YEAR 1997 RESCISSION AND SUPPLEMENTAL

Two components:
$2 billion rescission and supplemental for Bosnia
$2.8 billion rescission only for outlay relief in fiscal year 1998

Fiscal year—
1997 1998 1999 2000

Bosnia BA:

RESCISSION ..vovevceceieeee e —2.0 e e e

Supplemental .......ccocevevreeeeee e F2.0 i e i
Qutlay Rescission:

Budget AUthOrity ......coooveeeeeeeeee e =28 i e e

OULIAYS oo -13 —-08 —05 —0.2

FISCAL YEAR 1997 RESCISSION AND SUPPLEMENTAL

But before I get to that, let me out this chart. We are submitting
with our budget—and I know this is going to make you all hopping
mad—a proposal to rescind $4.8 billion. Now, there are two ele-
ments to that rescission. There is a $2 billion piece




5

Senator STEVENS. In authority or outlays?

Dr. HAMRE. This is all in budget authority, sir.

Now, the first piece is to pay for Bosnia. And it is to take $2 bil-
lion out of slower spending accounts and put it in to pay for Bosnia.
So our proposal is to pay it. Now, we are not giving you individual
rescission items. We proposed a cancellation.

Now, we have done that 2 years running. And 2 years running,
you said no. So I am not sure, but I still need to get funds for
Bosnia. So I need to have a basis to work with, then we can work
together and we can get some resources so we can get Bosnia paid
for.

The other part, which is I think very controversial as well, is this
$2.8 billion rescission. And we do that for one reason. We need it
to generate this stream of outlays. Now, let me explain why we had
to do that.

We had a big outlay problem in fiscal year 1998. It was caused
by three things. It was caused by, first of all, we had some
compositional shifts inside our program. We had some holes in our
operating accounts that we needed to plug. And we moved about
$4 billion from procurement into O&M to plug those holes. That
had about a $3 billion outlay tail that came with it. So we had an
outlay tail that came from that plugging some holes.

The second thing we had was we had to pay for Bosnia. We had
about 2 billion dollars’ worth of outlays that were not in our 1998
column because of Bosnia.

Third is we got the congressional increase last year that the
President signed, of $10 billion; $3 billion of those outlays showed
up in 1998. So altogether we had about an $8 billion problem in
fiscal year 1998.

The White House gave us relief. We got some funds from the
White House from it. We also realigned our own program. But we
were still about $8 billion short in building our program. So when
we got down to it, we said we either cut our 1998 budget request
or we propose a rescission of 1997.

Now, sir, if I may, the politics here is very different in this sense.
If you choose not to cancel 2 billion dollars’ worth of funds for
Bosnia, I have a problem. Because I still have to work with you to
try to get funds for the supplemental. If you choose not to rescind
$2.8 billion to generate the outlays, it is not my problem. It is going
to be your problem in building the budget resolution for 1998. Be-
cause it means that stream of outlays which were embedded in our
assumptions are not going to happen. And I also know that outlay
estimates are a controversial item right now. And I would be happy
to talk with you about what I know about them.

So this is our problem. This is very much your problem. I know
you resent that, but I just wanted to be up-front that that is what
happened this year.



DoD Budget Last Year vs This Year

(FY 1997 FYDP Inflation adjusted)
(BA $ Billions)

270

FY 98 FYDP

l

260

97 Appropriated

T

FY 97 FYDP

250 |

240 T T T T |
1997 1998 1999 2000 2001 2002

BUDGET COMPARISONS

Sir, I am showing this chart, and I am trying to compare this
year’s DOD budget with last year’s. This lower line is last year’s
budget extended over 5 years. The upper line is our budget request
for this year.

As you can see, it is higher in every one of these years. The
President gave us about $7 billion more budget authority for the
fiscal year. We have about $5 billion of it in 1998 and 1999 and
smaller amounts in the out-years.

We were also allowed to keep about 4 billion dollars’ worth of in-
flation savings. The inflation rate actually dropped one-tenth of 1
percent. And rather than take that from us, the White House let
us keep that. And so our spending power is about $11 billion high-
er than it was last year.

Senator STEVENS. Only if we cancel $5 billion from last year,
John. Now, let us be honest here.

Dr. HAMRE. Sir, depending on the outlay situation that we are
in controversy with at OMB.

Now, may I point out, sir. This star on my chart is where you
ended up with the appropriation last year, about $252 billion. All
of this, by the way, is 051. It is just DOD. About $252 billion. And
we are requesting about $250 billion. So we are down about $2 bil-
lion compared to where we were last year. So this budget still goes
down, if your point of comparison is last year’s appropriated level.
And it is down about $2 billion.

It is up from where we wanted to be last year, where we said
we were going to be this year, by about $2.6 billion.

Senator STEVENS. Actually $8 billion below where you were last
year, because we have to cancel that other in order to get to where
you started. You are really carrying it forward into 1998. The 1997
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money is going into 1998 now. So you are not spending it in 1997.
You are taking it from 1998 and you are actually giving us less
than you had to start with last year.

Now, this is a funny-money chart. I respect you, but that is a
funny-money chart. And it is hard for us to work from that.

Dr. HAMRE. Well, sir, what we are proposing is that this number
comes down $2.8 billion.

Senator STEVENS. Plus another $2 billion.

Dr. HAMRE. Well, the $2 billion is just moving around inside the
accounts. We are still planning to spend it for Bosnia. The content
is different.

Senator STEVENS. You already spent it.

Dr. HAMRE. Well, we are spending it right now, yes, sir. Because
the operation is underway. And that is what we need, to be able
to work with you, to find a financing mechanism. We are financing
it now, borrowing money from quarter to quarter. But there is the
$2.8 billion that this number would come down. But it is only here.
And these numbers are still higher. But, again, I realize, because
of the outlay problem that exists now with CBO, that this number
is in some risk if it is recalculated.

So I am not disputing what you are saying, sir.

Senator STEVENS. Let me just put it this way. If you deduct the
$4.8 billion, almost $5 billion, your star is down $5 billion to start
with.

Dr. HAMRE. This would be down, sir, but $2 billion is going back.

Senator STEVENS. Right, right.

Dr. HAMRE. So only $2.8 billion comes down in net terms.

See, this piece here, sir, is what—I take out $2 billion, but I put
in $2 billion for the supplemental. So that is just a wash.

Senator STEVENS. No; but it is not a wash, because you spent it
on something we did not budget last year. It is already spent for
something that was not in the budget.

Dr. HAMRE. Being spent for something that was not in the budg-
et, yes, sir.

Senator STEVENS. Yes; so you are asking us to rescind other
things because you spent it for something we did not budget for or
you did not budget for.

Dr. HAMRE. Yes, sir.

Senator STEVENS. But that has got to be money outside of our
1997 fund, and, therefore, it is down $5 billion.

Dr. HAMRE. The program content would be $5 billion lower, yes,
sir.

Senator STEVENS. Thank you.



FY 97 Budget Resolution Compared to President’s FY 98 Budget
National Defense Function 050

Discretionary Budget Authority
300 $ Billions

97 Budget Resolution Congressional Resolution

Higher (+) Lower (-):

275

FY97 +3.3

FY98 +3.0

FY99 +1.7

98 President’s Budget FY00 -1.5
FY01 53

FY02 -10.3
Total 97-02 -9.1
Total 98-02 -12.4

250 T T T T T
1997 1998 1999 2000 2001 2002

COMPARISON TO BUDGET RESOLUTION

Dr. HAMRE. Sir, on this chart I am trying to compare where we
are against the budget resolution from last year. And, again, we
are looking here at fiscal year 1998. The lines are marked as the
President’s budget request and the congressional budget resolution.

Now, in 1998, we are $3 billion below the congressional budget
resolution. That is a product of two things. There was about a $2.6
billion increase in the Department of Defense budget request com-
pared to last year, and there was about a $3 billion increase for the
Department of Energy budget request compared to last year. So the
only difference, whereas 1 year ago there was a $9.4 billion dif-
ference between the President’s budget request in 1998 and the
congressional budget resolution in 1998. This year it is only $3 bil-
lion.

And as you can see, the area under the curve is now narrow. So
we have $17 billion where the President’s budget request is higher
in the out-years, and the congressional budget resolution is about
$8 billion higher in the near term.

Senator STEVENS. Go ahead. I am just trying to figure out where
I disagree. Thank you.

Dr. HAMRE. We can come back to any of these, sir.

HIGHLIGHTS OF FiscAL YEAR 1998 DOD BUDGET

Funding increased every year of the FYDP

Readiness remains highest priority

Ongoing military operations are fully funded

Quality of life improved

Modernization real growth protected but ramp delayed
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HIGHLIGHTS OF FISCAL YEAR 1998 DOD BUDGET

Sir, I am just going to speak very briefly to each of these as the
highlights of our budget request. As I pointed out, the budget is
higher every year of the FYDP, because the President gave us some
additional funds and let us keep the inflation money. I will talk
about readiness and how we reflected readiness. I will spend some
time talking about military operations—how they are funded in
this budget. And I also have some charts on the supplemental that
we can talk about briefly. Very brief on quality of life. And then
modernization, where there is a lot of criticism of our budget and
where there is some disappointment in how we ended up the year.
We will go through all of that, sir.

Major DoD Budget Categories--FY 98-02

(BA in Billions)

Mil Pers
O&M

Procurement [
RDT&E A

FY 98 FY 99 FY 00 FY 01 FY 02

This chart is designed to show you the broad outlines of our
budget request. And let me just take a second. These are the four
major categories. The left-most bar is for military personnel. And
as you can see, this bar is very static, with a minor increase in the
out-years. And that is basically putting in the pay raises. So our
personnel—and I will show you in a subsequent chart—is largely
flat, and a minor increase in pay, just simply to pay for the legal
maximum pay raises in the budget.

The tallest bar is O&M, operations and maintenance. As you can
see, it is basically flat. It goes down here from 1998 to 1999. And
that is because this has $1.6 billion of Bosnia operations in it that
is not in 1998. We have 1999, because our budgeted bill will be out
by August 1998. And so, therefore, it is down. But that is not a real
cut in underlying readiness, that is simply reflecting that we do not
have to pay for Bosnia.

The right-most light gray bar is for R&D. And as you can see,
it goes down modestly over this period of time. And that is largely
a product of the major systems, like the F-18E/F, the new attack
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submarine, the F-22—those big programs that are no longer con-
suming big R&D dollars as they transition over to procurement.

And then, finally, the darkest gray bar is the only area of growth
in the budget: for modernization or procurement. This is about a
40-percent increase in real growth. But there is also a lot of conten-
tion about that, and I have a separate section of the charts to cover
it later. And if I might defer those questions until later, because
I think I might anticipate your criticism at that time.

FORCE STRUCTURE

Cold War

Base 1990 Base Force 1998 BUR Goal
Land Forces:
Army active diviSions .........ccccceereerrennnes 18 12 10 10
Reserve Component Brigades ... 57 34 142 142
Marine Corps (3 Active/1 Reserve) ....... 4 4 4 4
Navy:
Battle force Ships ......cocooevveveriverieennne 546 430 346 346
Aircraft carriers:
ACHIVE oo 15 13 11 11
Reserve ... | S 1 1
Navy carrier wings:
ACHIVE oo 13 11 10 10
Reserve 2 2 1 1
Air Force:
Active fighter wings ......ccooooeveereevvennne. 24 15.3 13 13
Reserve fighter wings .......cccoovovevevennee. 12 11.3 7 7

Lincludes 15 enhanced brigades (equivalent to 5+ divisions). Also includes 8 National Guard Divisions (24
Brigades).

FORCE STRUCTURE AND PERSONNEL

Sir, very briefly, there is no change in this year’s budget request
in our force structure. The “Bottom-Up Review” goal, which we
reached 2 years ago, is the same. There is no change to that pro-
gram.

I have got to tell you that this is under deliberation right now
in the “Quadrennial Defense Review,” but there are no decisions
that have been made about that. But, clearly, this budget—basi-
cally, we got to our force structure, and we are staying there for
the time being.
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Personnel Reductions
(End Strength in Thousands)

91 92 93 94 95 96 97 98 99 00 01 02 03

-50 4

Military Reductions -

Civilian Reductions

1990 2002 % Decline
Military 2,143 1,422 34%

Civilians 1,073 718 33%
-150

-200

Personnel: As you can see, we continue to have reductions in per-
sonnel. In this case, there are cuts. And so I am showing you that
the cuts are tapering off and getting smaller. The black bars are
the military reductions; the lighter bars are for civilians. We
thought that we were going to be done with military reductions last
year. This year’s budget we are proposing another 21,000 cuts—
about 11,000 out of the Navy, 10,000 out of the Air Force—below
where we thought we were going to be.

And this was a product of reviewing the program, cutting out
some overhead. These are noncombat billets that were eliminated.
This is going to be controversial. Because last year, the authoriza-
tion committee put a floor in the law and said we could not go
below that. We treat personnel not as an independent variable. We
do not program a level of personnel. We program missions and say,
what do we need to have by way of dollars and equipment and fa-
cilities and people to do that? And we honestly thought we could
do it with 21,000 fewer people, all in the Navy and in the Air
Force. There is no cut in the personnel levels in the Army or in the
Marine Corps.

There is about a 10,000 reduction in the Reserve components. In
the case of the Navy Reserve, it is down about 2,000 below what
the “Bottom-Up Review” level numbers were, and the active Navy
was down about 10,000.

You see that the civilians are still on the glide path to be cut.
And we are still cutting about 4 percent a year of our civilians.
Now, we do not have any programmed RIF’s in this year. We think
we still can accommodate it through voluntary separations. But we
still are going to be separating 28,000 civilians in fiscal year 1998.
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HIGH LEVELS OF READINESS SUSTAINED

Fiscal year—

1996 1997 1998

Army:
Tank mileS Per YEar ......ccooceveveveeeeerereressieenens 618 800 800
Tactical hours per crew/month .......ccccccovviveeinnnes 13.9 14.5 14.0
Navy:
Tactical hours per crew/month .......ccccccovviveeinnnes 22.8 23.8 23.7
Steaming days per quarter:
Deployed fleet ..o 50.5 50.5 50.5
Nondeployed fleet .................... 29.6 28.0 28.0
Air Force: Tactical hours per crew/month .... 20.0 19.3 18.7

READINESS

For readiness—and this is only the most superficial look at readi-
ness—and clearly, when we go through the hearings, you will be
asking all of the services to be more explicit to you. I just wanted
to show you, as a measure of input. But basically, we have
resourced readiness the same way we did these last 2 years.

Now, the Army is always down a little bit. They always budget
for 800 miles, and they tend to execute less than 800 miles. So that
is the phenomenon we saw there. We anticipate no reduction in
readiness that comes from the way we input the resources.

Senator LAUTENBERG. What does the 800 miles represent?

Dr. HAMRE. Sir, it is a very crude measure that tries to reflect
the composite base of activity for a battalion.

Senator LAUTENBERG. Is that per tank?

Dr. HAMRE. Per tank, yes, sir—per vehicle, where we count them.
And we only count tank vehicles in combat units. And then we nor-
malize everything to that one measure. It is not a particularly—it
is a very highly aggregate measure that only is useful in telling
you rough trend lines over time.

I should say, sir, that this is the first time that we have actually
budgeted simulator miles into the readiness program. These were
all real miles, on the ground, driving vehicles. The Army, this year,
has proposed about 70 miles are actually done on simulators for
the first time. It was their proposal.

Senator LAUTENBERG. Forgive me a moment, Mr. Chairman.

Sir, are you saying that 800 miles is the minimum level per unit
that is required to keep this vehicle in a state of readiness?

Dr. HAMRE. Yes, sir; it is what we budget for the Army as an ag-
gregate. Some units will be higher, some units will be lower. But,
on the average, we budget 800 miles per combat vehicle as a rough
measure of how much dollars we put into the fleet for the readi-
ness. We expect no readiness problems in the Army as long as we
get the supplemental. And I have to go through that in just a mo-
ment.

You will see a minor reduction in flying hours for Army heli-
copters. Those are all out of noncombat administrative heli-
copters—the helicopters that are flying people around in the rear
areas.
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There is also a minor reduction here in the Air Force. And that
was because they went through a review of the training syllabus
and actually felt that they could squeeze out one-half a flying hour
per month with no change in their readiness profile.

So we honestly think our readiness program is solid. It will be
just like it was last year and the year before.

Senator STEVENS. Does the time in combat zones count toward
that?

Dr. HAMRE. Sir, what is embedded in here—for example, in 1997,
those units which are in Bosnia today, their readiness program was
built into those numbers. In addition, the supplemental is for only
the marginal cost in addition to what we budgeted for them.

So, yes, those units that are in Bosnia right now, their readiness
program is assumed by their activity in Bosnia. But we are adding
a supplement of additional dollars, because we do not have enough
to pay for wartime conditions.

QUALITY OF LIFE INITIATIVES
Pay Raise
Provides full legal pay raise through the FYDP
Housing

Expands use of Family Housing Improvement Fund

—Navy has quadrupled housing units provided at Corpus Christi at lower
cost using FHIP

——Currently evaluating a number of projects with a goal of providing over
12,000 units more economically

Health Care

Maintains health care benefits at lower cost (95 percent of eligible bene-
ficiaries under TRICARE)

Average out-of-pocket savings of $170 to $240 for enlisted personnel
Commissary

Sustains commissary benefit through Performance Based Organization ini-
tiative

QUALITY OF LIFE

And very briefly, on quality of life. Secretary Perry, as you know,
who built this budget, put a high priority on it. And we have tried
to do that. We have a full legal pay raise throughout the FYDP.
It is 2.8 percent in 1998 and 3 percent per year in the out-years.
That is one-half of 1 percent below the ECI. That is the legal maxi-
mum. For civilians, it is 1.5 percent below the legal maximum.

We have expanded use of the housing fund that Congress author-
ized us to enter into. This is using private sector initiatives to le-
verage our Milcon dollars. We honestly believe that the private sec-
tor gets 30 percent more output for the same dollar input because
they are more efficient in using private sector techniques. They do
not go through the kind of cumbersome contracting techniques that
we do in Milcon. And so we are trying to use that to get bigger
oomph out of this program.

There is not a lot more housing being built by this program this
year. We held at roughly last year’s level. We would like to get
more than we have. This was a balance that we had to strike.
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Our health care program—I know one of the questions you may
be asking is: Have we properly funded our health care program?
And I believe we have, although there may be a budget amendment
coming, and I would be delighted to talk to you about that. We are
converting over to TRICARE; 95 percent of our people will be under
TRICARE by the end of fiscal year 1998. And this is definite sav-
ings for people who are right now paying out-of-pocket expenses.
And they will be saving on the average from $170 to $240 per per-
son.

Our commissary program is not changing, even though we are
changing the organizational concepts to more of a business-like
process. Let me give you an example of what this is to do. When
DECA started, when they brought all of the commissary operations
together, they inherited a real hodgepodge. And one of the things
they wanted to put in was bar scanners, you know, at the checkout
counters that was integrated into the inventory control systems.

It has taken us 3 years to go through the normal Government
contracting procedures—something that Giant Foods could have
done in 3 months. So we are trying to get freed up from those kinds
of cumbersome regulations so we can make DECA function much
more like a commercial entity.

Modernization Real Growth Protected But Ramp Delayed
($ Billions)
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MODERNIZATION FUNDING

This is where I think there is some controversy and disappoint-
ment with our program from your perspective. I know that Sec-
retary Cohen feels that if there is a weakness in this budget, it is
in this area. It is in modernization. This is history. This left line
here. This is all history. This is down about 58 percent in real
terms, from 1990 down to 1997. This is where we ended up. That
star is where we ended up last year, where you added about $5 bil-
lion to our budget, more than we requested. So it went up.
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This dashed line is where we had planned to be 1 year ago. And
this right solid line is where we are now. Let me just discuss brief-
ly the relationship of the numbers here. We are down compared
to—well, we are up compared to where we were 1 year ago in our
program. We are up about $3.9 billion. But we are down about $1.7
billion from where you appropriated last year. So if you compare
us to where you ended up last year, we are down about $1.7 billion
in our proposal to you.

Probably more importantly is, last year, we had proposed to be
at this level—roughly $45 billion—and we are only at $42.6 billion.

Senator STEVENS. None of your proposed rescissions or re-
programming affects the level of that star?

Dr. HAMRE. Sir, the cancellation that we have proposed—the $4.8
billion cancellation—we had to go through a process with OMB to
estimate the outlays that come with it. And it does assume that
about one-third of that $4.8 billion would be procurement.

Senator STEVENS. Well, that star is——

Dr. HAMRE. This star is where we ended up. It would be slightly
lower, by about another $1.5 billion to $2 billion if we were to go
that route. Again, as I said, I am not sure you are going to agree
with that.

Senator STEVENS. Does that right line reflect the changes?

Dr. HAMRE. Sir, this right line simply reflects what we have in
the FYDP, including budget year 1998, for procurement. And this
line would not be changed based on what happens with the rescis-
sion or the supplemental. That number is the number that we have
put in front of you, and it is about $2.8 billion or $2.9 billion lower
than what we wanted it to be last year. We want it to be on this
curve, and we clearly had to trade dollars away from procurement
to put it into O&M. And it was largely because of some holes in
the Air Force and the Navy budget that we had to plug.

I can come back to any of this, because I do know that this is
where there is a lot of dispute.

Senator STEVENS. Yes; do that.

Dr. HAMRE. Yes, sir.
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Average Ages of Selected DoD Weapons
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AVERAGE AGES OF DOD WEAPONS

Sir, I showed this to you 1 year ago, and it is not dramatically
different from where we were 1 year ago. But that is showing you
the problem we had on why we have got to get our modernization
program up. I am showing you ships, tactical aircraft, helicopters,
and combat vehicles. And I am showing you the average age of
these fleets.

Obviously I want to be in this gray band in every case, because
that represents roughly one-half of my fleet size is younger than
that, roughly one-half of it is older than that. And that is roughly
a planning factor. It might be an artifice, but a planning factor we
can use.

There are several things to conclude from this. First, note that
the trend lines are all in the wrong direction. Nothing is coming
down in average age in our program; everything is going up. You
would like to have these things pointing down, but they are not.
So it is getting worse. Our average age—and I use that simply as
a surrogate for modernity of our combat—you know, the fighting
tools. The trend lines are adverse. They ought to be going the other
way, and they are not.

The second thing to note is that, invariably, by the time we end
out the period, with the exception of surface combat vehicles—sur-
face combatants I should say—they go above the average age in the
out-years. So this is a big problem to reverse. Because not only are
the lines heading in the wrong direction, but when they are above
the half-life point, you are running fast, but the escalator is moving
faster than you are.

So we have to do something about this.

That is part of the reason why—just to go back to the previous
chart—we have got to get up to the $60 billion range, to start re-
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versing that. And we cannot really tolerate the slippage that has
been occurring every year, where we said yes, we are going to get
up that curve, and every year we get into the budget year and we
tradeoff procurement dollars to buy something else, to buy Bosnia,
to buy back holes that exist in the O&M account, or something
else.

So we have got to do something about it. And that is really the
core of the QDR problem. That is what we have to do in the “Quad-
rennial Defense Review.”

Senator DOMENICI. Mr. Chairman.

Senator STEVENS. We are going to get back to it. We said we
would let him do it.

Senator DOMENICI. I just wanted to make one quick observation.
That last “we,” you include you, do you not?

Dr. HAMRE. Oh, yes, sir. As a matter of fact, I was really talking
about “we” in DOD. We have to do that. We are not assuming our
top line is going to go up to fix this problem. We have got to do
that inside our own top line.

Senator DOMENICI. Thank you.

HIGHLIGHTS OF MODERNIZATION

First priority to leap-ahead systems
Continues Comanche, V=22, NSSN, F-22, Joint Strike Fighter, F-18 E/F
Sustain Cost Effective Upgrades
Funds CH-47 engine, Longbow Apache, Abrams Tank, Bradley sustainment,
Medium Truck SLEP, AV-8B remanufacture, B-1B conventional upgrades
Expand battlefield situational awareness
Increased funding for Army digitization, UAV’s, Global Broadcast System,
SBIRS, MILSTAR, Cooperative Engagement
ACTD’s/Dual Use
Accelerates introduction of state-of-the-art technology into the operating
forces
Stronger BMD program
Significant increases in Airborne Laser program, BMDQ’s Theater High Alti-
tude Area Defense (THAAD), and Navy Theater-wide Ballistic Missile De-
fense (NTW BMD) programs

HIGHLIGHTS OF MODERNIZATION PROGRAM

Dr. HAMRE. May I very briefly discuss the modernization pro-
gram we have submitted to you.

We did put our highest priority on these programs—kind of the
new leap-ahead technology systems. And these are things that are
not going to be with us for years in some cases. The E/F is now
coming on board. But the F-22, that first squadron does not stand
up until 2004—I think it is 2002—something like that. A very long
period of time. So we have to think in long-term ways about our
modernization, which is why we continue to put primary emphasis
on major new combat systems.

We do have upgrades going on. And that is where the bulk of the
things for the day to day is underway. It is not particularly bigger
than it was 1 year ago. We did continue a lot of emphasis on the
battlefield awareness initiative, really started by Admiral Owens
when he was the vice chairman. We continued it. And these are
very important, very high-leverage programs.
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We are putting some continued emphasis on the ACTD’s and on
the dual-use. It is not dramatic funding—about $300 million. And
in BMD, we have a stronger program. I do know that this is going
to be why they debated during the year, how much stronger is it,
et cetera. But we have put about $2.5 billion more into BMD.

BALLISTIC MISSILE DEFENSE PROGRAM

Accelerates first unit equipped THAAD (from 2006 to 2004)
Reduces risk in Navy Theater Wide

Accelerates SMTS first launch (from 2006 to 2004)

3+3 NMD program stays on course

BALLISTIC MISSILE DEFENSE PROGRAM

Let me show you that program very quickly. So we have acceler-
ated it. We have added about, as I said, $2.5 billion. We put in
$730 million into THAAD, the theater high altitude air defense sys-
tem. This is the Army-managed system, high-rate, outside of the
atmosphere interceptor. We have brought forward its deployment
from 2006 to 2004.

Paul Kaminski, who is the Acquisition Under Secretary, believes
that this is paced only by technology—this date. We have had some
failures—six failures in six shots at that. And so, the seventh one
is coming up here within 1 month. So we have to make that one
work or I think we have to go back and look at this program. And
I am simply quoting Paul Kaminski on that.

This is Navy theater wide. It used to be called Navy upper tier.
We put in about $250 million more into this program. This is a
very tough technical problem. And again, I am not the expert here,
so I am only parroting the things that I have heard from Paul and
others. We are taking here—this is to intercept outside of the at-
mosphere—and you want to intercept outside of the atmosphere
against attacking RV’s with penetration aids.

So you need to have very sophisticated electronics that can pick
out which one is the RV and which one is the decoy when you are
outside the atmosphere. That dictates very sophisticated elec-
tronics, and we are trying to pack it in a very small vehicle. This
is a very risky technical project. And, therefore, we feel this is
paced by technical risks, not by budgeting.

This is the old brilliant eyes. We have to move that over from
2006 to 2004, just like we did for THAAD, in order to get the lever-
age out of the program. So the first launch moves up to 2004. We
do not think that is a risk. Our three plus three NMD program is
staying on track where we were. It is really a two plus three pro-
gram now, so that we can make a deployment decision by the year
2002.

One of the questions you will say and the criticism we received
last year was, you have got a three, but you do not have the second
three. You have not put in your budget the procurement dollars to
buy the second three. You have only put in the development dollars
for the first three. And we will have to deal with that this summer,
when we go through the program with you—are we going to put
those dollars in or not?
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Now, the administration’s position is we will put the dollars in
when a threat emerges that says we have to do it. And we feel we
are well ahead of the threat, but none of us—that is one of the de-
bates that we are going to have this summer. And I know that Sec-
retary Cohen has promised a full, open discussion about that both
with you and inside the building.

QUADRENNIAL DEFENSE REVIEW

Process Underway
Steering Group conducting a comprehensive review
Military Departments, and OSD and CJCS working collaboratively
CJCS and Chairman of National Defense Panel to provide an independent
assessment of preliminary findings to Secretary
Secretary submits the QDR results to Congress
Secretary, after consultation with CJCS, submits final NDP report to Con-
gress
Everything is on the table
Strategy
Modernization
Force Structure
Infrastructure
Readiness
Results to be included in fiscal year 1999 budget

“QUADRENNIAL DEFENSE REVIEW”

Finally, sir, let me just say the last part about our overall budg-
et. And this is, I mentioned, the “Quadrennial Defense Review”
which is underway right now. I think you have got 10,000 people
at the Pentagon who are working on it. It seems everybody is doing
it. We have got a steering group that is outlining the various cat-
egories that we ought to be looking at. Everybody is working on the
process together.

The Secretary has said everything is on the table. We are looking
at our strategy. We are looking at our modernization program. We
may not get to the $60 billion as fast, for example. We are looking
at our force structure. We may cut the force structure below the
level that I have shown you on the chart. Everything is on the
table. And I cannot tell you—there is no formula right now on how
we are going to do it.

But what we do know we need to do is we have got to eliminate
these claimants that come against the modernization program
every year when we build the budget—$4 billion migrating out of
procurement into O&M. That is what happened to us this year. We
have got to get at the underlying problems.

Senator STEVENS. What is the time line on that process?

Dr. HAMRE. Sir, we are required by statute to provide a report
to the Congress by May 15. Now, I cannot tell you—it is not going
to be engineered in the FYDP by May 15. We will go through the
program review and the budget review during the summer and the
fall to do that. But the major outlines are due by May 15. And the
Secretary is committed to do that. And he has also said that he is
anxious to consult in advance, before that happens, with all of you.

Now, sir, if I may, I would like to very briefly talk about Bosnia
and our unfunded program in Bosnia.
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ESTIMATED FISCAL YEAR 1997 OPERATIONS COSTS

[In millions of dollars]

Total Funded Unfunded
BOSNIA ovoveeeceeeeeeeee et 2,524 677 1,847
Southwest Asia ....... 714 590 124
Drawdown Recovery 35 35
TOAIS oo s 3,273 1,267 2,006

FISCAL YEAR 1997 OPERATIONS COSTS

This is our biggest risk to readiness this year. Our total bill for
contingency operations in fiscal year 1997 is $3.3 billion. And I
must say, it would not have happened without your leadership, Mr.
Chairman, and this committee’s leadership. You gave us $1.3 bil-
lion this last year. And I know those were hard dollars to come up
with in the middle of last year’s conference. And thank you for
doing it. Really, it made all the difference in the world for us.

But we are short $2 billion. And it is largely because of Bosnia.
We did not have it in our budget, because we did not have the deci-
sion made we were going to stay in Bosnia through SFOR (sta-
bilization force) until December 20. So this program is not funded.

There are some minor cats and dogs in these other numbers, but
basically we have a request before you for a supplemental for $2
billion in offsetting rescissions. Although we have not proposed spe-
cific lines for rescission. And that is something that I need to be
able to work with all of you on.

BosNIA COSTS LESSONS LEARNED

Problem:
Significant cost growth in Bosnia budget estimates submitted to Congress

Direct Factors
Incomplete knowledge of mission specifics
Environmental factors not understood
Operation changes
Revision of program/pricing assumptions
Contributing Factors

Contingency operations estimating process not standardized
Reliance on ad hoc cost estimating processes

BOSNIA COSTS LESSONS LEARNED

I know that my personal credibility with all of you is lower than
a snake’s belly in a wagon rut when it comes to Bosnia cost esti-
mates. Because when I came up here last year, I said $2 billion.
And we were off. We were off significantly. I have backup charts
that go through this.

Why were we off? We are going to spend, when the whole thing
is said and done, about $6.5 billion. Why were we off?
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Well, we did not have a good understanding of what the nature
of this mission was going to be. We thought we did. And we made
our initial forecast. But we had to make changes once we got on
the ground.

And General Van Alstyne is here, and he can talk to you much
more about that and the content of that.

It turned out to be a very different program by the time we got
there. The environment—we had the famous 100-year flood on the
Sava River. We took every bit of bridging the United States Army
had in Europe and took it to that one place and had to use it. Very
severe environmental conditions that we had not anticipated.

We did change the nature of the operation. We had fewer base
camps in the original concept. And we have more base camps now,
as part of the programs—that we were more out with the commu-
nity, in terms of policing the warring factions. And, frankly, we just
blew it on the cost estimating. I have got to be honest about that.
A big part of it was we just blew it.

So, now, why do I think our estimate is any good this year? It
was not any good last year; why is it any good this year?

Bosnia Cost
Why have Confidence in our FY 1997 Estimate?

W
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It is based on actuals. When we put our budget together last
year, we based it upon a forecast using a model. The model we
used is the one we used to forecast our costs for Somalia and for
Haiti. And it was relatively accurate for those two operations. It
was way off for this operation.

So this year’s budget request is actually built on fiscal data. We
know exactly what it has cost during the last 12 months. And that
is the basis for our forecast of this year’s budget. We know our
quality of life situation. We know what OPTEMPO is like. So I
think this year’s budget forecast is—you know I am not going to
have a shock to you. I think I have got the upper bands—that it
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is expensive. And I said, the hole bill for Bosnia from the beginning
through getting out in July—August 1998 is about $6.5 billion.

SUPPLEMENTAL REQUEST—RECAP

When do we need more money in fiscal year 1997?
Approval of funds needed by early April

Why so soon?

If supplemental is not approved by early April, the Services must begin ad-
justing to reduced funding levels
—Training schedules will be revised and training support contracts canceled
—Training opportunities will be irreparably lost this year
—Readiness will be seriously degraded even if full supplemental is approved
at a later date

TIMELY PASSAGE OF SUPPLEMENTAL APPROPRIATIONS

One last plea. I hope, if it is at all possible, that we can ask for
your help in getting the supplemental before the Easter recess. We
are, right now, using our fourth quarter O&M for training to pay
for Bosnia. And if we do not get replacement soon, the Army and
the Air Force—they are the primary players here that are af-
fected—are going to have to start canceling training programs and
rotations at the National Training Center and red flag and green
flag and things of this nature, in order to pay for it. So we really
do need your help.

And if it is at all possible to be able to do that here by about the
middle of April, that would be great to really do that. If we know
that you will be active and that markup is coming, then we can
hold off and we do not have to take any extraordinary measures.

Sir, we are prepared to go over anything further in either the
overall budget or on Bosnia. That concludes the formal tract. I do
have more information. I will be glad to answer any questions that
you pose to me.

Senator STEVENS. I hope the Senators will agree that we will
limit our questions to 10 minutes the first time around.

I was negligent in not calling on my good friend to see if he had
any opening statement. I put mine in the record. This is our first
hearing, but I hope everyone agrees, again, this year, we will follow
an early bird rule. That is, unless there is an objection, that will
be the case. You all understand the early bird rule, I assume?

[No response.]

FUNDING FOR PEACEKEEPING

Senator STEVENS. Let me start off, then, if I may.

How much is in your budget for 1998 for peacekeeping?

Dr. HAMRE. Sir, I know there is a formal definition for peace-
keeping. So may I come back and give you

Senator STEVENS. Well, for what we saw in Kuwait and Saudi
Arabia and Bosnia, what we see in the Pacific, which is related to
peacekeeping.

Dr. HAMRE. Yes, sir.

Senator STEVENS. Not normal training, not normal deployment.
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Dr. HAMRE. Yes, sir; we have, for Bosnia, in our 1998 budget re-
quest, approximately $1.6 billion. We have, for Southwest Asia—
that would be for intrinsic action for Southern Watch and Northern
Watch—we have—I will give you the precise number—we have got,
altogether in 1998, we have got $2.2 billion; $1.5 billion is for
Bosnia and $700 million of it is for Southwest Asia.

Now, the Southwest Asia bills are higher than that, but we have
received payment in kind and other support from Kuwait and
Saudi Arabia. So that those costs are higher, but those are the
costs that are in our budget, and that is all we would need.

TEMPO OF OPERATIONS

Senator STEVENS. Well, I have already expressed to the Secretary
my point of view that the tempo of operations in Kuwait and Saudi
Arabia and Bosnia and Italy are at a higher level than we have
had during the time when there was intensive combat in the area.
I do not know what we are going to do about that. Because the esti-
mates that we used for our appropriations last year were as bad
as yours, but, when we got there, we found out why.

Who controls now the level of operations? Do you have anything
to do with that, in terms of the money that is available? Does the
money we put up have anything to do with the amount of money
they are going to spend?

Dr. HAMRE. Sir, the money that you provide us has an awful lot
to shape what we choose to do. But there is an institutional dis-
connect—and I do not mean this in a negative sense—but there is
an institutional disconnect sometimes in this area, because the peo-
ple who call for operations are CINC’s, they do not control the dol-
lars. Those are controlled by subordinates. And it is very hard for
a subordinate, sometimes, to tell their superior officers that they
are not going to do something.

And so there probably is occasion a pace of activity that is higher
than we budgeted for, and the budget is not what is pacing it. So
we work very hard with that. We have an effort underway right
now, through JCS, that is trying to give us a better handle on that,
so that CINC’s do know what the cost of an operation is going to
be.

Senator STEVENS. I hate to tell you this, but we presume that
you are sitting there by the Secretary and when the President says,
let us send more people to Kuwait, someone, such as you, says,
well, Mr. President, we do not have the money to do that.

Dr. HAMRE. Sir, I do do that. But I also have to tell you, my job
is to support my Secretary when I—when he has made a decision
and I give him the information, he says, well, we are going to do
this and you are going to have to find a way to take care of it—
yes, sir, that is my order and I will do that.

I am not going to tell him, sir, you cannot go to Bosnia because
I do not have it in the budget. Well, last year, we were severely
criticized for taking the money from where we did to put $1.2 bil-
lion into the budget. It was less than 50 percent what is actually
being spent during this year. As a matter of fact, the spending rate
at the time we finally ended up the bill was in excess of what—
we should have put more in, because we saw what was being spent.
I do not understand how we can get any control over it.
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Senator STEVENS. Let me ask this. Does anyone consult you
about the expenditures that are going to be made in deployments?

CONTROLLING OPERATIONAL EXPENDITURES

Dr. HAMRE. Sir, General Shali has put a very important new re-
quirement on every one of the CINC’s and his own organization,
when any deployment is to be made, there now needs to be a cost
estimate associated with it. So that we do know that information
and people are thinking about it.

I got to tell you, it was not done before this year.

Senator STEVENS. Well, when we were in Kuwait—and as I re-
call, that deployment was not one requested by the host country,
it was not one that was consulted with the Congress at all, and we
were told that that was a deployment for 20 to 50 years. Were you
told that before they made that deployment?

Dr. HAMRE. No, sir; and I honestly do not think that my Sec-
retary thinks that that is a 50-year commitment right now.

Senator STEVENS. Well, the Secretary is not spending money; the
CINC is. How do we get some control over the CINC’s? That is
what I feel, after this last trip. The CINC’s are spending money
without regard to how much we have appropriated. They put in a
request to you for money. You cut them back. We cut them back—
or we put some money somewhere else. We are not cutting the
overall budget. But they go ahead and spend based on what they
have requested.

Now, how do we get some control over the CINC’s financially? Is
there a financial officer for the CINC?

Dr. HAMRE. No; there is not. The CINC’s do not have resource
management organizations under them. They rely on their subordi-
nate organizations to do that.

But, sir, I have got to tell you, philosophically, I need a CINC
to worry about the military threat, not worry about funding
sources. That is really for me to do for him. I do believe he needs
to be aware of what it costs.

Senator STEVENS. Well, true combat, I would agree with you. But
when I see a CINC planning for a 20- to 50-year deployment with-
out any consultation with Congress, then I start to worry about the
system that we operate. How can we fund the Department now for
another year? Look what has happened to us. We put up—we rear-
ranged the money last year, gave you money for Bosnia, and now
we are looking at reshaping the 1997 budget to the tune of almost
$5 billion before we even get to 1998. And we are going to have
extreme difficulty to do that in this committee.

Incidentally, I want to thank you and Mr. Raines for acceding to
our request. And that is, we are not getting too specific about
where the money is coming from.

Dr. HAMRE. Yes, sir.

ACCURACY OF COST ESTIMATES

Senator STEVENS. Because, obviously, it looked like you were
going to come up and just cut out all of the congressional priorities
and leave the ones there that the administration wanted. There
has got to be some balance in this reshuffle of money. But we know
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we have to do it. All of your chiefs have come to us and said they
have to have this money by April. We respect that.

But someone is not putting the arm on the CINC’s and telling
them to slow down in the rate they are spending money. If there
were people in harm’s way, we would agree with you, I think—at
least I would—about no restraints on CINC’s. But this is not
harm’s way. This is planning for future deployment.

And I was just aghast when I saw what was going on, in terms
of planning, by the expansion of Aviano, expansion of the Kuwait
deployment, the expansion of the deployment in Saudi Arabia,
without any consultation with us or the Armed Services Commit-
tee, to the best of my knowledge, in terms of the rate of deployment
and the tempo of the activities under that deployment.

We cannot trust your numbers right now compared to what I
saw, in terms of the rate of flying, the rate of deployment, the kind
of activities taking places, in terms of rotation out there. And
maybe I am speaking too much for the committee. This is my feel-
ing.

Dr. HAMRE. Yes, sir.

Senator STEVENS. I do not know how we can recommend to the
Senate that this budget really reflects what is going to be spent in
1998, in view of what has happened in 1997.

Dr. HAMRE. Sir, we have built our budget estimates for intrinsic
action—Southern Watch and Northern Watch—off of the last 4
years of actuals. I actually do not think we are off in our estimate
to you. You are raising a bigger question, though. And you are rais-
ing a question about what are the ways in which resource decisions
are brought to bear by CINC’s when they are making operational
decisions.

I am not trying to duck this, but I think this is a thing you
should raise with General Shali next week. General Shali has actu-
ally put in place some constraints for the first time, where we have
to think about and consider those costs up front.

Senator STEVENS. Well, we deal with other departments in this
committee. And if we have a portion of the Fish and Wildlife Serv-
ice or the Park Service in Hawaii, they do not go out and start
building buildings and hiring people without some clearance with
their central fiscal officer. What I am hearing is the CINC’s do not
have a financial officer; you do not have any control over them.
They are going out and spending money, and they give you the bill.
And now you are giving us the bill. All in the same fiscal year,
now, Doctor.

We are not talking about 1998 now. We are talking about this
fiscal year. We have to reshuffle fiscal year 1997 to the tune of al-
most $5 billion. And we have only got, what, one-half of the year
left by the time we do it. As a matter of fact, just barely, if we get
it done by April 1.

The effect of that is staggering in terms of what we wanted to
do in terms of priorities for defense. And I think we have more
than erased what we did last year, in terms of giving an increase
of $8 billion over what the President wanted. You have gone ahead
and spent the money on what you wanted to spend it on anyway,
without any control at all.
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Now, I am going to try to find some way to put some controls
into effect so someone is responsible, when we see the excesses of
Haiti, Somalia, Bosnia, and now Kuwait and Saudi Arabia—all of
them are far in excess of the estimates. Somehow or other, how can
we tell these people in the Senate that this is—we can once again
predict that we are going to have rising—you have a rising line
there. It is not true.

Because you are starting from a much lower level, in terms of
what has actually been spent on the program. You have spent
money for things that were not on the program. And that really
disturbs me. I do not know if it disturbs the others. But I do be-
lieve—I have got 1 minute left—I believe we have got to have some
meeting of minds with the Department, because we cannot have an
impact.

We are going to lose the momentum we have put behind the na-
tional missile defense, despite what you said. We are going to lose
the momentum in terms of research and development. And we are
going to lose the development in terms of modernization, because
the money has been spent in peacekeeping efforts, which we were
told we were going to be at a very low ebb. We were supposed to
be out of there by last December.

Now we find that we have another deployment started in Kuwait
and another one started in Saudi Arabia, and I think we are going
to see the same thing from those unless we put some constraints
on the Department. Someone is going to be responsible, and I think
someone ought to go to jail if you spend more money than we give
you in a particular function.

Now, there has to be some control over this Department if we are
going to have the mutual respect that we should have.

Dr. HAMRE. Sir, I am the one that gets to go to jail if that hap-
pens. [Laughter.]

Senator STEVENS. No; you are not the one spending the money;
you are just telling us that it has been spent.

Senator LAUTENBERG. We will put you on parole.

Senator STEVENS. Senator Inouye.

Dr. HAMRE. I am glad the time ran out, sir. [Laughter.]

Senator BUMPERS. And that is one of his tamer presentations,
Dr. Hamre.

Senator INOUYE. Mr. Chairman, I have a whole set of prepared
questions, and I ask that they be submitted.

I am going to be submitting a whole set of questions.

Dr. HAMRE. Yes, sir, and we will be responsive.

BUDGETING FOR MAJOR REGIONAL CONFLICTS

Senator INOUYE. I have just one question.

Senator STEVENS. I did not get to my questions. [Laughter.]

Senator INOUYE. Four years ago, the most commonly used term
was “major regional conflict.” It was used in almost every other
paragraph, major regional conflict.

Dr. HAMRE. Yes, sir.

Senator INOUYE. And that the budget was sufficient to have our
Nation be involved in two major regional conflicts. In this budget
presentation, there is not a single time when you used the term
“major regional conflict.”
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Under this new budget, how many major regional conflicts can
we be involved in at the same time?

Dr. HAMRE. Sir, this budget this year is no different in terms of
the planning assumptions from the previous years. It is based on
the assumption that we will be able to fight two nearly simulta-
neous major regional conflicts. We have never said they were at the
same time. We have always said they were nearly simultaneous.
And we do not have sufficient resources to do two at the same time.
We have never advertised that we could do that.

What we do have enough to do is to fight one at the same time
and deter a second one at the same time that that is underway,
with sufficient force that we can come and bring to bear to stop
them from achieving their objectives during that period.

Senator INOUYE. Even with the reduction in surface vessels in
the Navy and carrier forces?

Dr. HAMRE. Sir, there is no reduction in the surface vessels in
the Navy in this budget compared to last year.

Senator INOUYE. What about carriers?

Dr. HAMRE. Sir, there are 12 carriers.

Senator INOUYE. And the air wings; are they reduced?

Dr. HAMRE. Pardon me, sir?

Senator INOUYE. The air wings, are they reduced?

Dr. HAMRE. No, sir; there is no change in any force structure
with the fiscal year 1998 budget compared to 1997. I will
doublecheck to make sure that is the case. But if it was, it was just
part of the regular programmed reduction that went into the “Bot-
tom-Up Review.” But I will make sure that is right and get back
to you, sir.

Senator INOUYE. Do you think we can sufficiently carry out our
mission?

Dr. HAMRE. Sir, I can only quote what my Secretary has said and
what the Chairman of the Joint Chiefs has said, that we can carry
out our national strategy. There is risk associated with our ability
to be able to do that, and we think that risk is acceptable, but we
believe we can do that, yes, sir.

Senator INOUYE. Thank you, Mr. Chairman. I have another com-
mittee to attend, so I yield back the balance.

Senator STEVENS. We are glad to have your balancing influence,
Senator. Thank you very much.

Senator Lautenberg.

HOST NATION SUPPORT

Senator LAUTENBERG. Thank you, Mr. Chairman.

Dr. Hamre, do we have any recovery, changes in percentages, et
cetera, for the infrastructure requirements, or whatever costs we
try to pass on to host countries, such as Kuwait, Saudi Arabia, et
cetera? Are we maintaining a particular percentage that they are
responsible for? We do not ask them to pay our salaries or things
of that nature, but we do try to get them to cover some part of the
costs for being there.

Dr. HAMRE. Yes, sir.

Senator LAUTENBERG. Shared by the host country.

Dr. HAMRE. Yes, sir; of course, the precise cost relationship be-
tween us and our host countries varies based on status of forces



28

agreements, and they will vary from location to location, but let me
give examples.

Senator LAUTENBERG. Let us talk about Saudi Arabia and Ku-
wait.

Dr. HAMRE. Saudi Arabia: Of course, we have Southern Watch
underway in Saudi Arabia. They provide assistance in kind to sup-
port the Saudi Arabia operation. That means fuel, water, things of
that nature. In addition, as we made our relocation for force protec-
tion in Saudi Arabia there was a very explicit cost-sharing arrange-
ment with them. The informal notion is that if it is inside of the
boundaries of the camp and it is not permanent, it is our bill. If
it is a permanent facility or outside of the borders, it is their bill.
And they are paying it. We estimate that that will be about $200
million this year, sir.

Senator LAUTENBERG. So if it is outside of the encampment area,
whether that is a permanent facility or not——

Dr. HAMRE. If it is outside, it is their responsibility. If it is inside
and permanent, it is their responsibility. If it is inside and tem-
porary, it is ours.

Senator LAUTENBERG. Saudi Arabia, are they paying that?

Dr. HAMRE. Yes, sir.

Senator LAUTENBERG. In full, 100 percent.

Dr. HAMRE. Sir, we have just concluded the negotiations or are
concluding the negotiations on the final details. We are very con-
fident that they will be paying that.

Senator LAUTENBERG. Negotiating from what base, Dr. Hamre?

Dr. HAMRE. When Secretary Perry went over last July, he sat
down with the senior leadership in Saudi Arabia and worked out
an arrangement with them. But as is always the case, the fine de-
tails have to be worked out, and they have been doing that. I would
like to give you a more formal response, sir, than what I can do
off the top of my head.

Senator LAUTENBERG. I would like to have it.

[The information follows:]

The agreement that Secretary Perry and HRH Prince Sultan entered into on July
30, 1996 required the U.S. to fund the immediate relocation expenses to move our
troops to safer locations and the Kingdom of Saudi Arabia (KSA) to fund permanent
facilities to include: infrastructure (water, fuel, electricity, and sewage), force protec-
tion enhancements, external security for all facilities, and housing. In January 1997,
USCENTCOM formally requested the KSA to fund a number of permanent facility
requirements. As a result of several executive level discussions related to the U.S.
request, the KSA has committed $200 million for these permanent facilities. While
detailed U.S./KSA negotiations continue, we expect the $200 million will fund the
following efforts: force protection at Eskan Village; housing and force protection at
Prince Sultan Air Base; relocation of troop housing to more secure location in Taif;
consolidation of housing at Dhahran; strategic, tactical and local communications fa-

cilities; most operations, administrative, and maintenance facilities for air-based op-
erations; and a medical facility at Prince Sultan Air Base.

Senator LAUTENBERG. How about Kuwait?

Dr. HAMRE. Yes, sir.

Senator LAUTENBERG. Is that the same?

Dr. HAMRE. Please let me just give you a formal response that
is correct. I can give you in general terms yes, we are receiving
support. It turns out about one-third of our costs for being in Ku-
V{laifz1 is borne by the Kuwaities, and we pay about the other two-
thirds.
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[The information follows:]

Beginning in 1996, Kuwait expanded the extensive support they provide U.S. se-
curity forces in-country. They now provide enhanced U.S. force protection following
the Khobar towers bombing in Saudi Arabia, additional support for the more exten-
sive exercises scheduled by U.S. forces, and storage for the additional military as-
sets temporarily deployed to Kuwait following the latest Iraqi military actions. The
U.S. military does not pay rent for any facilities in Kuwait, nor does it pay airport
or port fees. All operational and residential facilities are maintained by Kuwait, and
all food and transportation requirements are covered. Kuwait pays all costs of con-
ducting Army battalion level training exercises (Operation Intrinsic Action) to in-
clude troop transportation costs, maintenance of propositioned brigade equipment,
storage buildings, barracks, supply points and purchase of spare parts. In addition
Kuwait’s Udairi range, one of the most significant training areas available to U.S.
forces outside CONUS, is made available free of charge. Finally, Kuwait has agreed
to pay the full costs associated with the in-country deployment of the F-117 aircraft
and a Patriot unit associated with Operation Desert Strike.

COOPERATION OF COUNTRIES

Senator LAUTENBERG. I will make an observation. I have been
concerned about the cooperation of the countries and I have been
disturbed by some of the impediments that we have run into in get-
ting information from them. But if there is one thing that ought
not to be a problem, it is to get them to carry the financial burden.
That should be easy for them, and that is the financial side. I do
not want to put our forces out there as a mercenary force. That is
not America’s objective. Our objective goes far beyond just being
there at their convenience. But I would appreciate it if we can get
that data furnished to the whole of the committee ASAP.

Dr. HAMRE. Sir, let me assure you, you will have no constraint
getting information from me. I will get you whatever you need.

Senator LAUTENBERG. OK. And if you would, be selective. Those
countries—you know, Bosnia, they are not going to be able to con-
tribute at all.

Dr. HAMRE. Yes, sir.

Senator LAUTENBERG. But if there are things that any of these
countries could do, and those countries that can contribute, I would
like to see what percentage they are giving us, and whether or not
they are delinquent in the flow of funds.

Dr. HAMRE. We feel very good about it, sir, and let me say—and
I sure do not want to pick a fight—we are not there to save their
necks. We are there because we have national interests where we
feel it is very important for us to be present. And we share this
interest with them. But we are there because of our needs.

Senator LAUTENBERG. Well, we are there because of our needs.
But I will tell you, if you were protecting my house because you
wanted to protect yours next door, I'd sure be grateful, and I'd
make sure that we made it very comfortable for you to do that.

Dr. HAMRE. And they are being very responsive, but I will pro-
vide that information, sir.

R&D EXPENDITURES

Senator LAUTENBERG. There was a figure among your charts that
I had a little trouble with, having to do with R&D. Can you just,
any of you, pick out the page that had a reference to R&D expendi-
tures?
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Dr. HAMRE. I showed you this chart, sir, which shows that it is
going down modestly over this period.

Senator LAUTENBERG. I would like to ask you this: Do any of the
R&D projects get further shifted to the outside? We have partners
in most of our major R&D projects. Thank goodness we have. The
private sector is ingenious, more often than not, in looking for ways
to develop things. Has that share changed at all, so that we can
get a little better definition of what our expenditures mean in
terms of the product that we gain?

Dr. HAMRE. Sir, I will get for you for the record the way in which
the dollar split between Government and private sector evolves
over this period of time. You will primarily see that it is coming
out of the private sector because the major dollar expenditures are
when you are developing new weapons systems, and as you phase
out of those, which is why the line goes down modestly. It is going
to be cut.

Senator LAUTENBERG. I just wanted to have some feel for wheth-
er or not we are doing less R&D than we used to. And considering
that this chart shows about an even funding level, maybe there is
more on the outside.

Dr. HAMRE. Sir, I think there are two ways, if I could be fair in
describing it. I think there are two ways to characterize that. If you
look at are we doing more or less in R&D, you can compare in
nominal terms or real terms what did we do 20 years ago. We are
doing less. If you were to look at it as a percent of our overall de-
fense budget, we are doing far more. We have historically spent
about 10 percent of our budget on R&D, and this budget has about
14.5 percent on R&D. So in depending on how you choose to look
at the problem, I think we are doing well in R&D, given the overall
constraints that we have as a Department.

Senator LAUTENBERG. Perhaps the general ought to answer this,
but is there a balance between personnel requirements and advanc-
ing technology in some way? If we cut back on the numbers of peo-
ple we have in training in the field, et cetera, do we still gain a
military advantage based on technology, or are we in some way im-
pairing our ability to do the job that we would like done?

General VAN ALSTYNE. I would propose that I do two things:
First, that I take your question and provide a more detailed re-
sponse. But initially, I would say definitely all of our systems, and
I am sure as the chiefs of services or the Joint Chiefs come over
and testify, they will make the connection between increased tech-
nology and the ability to perform, to accomplish their mission with
a lesser force. So they definitely make the connection between an
increase in technology and modernization and the ability to accom-
plish with current or a lesser force.

But, sir, I am a little bit out of my field. I would be pleased to
provide a response for the record.

[The information follows:]

There is a connection between an increase in technology and modernization and
the ability to accomplish the mission with a lesser force; however, any connection
is both mission and situation dependent. There are well known examples of fielded
systems which, using technological enhancements, have resulted in fewer people “in

the field”: stealth aircraft using precision weaponry can destroy in one pass the type
of targets which, in the past, required multiple aircraft flying multiple missions.
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However, this system may not be the appropriate weapons system for all missions
and all situations.

Each of the services has better systems which demand fewer people for operation
and maintenance; however, the unpredictability of future U.S. military operations
will require the ability to mix and match forces and equipment. The mix will be af-
fected by the traditional factors which play a part in any military operation: political
objectives and restrictions, rules of engagement, geography, weather, etc. We can-
not, therefore, say with any certainty that new technology and any resulting de-
crease in numbers of people we have training in the field will guarantee a military
advantage for U.S. forces in all situations.

INTERNATIONAL COMPARABILITY OF DEFENSE EFFORTS

Senator LAUTENBERG. I would be very interested in maintaining
our capability. I was struck by the reduction in the number of divi-
sions in the Army—since I think 1990, was the year.

General VAN ALSTYNE. Yes, sir.

Senator LAUTENBERG. We were up at 18.

Dr. HAMRE. Yes, sir; we were up at 18, and we are down to 10.

Senator LAUTENBERG. And the requirements do not seem to re-
duce substantially.

I would ask you one more thing in the time that I have allotted
here. What the charts do not show is how much we spend on de-
fense relative to other—let us say members of the advanced soci-
eties world, the other countries who have obligations, feel the need
to help participate in international affairs and maintain their own
defense, as well, and some of them are restricted by philosophies
that emerge as a result of World War II. But is our spending on
a comparable level? Do we spend more on defense on a relative
basis than the Frances, Germanies, United Kingdom, and I know
that Germany has a particular structure. Do we spend more on de-
fense than these countries, or do we spend less?

Dr. HAMRE. Sir, we provide to the Congress a report every year
on relative expenditures from each of the countries. And I will have
to get that and refresh my memory. I do not recall.

As I recall, we were one of the higher as a percent of GNP spend-
ing on defense, but there were other countries that spend a higher
percent of GNP. I would need to share—I need to go back through
that, sir, and I will have that to you before the day is out. I am
not trying to duck your question, I just do not know it.

[The information follows:]

According to the privately published Military Balance, for fiscal year 1994 the fol-
lowing were the percents of Gross Domestic Product spent on defense:

FLANCE ..oviiiiiiieeee et e e e et e e e e e et e e e e e e naaaeeae e e e nnraraes
GEITIIATLY ..o.vvieiieeiiieiieeieesiteeteeeteeteeeebeebaeesbeesaeeesseensaeesseessseenseessseenssaasseesaesnsaenseas
United Kingdom .....c.c.cooiiiiiiiiiiiieieteeeee ettt
CANAA ..cvviiieiiiieciee et eetee e et e e e rtae e e s etee e e tbae e e abaeeetaeaeantaeeasataeeetaeeeeraaeannees
UNIted SEALES ovieieiieiieiieeiie ettt ettt et et e et e sbe et e e bt e staeebeessneebeennsaenne
1S =1 o7 o RS PUPN

Senator LAUTENBERG. I would not think that you did.

Thank you very much, Mr. Chairman. We will get that.

Senator STEVENS. Thank you, Senator. That is a good request.
We will look forward to the answer to your question.

Senator Domenici.
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COST OF MAINTAINING OLDER SYSTEMS
Senator DOMENICI. Thank you very much, Mr. Chairman.
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I just want to make two observations before I ask questions. Mr.
Chairman, one of the charts that the Comptroller presented——

Senator STEVENS. Page 13?

Senator DOMENICI [continuing]. Yes—had to do with the average
age of selected DOD weapons. Maybe you could just put that up
there very quickly. Let me, while he is putting it up, if you just
look at the two on the right-hand side, one of the reasons we are
having problems with reference to our budgets and O&M is that if
you look up there on tactical aircraft and just look at 2002, the av-
erage age of the Air Force’s planes will be then at 20 years—almost
20, am I correct?

Dr. HAMRE. Yes, sir.

Senator DOMENICI. And then down below, if you look at the heli-
copters you will see that the U.S. Marine helicopters in 2002 are
averaging over 25, almost 30 years. And Army utility is there
around 20, 22 years. I think what is happening, Mr. Chairman, is
that these aircraft, and I assume the same is on ships, but I do not
know that much about them, the cost of maintaining them is get-
ting to be very, very high when they get that old. And there is a
tradeoff when you have to spend that much money to maintain, re-
place engines, and the like. That is a tradeoff against procurement
in the future, the way we are budgeting now, because to the extent
that we have to do that it has to remain in O&M and clearly you
cannot then reduce O&M and spend it for the weapons of the fu-
ture. And I actually believe that it might be good exercise to tell
us what might be a mixed scenario of replenishing more of existing
kinds of aircraft and helicopters and maybe delaying some at the
tail end, the entry of brand new weapons systems. I think in the
meantime that the differential in costs may very well work out on
our favor and the risks that are imposed because of delays on the
other end may not be very serious. I just make that as an observa-
tion.

First, let me make my second one. Mr. Chairman, in my State
I have now visited many of the military personnel on bases, and
I have decided, with your help, that I would dedicate a bit of my
time this year to the quality of life as it pertains to pay for the
military men and women, especially at the bottom levels, and also
the quality of life as it impacts upon family life on military bases.
And I believe we have some serious problems with reference to
child abuse, spousal abuse, divorce rates that are creeping up in
the military. I think the military has to look at things to do on
these bases to give families a better chance of surviving under
these difficult times. I intend to ask the committee to perhaps even
have a hearing on this issue of the family situation on our military
{)?S;}S: Are we doing enough to help them maintain a decent family
ife?

BOSNIA COSTS

Now, having said that, let me suggest that everybody has asked
questions about Bosnia and the $6.5 billion, but I would suggest,
and I would ask you, is it not entirely possible that that $6.5 billion
is not enough, as far as our commitment? Is there not some plan-
ning going on as to what we will do there with reference to a large
aid package to help keep the peace?
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Dr. HAMRE. Sir, the $6.5 billion that I referred to is only the De-
partment of Defense’s bill.

Senator DOMENICI. Yes.

Dr. HAMRE. I will have to find out what the Department of State
and others are doing. They are working on that.

Senator DOMENICI. Can we get that, Mr. Chairman? Are there
other plans to spend more in Bosnia in addition to the $6.5 billion?

Dr. HAMRE. There are costs associated, for example, with equip-
ment and training; there are costs associated with economic recon-
struction; that are not in our budget. I will get it for you.

[The information follows:]

In addition to the $6.5 billion required by the Department of Defense to support
operations in Bosnia for fiscal year 1996 through fiscal year 1998, there is $1.5 bil-
lion in U.S. support being sponsored by the Department of State and other domestic
agencies for program requirements advocated by the Dayton Accords. Included are
programs associated with economic reconstruction, humanitarian aid and assistance,

and other support related to such programs as the civilian police force, U.N. peace-
keeping, the War Crimes Tribunal, demining efforts, etc.

CIVIL WORKS IN BOSNIA

Senator STEVENS. Senator, if you will yield, we found evidence
when we were over there that there is a substantial amount of civil
works being done by reserve strength, spending Department money
but doing civil works. Now, I think his question is a very good one.

Dr. HAMRE. Yes, sir.

Senator STEVENS. Are we hiding the reconstruction of Bosnia in
the defense budget?

Dr. HAMRE. No, sir, but may I speak? I do know of some of this
because I have had several conversations with General Nash about
it. General Nash is indeed pushing some projects that look like civil
works projects, but he uses that as a way to get into a dialog and
working with the local warlords, as it were, with them so that he
can get cooperation. So he is very explicit. The projects that he is
doing that may look like civil works are actually very important
from his standpoint in peacekeeping.

Maybe General Van Alstyne can speak to that, too.

General VAN ALSTYNE. I would just add one point, sir. In speak-
ing with General Meigs, General Nash’s replacement, the civil ac-
tions support that he is providing, in his mind, provide substantial
training for the units concerned. So he sees that as a good deal.

Senator STEVENS. He can train those people in Alaska or Hawaii
or in Arkansas.

General VAN ALSTYNE. Sir, I certainly would not argue with that.

Senator STEVENS. The question is training in Bosnia. If you are
going to start the reconstruction of Bosnia with a military account,
we have a right to know.

CONGRESSIONAL CONTROL OVER DEFENSE APPROPRIATIONS

Senator DOMENICI. Mr. Chairman, I want to proceed. I do not
want to linger on this too much longer. I want to make another ob-
servation for you, and I really do appreciate your comments on in-
accurate estimating of what we have to pay for out of defense. You
and I and others have been saying we do not want more entitle-
ment programs for this Government. We have been saying we want
annually controlled appropriations. And when we have appropria-
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tions that are as uncontrolled as you have just described in terms
of moving money around within a budget and then putting us in
a position where we have no alternative but to appropriate, then
we lose some of the vigor behind annual appropriations as a way
to control spending in the Government. I believe the military has
to help us in that regard, as you have suggested here.

I want to make sure, Mr. Hamre, that you have indicated here
on the record that you were mistaken and inaccurate when you
spoke, heretofore, about how much new money was available to the
Department of Defense under the President’s budget, because after
you stated that there was $6.8 billion available. It was called to
your attention that you were using savings in other agencies that
are funded out of the 050 national defense budget function, such
as DOE, that you should not have, and that the new money is not
$6.8 billion, but rather $2.9 billion, is that correct?

Dr. HAMRE. Sir, what I indicated at the time earlier was that
there was—I was miscomparing the budget resolution, which is 050
against the Department of Defense, which was 051.

Senator DOMENICI. Right.

Dr. HAMRE. The differential between the 050 number and the
051 number is $6.8 billion. The math is right. Maybe the politics
was wrong. So I certainly am guilty for that.

Senator DOMENICI. Well, the math actually is not right, but the
main point is that the assumption is irrelevant. Because to just do
that subtraction is to assume that the Department of Energy’s nu-
clear activities can get along with less than they have asked for
and even less than they got in 1997 in their budget, and the other
six agencies, the Coast Guard and others, that are funded under
that.

Dr. HAMRE. Sir, I do not want to get into a fight over it. What
happened, there was a change in the way we budgeted this year,
and there would be no change in the actual activity in those ac-
counts this year because they fully funded them where they had
historically not funded them. But I was certainly not trying to mis-
lead anybody.

Senator DOMENICI. The only point I am making is DOD officials
could be looking at your earlier presentations and their salivary
glands could be wetted a bit because they could think they have
really $6.8 billion to spend when they do not.

Dr. HAMRE. Well, sir, we do not have anything to spend. It is you
that has the money. It is your decision how you choose to go this
year.

Senator STEVENS. The chairman of the Budget Committee is
making his point to me.

Dr. HAMRE. I am hearing it too, sir.

Senator DOMENICI. Well, I have a little bit of interest that you
would continue to treat the DOD nuclear activities as defense ac-
tivities. We do not want any shortchanging of that.

Dr. HAMRE. I hope that I have reassured you in the way I pre-
sented it today.

Senator DOMENICI. You have. You have done it correct today, ac-
curate today.
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PROPOSED RESCISSIONS

One last one. Could you explain one more time, you are seeking
$4.8 billion in rescissions, supplemental rescissions. Now, am I cor-
rect that $2 billion of that is to pay for the unanticipated costs of
Bosnia and Southwest Asia, and $2.8 billion of those rescissions are
there to address an $800 million outlay shortage in 1998 in your
brand new budget?

Dr. HAMRE. Yes, sir.

Senator DOMENICI. So what has happened is you cannot, accord-
ing to OMB, fund the programs you have got in your new budget
unless there is a rescission of $2.8 billion because your program
costs $800 million more than you expected.

Dr. HAMRE. Our outlays would otherwise be $800 million higher
than I am allowed to submit as a budget, and, therefore, to accom-
modate that, we either could cut it out of 1998 or we could propose
a rescission in 1997, and we chose to do the latter.

Senator DOMENICI. Or Congress could conclude that we ought to
fund your budget and give you $800 million more.

Dr. HAMRE. I am not asking for that.

Senator DOMENICI. Well, I mean, that could be done, obviously.
You are not asking for it, but Congress might do that.

Thank you very much, Mr. Chairman.

Dr. HAMRE. I just want to be on record, sir, that I did not ask
for that. [Laughter.]

Senator DOMENICI. We understand.

Senator STEVENS. Senator Gregg.

CURRENT DEFENSE STRATEGY AND FORCE STRUCTURE

Senator GREGG. Thank you, Mr. Chairman.

I was wondering about this issue which Senator Inouye raised,
which is the question of fighting two regional conflicts. I think he
said two and one-half regional conflicts. Which is it, two, or two
and one-half?

Dr. HAMRE. The “Bottom-Up Review” strategy talks about two si-
multaneous—nearly simultaneous major regional contingencies.
But we also talk about the ability to conduct other ongoing oper-
ations that are less than a major regional contingency at the same
time. We have never formalized that into a two and one-half versus
two. But our program is to do two nearly simultaneous major re-
gional contingencies at the same time that we are undertaking on-
going operations of a smaller nature.

Senator GREGG. And you believe that under your present force
structure that you are still able to genuinely take the position that
you can accomplish that?

Dr. HAMRE. Sir, we have never advertised that there was no risk
associated with it or that there were simultaneously two wars at
the same time. We have never advertised that. We have said that
we needed to have enough to unequivocally work and win a major
regional contingency, still having enough resources to be able to
deter a second theater conflict, denying potential aggressors any
chance of achieving their object