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Message of the Secretary of Defense

MESSAGE OF

THE SECRETARY

OF DEFENSE

vii

THE DANGERS OF THE POST-COLD WAR
WORLD

Contrary to the hopes of many and predictions of some,
the end of the Cold War did not bring an end to inter-
national conflict. The most daunting threats to our
national security that we faced during the Cold War have
gone away, but they have been replaced with new
dangers.

During the Cold War, we faced the threat of nuclear
holocaust; today, we face the dangers attendant to the
proliferation of weapons of mass destruction. Nuclear
weapons in the hands of rogue nations or terrorists are
especially dangerous because, unlike the nuclear
powers during the Cold War, they might not be deterred
by the threat of retaliation.

During the Cold War, we faced the threat of Warsaw
Pact forces charging through the Fulda Gap and driving
for the English Channel; today, we face the dangers
attendant to the instability in Central and Eastern
Europe resulting from the painful transition to democ-
racy and market economies now underway there. This
instability could lead to civil wars or even the
reemergence of totalitarian regimes hostile to the West.

During the Cold War, we faced the threat of the Soviet
Union using third world nations as proxies in the Cold
War confrontation; today, we face the dangers arising
from an explosion of local and regional conflicts,
unrelated to Cold War ideology, but rooted in deep-
seated ethnic and religious hatreds and frequently
resulting in horrible suffering. These conflicts do not
directly threaten the survival of the United States, but
they can threaten our allies and our vital interests,
particularly if the regional aggressors possess weapons
of mass destruction.

The new post-Cold War dangers make the task of pro-
tecting America’s national security different and in
some ways more complex than it was during the Cold
War. Our task of planning force structure is more com-
plex than when we had a single, overriding threat.
Previously, our force structure was planned to deter a
global war with the Soviet Union, which we considered
a threat to our very survival as a nation. All other
threats, including regional threats, were considered
lesser-but-included cases. The forces we maintained to
counter the Soviet threat were assumed to be capable of
dealing with any of these lesser challenges. Today, the
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threat of global conflict is greatly diminished, but the
danger of regional conflict is neither lesser nor included
and has therefore required us to take this danger
explicitly into account in structuring our forces. These
risks are especially worrisome because many of the
likely aggressor nations possess weapons of mass
destruction. Additionally, our defense planning must
provide a hedge for the possibility of a reemergence at
some future time of the threat of global conflict.

Also, our task of building alliances and coalitions is
more complex in the absence of a global threat. With the
collapse of the Soviet Union and the dissolution of the
Warsaw Pact, the raison d’étre of NATO, for example,
had to be reconsidered from first principles in order to
relate its missions to the new dangers. Also, new
coalitions and partnerships needed to be formed with
the newly emerging democratic countries. In building
such international coalitions, we understand that the
United States is the only country with truly global
interests and a full range of global assets — military,
economic, and political. Thus, we are the natural leader
of the international community. However, even the
United States cannot achieve its goals without the active
assistance of other nations. No state can act unilaterally
and expect to fully address threats to its interests,
particularly those that are transnational in character.

Thus the new post-Cold War security environment
requires a significant evolution in our strategy for
managing conflict, and it requires new and innovative
defense programs and management philosophies to
implement that strategy.

MANAGING POST-COLD WAR DANGERS:
PREVENT, DETER, AND DEFEAT

Today, our policy for managing post-Cold War dangers
to our security rests on three basic lines of defense. The
first line of defense is to prevent threats from emerging;
the second is to deter threats that do emerge; and the
third, if prevention and deterrence fail, is to defeat the
threat to our security by using military force. A renewed
emphasis on the first line of defense — preventive
defense — is appropriate in dealing with the post-Cold
War dangers and is a significant departure from our Cold
War defense policies, where the primary emphasis was
on deterrence.

viii

Preventive Defense

During World War I1, all of America’s defense resources
were dedicated to defeating the threat posed by Japan
and Germany and their allies. That war ended with a
demonstration of the incredibly destructive power of
atomic weapons. Thus, when the Cold War began, the
fundamental predicate of our defense strategy was that
fighting a nuclear war was an unacceptable proposition
— unacceptable from a military as well as a moral
standpoint. So we formulated a strategy of deterrence
— alogical response to the single overarching threat we
faced during that era: an expansionist Soviet Union
heavily armed with nuclear and conventional weapons.
This strategy meant that the primary responsibility of
previous Secretaries of Defense was making sure that
we had adequate forces — both nuclear and conven-
tional — to provide unambiguous deterrence.

Today, we continue to deter potential adversaries by
maintaining the best military forces in the world. But
in the post-Cold War era, the Secretary of Defense and
the Department also devote significant efforts to work-
ing on preventive defense. Preventive defense seeks to
keep potential dangers to our security from becoming
full-blown threats. It is perhaps our most important tool
for protecting American interests from the special
dangers that characterize the post-Cold War era. When
successful, preventive defense precludes the need to
deter or fight a war.

Preventive defense is nothing new — it has been a
central idea of military strategists for over two thousand
years. Indeed, it has been an important strand in United
States defense policy that has been used before with
notable success. After World War II, the United States
and its allies undertook significant efforts to prevent a
future war by holding out a hand of reconciliation and
economic assistance to our former enemies, Japan and
Germany. These efforts were an outstanding success,
especially the Marshall Plan in Europe. The economies
of Japan and Western Europe rebounded, democracy
grew deep roots, and our military cooperation and
strategic alliances flourished. But Joseph Stalin turned
down the Marshall Plan for the Soviet Union and the
Eastern European countries that he dominated, and our
preventive efforts with the Soviet Union failed.

Instead, the Cold War ensued, and for more than 40
years the world faced the threat of global war and even
nuclear holocaust. Having failed to prevent the con-
ditions for conflict, the United States concentrated on
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the second line of defense — deterrence. Over the next
40-plus years, deterrence worked, and World War 111
was averted. Finally, largely as a result of fundamental
flaws in its political and economic system, the Soviet
Union collapsed, and many of the New Independent
States sought to establish democratic governments and
free-market systems. The outcome of that unprece-
dented transformation is still uncertain, but today the
threat of worldwide nuclear conflict has receded, former
Warsaw Pact nations are seeking to join NATO, and
Russia and the United States are cooperating in both
economic and security programs.

Clearly, deterrence and warfighting capability still have
to remain central to America’s post-Cold War security
strategy, but they cannot be our only approaches to
dealing with the threats to our security. Instead, the
dangers facing us today point us towards a greater role
for preventive defense measures. Just as preventive
defense measures helped shape our security environ-
ment following World War 11, preventive measures can
help us deal with post-Cold War dangers. Indeed, the
end of the Cold War allows us to build on the types of
preventive measures successfully introduced by George
Marshall in Western Europe, and extend them to all of
Europe and the Asia-Pacific region.

In addition to maintaining strong alliances with our
traditional allies in NATO and the Asia-Pacific region,
our preventive defense approach consists of four core
activities:

® Working cooperatively with Russia, Ukraine,
Kazakstan, and Belarus to reduce the nuclear legacy
of the former Soviet Union and to improve the
safety of residual weapons.

®  Establishing programs to limit the proliferation of
weapons of mass destruction.

® Encouraging newly independent and newly demo-
cratic nations to restructure their defense establish-
ments to emphasize civilian control of their mili-
tary, transparency in their defense programs, and
confidence-building measures with their neighbors.

®  Establishing cooperative defense-to-defense relation-
ships with nations that are neither full-fledged allies
nor adversaries, but who are, nonetheless, impor-
tant to our security.

Investing in these programs today, which my prede-
cessor Les Aspin aptly dubbed “defense by other
means,” saves us both blood and treasure tomorrow.

Proliferation is a prime example. The possession of
nuclear or other weapons of mass destruction by a
potential aggressor not only increases the potential
lethality of any regional conflict, but the mere
possession of the weapons by the potential aggressor
increases the chances of conflict arising in the first
place. In other words, it is not just that a nuclear-armed
Iraq or North Korea would be a more deadly adversary
in a war — it is that with nuclear weapons they are likely
to be harder to deter and more likely to coerce their
neighbors or start a war in the first place. The Frame-
work Agreement with North Korea is a prime example
of our counterproliferation program at work. The dan-
gerous North Korean nuclear program has been frozen
since October 1994, when the Framework Agreement
was signed.

Another example of preventive defense is our Coopera-
tive Threat Reduction, often referred to as the Nunn-
Lugar Program. Under this program, we have assisted
the nuclear states of the former Soviet Union to dis-
mantle thousands of nuclear warheads and destroy
hundreds of launchers and silos.

Reducing the nuclear threat to the United States and
stopping proliferation are only the most dramatic exam-
ples of why prevention is so important to our security.
This Annual Defense Report describes in detail many
programs we have initiated to strengthen our preventive
defense.

Deterrence

No matter how hard we work on preventive defense, we
cannot be sure that we will always be successful in
preventing new threats from developing. That is why
we must deter threats to our security, should they
emerge. The risk of global conflict today is greatly
reduced from the time of the Cold War, but as long as
nuclear weapons still exist, some risk of global conflict
remains. The United States, therefore, retains a reduced
but highly effective nuclear force as a deterrent. These
forces (as well as those of Russia) have been reduced
significantly, consistent with the START I Treaty, and
will be further reduced when Russia ratifies the START
II Treaty. :
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Similarly, to deter regional conflict, we must maintain
strong, ready, forward-deployed, conventionally-armed
forces; make their presence felt; and demonstrate the
will to use them. While the diminished threat of global
conflict has allowed us to reduce U.S. force structure
accordingly, the increased risk of regional conflict
places sharp limits on how far those reductions can go.
Today, the size and composition of American military
forces, consistent with the Bottom-Up Review con-
ducted in 1993, are based on the need to deter and, if
necessary, fight and win, in concert with regional allies,
two major regional conflicts nearly simultaneously.
The guiding principle is that the United States will fight
to win, and to win decisively, quickly, and with mini-
mum casualties.

This principle requires us to maintain a force structure
today of about 1.5 million active duty personnel and
900,000 reserve personnel. These forces are organized
into 10 active Army divisions, 15 Army National Guard
enhanced readiness brigades, and 8 National Guard
divisions; 20 Air Force wings (including 7 reserve
wings); 360 Navy ships, including 12 aircraft carriers;
and 4 Marine divisions (including 1 reserve division).
Equally important to the size of the force is the
requirement to maintain a commanding overseas
presence, including 100,000 troops in Europe and about
the same number in the Pacific, all in a high state of
readiness. Our overseas presence not only deters
aggression, it also improves coalition effectiveness in
the event deterrence fails, demonstrates U.S. security
commitments, provides initial crisis response
capability, and underwrites regional stability. Strong
deterrence also requires us to maintain prepositioned
equipment in the Persian Gulf, the Indian Ocean, Korea,
and Europe and carrier task forces and Marine
Expeditionary Units afloat, able to move quickly to any
crisis point. And finally, it requires that we keep our
forces in the United States in a high state of readiness,
and that we have the lift capability to transport them and
their equipment rapidly to distant theaters. Having the
capability to deploy forces quickly to a crisis decreases
the likelihood that they will actually have to be used and
increases their chances for success if force is necessary.
Our planning involves the extensive use of well-trained
Reserve Component forces. Fifteen Army National
Guard brigades and many combat support reserve units
will be maintained at a high readiness level to allow
their use at early stages in military operations. The rest
are intended to be used as follow-on forces available for
later deployment in longer-term contingencies.

Those are the requirements that go with the ability to
fight and win, in concert with regional allies, two nearly
simultaneous major regional conflicts. U.S. forces
today meet these requirements. While being able to
fight and win is essential, that ability alone cannot deter
conflict. Deterrence stems from military capability
coupled with political will, both real and perceived,;
credibility is as important to deterrence as military
capability. Deterrence of regional conflict failed, for
example, in 1950 when North Korea doubted American
political will. Some World War II veterans had to turn
around and return to the Far East to reassert that political
will, at a very high price. Today, American forces in the
region serve as a visible reminder of our willingness and
capability to help defend our South Korean allies.

In 1990, deterrence of regional conflict failed again
when Iraq doubted our political will to defend Kuwait
and Saudi Arabia. We demonstrated that will through
a costly but highly successful war to evict Iraqi forces
from Kuwait. In contrast, deterrence succeeded in
October 1994 when Iraq moved forces down to the
Kuwaiti border a second time. This time, the United
States demonstrated political will by rapidly deploying
additional U.S. military forces to the Gulf. Within a few
days after the Iraqi forces had moved to the Kuwaiti
border, we had deployed 200 fighter aircraft, an armored
brigade, a Marine Expeditionary Unit, and a carrier
battle group to the theater. These forces created in a few
days a presence that took many weeks to assemble in
1990. Faced with that presence and the lessons of
Operation Desert Storm, Saddam Hussein sent his bri-
gades back to their barracks. We achieved deterrence
through the capability to rapidly build up a highly
capable force, coupled with the credible political will to
use that force.

Defending U.S. Interests Through Use of
Military Force

Deterrence can sometimes fail, however, particularly
against an irrational or desperate adversary, so the
United States must be prepared to actually use military
force. Use of force is the method of last resort for
defending our national interests and requires a careful
balancing of those interests against the risks and costs
involved. The key criteria are whether the risks at stake
are vital, important, or humanitarian.

If prevention and deterrence fail, vital U.S. interests can
be at risk when the United States or an ally is threatened
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by conventional military force, by economic strangu-
lation, or by the threat of weapons of mass destruction.
These threats to vital interests are most likely to arise in
a regional conflict and, by definition, may require
military intervention.

In contrast, military intervention in ethnic conflicts or
civil wars, where we have important, but rarely vital,
interests at stake, requires the balancing of those
interests against the risks and costs involved. In
general, any U.S. intervention will be undertaken only
after thorough consideration of the following critical
factors:  whether the intervention advances U.S.
interests; whether the intervention is likely to accomp-
lish U.S. objectives; whether the risks and costs are
commensurate with the U.S. interests at stake; and
whether all other means of achieving U.S. objectives
have been exhausted. The United States chose not to
intervene as a ground combatant in the war in Bosnia
and Herzegovina because the risks and costs were too
high when weighed against our interests. This decision
was made by two successive administrations for essen-
tially the same reasons. However, after successful
American diplomacy and NATO military force re-
shaped the situation and the risks, we made the decision
to participate, not as a combatant, but in the NATO
peace implementation force.

The bottom line is that the United States is a global
power with global interests, and as President Clinton
has said, “Problems that start beyond our borders can
quickly become problems within them.” American
leadership, global presence, and strong armed forces
can help keep localized problems from becoming our
problems, and protect us if they do. At the same time,
there are limits to what the United States and its forces
can or must do about problems around the globe. Asthe
President said:

“America cannot and must not be the world’s
policeman. We cannot stop war for all time, but
we can stop some wars. We cannot save all
women and children, but we can save many of
them. We can’t do everything, but we must do
what we can. There are times and places where
our leadership can mean the difference between
peace and war, and where we can defend our
fundamental values as a people and serve our
most basic, strategic interests.”
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Finally, in some instances, the United States may act out
of humanitarian concern, even in the absence of a direct
threatto U.S. national interests. Agencies and programs
other than the U.S. armed forces are generally the best
tools for addressing humanitarian crises, but military
forces may be appropriate in certain, specific situations,
such as when:

® A humanitarian crisis dwarfs the ability of civilian
agencies to respond.

®  The need for relief is urgent, and only the military
can jump-start a response.

® The response requires resources unique to the
military.

®  The risk to American service members is minimal.

A good case in point was America’s humanitarian
intervention in Rwanda in the summer of 1994 to stop
the cholera epidemic, which was killing 5,000
Rwandans a day. Only the U.S. military had the ability
to rapidly initiate the humanitarian effort to bring clean
water, food, and medicine to Hutu refugees who had fled
from Rwanda in the wake of a catastrophic tribal
conflict, and U.S. forces carried out their mission
successfully, at little cost, with little risk, and then
quickly withdrew.

IMPLEMENTING OUR PREVENT, DETER,
AND DEFEAT APPROACH

Implementing our defense strategy involves literally
hundreds of programs. Their details can be found in the
sections which follow this introduction. Highlighted
below, however, are some of the key ways that we are
implementing our approach of prevent, deter, and
defeat.

Reducing the Danger of Weapons of Mass
Destruction

During the Cold War, the Soviet nuclear physicist
Andrei Sakharov said that preventing a nuclear holo-
caust must be the “absolute priority” of mankind. This
is still true. Today, a primary means for accomplishing
this goal is the continued dismantlement of nuclear
warheads, bombers, and ballistic missile launchers.
The touchstone of our preventive activities in this area
is the Cooperative Threat Reduction program, which
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helps expedite the START I Treaty reductions in the
states of the former Soviet Union. This program is con-
tributing to some remarkable accomplishments: over
4,000 nuclear warheads removed from deployment and
more than 700 bombers and ballistic missile launchers
dismantled; a nuclear-free Kazakstan; a Ukraine and
Belarus on the way to becoming nuclear free; and
successful removal of nuclear material from Kazakstan
through Project Sapphire.

It is also vitally important that we prevent potential
regional conflicts from assuming a nuclear aspect. That
is why we have worked hard to help implement the
framework agreement which has frozen North Korea’s
dangerous nuclear program and, when fully imple-
mented, will eliminate the program altogether. Efforts
to reduce the nuclear threat also include sanctions on
Iraq and Iran and the indefinite extension without
conditions of the historic Nuclear Non-Proliferation
Treaty. Such diplomatic measures do not stand in
isolation — they are an integral and crucial part of the
U.S. approach to preventing conflict.

Hedging Against Potential Future Threats

Despite our best efforts to reduce the danger of weapons
of mass destruction, it is still possible that America —
and our forces and allies — could again be threatened
by these terrible weapons. That is why it is important
for the United States to maintain a reduced but effective
nuclear force. This deterrent hedge is not incompatible
with significant reductions in American nuclear forces,
nor is it incompatible with American support for the
Nuclear Non-Proliferation Treaty and a comprehensive
ban on nuclear testing. This nuclear hedge strategy is
complemented by a program to develop a ballistic
missile defense system that could be deployed to protect
the continental United States from limited attacks,
should a strategic threat to our nation arise from
intercontinental ballistic missiles in the hands of hostile
rogue states.

Another way we hedge against potential future threats
is by maintaining selected critical and irreplaceable ele-
ments of the defense industrial base, such as shipyards
that build nuclear submarines. With the end of the Cold
War and the defense downsizing, the need for large
numbers of major new ships, aircraft, and armored
vehicles has declined significantly. Allowing these
defense-unique production facilities to shut down or
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disappear completely, however, would curtail the
nation’s ability to modernize or prepare for new threats
down the road. Therefore, the Department will selec-
tively procure certain major systems in limited quanti-
ties to keep their production capabilities warm — such
as the Navy’s Seawolf fast-attack submarine, which will
bridge the gap until we are ready to build the next
generation nuclear submarine.

Maintaining Strong Alliances and Reaching
Out to Old Rivals and New States

Maintaining strong alliances with our traditional allies
in Europe and the Asia-Pacific, maintaining construc-
tive relations with Russia and China, and reaching out
to new democracies and friends are key elements of our
defense posture.

EUROPE

In Europe, NATO is the foundation of our security
strategy, and we continue to play a leadership role
within NATO. There are those who allege that NATO
isnow obsolete. But, in fact, NATO has provided a zone
of stability for Western Europe for 40 years, and all 16
members have reaffirmed the importance of the
Alliance. Indeed, NATO has received requests from
new nations wishing to join, to be a part of this zone of
stability, and NATO is on a steady, deliberate process
leading to enlargement of the Alliance.

NATQ’s Partnership for Peace (PFP) program is already
extending a zone of stability eastward across Europe
and Central Asia by promoting military cooperation
among NATO countries, former members of the
Warsaw Pact, and other countries in the region. This
cooperation takes place at many levels, from frequent
meetings between Defense Ministers to officer
exchanges at schools and planning headquarters. The
highlight of PFP, though, is the joint exercise program,
focusing on peacekeeping training. In August 1995, the
United States hosted one of these exercises,
Cooperative Nugget, at Fort Polk, Louisiana. Such
exercises have had a remarkable effect on European
security by building confidence, promoting trans-
parency, and reducing tensions among nations that
have, in many cases, been at odds for long periods of
Europe’s history. PFP is also the pathway to NATO
membership for those Partners that wish to join the
Alliance.
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In fact, the positive effects of PFP resonate far beyond
the security sphere. Since political and economic
reforms are a prerequisite to participation in PFP or
membership in NATO, many Partner nations have
accelerated such changes. In addition, many Partner
nations are starting to see value in actual PFP activities,
irrespective of whether they lead to NATO membership.
The lessons learned and values fostered through the
program are intrinsically useful.

PFP is one of the most significant institutions of the
post-Cold War era. Like the Marshall Plan in the 1940s,
PFP today is creating a network of people and insti-
tutions across all of Europe working together to pre-
serve freedom, promote democracy and free markets,
and cooperate internationally — all of which are critical
to expanding the zone of stability in Europe in our day.

It is critical that this zone of stability in Europe include
Russia. Key to this is Russia’s active membership in
PFP, NATO’s development of a special security
relationship with Russia, and Russia’s integral involve-
ment in broader European security issues, as in Bosnia
and Herzegovina. Open, productive security relations
with Russia are an essential element of our approach to
advancing security in Europe and ultimately limiting
the potential for conflict. Recognizing that Russia
remains a major world power with global interests and
a large nuclear arsenal, the United States seeks a prag-
matic partnership with Russia whereby we pursue areas
of agreement and seek to reduce tensions and mis-
understandings in areas where we disagree. Our suc-
cessful efforts to include a Russian brigade in the U.S.
sector of the NATO-led peace implementation force in
Bosnia and Herzegovina readily reflect this partnership.

In addition to cooperative threat reduction efforts, such
as the Nunn-Lugar program, we also seek to foster
greater openness in the Russian defense establishment
and to encourage Russia to participate in global
nonproliferation activities and regional confidence
building measures, by participating in the U.S.-Russian
Commission on Economic and Technological Coopera-
tion. The Commission, established by Vice President
Gore and Prime Minister Chernomyrdin in 1993, seeks
to build confidence by forging a better economic
relationship between the United States and Russia. The
Defense Department is part of an interagency effort
sponsored by the Commission focused on finding,
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facilitating, and helping finance investments in the
region by American business enterprises, targeting a
wide range of opportunities — from defense conversion
to space exploration to prefabricated housing. The
Commission’s activities benefit Russia’s attempts to
achieve a market economy, benefit American com-
panies, and benefit American security interests — a
triple win!

ASIA-PACIFIC

In the Pacific, the United States and Japan have entered
into a new era in our regional relationship, as well as in
our global partnership. A stronger U.S.-Japanese
alliance will continue to provide a safe environment for
regional peace and prosperity. Our alliance with South
Korea not only serves to deter war on the peninsula, but
also is key to stability in the region. These security
alliances and the American military presence in the
Western Pacific preserve security in the region, and are
a principal factor in dampening a regional arms race.

We are also fully participating in multilateral security
dialogues, such as the Association of Southeast Asian
Nations (ASEAN) Regional Forum, which help reduce
tensions and build confidence so that tough problems
like the territorial dispute over the Spratly Islands in the
South China Sea can be resolved peaceably.

Central to our efforts to prevent conflict in the Asia-
Pacific region is our policy of comprehensive engage-
ment with China, a major power with a nuclear capa-
bility. The United States will not ignore China’s record
on human rights, political repression, or its sale and
testing of dangerous weapons, but we also will not try
to isolate China over these issues. We want to see China
become a responsible, positive participant in the
international arena, and the best way to encourage this
is to maintain a vigorous dialogue over a wide range of
issues — including security issues — so that we can pur-
sue areas of common interests and reduce tensions.

In South Asia, the United States has restarted a bilateral
security relationship with Pakistan and begun a new
security dialogue with India. These ongoing dialogues
can help all three countries focus on areas of common
interest, such as international peacekeeping, and could
in time provide the confidence necessary to address
more difficult problems, such as nuclear proliferation
and the long-simmering conflict over Kashmir.
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THE AMERICAS

In our own hemisphere, we are witnessing a new era of
peace, stability, and security. From Point Barrow to
Tierra del Fuego, all 34 nations except Cuba have
chosen democracy, and economic and political reforms
are sweeping the region. This historic development
paved the way for the first Defense Ministerial of the
Americas last summer, at which delegations from all 34
democracies gathered in Williamsburg, Virginia, to
consider ways to build more trust, confidence, and
cooperation on security issues throughout the region.
Following on the success and progress at Williamsburg,
the nations of this hemisphere already are planning for
the second Defense Ministerial in Argentina in the fall
of 1996.

Like the Partnership for Peace in Europe, the Defense
Ministerial of the Americas provides an opportunity to
build a zone of stability in a region once destabilized by
Cold War tensions. In the Americas, as in Europe, the
tools for building stability include joint training and
education programs that promote professional, civilian-
controlled militaries as well as personal interactions;
information sharing on national military plans, policies,
and budgets; and confidence-building measures. In
Europe, these activities are led by the United States and
NATO. In the Americas, they are emerging by con-
sensus and encouraged by the United States. But ulti-
mately, the result is the same: more democracy, more
cooperation, more peace, and more security for the
United States.

REGIONAL PREVENTIVE DEFENSE EFFORTS

In each of the regions discussed, the United States has
military-to-military relationships and is conducting
joint exercises with a much wider range of countries
than ever before. These activities promote trust and
enable forces from different countries to operate
together more effectively, which is essential given the
increasing prevalence of combined operations. In the
Gulf War, for example, some 40 countries made military
contributions. Nearly three dozen countries are par-
ticipating in the peacekeeping force in Bosnia and
Herzegovina, including many non-NATO countries.

Another important part of preventive defense is our
effort to promote democratic civil-military relations.
One such program, conducted jointly with the State
Department, is the International Military Education and
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Training program, which has now trained half a million
foreign officers in the fundamentals of civil-military
relations over the last several decades. Similarly,
recently established regional training and study centers
like the Marshall Center in Germany and the Asia-
Pacific Center for Security in Hawaii are designed to
promote contacts between regional military officers and
civilian defense officials and to foster the principles of
civilian control of the military.

Protecting the Readiness of QOur Forces —
Near- and Medium-Term

No security strategy is better than the forces that carry
it out. Today, the United States has forces that are well-
trained, well-equipped and, most of all, ready to fight,
as their performance over the past year in the Persian
Gulf, Haiti, and Bosnia and Herzegovina illustrates.
The Department has maintained this readiness in spite
of a drawdown of historic proportions. Drawdowns
create turbulence in the force, which historically has
undermined readiness. Recognizing this history, we
have taken unprecedented steps to maintain readiness
while reducing our forces in the wake of the Cold War.
By the end of 1996, the drawdown will be nearly com-
plete, which means an end to the turbulence. In the
meantime, though, the Department continues to main-
tain near-term readiness at historically high levels
through robust funding of the Operation and Mainte-
nance (O&M) accounts. This remains the Department’s
top budget priority. Manifesting this priority, the
Department’sFY 1995 and FY 1996 budgets and the FY
1997 budget request are at historically high levels of
O&M funding (normalized to force size).

Medium-term readiness depends on attracting top
quality people and retaining them after they have
developed technical and leadership skills. To do so, we
must offer not only challenging and rewarding work,
but also an appropriate quality of life, a term used to
encompass the entire package of compensation and
benefits, as well as the work and living environment for
military service personnel. Protecting quality of life is
not only the right thing to do for the men and women
who serve and sacrifice for their country, it is also criti-
cal to preserving medium-term readiness.

Last year, President Clinton approved an increase in
defense spending of $25 billion over six years largely
aimed at improving the quality of military life. This
includes a commitment to ensure that military per-
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sonnel receive the full pay raise authorized by law
through the end of the century. It is also directed at
extensive improvements in military quality of life
programs, including housing —akey concernto service
families. This past year, a distinguished panel, led by
former Army Secretary John Marsh, looked beyond
existing DoD efforts to identify quality of life problems
and suggest high-leverage, affordable solutions. The
panel concentrated on three major areas: housing, per-
sonnel tempo, and community and family services.
Action on the panel’s recommendations is being incor-
porated into the Department’s overall effort to preserve
quality of life.

Modernization — The Key to Long-Term
Readiness

To ensure military readiness in the long term requires
the Department to modernize the armed forces with new
systems and upgrades to existing systems to maintain
America’s technological advantage on the battlefield.
For the past five years, the Department has taken
advantage of the drawdown and slowed modernization
in order to fully fund those expenditures that guarantee
near-term readiness — spare parts, training, and mainte-
nance. As a result, the modernization account in FY
1997 will be the lowest it has been in many years, about
one-third of what it was in FY 1985. At the same time,
the average age of our military equipment has remained
fairly stable, because as the forces were drawn down, the
older equipment was weeded out. But now that the
drawdown is nearly over, the modernization reprieve
from aging is nearly over, too.

So, beginning in FY 1997, the Department is planning
a modernization ramp-up, which will be critical to the
readiness of the forces in the next century. By the year
2001, funding to procure equipment to modernize our
forces will increase to $60.1 billion in current dollars —
over 40 percent higher than what it is in the FY 1997
budget. This five-year plan will focus on building a
ready, flexible, and responsive force for a changing
security environment. The force will continue to
maintain our technological superiority on the battlefield
by seizing on the advances in information-age tech-
nology, such as advanced sensors, computers, and com-
munication systems. At the same time, the moderni-
zation program will focus on bread and butter needs,
such as airlift and sealift, and the everyday equipment
ground forces need in the field, such as tactical
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communications gear, trucks, and armored personnel
carriers.

This five-year modernization plan is based on three
assumptions. First, the defense budget topline will stop
its decline in FY 1997 and begin to rise again (as
proposed in the President’s five-year budget). Second,
the Department will achieve significant savings from
infrastructure reductions, most importantly from base
closings. The third assumption of our modernization
program is that the Department will achieve significant
savings by outsourcing many support activities and
overhauling the defense acquisition system.

Base Realignment and Closure (BRAC)

The Base Realignment and Closure process is directly
linked to modernization and long-term readiness. As
we downsize the military force, we must also reduce our
Cold War infrastructure. Our efforts to manage this
process have been aimed at saving money while ensur-
ing that troops have the training and equipment they
need to be ready in the future. While the Department has
made significant progress in base closings, many
BRAC recommendations have not yet been imple-
mented, and an imbalance between force structure and
infrastructure remains.

Until we fully execute the BRAC process, money will
be tied up in nonperforming real estate, draining funds
from our modernization efforts and other programs.
While base closing initially costs money — the FY
1996 budget included $4 billion allocated to base
closing costs — there will be significant savings in the
future. In the FY 1999 budget, the Department projects
$6 billion in savings from closing the bases, thus
allowing a $10 billion swing in savings. These and
future savings from base closing will be devoted to
modernization.

Completing the BRAC process quickly is not only key
to saving money, it also is the right thing to do for the
communities involved. The Department is helping
these communities find imaginative ways to put the
excess defense property to productive use as quickly as
possible. When base closure is done right, it can leave
communities better off, with a more diverse economy
and more jobs. The key is early community involve-
ment and planning. For example, when Louisiana’s
England Air Force Base was slated for closure, the
Alexandria Chamber of Commerce worked with the Air
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Force to develop a base reuse plan. Months before the
base did close, small business enterprises had already
signed leases, resulting today in hundreds of new jobs
for Alexandria.

Acquisition Reform and Privatization

Over the past two years, the Department has undertaken
the most revolutionary changes in its acquisition system
in 50 years, and is looking for ways to further reform the
system through privatization.

ACQUISITION REFORM

First, the Department totally reoriented the way it
specifies its requirements in the acquisition process.
The Department is now using performance specifica-
tions, which describe what is required instead of how to
achieve the requirement, or commercial standards,
wherever practical. This approach will permit the
Department to reap the benefits of having access to the
latest technologies and best manufacturing practices
available in the commercial industrial base.

The second major change in the defense acquisition
system began on October 1, 1995, when the new federal
acquisition streamlining regulations were published.
These regulations, in effect, will allow the Defense
Department to buy from the commercial marketplace
more often, and buy more like commercial firms do.

Defense acquisition reform is important not only
because it will help pay for the defense modernization
program, but also because of a phenomenon called
technology pull. This phrase describes the demand for
advanced technology to give the United States
battlefield superiority. Technology pull has its roots in
the U.S. military experience in Operation Desert Storm.
Before Operation Desert Storm, many U.S. military
commanders and outside experts were skeptical of
advanced technology applied to combat. For example,
they questioned the concept of the Reconnaissance
Strike Forces, developed in the 1970s and deployed in
the 1980s. This concept combined stealth aircraft,
precision-guided munitions, and advanced surveillance
technology to offset superior numbers of Soviet forces.
But there was great concern that such advanced
technology was too delicate, or that it would not work
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in the fog of war. But in Operation Desert Storm, the
same Reconnaissance Strike Forces crushed the Iraqi
military force with very low U.S. losses. Skeptics
became believers. Advanced technology proved itself,
and military commanders are finding myriad uses for it
— not just smart weapons, but also smart logistics,
smart intelligence, and smart communications. Mili-
tary commanders are revising their doctrine and tactics
to take advantage of this technology, and they want to
pull it faster into their war planning.

The key technology they want is information tech-
nology, and it is being developed at a breathtaking pace,
but not by the Defense Department. It is being devel-
oped by commercial computer and telecommunica-
tions companies, dual-use (defense-commercial) tech-
nology firms, and small high-tech businesses and
universities. The Department cannot pull this tech-
nology from these sources without acquisition reform,
because the current system limits access to these sources
either directly, by throwing up regulatory barriers, or
indirectly, by slowing the ability to purchase and
employ new generations of technology in a timely way.

PRIVATIZATION

The Department not only needs to do more business
with commercial industry, it also needs to act more like
commercial industry.

There are numerous examples of private sector com-
panies turning to outside suppliers for a wide variety of
specific, non-core goods and services. By focusing on
core competencies, they have reduced their costs by
lowering overhead and improved their performance.

Major opportunities exist for the Department to operate
more efficiently and effectively by turning over to the
private sector many non-core activities. For example,
private sector companies are already under contract to
perform some commercial activities on bases around
the world. This type of outsourcing can be expanded.

To implement this strategy, the Department has been
systematically examining opportunities for privatizing,
as well as reviewing both institutional and statutory
obstacles to its full utilization. Early in 1996, work
groups engaged in these efforts will provide reports on
how privatization can be better used to lower DoD costs
while enhancing its effectiveness.
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CONCLUSION

In the uncertainty that has followed the Cold War, the
United States has not only the opportunity, but also the
responsibility to help ensure a safer world for genera-
tions of Americans. President Clinton has said: “As the
world’s greatest power, we have an obligation to lead
and, at times when our interests and our values are
sufficiently at stake, to act.”

The Department of Defense is supporting American
leadership in this new era. As the Department com-
pletes the transition to a post-Cold War military force,

it has undertaken policies and programs to prevent
threats to our security from emerging and to maintain
well-trained, ready forces able to deter or respond
quickly to a range of potential threats and seize oppor-
tunities.

The world has changed dramatically over the past few
years, but one thing remains constant: a strong military
force, made up of the finest American men and women,
is the nation’s best insurance policy. Each element of
the defense program described in this report supports
this fundamental, indisputable fact.

w5, 2
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Part I Defending the Nation
U.S. DEFENSE STRATEGY

INTRODUCTION

Since the founding of the Republic, the U.S. govern-
ment has always sought to secure for the American
people a set of basic objectives:

®  The protection of their lives and personal safety,
both at home and abroad.

® The maintenance of the nation’s sovereignty,
political freedoms, and independence, with its
values, institutions, and territory intact.

®  Their material well-being and prosperity.

On the eve of the 21st century, the international environ-
ment is more complex and integrated than at any other
time in history. The number and diversity of nations,
organizations, and other actors vying for influence
continue to grow. At the same time, the global economy
is increasingly interdependent. Not only does this offer
the United States the promise of greater prosperity, it
also ties the security and well-being of Americans to
events beyond their borders more than ever before.
Today, incidents formerly considered peripheral to
American security — the spread of ethnic and religious
conflict, the breakdown of law and order, or the
disruption of trade in faraway regions — can pose real
threats to the United States. Likewise, new oppor-
tunities have arisen for the United States, in concert with
other like-minded nations, to advance its long-term
interests and promote stability in critical regions.

In order to shape the international security environment
in ways that protect and advance U.S. interests, the
United States must remain engaged and exert leadership
abroad. U.S. leadership can deter aggression, foster the
peaceful resolution of dangerous conflicts, underpin
stable foreign markets, encourage democracy, and
inspire others to create a safer world and to resolve
global problems. Without active U.S. leadership and
engagement abroad, threats to U.S. security will worsen
and opportunities will narrow. If the United States
chooses not to lead in the post-Cold War world, it will
become less able to secure the basic objectives outlined
above.

Threats to the interests of the United States, its allies,
and its friends can come from a variety of sources.
Prominent among these are:

®  Attempts by regional powers hostile to U.S.
interests to gain hegemony in their regions through
aggression or intimidation.



Part I Defending the Nation
U.S. DEFENSE STRATEGY

® Internal conflicts among ethnic, national, religious,
or tribal groups that threaten innocent lives, force
mass migration, and undermine stability and inter-
national order.

® Threats by potential adversaries to acquire or use
nuclear, chemical, or biological weapons and their
means of delivery.

®  Threats to democracy and reform in the former
Soviet Union, Central and Eastern Europe, and
elsewhere.

®  Subversion and lawlessness that undermine
friendly governments.

®  Terrorism.

® Threats to U.S. prosperity and economic growth.
®  Global environmental degradation.

® The illegal drug trade.

®  International crime.

Many of these threats are global in scale and cannot be
adequately addressed unilaterally, either by the United
States or any other single nation state. Thus, the United
States will need to secure the cooperation of a number
of groups, nations, and international organizations to
protect Americans from such threats.

THE NATIONAL SECURITY STRATEGY

The Administration’s National Security Strategy
acknowledges both the inescapable reality of inter-
dependence and the serious threats to U.S. interests
posed by actors beyond its borders. To protect and
advance U.S. interests, the American government must
be able to shape the international environment, influ-
encing the policies and actions of others. This mandates
that the United States remain engaged abroad,
particularly in regions where its most important
interests are at stake. At the same time, it is essential
that U.S. allies and friends share responsibility for
regional and global security. The United States and its
allies must work together to help build a more peaceful
and prosperous world. This means, among other things,
taking pragmatic steps to enlarge the world’s com-
munity of free-market democracies. As the President’s
National Security Strategy states, “The more that
democracy and political and economic liberalization

take hold in the world, particularly in countries of
geostrategic importance to us, the safer our nation is
likely to be and the more our people are likely to
prosper.”

The three principal components of the U.S. strategy of
engagement and enlargement are:

® Enhancing security. The United States must
maintain a strong defense capability and promote
cooperative security measures.

® Promoting prosperity. The United States will work
with other countries to create a more open and
equitable international trading system and spur
global economic growth.

®  Promoting democracy. The United States will work
to protect, consolidate, and enlarge the community
of free-market democracies around the globe.

These goals underscore that the only responsible
strategy for the United States is one of international
engagement. Isolationism in any form would reduce
U.S. security by undercutting the United States’ ability
to influence events abroad that can affect the well-being
of Americans. This does not mean that the United States
seeks the role of global policeman. But it does mean
that America must be ready and willing to protect its
interests, both now and in the future.

As the United States moves into the next century, being
militarily ready means that U.S. forces must be prepared
to conduct a broad range of military missions without
being spread too thin. This will require sustaining a
high level of training and morale and maintaining
modern, reliable equipment and facilities.

The Administration has also argued for balance between
defense and domestic priorities. While these priorities
may compete for resources in the short term, they are
wholly complementary in the longer term. The United
States cannot be prosperous if its major trade and
security partners are threatened by aggression or
intimidation; nor can it be secure if international
economic cooperation is breaking down, because the
health of the U.S. economy is interwoven with the
global economy. So prudence dictates that U.S. strategy
strike abalance — America’s overall budget must invest
in future prosperity and productivity while avoiding the
instabilities and risks that would accompany attempts to
withdraw from its security responsibilities in critical
regions.
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The forces and programs developed in the 1993
Bottom-Up Review and the Nuclear Posture Review, as
outlined in this document, will provide the capabilities
needed to support this ambitious strategy. U.S. forces
today are without question the best in the world. The
Administration’s defense program will keep them that
way.

REGIONAL SECURITY STRATEGIES

The security relationships established by the United
States and its allies and friends during the Cold War are
essential to advancing America’s post-Cold War
agenda. To meet the unique challenges of the post-Cold
War era, the United States seeks to further strengthen
and adapt these partnerships and to establish new
security relationships in support of U.S. interests.

In Europe, the end of the Cold War has brought new
opportunities and new challenges. Hand in hand with
its North Atlantic Treaty Organization (NATO) allies,
the United States has sought to promote a free and
undivided Europe that will work with the United States
to keep the peace and promote prosperity. In the new
security architecture of an integrated Europe, NATO is
the central pillar and is complemented by the European
Union and a strengthened Organization for Security and
Cooperation in Europe. NATO’s Partnership for Peace
(PFP), unveiled at the January 1994 NATO Summit, has
provided a means for expanding and intensifying
political and military cooperation throughout Europe.
NATO members and partners have participated in more
than a dozen PFP exercises and hundreds of other
training, planning, and consultation activities. PFP
serves as a pathway for nations to qualify for NATO
membership; for those partners that do not join NATO,
PFP will constitute a strong link to Europe’s preeminent
security organization and concrete proof that the
alliance is concerned about their security. Partnership
for Peace and gradual NATO enlargement bolster efforts
by Central and Eastern European nations and the New
Independent States to build democratic societies and
strengthen regional stability. Other efforts, including
U.S. military programs like the European Command’s
Joint Contact Team Program and Marshall Center,
similarly advance U.S. defense engagement with
Central and Eastern Europe and the New Independent
States.

The Secretary of Defense has made building coop-
erative defense and military ties with Russia, Ukraine,

and the other New Independent States one of the
Department of Defense’s highest priorities. Moving
away from the hostility of the Cold War and reducing its
lethal nuclear legacy will be neither instantaneous nor
easy. Steady, continued engagement that focuses on
mutual security interests will be the cornerstone in
building constructive relationships with the New
Independent States. Through the pursuit of a pragmatic
partnership, the United States will strive to manage
differences with Russia to ensure that shared security
interests and objectives take priority. A central
objective is to encourage Russia to play a constructive
role in the new European security architecture through
the development of NATO-Russia relations and through
Russia’s active participation in PFP.

The East Asian-Pacific region continues to grow in
importance to U.S. security and prosperity. This region
has experienced unprecedented economic growth —
growth that in 1994 increased U.S. trade in the region
to $435 billion and supported 2.8 million American
jobs. The security and stability provided by the pres-
ence of U.S. military forces in the East Asian-Pacific
area over the past 40 years created the conditions for
such tremendous economic growth. Security, open
markets, and democracy, the three strands of the
President’s National Security Strategy, are thoroughly
intertwined in this region.

Today, the United States retains its central role as a force
for stability in East Asia-Pacific, but it has begun to
share greater responsibility for regional security with its
friends and allies. The United States constructively
participates in and supports regional security dialogues.
It actively encourages efforts by East Asian-Pacific
nations to provide host-nation support for U.S. forces,
contribute to United Nations (UN) peace operations,
and participate in international assistance efforts
throughout the world. While these regional initiatives
are important, there is no substitute for a forward-
stationed U.S. military presence — essential to both
regional security and America’s global military posture
— or for U.S. leadership like that which brought
together the broad coalition that convinced North Korea
to relinquish its nuclear weapons program. The United
States will remain active in this vital region.

The United States has enduring interests in the Middle
East, especially pursuing a comprehensive Middle East
peace, assuring the security of Israel and U.S. principal
Arab partners, and maintaining the free flow of oil at
reasonable prices. The United States will continue to
work to extend the range of Middle East peace and
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stability. Integral to that effort is the Administration’s
strategy of dual containment of Iraq and Iran for as long
as those states pose a threat to U.S. interests, to other
states in the region, and to their own citizens. Main-
taining the United States’ long-standing military
presence in Southwest Asia is critical to protecting the
vital interests America shares with others in the region.

The United States will stay engaged in the security of
South Asia militarily as well as diplomatically and
economically. Defense relationships with India and
Pakistan can support broader U.S. interests and objec-
tives, including nuclear and missile nonproliferation
and global peacekeeping. The challenge the Depart-
ment faces is to develop defense relationships in ways
that reduce tensions in South Asia and protect U.S. vital
interests in the adjacent areas. U.S. bilateral relation-
ships with individual South Asian nations can advance
and flourish without diminishing or tilting U.S. ties to
other nations in the region.

The overarching U.S. objectives in the Western
Hemisphere are to sustain regional stability and to
increase regional cooperation. A more stable and
cooperative environment would help ensure that recent
strides in democracy, free markets, and sustainable
development can continue and that further progress can
be made by the nations of the region. As in other
regions, DoD is working to enhance the sharing of
responsibility for mutual security interests with its
friends and allies in the Western Hemisphere. Con-
tributions might include cost-sharing for U.S. deploy-
ments, the provision of non-U.S. forces to coalition
operations, support for international development and
democratization, and the contribution of personnel or
resources to UN peace operations.

Although, at present, the United States has no perm-
anent or significant military presence in Africa, the
United States does desire access to facilities and
strengthened relations with African nations through
initiatives that have been or might be especially
important in the event of contingencies or evacuations.
The United States has significant interests in Africa in
countering state-sponsored terrorism, narcotics traf-
ficking, and proliferation of conventional weapons,
fissile materials, and related technology. The United
States must continue to work with the continent’s
nations to help secure U.S. interests.

Africa also provides fertile ground for promoting
democracy, sustaining development, and resolving

conflict. The United States does not seek to resolve
Africa’s many conflicts but rather to empower African
states and organizations to do so themselves. It also
supports the democratization and economic growth that
are necessary for the long-term stability of the region.
The United States actively participates in efforts to
address the root causes of conflicts and disasters that
affect U.S. national interests before they erupt. Such
efforts include support for demobilization of oversized
militaries, demining, effective peace operations, and
strong indigenous conflict resolution facilities,
including those of the Organization of African Unity
and subregional organizations.

In all these regions, nations contribute to global and
regional security in a wide variety of ways; the notion
of responsibility sharing reflects the broad range of such
contributions. In addition to providing host-nation
support for U.S. forces, states can contribute to inter-
national security by maintaining capable military
forces, assigning those forces to coalition missions like
Operation Desert Storm, NATO’s Implementation
Force (IFOR) in Bosnia and Herzegovina, or to UN
peacekeeping operations, and providing political and
financial support for such shared objectives as inter-
national economic development or the dismantlement
of North Korea’s nuclear program. Since the end of the
Cold War, U.S. friends and allies have taken on
increased shares of the burden for international security,
providing, for example, over 245,000 troops to
Operation Desert Storm and $70 billion to the United
States and other coalition members to help defray their
expenses in the war. Yet room for more equitable and
cost-effective responsibility sharing remains. The
Department of Defense is committed to working with
Congress and with U.S. friends and allies toward this
goal.

U.S. MILITARY MISSIONS

As stated in the National Security Strategy, the Bottom-
Up Review, and the National Military Strategy, the
Department of Defense will field and sustain the
military capabilities needed to protect the United States
and advance its interests. The United States is the only
nation capable of unilaterally conducting effective,
large-scale military operations far beyond its borders.
There is and will continue to be a great need for U.S.
forces with such capabilities, not only to protect the
United States from direct threats but also to shape the
international environment in favorable ways, partic-
ularly in regions critical to U.S. interests, and to support
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multinational efforts to ameliorate human suffering and
bring peace to regions torn by ethnic, tribal, or religious
conflicts.

Supporting the National Security Strategy of Engage-
ment and Enlargement requires that the United States
maintain robust and versatile military forces that can
accomplish a wide variety of missions, as delineated in
the Bottom-Up Review:

®  U.S. forces must be able to offset the military power
of regional states with interests opposed to those of
the United States and its allies. To do this, the
United States must be able to credibly deter and, if
required, decisively defeat aggression, in concert
with regional allies, by projecting and sustaining
U.S. power in two nearly simultaneous major
regional conflicts (MRCs).

= U.S. forces must be forward deployed or stationed
in key overseas regions in peacetime to deter
aggression, demonstrate U.S. commitment to allies
and friends, underwrite regional stability, gain
familiarity with overseas operating environments,
promote joint and combined training among
friendly forces, and provide initial capabilities for
timely response to crises.

®  The United States must be prepared for a wide range
of contingency operations in support of U.S.
interests. These operations include, among others,
smaller-scale combat operations, multilateral peace
operations, noncombatant evacuations, and human-
itarian and disaster relief operations.

®  While the United States is redoubling its efforts to
prevent the proliferation of weapons of mass
destruction (WMD) and associated delivery
systems, it must at the same time improve its
military capabilities to deter and prevent the
effective use of these weapons, to defend against
them, and to fight more effectively in an environ-
ment in which such weapons are used.

Finally, to meet all these requirements successfully,
U.S. forces must be capable of responding quickly and
operating effectively. That is, they must be ready to
fight. This demands highly qualified and motivated
people; modern, well-maintained equipment; viable
joint doctrine; realistic training; strategic mobility; and
sufficient support and sustainment capabilities.

Deterring and Defeating Aggression

The focus of U.S. planning for major regional conflict
is based on the need to be able to project power and to
deter, defend against, and defeat aggression by
potentially hostile regional powers. Today, such states
are capable of fielding sizable military forces that can
cause serious imbalances in military power within
regions important to the United States, with allied or
friendly states often finding it difficult to match the
power of a potentially aggressive neighbor. Such
aggressive states may also possess WMD. Hence, to
deter aggression, to prevent coercion of allied or
friendly governments and, ultimately, to defeat
aggression should it occur, the United States must
prepare its forces to assist its friends and allies in
confronting this scale of threat.

U.S. planning for fighting and winning these MRCs
envisages an operational strategy that, in general,
unfolds as follows (recognizing that in practice some
portions of these phases may overlap):

®  Halt the invasion.

®  Build up U.S. and allied/coalition combat power in
the theater while reducing the enemy’s.

" Decisively defeat the enemy.
® Provide for post-war stability.

The United States will never know with certainty who
the next opponent will be, how that opponent will fight,
or how the conflict might unfold. Moreover, the con-
tributions of allies to the coalition’s overall capabilities
will vary from place to place and over time. Thus,
balanced U.S. forces are needed in order to provide a
wide range of complementary capabilities and to cope
with the unpredictable and unexpected.

U.S. military strategy calls for the capability, in concert
with regional allies, to fight and decisively win two
MRCs that occur nearly simultaneously. This is the
principal determinant of the size and composition of
U.S. conventional forces. A force with such capabilities
is required to avoid a situation in which an aggressor in
one region might be tempted to take advantage of a
perceived vulnerability when substantial numbers of
U.S. forces are committed elsewhere. More funda-
mentally, maintaining a two-MRC force helps ensure
that the United States will have sufficient military
capabilities to defend against a coalition of hostile
powers or a larger, more capable adversary than is
foreseen today.
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U.S. forces fighting alongside their regional allies are
capable of fighting and winning two nearly simul-
taneous MRCs today. With programmed enhancements
to U.S. mobility/prepositioning assets, as well as im-
provements to surveillance assets, accelerated acqui-
sition of more effective munitions, and other key
improvements, U.S. military forces will maintain and
improve upon this capability.

Stability Through Overseas Presence

The need to deploy or station U.S. military forces
abroad in peacetime is also an important factor in deter-
mining overall U.S. force structure. In an increasingly
interdependent world, U.S. forces must sustain credible
military presence in several critical regions in order to
shape the international security environment in
favorable ways. Toward this end, U.S. forces
permanently stationed and rotationally or periodically
deployed overseas serve a broad range of U.S. interests.
Specifically, these forces:

® Help to deter aggression, adventurism, and
coercion against U.S. allies, friends, and interests in
critical regions.

= Improve U.S. forces’ ability to respond quickly and
effectively in crises.

® Increase the likelithood that U.S. forces will have
access to the facilities they need in theater and
enroute.

®= Improve the ability of U.S. forces to operate
effectively with the forces of other nations.

®  Underwrite regional stability by dampening pres-
sures for competition among regional powers and
by encouraging the development of democratic
institutions and civilian control of the military.

Through foreign military interactions, including train-
ing programs, multinational exercises, military-to-
military contacts, and security assistance programs that
include judicious foreign military sales, the United
States can strengthen the self-defense capabilities of its
friends and allies. Through military-to-military con-
tacts and other exchanges, the United States can reduce
regional tensions, increase transparency, and improve
its bilateral and multilateral cooperation. (See Appen-
dix J, Military Assistance.)

By improving the defense capabilities of its friends and
demonstrating its commitment to defend common
interests, U.S. forces abroad enhance deterrence and
raise the odds that U.S. forces will find a relatively
favorable situation should a conflict arise. The
stabilizing presence of U.S. forces also helps to prevent
conflicts from escalating to the point where they
threaten greater U.S. interests at higher costs.

Contingency Operations

U.S. defense strategy also requires that military forces
be prepared for a wide range of contingency operations
in support of U.S. interests. Contingency operations are
military operations that go beyond the routine deploy-
ment or stationing of U.S. forces abroad but fall short of
large-scale theater warfare. Such operations range from
smaller-scale combat operations to peace operations
and.noncombatant evacuations. They are an important
component of U.S. strategy and, when undertaken
selectively and effectively, can protect and advance
U.S. interests.

The United States will always retain the capability to
intervene unilaterally when its interests are threatened.
The United States also will advance its interests and
fulfill its leadership responsibilities by providing
military forces to selected allied/coalition operations,
some of which may support UN Security Council
(UNSC) Resolutions (e.g., U.S. participation in
coalition sanctions enforcement and no-fly zone
enforcement in Southwest Asia). Further, the United
States will continue to participate directly in UN peace
operations when it serves U.S. interests. UN and
multinational peace operations can help prevent,
contain, and resolve conflicts that affect U.S. interests.
When it is appropriate to support a multinational peace
operation, participating U.S. forces benefit from the
authority and support of the international community
and from sharing costs and risks with other nations.

SMALLER-SCALE COMBAT OPERATIONS

The United States will maintain the capability to con-
duct smaller-scale combat operations unilaterally, or in
concert with others, when important U.S. interests are
at stake. These operations generally are undertaken to
provide for regional stability (e.g.. U.S. operations in
Grenada), promote democracy (e.g., U.S. operations in
Panama and Haiti), or otherwise respond to conflicts
that affect U.S. interests.
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PEACE OPERATIONS

Peace operations include peacekeeping and peace
enforcement. Peacekeeping involves deployment of
military and/or civilian personnel with the consent of all
major belligerent parties in order to preserve or maintain
the peace. Such operations are normally undertaken to
monitor and facilitate implementation of an existing
truce agreement and support diplomatic efforts to
achieve a lasting political settlement. Peace
enforcement is the application of military force, or the
threat of its use, to compel compliance with resolutions
or sanctions to maintain or restore international peace
and security, or address breaches of the peace or acts of
aggression. Such operations do not require the consent
of involved states or of other parties to the conflict.
These operations are authorized by the UNSC or a
regional organization. They may be conducted by the
United Nations, by a multinational coalition led by a
member state or alliance, or by a regional organization.

The United States has an interest in supporting UN
peace operations as a means of sharing the burdens of
protecting international peace and security. Of the
approximately 70,000 personnel serving in UN blue-
helmeted peace operations, about 5 percent are
American. Previously, the United States was assessed
30.4 percent of the annual cost of UN peace operations;
in FY 1996, the United States will be assessed only 25
percent of these costs. The price, in manpower and
money, to protect America’s interests around the world
would be much greater without the burdensharing of the
United Nations and its member states.

Members of the U.S. armed forces have been involved
in UN peacekeeping missions since 1948. At the end of
1995, 3,305 U.S. military personnel were participating
in UN blue-helmeted operations. During the year,
significant U.S. participation was limited to three of 17
missions — Croatia (UNCRO), the Former Yugoslav
Republic of Macedonia (UNPREDEP), and in Haiti
(UNMIH). (A small number of U.S. armed forces also
served as military observers or headquarters staff in
other UN peace operations.) The United States also
continues to support non-UN peace operations, such as
the Multinational Force and Observers in the Sinai and
the Military Observer Mission in the border region
between Peru and Ecuador.

Recent experiences in multilateral peace operations
demonstrate that the United Nations, regional
organizations, and member states have much to learn

about how to conduct these types of operations
effectively. First, the increasing size and complexity of
peace operations (including the significant differences
between peacekeeping and peace enforcement) and the
sheer number of operations currently underway
severely challenge the current capabilities of the inter-
national community to respond effectively. Second,
any large-scale peace operation likely to involve combat
should be conducted by a capable coalition or regional
organization. Recent experience also has demonstrated
the need to fully integrate — at the national and
international levels — political, military, economic, and
humanitarian actions in peace operations, ensuring that
military forces are adequately supported by nonmilitary
efforts. Finally, DoD and other relevant agencies have
also learned and applied important lessons about
planning a smooth transition from a coalition operation
to a UN-led peace operation.

With the certainty that U.S. and allied interests will
continue to be challenged by conflict, DoD has taken
steps to establish more capable institutions and proce-
dures to conduct peace operations. For example, the
Department is working with the United Nations to
improve its peacekeeping capabilities on issues ranging
from communications and information architecture to
contracted service and materiel support. The U.S.
military helped train the staffs of two UN peace
operations that began in 1995 — Haiti (UNMIH) and
Angola (UNAVEM III). In both cases, this contributed
significantly to the potential success of the missions.

In addition, U.S. forces continue to enhance their
capabilities for conducting these operations, especially
in the areas of doctrine development and training. The
Joint Staff has recently issued Joint Publication 3-07,
Joint Doctrine for Military Operations Other Than War
(MOOTW), providing guidance to all Services and
combatant commands on the conduct of peace opera-
tions and other types of MOOTW. The Army has pub-
lished Field Manual 100-23, a comprehensive manual
on peace operations, and the U.S. Army Infantry School
is completing a training support package that will guide
brigades and battalions in the conduct of peace enforce-
ment operations. The Marine Corps is completing the
MOOTW Supplements to its Small Wars Manual, and
the Air Force has drafted Air Force Doctrine Document
3, Military Operations Other Than War, which
addresses air and space power involvement in all types
of MOOTW. Finally, the Joint Task Force Com-
mander’s Handbook for Peace Operations and the Joint
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Electronic Library of Peace Operations reference
materials are also available.

As peace operations doctrine has emerged, training also
has focused more directly on peace operations. The
Chairman of the Joint Chiefs of Staff conducted a peace
operations wargame for potential Joint Task Force
commanders from the unified commands in June 1995.
U.S. forces conducted several peace operations
rotations at the Joint Readiness Training Center, pre-
paring units for service in Haiti and hosting a pioneering
exercise (Cooperative Nugget) with more than a dozen
other member nations of the Partnership for Peace
program. At the Combat Maneuver Training Center in
Germany, U.S. and Dutch forces have trained for
deployments to MOOTW environments. Many PFP
and in-the-spirit-of-PFP exercises focus on peace
operations-related training, from maritime embargoes
to contingent battalions controlled by multinational
headquarters. In Hawaii, the U.S. Pacific Command
conducted a peace operations seminar in June 1995 that
fostered dialogue between many Pacific rim nations.
Also, U.S. forces have conducted an array of significant
wargames and training, including multiphased exer-
cises on MOOTW for civilian and military leaders and
their staffs (such as the U.S. Marine Corps’ Emerald
Express).

Lessons learned from past operations, discussions with
other militaries, and information gained from joint
exercises and peace operations training have given U.S.
military forces a more detailed understanding of how
better to tailor training for the requirements of peace
operations.

OTHER KEY MISSIONS

U.S. military forces and assets will also be called upon
to perform a wide range of other important missions.
Some of these can be accomplished by conventional
forces fielded primarily for theater operations. Often,
however, these missions call for specialized units and
capabilities.

Humanitarian and Refugee Assistance. U.S. military
forces and assets are frequently called upon to meet
urgent humanitarian needs created by manmade or
natural disasters, including food shortages, migrant and
refugee problems, and the indiscriminate use of
landmines. Assisting countries with such needs, and
thereby promoting good will, is integral to the U.S.

strategy of engagement and enlargement. Humanitarian
assistance not only provides relief, but also helps
victims of violence and disaster return to the path of
recovery and sustainable development. These pro-
grams support the regional unified commanders in
chief’s peacetime engagement strategy of promoting
political and economic stability in their respective areas
of responsibility.

During FY 1995, 104 countries benefited from DoD
humanitarian assistance, and the United States
conducted several major humanitarian operations,
including:

®  Bosnia Relief. U.S. forces have flown over 6,600
humanitarian missions into Sarajevo and airdrops
over Bosnia and Herzegovina since July 1992, con-
tributing to the multinational effort by delivering
over 73,000 metric tons of humanitarian supplies.

®  Cuban and Haitian Migrants. Operations under-
taken by the U.S. armed forces facilitated refugee
and migrant processing, refugee camp construction,
and camp management in response to the Haitian
and Cuban migration emergencies. The migrant
camps in Guantanamo Bay, Cuba, closed in January
1996.

®  Northern Iraq Relief. During most of 1995, DoD
funded and managed a relief program for the
population of northern Iraq, including the provision
of food; basic construction materials for resettle-
ment of villages; and medical, winterization, and
agricultural supplies. On October 1, 1995, respon-
sibility for funding the program was transferred to
the U.S. Agency for International Development.

In support of the Federal Emergency Management
Agency, DoD has also helped provide assistance to
victims of domestic disasters. Disaster responses to the
Midwest floods, the Oklahoma City bombing, and
Hurricanes Marilyn and Opal have placed U.S. forces in
stricken areas to help provide support, infrastructure
repair, and restoration of critical services.

Combating Terrorism. To protect American citizens
and interests from the threat posed by terrorist groups,
the United States needs units available with specialized
counterterrorist capabilities. From time to time, the
United States might also find it necessary to strike
terrorists at their bases abroad or to attack assets valued
by the governments that support them.
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Countering terrorism effectively requires close day-to-
day coordination among Executive Branch agencies.
The Department of Defense will continue to cooperate
closely with the Department of State; the Department of
Justice, including the Federal Bureau of Investigation;
and the Central Intelligence Agency. Positive results
come from integrating intelligence, diplomatic, and
legal activities and through close cooperation with other
governments and international counterterrorist organi-
zations.

The United States has made concerted efforts to punish
and deter terrorists and those who support them. Such
actions by the United States send a firm message that
terrorist acts will be punished, thereby deterring future
threats.

Noncombatant Evacuation Operations. The United
States government’s responsibility for protecting the
lives and safety of Americans abroad extends beyond
dealing with the threat of terrorism. Situations such as
the outbreak of civil or international conflict and natural
or manmade disasters require that selected U.S. military
forces be trained and equipped to evacuate Americans.
For example, U.S. forces evacuated Americans from
Monrovia, Liberia, in August 1990, and from
Mogadishu, Somalia, in December 1990. In 1991, U.S.
forces evacuated nearly 20,000 Americans from the
Philippines in the weeks following the eruption of
Mount Pinatubo. In 1994, U.S. forces helped ensure the
safe evacuation of U.S. citizens from ethnic fighting in
Rwanda.

Counterdrug Operations. The Department of Defense,
in support of U.S. law enforcement agencies (LEAs),
the Department of State, and cooperating foreign
governments, continues to participate in combatting the
flow of illicit drugs into the United States. The
Department strives to achieve the objectives of the
National Drug Control Strategy through the effective
application of available resources consistent with U.S.
law.

The Department supports the counterdrug mission in
five key areas:

® Support to source nations. DoD provides training
and other operational support to source-nation
counterdrug units to enable them to interdict drug
operations, seize deliveries, and arrest traffickers.

® Dismantling cartels. DoD continues to enhance its
support for the Drug Enforcement Administration’s

strategy of dismantling the cocaine cartels and the
cocaine business.

®  Detection and monitoring the transport of illegal
drugs. DoD operates detection and monitoring
assets that cover the 2.5 million square mile source

and transit zone stretching from South America to
U.S. borders.

= Direct support to drug LEAs in the United States.
Active, Reserve, and Guard forces provide unique
support to domestic drug LEAs in 10 categories —
including transportation, maintenance, training,
and intelligence.

®  Demand reduction. The Department provides com-
munity awareness and community outreach pro-
grams, as well as internal drug testing, education
and training, and treatment programs.

Countering the Spread and Use of WMD

Beyond the five declared nuclear weapons states, at
least 20 other nations have acquired or are attempting to
acquirc WMD — nuclear, biological, or chemical
weapons — and the means to deliver them. In fact,
many of America’s most likely adversaries already
possess chemical or biological weapons, and some
appear determined to acquire nuclear weapons.
Weapons of mass destruction in the hands of a hostile
power threaten not only American lives and interests,
but also the United States’ ability to project power to
key regions of the world. The United States will retain
the capacity to retaliate against those who might con-
template the use of WMD, so that the costs of such use
will be seen as outweighing the gains.

Addressing the threat of WMD proliferation is no small
challenge. The United States has a balanced, multi-
tiered approach to counterproliferation, including
enhancing U.S. capabilities in the following areas:

® Deterrence. Continual assessments of the strategic
personality of countries with nuclear, biological, or
chemical weapons to better understand their
leaders’ intentions and what particular combination
of declaratory policy, force posture, and other
political, diplomatic, and military signals can best
dissuade them.

® Intelligence. Overall threat assessment and timely
intelligence and detection for combat operations
and management.
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®= Ballistic and cruise missile defense. Systems that
can intercept missiles with a high degree of con-
fidence and reliability, and prevent or limit contam-
ination should the incoming missile be carrying a
nuclear, biological, or chemical munition.

®  Passive defenses. Battlefield detection, decontam-
ination, and individual and collective protection
against chemical and biological warfare agents.

=  Counterforce. Capabilities to seize, disable, or
destroy WMD arsenals and their delivery means
prior to their use without unacceptable collateral
effects.

®  Effective power projection. Reassessment of U.S.
approaches to power projection to minimize the
vulnerability of U.S. forces to attacks by WMD.

" Defense against covert threats. Improved capa-
bilities to detect and disarm WMD that may be
brought covertly into the United States.

The United States also continues to face potential
nuclear threats from the New Independent States.
Russia maintains a large and modern arsenal of strategic
and non-strategic nuclear weapons. Even after the
Strategic Arms Reduction Treaty (START) I1 is ratified
and enters into force, Russia will retain a formidable
strategic nuclear arsenal of up to 3,500 deployed
warheads as well as several thousand non-strategic
nuclear weapons which are not subject to START II.
Moreover, strategic nuclear weapons from the former
Soviet Union still lie outside of Russia. Perhaps more
threatening is the risk that the materials, equipment, and
know-how needed to make nuclear weapons will leak
out of the New Independent States and into potentially
hostile nations.

The United States seeks Russia’s full implementation of
the START accords. The United States also will con-

10

tinue to press for the elimination of all nuclear weapons
and strategic offensive arms in Ukraine, Belarus, and
Kazakstan as pledged by the leaders of those countries
in accordance with START I and the Nuclear Non-
Proliferation Treaty. The United States will continue to:
provide assistance under the Nunn-Lugar program for
the destruction of WMD and removal of all nuclear
weapons from Ukraine and Belarus; ensure the safe and
secure storage of nuclear weapons and materials; and
help prevent the proliferation of WMD, their com-
ponents, related technology, and expertise within and
beyond national borders. These counterproliferation
goals require a strong relationship with Russia and all
the New Independent States.

U.S. nuclear forces remain an important deterrent. In
order to deter any hostile nuclear state and to convince
potential aggressors that seeking a nuclear advantage
would be futile, the United States will retain strategic
nuclear forces sufficient to hold at risk a broad range of
assets valued by potentially hostile political and mili-
tary leaders. This requirement is fully consistent with
meeting America’s current arms control obligations.

CONCLUSION

America’s defense strategy aims first and foremost to
protect the life, property, and way of life of its citizens.
Its success ultimately relies on a combination of the
nation’s superior military capabilities, its unique posi-
tion as the preferred security partner of important
regional states, and its determination to influence events
beyond its borders. By providing leadership and
shaping the international security arena, the United
States, along with its allies and friends, can promote the
continued spread of peace and prosperity. Only by
maintaining its military wherewithal to defend and
advance its interests and underwrite its commitments
can the United States retain its preeminent position in
the world.
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U.S. FORCES
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INTRODUCTION

The United States’ strategy of engagement and enlarge-
ment requires forces that are able, in concert with
regional allies, to fight and win two major regional
conflicts (MRCs) that occur nearly simultaneously.
This requirement, established in the Bottom-Up
Review, remains the most significant factor in
determining the overall size and structure of U.S.
general purpose forces. The Bottom-Up Review also
calls for forces capable of meeting a wide range of
challenges, including sustaining credible overseas
presence, remaining prepared to conduct contingency
operations, and maintaining strong nuclear deterrence
as well as deterring and preventing the effective use of
biological and chemical weapons. To meet these
challenges effectively, U.S. forces must be positioned
forward or ready to deploy rapidly to distant regions to
achieve their objectives quickly and decisively.

MAJOR REGIONAL CONFLICTS

During the Cold War, U.S. defense planning focused on
winning a large-scale war in Europe. With the changes
in the global security environment, the United States
today must plan for the more likely scenario of fighting
and winning regional conflicts on the scale of the 1991
Gulf War or a potential conflict in Korea. In contrast to
the Cold War, the timing and location of these regional
conflicts are uncertain, and the bulk of required U.S.
forces will not be in theater prior to the outbreak of
conflict. Even in areas of great U.S. interest and high
threat, where some equipment is prepositioned and
troops are forward deployed, most U.S. forces will
deploy from the United States. U.S. defense plans
therefore must ensure selected forces can quickly
project power from the United States into threatened
regions to secure U.S. interests and help allies defeat
hostile regional powers. Moreover, the sustainment of
U.S. power projection forces — in the absence of a
large, forward-stationed logistics structure — will
require the development and employment of new
logistics technologies.

Often in these MRCs, the United States will be fighting
as the leader of a coalition, with allies and friends
providing some support and combat forces. In fact,
DoD expects that regional allies will fight along with
U.S. forces, and that friends and allies from beyond the
crisis area will contribute forces to any MRC. However,
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U.S. forces must be sized and structured to preserve the
flexibility and the capability to act unilaterally if
necessary.

Detailed analyses of possible future MRCs suggest that
the following forces will be adequate, under most
conditions, to successfully fight and win a single MRC,
assuming that DoD continues to make critical pro-
grammed enhancements to strategic lift, equipment
prepositioning, and other force capabilities and their
supporting assets:

® 5 Army divisions.

® 10 Air Force fighter wing-equivalents.
®  Up to 100 bombers.

®  4-5 Navy aircraft carrier battle groups.
® -2 Marine Expeditionary Forces.

®  Special operations forces.

The United States could commit more forces than these
in the event of unlikely or unforeseen circumstances,
particularly if initial U.S. defensive efforts fail. The
need to hedge against such eventualities is taken into
account in designing the overall active and Reserve
force structure.

A wide range of analytical efforts undertaken by the
Department of Defense since the Bottom-Up Review
further examined the adequacy of the force structure
discussed above and refined its underlying analyses.
Among these efforts were several assessments per-
formed in the Office of the Secretary of Defense (OSD)
of U.S. military posture in Korea and Southwest Asia,
conferences among the Joint Chiefs of Staff and
combatant commanders, and the following:

= Mobility Requirements Study Bottom-Up Review
Update (MRS BURU). The MRS BURU re-
examined requirements for strategic sealift, pre-
positioning, and airlift in light of the forces and
defense strategy established in the Bottom-Up
Review.

®=  Nimble Dancer Exercises. The Chairman of the
Joint Chiefs of Staff sponsored a series of
wargames, called Nimble Dancer, that assessed the
capability of U.S. forces to fight and win two nearly
simultaneous MRCs postulated for 1997 and at the
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end of the Future Years Defense Program (FYDP)
period. Participants included representatives from
the Joint Staff, OSD, the Services, and all the
combatant commands.

" Intelligence Bottom-Up Review (IBUR). The DoD
Intelligence Community, along with members of
the military operational community, conducted a
study of its requirements. The IBUR assessed the
adequacy of intelligence capabilities to support
U.S. operations in two nearly simultaneous MRCs.

While these efforts recommended some adjustments to
the defense program, they all concluded that the force
structure and programs that constitute the Bottom-Up
Review-based defense program remain sufficient to
enable the United States, in concert with regional allies,
to fight and win two nearly simultaneous MRCs.
Hence, the Department will continue to implement that
program.

OVERSEAS PRESENCE

A second broad class of military operations that deter-
mine the overall size and shape of U.S. forces is
overseas presence. Although all Services contribute
substantially to a U.S. overseas presence posture, over-
seas presence needs impose requirements for naval
forces that exceed those needed for MRCs alone.
Therefore, programmed force levels for the Navy and
the Marine Corps were developed based on their roles
in overseas presence missions as well as their require-
ments for two MRCs.

The United States will continue to maintain a robust
overseas presence in several forms:

®  Permanently stationed ® Humanitarian
forces. demining.

®  Periodic and tempo- ®  Prepositioning of
rary deployments of military equipment
forces. and supplies.

= Combined exercises. ®  Nation assistance.

8 Port call and other .
force visits.

Foreign military
interactions.

®  Security assistance ™ Defense attaches.

offices.
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Stationing and deploying U.S. military forces overseas
in peacetime remain essential elements of the United
States’ National Security Strategy and National
Military Strategy. As noted above, the U.S. military’s
peacetime overseas presence is the single most visible
demonstration of America’s commitment to defend
U.S. and allied interests in key regions throughout the
world. The presence of U.S. forces helps shape the
international security environment by deterring
adventurism and coercion by potentially hostile states,
reassuring friends, enhancing regional stability, and
underwriting the larger strategy of engagement and
enlargement. It thus strengthens the U.S. role in the
affairs of key regions.

Maintaining a sufficient level of U.S. military forces in
Europe is essential to preserving U.S. influence and
leadership. The reassurance that a visible and capable
U.S. military presence provides both to America’s
traditional allies in Western Europe and to its new
Partners for Peace in the East aids in the development
of a stable and democratic post-Cold War Europe.
President Clinton underscored U.S. resolve to sustain
U.S. presence in Europe by pledging to maintain
approximately 100,000 troops stationed in Europe,
augmented by forward-deployed naval forces in
surrounding waters. In consultation with the Chairman
of the Joint Chiefs of Staff and Commander in Chief,
U.S. European Command, DoD determined that
109,000 troops are required at this time. This level of
presence is sufficient both to respond to plausible crises
and to provide tangible evidence of America’s commit-
ment to preserving regional stability. In addition, this
force level permits active participation in multinational
training while minimizing the likelihood of having to
deploy additional forces from the continental United
States (CONUS) in the early stages of an emerging
regional crisis. Such a force will also anchor both
NATO’s deterrent capability and the Alliance’s ability
to respond to out-of-area contingencies.

In the East Asian-Pacific region, the United States is in
an unparalleled position to be a stabilizing force in the
multipolar regional balance that has followed the Cold
War. Because the United States is a powerful but distant
state, its forward-deployed forces are viewed by
regional actors as a reassuring presence. Any signifi-
cant diminution of the U.S. military presence in the East
Asia-Pacific, absent a corresponding reduction in
potential threats there, would risk creating the
perception of a regional power vacuum. This, in turn,
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could touch off a regional arms race, threatening vital
U.S. economic, political, and security interests.

The United States is thus committed to maintaining its
current level of approximately 100,000 troops in Asia,
most of whom are forward-stationed in Japan and
Korea. These include an Army division consisting of
two brigades and a fighter wing-equivalent of U.S. Air
Force (USAF) combat aircraft on the Korean Peninsula;
and a Marine Expeditionary Force, an aircraft carrier
battle group, an amphibious squadron, and one and a
half fighter wing-equivalents of USAF combat aircraft
in Japan. This force visibly demonstrates the U.S.
commitment to the region, deters aggression by
potentially hostile states, and allows for rapid and
decisive U.S. action should deterrence fail.

In the Middle East and Southwest Asia, the U.S.
response to Iraq’s sudden deployment of Republican
Guard divisions close to Kuwait in October 1994
showed a substantially improved ability to project U.S.
military forces rapidly into the region and have them
ready to fight soon after their arrival. America’s quick
response was the result of several specific steps taken
since the end of Operation Desert Storm:

® Prepositioning a heavy brigade set of equipment in
Kuwait.

® Prepositioning a heavy brigade set afloat on ships
in the Indian and Pacific Oceans.

®  Deployment of land-based aircraft in the Gulf
region for Operation Southern Watch.

® Increased naval presence, including a carrier battle
group, an amphibious ready group with embarked
Marine Expeditionary Unit (special operations-
capable), and Tomahawk-capable surface com-
batants.

®  Combined exercises conducted with the militaries
of the Gulf Cooperation Council (GCC) countries
and other coalition partners.

These measures, combined with programs such as the
squadron of Maritime Prepositioning Ships located in
the Indian Ocean, gave U.S. forces the ability to respond
quickly to the Iraqi threat. The close military-to-
military relationships built up over many years with
each of the GCC states created the environment that
allowed host countries to accept the United States’ crisis
deployment promptly and support it effectively. DoD
will continue to build on this solid base of cooperation



Part I Defending the Nation
U.S. FORCES

by prepositioning equipment for a second heavy brigade
and a division base in Qatar (including a tank battalion
set of equipment by early 1996), maintaining the
number of land-based combat and support aircraft
deployed to the region, prepositioning additional stocks
of preferred munitions in-theater, stationing mine
countermeasures ships in the Persian Gulf, and further
enhancing its program of training and exercises with
U.S. security partners in the region.

U.S. interests in Latin America and the Caribbean are
extensive and varied, and a strong U.S. defense
capability is essential to the region’s security. For
example, the United States’ trade with Latin America is
growing faster than trade with any other region. The
U.S. Southern Command (USSOUTHCOM) and the
U.S. Atlantic Command (USACOM) provide crisis
reaction forces, serve as partners in cooperative regional
security, and symbolize the U.S. commitment to
regional security. Potential missions for U.S. forces in
the region include support to counterdrug operations,
counterterrorism, noncombatant evacuation operations,
peace operations, smaller-scale combat operations, and
disaster relief. U.S. forces also continue to exercise
with regional friends and allies, helping to build
cooperative security mechanisms and encouraging
Latin American militaries to support civilian control,
respect for human rights, and the rule of law.

The United States will continue to operate bases and
facilities in the Republic of Panama until the year 2000
and is fully committed to implementing the Panama
Canal Treaty. The two governments agreed to hold
exploratory talks to discuss possible stationing of some
U.S. forces in Panama beyond December 31, 1999.
USACOM operates a base at Guantanamo Bay, Cuba,
which has proven valuable in handling migrant flows
from Haiti and Cuba.

U.S. security and economic interests in Africa are not as
prominent as those in other regions, and the United
States has no bases in Africa. Yet in recent years, U.S.
forces have been called upon to serve in large-scale
peacekeeping and humanitarian missions in Somalia
and Rwanda and to evacuate U.S. citizens from Liberia.
With the continuing possibility of conflicts and human-
itarian disasters in Africa, it is important that the United
States helps African states, particularly the new South
Africa, develop more effective capabilities for conflict
resolution, peacekeeping, and humanitarian relief.
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CONTINGENCY OPERATIONS

The final set of operations for which DoD must shape
its non-nuclear forces involves a variety of contin-
gencies that are less demanding than MRCs but still
require significant combat forces and capabilities. Such
operations range from smaller-scale combat operations
and multilateral peace operations to counterterrorism
activities and humanitarian assistance operations.

In some cases, the United States will advance its
interests by providing military forces to selected
allied/coalition operations, some of which may support
UNSC Resolutions. Further, the United States will
continue to participate directly in UN peace operations
when it serves U.S. interests. However, the United
States will maintain the capability to act unilaterally
when important U.S. interests are at stake.

Over the past decade, the United States has conducted
an array of major contingency operations of the follow-
ing types: peace operations, disaster relief, human-
itarian assistance, noncombatant evacuation, maritime
escort, counterterrorism, reprisal attacks, deterrence of
aggression, intervention to support democracy, sanc-
tions enforcement, no-fly zone enforcement, migrant
rescue and support, search and rescue, and deployments
to quell domestic civil disturbances.

In 1995, such contingency operations included crisis
response in the Persian Gulf; humanitarian relief, peace
operations, and sanctions enforcement in and around
the former Republic of Yugoslavia; enforcement of the
no-fly zone over southern Iraq; humanitarian relief in
northern Iraq; migrant operations in the Western
Hemisphere; operations to restore democracy in Haiti;
and extraction of UN troops from Somalia.

The forces for these operations are provided largely by
the same general purpose and special operations forces
needed for MRCs and overseas presence, although
some specialized training and capabilities may be
required. This means that the United States will not be
able to conduct sizable contingency operations at the
same time it is fighting in two MRCs.

OVERALL FORCE SIZE AND
STRUCTURE OF GENERAL
PURPOSE FORCES

Based on the comprehensive assessment of U.S.
defense needs in the Bottom-Up Review, DoD has
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determined that the force structure shown below, which
will be reached by the end of the decade, can carry out
America’s strategy and meet its national security
requirements.

BUR-Based Plan
EndFY 1996 | End FY 1999

Army

Active Divisions 10 10

National Guard Divisions 842 5+b
Navy

Aircraft Carriers® 1171 11

Airwings (AC/RC)* 10/11 1071

Attack Submarines 80 45-55

Ships 359 346
Air Force

Active Fighter Wings 13 13

Reserve Fighter Wings 7 7

Bombers 201 178
Marine Corps :

Active Personnel End Strength 174,000 174,000

Reserve Personnel End Strength 42,000 42,000
2 In addition, 15 brigades have been designated as Enhanced Brigades.
b Current plans call for 42 Brigades, including 15 Enhanced Brigades.
¢ Dual entries in the table show data for active/reserve forces, except

for carriers, which depicts active/operational reserve carriers.

If a major regional conflict erupts, the United States will
deploy a substantial number of forces to the theater to
augment those already there in order to quickly defeat
the aggressor. If it is prudent to do so, limited U.S.
forces may remain engaged in a smaller-scale operation,
such as a peacekeeping operation, while the MRC is
ongoing; if not, U.S. forces will be withdrawn from
contingency operations in order to help constitute
sufficient forces to deter and, if necessary, fight and win
a second MRC. If a second MRC were to break out
shortly after the first, U.S. forces would deploy rapidly
to halt the invading force as quickly as possible.
Selected high-leverage and mobile intelligence, com-
mand and control, and air capabilities, as well as
amphibious forces, would be redeployed from the first
MRC to the second as circumstances permitted. After
winning both MRCs, U.S. forces would assume a more
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routine peacetime posture. As mentioned earlier, this
force structure is not intended to support simultaneous
U.S. involvement in two MRCs as well as sustained
active force involvement in sizable contingency opera-
tions.

SIZING U.S. NUCLEAR FORCES

Current and planned U.S. nuclear force structure under
START II is based upon recommendations made in the
Department’s Nuclear Posture Review, approved by the
President in September 1994. This force structure
reflects the reduced role nuclear weapons now play in
U.S. security strategy. However, the Russian parlia-
ment has not yet ratified START II, and it is uncertain
when it will do so. Thus, the United States is protecting,
at affordable cost, options to maintain U.S. strategic
capabilities under START I levels until Russia ratifies
START II and reductions are underway. In 2003, under
START II limits, U.S. strategic nuclear forces will be
comprised of the following forces:

® 14 Trident submarines, each carrying 24 Trident II
submarine-launched ballistic missiles.

® 3 wings of Minuteman III intercontinental range

ballistic missiles, each equipped with a single war-
head.

® 66 B-52 bombers capable of carrying air-launched
cruise missiles.

® 20 B-2 bombers capable of carrying gravity bombs.

CONCLUSION

In the post-Cold War era, the United States plays the
leading role in organizing coalitions of like-minded
states to defend and advance common interests, to
promote common values and norms, and thus, to create
a world in which Americans can be secure and prosper.
The force structure outlined above supports this strategy
of engagement and enlargement. Together, these first-
rate military forces underwrite security partnerships,
help shape the international environment by their
presence and activities, and deter and defeat aggression
in a variety of settings.
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INTRODUCTION

Today’s U.S. force structure is significantly smaller
than the force that was necessary during the Cold War.
The force structure outlined in Chapter 2 reflects the
results of a wide range of analytical efforts undertaken
by the Department of Defense that have further refined
the results of the Bottom-Up Review (BUR). To date,
follow-on analyses have upheld the basic tenets and
findings of the BUR, while guiding DoD in making
modest adjustments in plans and programs. U.S. forces
will continue to be capable of carrying out the Admin-
istration’s ambitious strategy of engagement and
enlargement, provided that DoD implements the critical
force enhancements recommended in the Bottom-Up
Review. These enhancements will improve the capa-
bilities, flexibility, and lethality of U.S. general purpose
forces. They are geared especially toward ensuring that
U.S. forces will be able to bring a large amount of
firepower to the conflict in its opening stages and
quickly halt the aggression. In most cases, if U.S. forces
can accomplish this critical objective promptly, it is far
more likely that objectives in later phases of the conflict
(including reducing the enemy’s war-making capabil-
ities, ejecting enemy forces from captured territory, and
decisively defeating them) can be achieved sooner and
at less cost and risk.

These enhancements fall into three broad categories:
" Improved effectiveness of early arriving forces.
®  Strategic mobility enhancements.

® Improved Army reserve component readiness.
IMPROVED EFFECTIVENESS OF EARLY
ARRIVING FORCES

Several enhancements will dramatically improve the
ability of U.S. forces to halt an enemy armored advance
and destroy critical fixed targets in the first phase of
conflict. A discussion of these enhancements follows.

Advanced Munitions and Sensors

Advanced munitions provide tremendous leverage to
military forces for halting an enemy in the initial stages
of attack. Enhancements in this area are discussed
below.
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The United States has greatly expanded the
precision delivery capability of U.S. combat
aircraft. Since Operation Desert Storm, the number
of fighter/attack aircraft that can deliver precision-
guided munitions against fixed, hardened targets
has virtually doubled and will remain roughly at
this level of capacity into the next century.

At the same time, the development and procure-
ment of the Joint Direct Attack Munition (JDAM)
and the Joint Standoff Weapon (JSOW) will give
virtually all U.S. aircraft the capability to deliver
highly accurate weapons in adverse weather and at
night, by relying on a combination of inertial
guidance and the Global Positioning System (GPS)
to guide the weapons to desired impact points.

The Air Force has also begun procurement of the
CBU-97B/Sensor Fuzed Weapon (SFW), the first
of the advanced antiarmor munitions. SFW is a
dispenser-delivered, wide-area, adverse-weather
munition that gives aircraft the capability to disable
or destroy multiple armored vehicles in a single
pass. The addition of an inertial guidance unit to the
SFW dispenser (the wind corrected munitions
dispenser) will allow these weapons to be delivered
accurately from medium and high altitudes. The
Navy is incorporating SFW as an antiarmor sub-
munition for JSOW that will be operational in 2002.

The Wide Area Mine (WAM), which is still in
development, will be highly effective in disabling
armored vehicles and will allow large areas to be
sown with smart mines that should be difficult to
neutralize. Based on the same design as SFW,
WAM can be deployed on either aircraft or missiles.
Limited stocks of the WAM should be available in
FY 1998.

The Army is improving its antiarmor capabilities as
well. The Longbow fire control radar system,
combined with the Longbow Hellfire missile, will
give the already effective Apache helicopter even
greater capability by adding a fire-and-forget
weapon system and improved target acquisition and
tracking, particularly in conditions involving
adverse weather and battlefield obscurants. The
Initial Operational Capability (IOC) is expected in
1997. In addition, the Army and the Marine Corps
will begin to field the Javelin man-portable anti
tank system in summer 1996. The Javelin
combines fire-and-forget technology with top-
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attack or direct-fire modes to provide a significant
increase in the antitank capability of infantry forces.

® The Army is also fielding the Brilliant Antiarmor
Technology (BAT) submunition, to be delivered by
long-range Army Tactical Missile System
(ATACMS) missiles. This potent, deep-strike
system will become operational in FY 2001 and
will be capable of effectively attacking a wide range
of vehicles, including heavily armored ones. An
extended-range ATACMS carrying upgraded ver-
sions of BAT will be operational in FY 2003. The
Army is also developing the Sense and Destroy
Armor (SADARM) submunition, which can be
fired by 155mm howitzers. It is scheduled to be
fielded in FY 1999.

® Planned improvements in U.S. standoff attack
capabilities continue. The baseline Operation
Desert Storm-proven Conventional Air-Launched
Cruise Missile (CALCM) is being improved with
increased accuracy, a better warhead, and reduced
cost. Two hundred excess air-launched cruise
missiles will be modified to CALCM, with delivery
expected in 1997. The accuracy and flexibility of
the Tomahawk Land Attack Missile (TLAM) — a
proven weapon employed most recently against
Bosnian-Serb targets — will be increased with the
development of TLAM Block IV (I0C expected in
2002). The Standoff Land Attack Missile (SLAM)
is being improved through a remanufacture pro-
gram to enhance its standoff range and penetration
capability. The JSOW will enhance the surviv-
ability, standoff, and range (relative to older
munitions) of selected U.S. attack platforms.
Similarly, the Enhanced Fiber Optic Guided
Missile (EFOG-M) antiarmor system, currently in
advanced technology development, will provide a
significantly improved precision antiarmor capa-
bility to forces deployed on the ground. The
EFOG-M will allow engagement and destruction of
targets at longer ranges with increased precision.
Finally, the Air Force and the Navy are jointly spon-
soring a new program, the Joint Air-to-Surface
Standoff Missile (JASSM), to develop a weapon
with enhanced standoff capabilities. These systems
should significantly increase platform survivability.

Taken together, these advanced munitions and sensors
will provide U.S. forces with more accurate firepower
to blunt an armored invasion in the opening phase of a
regional conflict.
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Battlefield Surveillance

Accurate and timely information on the location and
disposition of enemy forces is a prerequisite for
effective military operations. Hence, current planning
envisions the early deployment of reconnaissance and
command and control aircraft and ground-based assets
to enable U.S. forces to see the enemy and to pass
information quickly through all echelons. Advances in
areas ranging from satellite communication and
surveillance to digitization will ensure that U.S. forces
have a decisive advantage in tactical intelligence and
communications.

New sensors that provide adverse weather surveillance
of the battlefield at significantly increased depth of view
and with wide-area platforms that provide continuous
coverage are essential to U.S. forces’ capability to bring
force to bear effectively. Several such sensors and
platforms are undergoing final stages of development
testing and will be fielded in the next few years.

®  The Joint Surveillance Target Attack Radar System
(JSTARS) will enable U.S. forces to detect moving
vehicles deep in enemy territory and across a broad
swath. It will also permit forces to characterize
stationary targets with its spot mode. The first
operational JSTARS aircraft will be delivered in FY
1996, with the full fleet of 20 aircraft reaching the
field by 2003.

®  Unmanned aerial vehicles (UAVs) of several types
will be able to carry a variety of surveillance sensors

and provide long endurance reconnaissance over
the battlefield.

® The United States is also improving other airborne
reconnaissance capabilities, such as the Guardrail
Common Sensor, which provides real-time signals
intelligence and precise target emitter location
capabilities to multi-Service sensor platforms.

®  Numerous improvements to U.S. theater command,
control, and communications (C3) capabilities are
also underway. U.S. forces are now fielding a new,
open-ended defense information architecture that
will greatly enhance the timely flow of critical
intelligence information and command directions
throughout the theater. For example, the Common
Imagery Ground/Surface System (CIGSS) allows
deployed units to receive and exploit imagery from
a wide range of aerial reconnaissance assets. The
Joint Tactical Information Distribution System
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(JTIDS) provides rapid, secure, jam-resistant
communications and data for theater-wide joint
force operations. In addition, the Milstar com-
munications satellite constellation will ensure
secure global communications capability. The
migration towards common communication links
will provide fuzed, real-time information that can
be shared among joint components as well as allied
and coalition forces.

Long-Range Bomber Enhancements

Heavy bombers can play unique and important roles in
short-warning conflicts and bring massive firepower to
bear during the opening hours and days of conflict.
Programs are underway that will increase bomber
survivability, sustainability, and precision weapons
delivery capability. Once in place, these enhancements
will enable the U.S. bomber force of B-1, B-2, and
B-52Hs to attack a full range of enemy targets. When
armed with the air-delivered advanced munitions
previously discussed, the bomber force will be able to
quickly and effectively destroy high-value targets, cut
lines of communication in rear areas, and disrupt and
destroy advancing enemy ground forces.

Enhanced Carrier-Based Airpower

The Navy is examining a number of innovative ways to
improve the firepower aboard its aircraft carriers. First,
the Navy will acquire stocks of new smart antiarmor
weapons for delivery by attack aircraft. The Navy also
will fly additional F/A-18s and crew members to
forward-deployed aircraft carriers responding to crises.
These additional aircraft and crews would increase the
striking power of the carriers during the critical early
stages of a conflict.

STRATEGIC MOBILITY ENHANCEMENTS

Anessential element to being able to prevail ineven one
major regional conflict (MRC), much less two, is
strategic lift capability. U.S. lift assets are the founda-
tion of the force’s capability to project combat power
around the globe. The first priority in the opening phase
of a war would be to get U.S. forces to the fight in a
timely manner. In many scenarios, U.S. forces would
have no more than two weeks or so to get to the fight if
they are to support an effective defense. This places a
high premium on forces that are stationed or
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periodically deployed forward, forces whose main
equipment items can be prepositioned in or near a
theater of potential conflict, and forces that can deploy
from their home bases very rapidly and deliver effective
combat power.

Lift assets are also used in nearly every humanitarian
and peace operation undertaken by U.S. forces. These
unique lift capabilities will continue to make U.S.
participation in many multilateral operations a key to
their success. DoD is making substantial enhancements
to U.S. strategic mobility — most of which were first
identified in the 1992 Mobility Requirements Study.
These steps will better posture selected forces for early
deployment to potential conflicts.

Strategic Airlift

DoD has programmed sufficient funds to ensure that its
military airlift fleet remains capable of deploying and
supporting forces as required. The Department plans to
continue increasing U.S. strategic airlift capability,
replacing its aging C-141 fleet with C-17s. Initially,
only 40 C-17 aircraft were ordered, with further orders
pending the correction of some of the program’s major
problems. Because these problems were corrected and
DoD analyses indicate the C-17 best meets U.S. airlift
needs, the Defense Acquisition Board in November
1995 approved the purchase of 80 additional C-17
aircraft, bringing the total buy of C-17s to 120 aircraft.

Strategic Sealift

DoD also is expanding and modernizing its sealift assets
by acquiring 19 additional large, medium-speed,
roll-on/roll-off (LMSR) ships and increasing the Ready
Reserve Force to 36 roll-on/roll-off ships. The addi-
tional LMSRs will almost double surge sealift capacity
for transporting forces and equipment from the United
States to distant theaters and support the Army’s afloat
prepositioning program. Finally, DoD plans to fund
various measures that together will improve the flow of
personnel, equipment, and supplies from their locations
in the United States to the ports from which they will
embark. Some of these improvements include expand-
ing rail and airheads at contingency force installations,
constructing a containerized ammunition facility on the
West Coast, and purchasing and prepositioning over
1,000 railcars for heavy/oversized cargoes.
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Prepositioning

Prepositioning heavy combat equipment and supplies
ashore and afloat can greatly reduce both the time
required to deploy forces to distant regions and the num-
ber of airlift sorties devoted to moving such supplies.
In October 1994, when Iraqi Republican Guard and
other units moved toward Kuwait, U.S. prepositioned
heavy brigade sets of equipment in Kuwait and afloat
allowed U.S. forces to arrive quickly to contribute to the
defense of Kuwait. Before these prepositioning efforts,
only about a third of the U.S. ground forces that
deployed or were scheduled to deploy in October 1994
would have been on station within the same time frame.

Currently, three Marine maritime prepositioning ship
squadrons — 13 ships in all — provide equipment to
support the flexible employment of Marine Expedi-
tionary Forces. These assets are strategically deployed
in the Mediterranean Sea, Indian Ocean, and Pacific
Ocean, with the ability to relocate to other regions as
needed. Funding for an additional prepositioning ship,
begun in FY 1995, will further enhance flexible
maritime capabilities.

The U.S. Army has established an armored brigade set
of equipment afloat which is available to be sent to
either Southwest Asia or Northeast Asia. Additionally,
the Army added two container ships in FY 1995 that
carry 30 days of supply for early deploying units of the
entire contingency corps. The Army has also prepo-
sitioned one brigade equipment set ashore in Kuwait
and is beginning to establish a second heavy brigade and
a division base in Qatar (including a tank battalion set
of equipment by early 1996) and a brigade set in South
Korea. Efforts continue to create an additional brigade
set of prepositioned equipment in Southwest Asia and
expand Air Force stocks of preferred munitions in-
theater. Additionally, the Air Force is modernizing
three ammunition ships in a phased restructuring so that
they will contain significant quantities of ammunition
needed early in a conflict.

Although not a critical force enhancement, the UN Law
of the Sea (LOS) Convention ensures navigation and
overflight rights that are essential to the mobility of U.S.
forces. DoD strongly supports the United States
becoming a party to the LOS Convention, which has
been forwarded to the Senate for advice and consent.
Further details are at Appendix H.



Part I Defending the Nation
CRITICAL FORCE ENHANCEMENTS

IMPROVED ARMY RESERVE
COMPONENT READINESS

The Department of Defense has undertaken several
initiatives to improve the readiness and flexibility of
Army National Guard (ARNG) combat units and U.S.
Army Reserve (USAR) forces in order to make them
more readily available for MRCs and other operations.
Toward this end, 15 ARNG brigades have been desig-
nated as enhanced brigades. Within the overall Army
reserve component force structure, readiness initiatives
will focus on these 15 enhanced brigades and early
deploying combat support and combat service support
units. Inthe ARNG, these 15 enhanced brigades will be
resourced sufficiently with personnel and equipment to
be ready to begin deploying approximately 90 days after
each brigade’s respective mobilization. For MRCs, the
ARNG enhanced brigades provide additional capability
to deal with uncertainty and risk. They can increase
Army combat power that can be made availabie by
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reinforcing or augmenting deployed active divisions
and corps. The USAR has implemented a tiered
resourcing program to concentrate readiness initiatives
on maintaining a high level of readiness in its early
deploying contingency units.

CONCLUSION

These enhancements will substantially increase the
capabilities of U.S. forces to conduct military opera-
tions in the post-Cold War era. To a large extent, the
ability of the United States, in concert with regional
allies, to fight and win two nearly simultaneous MRCs
in the future depends on the enhancements described
above. DoD will continue to ensure that funding for
these enhancements receives priority in budgetary
deliberations.






Part II Pursuing Defense Initiatives
READINESS

Chapter 4

23

KEEPING U.S. FORCES READY

The number one priority of the Department of Defense
is maintaining the readiness and sustainability of U.S.
forces. The United States must have highly capable
forces that are prepared to rapidly respond to the diverse
demands of a post-Cold War world. Managing this goal
is one of the Department’s most aggressive and ambi-
tious undertakings. A fundamental challenge rests in
understanding what readiness really means in terms of
national policy goals and what the Department is doing
to assess, measure, correct, and project the readiness of
U.S. forces today, tomorrow, and in the future.

The U.S. National Military Strategy outlines a broad
spectrum of commitments, specifically that U.S. forces
must be prepared to fight and win the nation’s wars,
deter aggression and prevent conflict, and conduct
peacetime engagements.

U.S. forces are ready to meet these missions. To
maintain the readiness of the force, the Department has
encountered these challenges: develop and retain high
quality people, ensure adequate readiness funding, and
develop and manage a system of measuring and assess-
ing readiness.

The first challenge to keeping a ready force is recruiting
and retaining high quality people. This is becoming
increasingly difficult, given the attractiveness of
nonmilitary careers in an improving economy, the
demanding pace of military operations, and the reduced
pool of candidates for military service.

The second challenge is to make sure the Department
has the right resources allocated to the right purposes in
support of readiness. Even with a solid foundation of
readiness funds in the DoD budget, the costs of unbud-
geted contingency operations can reduce resources
available to carry out training, maintenance, and other
readiness-related activities.

Even with the emphasis on quality of life and ample
funding to support readiness, the third challenge is to
closely monitor and track budgets and plans as they are
executed, to make timely corrections if problems arise,
and to make thorough program decisions to ensure
readiness in the future. The Department must watch
with great vigilance over its force and continue to refine
its ability to monitor readiness to ensure that it has both
a clear, up-to-the-minute picture of the health of the
force and the ability to project future readiness.
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The Department of Defense is responding to each of
these challenges through a series of management initia-
tives. Moreover, DoD is keenly aware of tomorrow’s
challenges and is taking the necessary budgetary and
policy steps to ensure that tomorrow’s joint, modern-
ized force is ready to fight.

READINESS AGENDA

Maintaining readiness is an essential component in
virtually all of the Department’s activities. In general
terms, readiness is the overall ability of forces to arrive
on time where needed and prepared to effectively carry
out assigned missions. The ability of units to be ready
on time to carry out their missions, in turn, is a function
of having the equipment, supplies, logistics, intelli-
gence, and experienced people with the skills to accom-
plish assigned tasks.

This overarching concept of readiness is easily under-
stood. However, upon closer examination, one finds
that readiness is composed of diverse elements of
organization, resources, people, professional education,
and leadership. It includes the ability to train, maintain,
and sustain these elements in a synergistic force
prepared to meet mission-oriented goals. All these
elements must be balanced throughout the defense
program to ensure that the Department has highly
capable forces that are prepared to execute the National
Military Strategy.

The concepts, understanding, and management of
readiness differ from small unit to joint task force.
Readiness involves a complex range of elements that,
when viewed in aggregate, depict the force’s capability
to operate in a post-Cold War environment of instability
and new security challenges. Each Service is respon-
sible for organizing, equipping, training, and providing
materiel support, the principal ingredients in the
readiness of the forces provided to the warfighting
commanders in chief (CINCs). The Department of
Defense provides the resources and assigns tasks from
the National Military Strategy to the Services.

DoD must be able to manage readiness: understand,
measure, assess, and project on a variety of levels.
Successfully accomplishing these readiness manage-
ment functions involves a complex set of interactive
tasks that, in many cases, break new ground for the
Department. The key is to identify those policy, budget,
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and operational levers that are integral to force readiness
and can be used to ensure current and future readiness.
In this context, the Department has undertaken a broad
range of initiatives — policies, budget actions, organi-
zational structures which, taken in sum, represent a
determined agenda — to assess and actively manage the
readiness of U.S. armed forces from a DoD-wide
perspective.

Readiness and sustainability remain the highest
resource priorities of the Department and constitute the
two most essential components of near-term military
preparedness. The Department is committed to
ensuring U.S. forces are ready to camry out their
missions.  During the past year, the Department
examined the core elements of readiness and how they
are assessed, reported, and funded to ensure the United
States has forces ready to fight now and in the future.
This section depicts the concepts, initiatives, and
evolving programs the Department has developed to
achieve its goals.

NATIONAL SECURITY STRATEGY
AND READINESS

U.S. forces are organized and trained to support the
National Security Strategy. Ready forces are vital to
maintaining America’s leadership in world affairs. U.S.
forces must be manned, equipped, and trained to deal
with diverse and challenging threats to U.S. national
security. They must be prepared for, and on occasion
must engage in, operations that support the full
spectrum of national interests:

®  Fight and win the nation’s wars — the foremost
responsibility that governs all U.S. military
activities and stands as the ultimate guarantor of
U.S. vital national interests. This commitment is
manifested in the ability of U.S. forces to decisively
fight and win two nearly simultaneous major
regional conflicts (MRCs).

®  Deteraggression and prevent conflict —deploy and
support combat forces, ranging from strategic
nuclear deterrence to overseas presence missions
where the costs and risks of engagement are
commensurate with the U.S. interests at stake, most
importantly to convince potential adversaries that
their objectives will be denied and that their
aggression will be decisively defeated.
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®  Peacetime engagements — participate in activities
to enhance regional stability, alleviate human
suffering, improve coalition military capabilities,
and promote democratic ideals.

Forces assigned for these demand functions must meet
standards in terms of the:

® Time it takes to mobilize, deploy to a theater of
operations, and engage.

= Military missions these forces must execute once
engaged.

= Length of time these forces should remain engaged.

= Time to disengage, refit, and redeploy to meet
priority missions.

Having forces that are ready to fight requires an
appropriate force structure, modernized equipment,
maintenance and logistics support, and the requisite
trained and motivated personnel. A deficiency in any of
these elements can hurt readiness, inhibiting the timing
of deploying forces, and thereby resulting in a readiness
gap. In managing readiness, the Department strives to
maintain a delicate balance of all these crucial elements
to ensure that forces arrive on time and fully capable to
meet mission demands.

U.S. FORCES ARE READY

To achieve its number one resource priority, DoD has
focused on the lessons learned from hollow force
periods of the 1970s and early 1980s and has taken
deliberate steps to prevent a recurrence. Previous
incidences of force hollowness reflected a force that
was, on average, less educated, not as well-trained,
more poorly equipped, less sustained, and less
strategically mobile. In contrast, today’s forces are the
best ever fielded. U.S. military forces are
well-educated, receive quality training, and utilize
technologically superior equipment. Recruiting high
quality people is the key to this progress. The quality
and capability of today’s force clearly show that DoD
has implemented lessons learned from previous periods
of hollowness. The high readiness of the force
continues with the nearly completed and carefully
managed post-Cold War drawdown.
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READINESS PERSPECTIVE IN A
POST-COLD WAR ENVIRONMENT

Defining the Readiness Model

In recent years, the United States has committed its
forces to contingency operations that posed significant
challenges to keeping readiness in balance. Forces have
been committed to operations in Somalia, Bosnia and
Herzegovina, Korea, Rwanda, Southwest Asia, Haiti,
Cuba, Peru, Ecuador, and the United States in a wide
array of missions ranging from deterrence to natural
disaster relief. At the same time U.S. forces have been
engaged in support of the full spectrum of national
interests, the United States sustains its readiness to
counter major regional threats.

Keeping forces ready in peacetime to protect U.S.
interests requires a delicate balance. When not involved
in conflict, U.S. forces are in three basic postures: those
forces that are forward deployed or stand day-to-day
alert, those forces engaged in contingency operations
(protecting vital U.S. interests, promoting important
interests, and providing humanitarian assistance), and
those training for conflict. The key to maintaining
balance is to ensure that contingency operations are
carried out effectively, but without placing undue
burdens on training for war.

Such a readiness balance requires forces actually
engaged in operations to be in a high state of readiness
to carry out their assigned missions. The readiness of
forces in training, by contrast, will vary considerably.
Some units will be currently deployed or must be ready
to deploy at a moment’s notice. These are first-to-fight
forces that would initially respond to a crisis. Some
units are less ready. They may, for example, be
recovering from overseas deployments, transitioning to
new equipment, later deploying units, or in the case of
many Reserve component units, between training
cycles. Managing this balance involves keeping a close
eye on deployed and nondeployed units to ensure they
possess the appropriate resources and are ready to meet
their assigned mission tasks in terms of capability and
time requirements.

Joint Readiness Perspective

As military forces shrink in size and the missions they
perform are becoming more diverse, the Department
must place a premium on forces being able to conduct
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joint operations. Today’s and tomorrow’s forces will
fight jointly; this requires a new level of cooperation.
In addition to the traditional readiness requirement of
keeping individual units able to fully perform their
individual functions, now these units must be inte-
grated, across Service lines, into an effective joint force.

A chief initiative is the CINCs’ specifying their
missions as joint mission essential task lists (JMETLs),
complete with conditions under which the tasks must be
performed and the standards they expect the units or
staffs to meet. This project does not change the
missions that the CINCs are expected to perform.
Rather it specifies the tasks in sufficient level of detail
to allow staffs and units to train and fully develop the
necessary level of both unit and joint readiness. This
ongoing process focuses on train-like-you-fight
activities and will serve to revolutionize joint training
and exercises. It will eventually provide a basis to
measure readiness in terms of output (ready to
accomplish the specified mission) rather than today’s
input-oriented (ready to perform as intended by the unit
design) processes.

Simulation Training

The readiness of U.S. forces is directly related to the
quality of their training. While the phrase train-as-you-
fight has become a well worn cliche in some circles, the
ability to provide realistic joint training across all
phases of military operations for all types of missions
remains a formidable challenge. While the Services
have made great strides in developing simulation
technology that supports individual and unit training,
substantially more progress is needed in providing a
capability to support interservice and joint task force
training. Recognizing this urgent need, the Office of the
Secretary of Defense (OSD), the Joint Staff, and the
Services are coordinating their efforts to create a
coherent integrated plan for the use of modeling and
simulation in support of joint and interservice training.

The Deputy Under Secretary of Defense for Readiness
and the Joint Staff Director for Operational Plans and
Interoperability, in collaboration with the Director,
Defense Research and Engineering and the Services,
have established a Training Council for Modeling and
Simulation. The primary objective of this council is to
develop and implement joint/interservice training
simulation plans that represent the needs and interests
of the training community. The significance of this
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effort is threefold. It will: (1) provide a central focus
for coordinating simulation training plans across DoD,
(2) provide high-level user requirements to guide DoD
research and development efforts, and (3) greatly
increase the cost-effectiveness of DoD investments by
eliminating unnecessary duplication while improving
the Services’ ability to share common resources.

A major focus of the new Training Council is the Joint
Simulation System (JSIMS) program. The JSIMS
program represents a quantum leap over existing
training technology. It will encompass the full range of
missions across all phases of military operations. It will
share a common architecture with other training
simulations as well as analytical and acquisition related
models. Finally, it will interface with actual command,
control, communications, computers, and intelligence
(C*1) equipment in the field. DoD has established a
Joint Program Office for management of the JSIMS
program and is in the process of providing staffing from
each of the Services. A new program element has been
established for the core JSIMS developments, and
efforts are underway to coordinate related Service
activities.

The Department has made a priority of exploiting
enhanced modeling and simulation through distributive
technology. The Department’s policy for joint readi-
ness includes proactive application of simulation tech-
nologies in the areas of joint training, exercises, and
readiness monitoring. The DoD Modeling and
Simulation Master Plan will be amended with a
definitive description of the requirements, plans, and
programs to support joint and interservice training. In
addition, DoD is pursuing development of better
modeling methods to improve U.S. capability to predict
the interaction of forces and reduce the fog and friction
of war. The net result of this coordinated effort by the
Services, Joint Staff, and OSD will be increased
efficiency and interoperability, as well as improved cost
efficiency, through more efficient utilization of the
simulation technology.

READINESS CHALLENGES

In today’s dynamic political, fiscal, and operating
environments, achieving and maintaining DoD readi-
ness goals are challenging. Some believe that in the
wake of the collapse of the Soviet empire, the United
States should rapidly draw down its forces, dramatically
lower its defense spending, and reduce its commitments
abroad. In the past, precipitous force drawdowns led to
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a hollow force structure. Indeed, drawdowns have
characteristics that inherently degrade readiness (e.g.,
reorganization, personnel turbulence, uncertainty, etc.)
during the transition. Maintaining readiness is central
to successfully managing the drawdown.

Challenges to maintaining readiness rest primarily with
six variables: personnel, equipment, training, logistics,
professional development, and the financial resources
to support these elements. A deficit in any one will
degrade readiness. It takes resources and time to
develop and sustain ready forces. Readiness is
cumulative; it takes 20 years to develop senior level
individual military leaders, 7-11 years to develop and
field technologically superior equipment, and 1-2 years
to develop a sustainment program to provide trained and
ready units. A decline in resources or adequately
educated and trained people will lengthen the amount of
time it takes to rebuild readiness. Through its efforts to
ensure a highly capable force, DoD has encountered
these challenges to readiness: people, readiness
funding, and staying on top of readiness. The following
discussion characterizes these challenges and describes
how the Department is addressing these issues.

CHALLENGE — QUALITY PERSONNEL

Attracting/Retaining Quality People

The first challenge to keeping a ready force is attracting
and keeping high quality people. This is becoming
increasingly difficult, given the attractiveness of non-
military careers in an improving economy and
demanding pace of military operations. Today, the
all-volunteer force includes some of the most skilled
men and women ever to wear the uniform. High quality
people are the foundation of today’s high quality force.
The challenge to readiness is to keep it that way. A
weapon system will be only as effective as the people
who operate and maintain it. Recruiting and retaining
quality people significantly affect readiness. The
Department 1s meeting its recruiting goals, including
quality goals, and currently enjoys high retention rates
among service members. The Department has taken
several steps to improve quality of life so that the
Services can continue these positive trends.

Quality of life programs support readiness in three
ways. First, quality of life helps the Department recruit
good people by offering attractive incentives for
education, health care, career advancement, and

27

retirement, among others. Second, quality of life pro-
grams provide assurance to service members that their
families will be taken care of during deployments — an
important consideration with a more mature and family
oriented all-volunteer force. Third, they help to retain
the best people — well-trained people who are com-
petent in their skills and who have high morale. The
Secretary of Defense’s initiative to add $2.7 billion over
six years (FY 1996-2001) recognizes the importance of
the quality of life of service members and its relation to
the readiness of the force. The $2.7 billion for these
initiatives will improve compensation, living accom-
modations, and family and community support.

Managing Time Away From Home:
Personnel Tempo

Since the end of the Cold War, the increased pace of
military operations means military people are, on
average, away from home more often. Although much
of the satisfaction that comes from military service is
the opportunity for individuals to do what they have
been trained for — to apply what they have learned by
engaging in worthy missions that support American
values and interests — extensive deployments increase
the time service members are away from their families
and communities. This cannot help but impact the way
military members and their families feel about serving
their country. To maintain a reasonable balance, the
Department is pursuing several initiatives, including:

® Maintaining a sufficient force structure. Force
structure adequacy is not only tied to meeting
operational requirements, but also relates to
composition of the force. With a smaller force
structure, the Services are carefully managing
military occupational specialties, especially in low
density critical areas, to ensure that requirements
are met so that units have proper manning levels to
meet mission tasks.

® Managing deployments creatively. While all
Services have experienced high deployment rates
since the Gulf War, the percentages of Army and Air
Force personnel deployed have more than doubled.
Traditionally, the Navy and the Marine Corps have
had high percentages of their people deployed, and
this remains true today. The burden of deploy-
ments, however, has not always been spread evenly
within each Service. As a result, the Department is
exploring options to include prioritizing com-
mitments and rotating units on deployments — to
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spread the burden of high deployment rates both in
quantity and duration.

® Increased use of Guard and Reserve forces in
operational missions. The National Military
Strategy relies heavily on the Reserve components.
In the past, the traditional view saw Reserve
components as forces that train in peacetime in
order to mobilize for conflict when needed. Today’s
military Reserve units train continuously in
preparation for potential deployment at any time in
response to a wide array of post-Cold War
contingencies. In addition to major scenario
requirements, Reserve component capabilities have
repeatedly assisted the downsized active com-
ponent to respond efficiently to other lesser
conflicts, extended global peace operations, and
other commitments to relieve day-to-day active
component operational and personnel tempo
(PERSTEMPO). Examples of Guard and Reserve
operational contributions include use of the
Reserve airlift and air refueling fleet, Special
Operations Forces employed in Haiti, and the
composite active, Guard, and Reserve Multi-
national Force and Observer battalion deployed in
the Sinat in early 1995.

®  Setting guidelines. Each of the Services, and each
major military mission area, has its own tempo of
operations. It would be imprudent to impose
inflexible DoD-wide standards for how often
people should be away from home station. There
should, however, be guidelines to assess whether
the intensity of deployments may become exces-
sive. In the past, only the Navy had established
PERSTEMPO guidelines. Now, all Services are
collecting PERSTEMPO data and should have
PERSTEMPO guidelines in the near future.

®  Maintaining full support for all families separated
due to deployment. Families need extra support,
often with personal financial management or
handling difficult situations when the service
member is deployed. DoD family centers are
equipped to help on both accounts; numerous other
support systems and referral agencies ensure that
families are taken care of during the course of the
deployment.

28

Medical Readiness

Medical readiness is the cornerstone of the Military
Health Services System (MHSS). It encompasses the
ability to mobilize, deploy, and sustain field medical
services; to maintain and project the continuum of
health care resources required to provide for the health
of the force; and to operate in conjunction with
beneficiary health care. The MHSS supports the full
array of military missions, including MRCs, lesser
contingencies, humanitarian assistance, and disaster
relief.

A key component of medical readiness is the experience
acquired through real-world operational support
missions. Over the past year, the Department provided
medical support to numerous peacekeeping and
humanitarian support operations around the world.
These missions include maintaining a 60-bed deploy-
able medical systems hospital in Zagreb, Croatia;
medical support to the NATO Implementation Force
involved in operations in the former Republic of
Yugoslavia; providing care in support of migrant
operations at Guantanamo Bay, Cuba; medical support
in the Former Yugoslav Republic of Macedonia; and
medical support for the mission in Haiti. Among the
humanitarian assistance missions supported this past
year were humanitarian aid in Rwanda and Zaire;
support to other government agencies in Zaire during
the Ebola virus outbreak; and numerous humanitarian
and civic action projects around the world, relying
heavily on Reserve components.

The Department also provided medical support to
domestic assistance/action missions in the continental
United States. Operations include assistance following
the bombing of the Federal Building in Oklahoma City,
Oklahoma, and the Reserve component’s Arch Angel
medical training and support program.

In addition to these opportunities to learn from
operational missions, the CINCs and Services conduct
exercises worldwide that provide additional oppor-
tunities for medical personnel to hone their skills in a
realistic environment, employing the equipment and
systems used to support combat operations.

In March 1995, the Department released the Medical
Readiness Strategic Plan 2001 (MRSP 2001), the first
comprehensive update of U.S. medical readiness
strategy since 1988. The purpose of the plan is to
provide DoD with an integrated, coordinated, and
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synchronized plan for achieving and sustaining medical
readiness through 2001 and beyond. It will be used to
articulate requirements and resources and for devel-
oping policies and procedures. Medical readiness will
be measured against the objectives outlined in the plan.

The Department intends to continuously monitor the
status of DoD medical readiness through the develop-
ment and implementation of an effective oversight/
evaluation mechanism. Development and fielding of
the strategic plan is only one element in the overall
process. Defense Medical Program Guidance will also
play a key role by specifically addressing medical
readiness priorities within the Defense Health Program.
Together, these elements will establish a cyclic and
perpetual process to identify requirements, develop
policy, provide resources, and monitor success of medi-
cal readiness programs and initiatives.

The MRSP 2001 provides a medical readiness vision for
1995-2001. The vision covers 10 separate functional
areas: Planning; Requirements; Capabilities and
Assessment; Command, Control, Communications,
and Computers (C%) and Information Management;
Logistics; Medical Evacuation; Manpower and Per-
sonnel; Training; Blood Program; and Readiness
Oversight. The strategic plan will be a living document
that will be updated and adjusted to respond to changes
in a highly dynamic environment. When a given
objective is achieved, the supporting action plan will be
removed and new functional areas, objectives, and
action plans will be added as opportunities to improve
medical readiness are identified.

CHALLENGE — READINESS FUNDING

The second challenge is to make sure the Department
has the right resources allocated to the right purposes in
support of readiness. Many of the assumptions on
funding become inaccurate due to shifting priorities and
the lengthy budget and execution cycle. Structuring the
budget to ensure readiness involves a rigorous, multi-
step process. For the FY 1997 budget request sent to
Congress, this process began over a year ago with the
Secretary’s guidance to the Services and other defense
components. The Secretary directed the Services to
provide enough funding in future programs and budgets
to ensure their forces were ready to carry out missions
at acceptable levels of risk. Underscoring the strength
of this priority, the Secretary allowed the Services to
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break his guidance elsewhere if required to maintain
readiness.

The budget development process included two other
important steps to ensure that U.S. forces had sufficient
readiness to carry out joint operations. The first
involved direct discussions between the Secretary and
the CINCs to ensure that their readiness concerns were
met. Second, the Joint Staff, under the leadership of the
Vice Chairman, undertook a detailed review of
readiness-related funding. The results, reflected in the
Chairman’s Program Assessment, led to the incor-
poration of several important enhancements in the final
budget submission.

The resuits of DoD’s approach to getting readiness
funding right from the start were incorporated into the
FY 1995 budget, which involved many changes from
the previous year and corrected some unrealistic
assumptions. The FY 1996 budget also reflected robust
readiness funding. The Department’s FY 1997 budget
request offers further refinements in readiness, building
on progress made in the previous fiscal year. For
example, levels of funding for operations and mainte-
nance — the major, but not sole, source of readiness
funding — indicate that DoD has maintained historic
levels of readiness.

In light of the improvements made, the FY 1995-1997
budgets are balanced and realistic. Indeed, the funding
provided in the FY 1997 budget will maintain adequate
readiness levels in the Services, with one important
provision — the Department must receive timely
funding for unbudgeted contingency operations.

Contingency Funding in the Post-Cold War
Environment

Part of the fiscal challenge is to ensure that, even with
a solid foundation of readiness funds in the DoD budget,
the costs of unplanned contingency operations do not
undercut readiness. The Department remains dependent
on timely congressional approvals to fund unplanned
contingency operations.

In recent years, U.S. forces have deployed around the
world to perform a wide variety of operations that
forced DoD to spend more than planned in DoD
budgets. This situation became acutely apparent during
latter FY 1994, when U.S. forces were deployed in
support of several contingency operations. Acting
prudently, the Department reallocated scarce resources
to those forces that needed them most — those engaged
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on the front lines and those preparing to execute con-
tingencies. As necessary as these reallocations were,
they diverted funds from planned activities that were
often critical to the readiness of its remaining forces.
Consequently, the Department suffered some difficult
readiness cash flow shortages, particularly in the fourth
quarter of FY 1994. These cash flow problems were
brought on by high year-end demands on its forces
including operations in Rwanda, Cuba, Haiti, and
Kuwait. Moreover, the problems were exacerbated by
receiving supplemental reimbursements only after the
close of FY 1994. As aresult, training and sustainment
accounts for important missions were placed at risk.

The Department took aggressive measures to minimize
the effects of these temporary cash flow shortages.
Examples included expedited withdrawal of forces
from completed missions, financial management
measures to ensure the proper execution of missions,
and freeing operating funds through reductions in the
training, maintenance, and supply of selected units.
Nevertheless, each of the Services had to selectively
reduce readiness-related activities that ultimately
resulted in lower unit readiness primarily for those units
that had recently returned from deployments, those
units that deploy later in mission plans, or those units
scheduled for deactivation.

Today, the Department continues to stress its effort to
prevent any reoccurrence of similar cash flow shortages
in FY 1996. This perplexing problem can be partially
avoided through careful budgeting of resources. The
Department’s FY 1996 budget reflects such planning
through careful adjustments in Operation and Mainte-
nance (O&M) funding for each Service. The FY 1997
budget includes funding for contingencies expected to
carry into the new fiscal year, plus robust O&M
spending.

Importantly, Congress and the Department share the
responsibility to sustain a consensus on how to fund
America’s international commitments without degrad-
ing the readiness of its forces. DoD realizes the crucial
importance of timely reprogramming activity and
supplemental appropriations from Congress. When
DoD does not have timely congressional approval of
these requests, readiness is placed at risk. Likewise, the
Department understands that timely submission of
requests for supplemental appropriations and repro-
grammings to Congress helps to expedite the approval
process. In addition, it is crucial that the Department
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and Congress work closely to ensure a clear under-
standing on this important matter.

Evaluating Standards, Indicators, and
Measures of Readiness

Understanding and managing the complexity of O&M
programs and their funding is a difficult but important
task. These funds can impact the current readiness of
U.S. forces almost immediately. O&M funds are
planned for specific programs within a year of execution
and fund managers order their programs to execute
according to this plan. Historically, O&M resources
have been the Department’s only source of flexibility or
discretionary dollar assistance when financial con-
straints are encountered during the year. As budget exe-
cution progresses, costs become fixed and fewer dollars
become available to finance the unanticipated contin-
gencies, leaving O&M appropriations as the resource of
last resort.

The Department has been working hard on several
initiatives to analyze the nature of the O&M funds and
to measure the impact on the readiness. The Depart-
ment is exploring multiple methodologies to quantify
0O&M'’s relationship to readiness and to develop quanti-
tative measures to forecast the impact of resourcing
decisions on readiness. Developing these analytical
tools is an ambitious undertaking. However, it is envi-
sioned that this effort will be mature enough for use in
the preparation, analysis, and review of the President’s
FY 1998 budget.

Assessment of Readiness Funding

The resources in the FY 1997 budget will provide ade-
quate readiness for America’s armed forces, provided
that:

®  Congress and the public support the size and
allocation of the resources recommended by DoD.

®  Congress supplements or replaces resources con-
sumed by DoD in the conduct and execution of
unbudgeted contingency missions in a timely
fashion or if the economic projections upon which
the projected budget is based prove to be worse than
anticipated.

®  DoD is able to quickly replenish the resources con-
sumed in support of forces engaged in unbudgeted
contingency missions.
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For the outyears of the program beyond FY 1997, DoD
plans to focus on maintaining adequate readiness,
specifically, the elements of readiness critical to the
execution of U.S. defense strategy. DoD has fully
funded operating and personnel programs. At the same
time, there may be significant risks to readiness as DoD
plans are executed. For example, some programs in the
O&M appropriations may eventually need more funds.
DoD must take care to ensure that reallocating funds for
these purposes do not unduly divert resources away
from more direct readiness needs. The Department
must also maintain a balance between current readiness
and required increases in procurement and moderni-
zation funding in future budgets.

FY 1997-2001 Programs and Budgets

Despite the challenges in precisely projecting U.S.
readiness and sustainability needs in uncertain times,
the readiness programs and budgets being submitted to
Congress represent the best estimates within DoD today
of the necessary resources to keep U.S. military forces
ready to execute U.S. strategy successfully.

Future programs and budgets were developed using the
direction provided through prior years’ planning. The
principal guidance affecting readiness follows:

= Readiness and sustainability remain the highest
resource priority of the Department.

®  Service Chiefs are permitted to reallocate funds to
ensure readiness.

® Readiness programming reflects the first-to-fight
principle. This requires components to maintain
appropriate levels of manning, training, and equip-
ment procurement, distribution, and maintenance
(to include deploying units and their support) for
the most demanding deployment schedules.

® Increased use of simulations, simulators, and
advanced training devices and technologies will be
aggressively pursued to increase operational train-
ing effectiveness and efficiency for both active and
Reserve components, while reducing requirements
for field training and aiding in the planning and
programming processes.
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Modernization/Long-Term Capability

Technologically superior equipment facilitates combat
success. Maintaining an advantage will continue to be
paramount to U.S. success in future battles. Long-term
capability depends, among other things, on the
modernization of weapons and equipment. Recog-
nizing the need to maintain the technological
superiority of U.S. forces, the Future Years Defense
Program provides procurement funding in FY 2001 that
is 47 percent higher than the $39.4 billion requested in
the FY 1996 budget. The opportunities for meeting
United States’ long-term goals lie in four areas:

= Aggressive divestiture of infrastructure.
®  Effective acquisition reform.

®  Widespread use of modeling and simulation to
enhance training.

®  Creative reengineering of how the Department
conducts business.

The Department of Defense must maximize its efforts
in these areas and continue to make prudent investments
in recapitalization if it is to ensure that tomorrow’s
readiness is equal to tomorrow’s challenges.

CHALLENGE — STAYING ON TOP
OF READINESS

Even with the best plans for people and resources to
support readiness, the third challenge is to watch closely
what happens as plans are executed and to make timely
adjustments when problems arise. The Department has
improved its ability to assess readiness to ensure that it
has a clear picture of the health of the force. When costs
were incurred for unfunded contingency operations
during FY 1994, the Department knew there would be
some pockets of unreadiness, but the effect that
reallocating O&M funds had on force readiness could
not be accurately projected. When readiness declines
did occur, the readiness reporting system informed
senior leaders in the Department only after many weeks
had passed, which was an inherent weakness in the
readiness reporting methodology in effect at the time.
To correct these deficiencies, especially the ability to
uncover readiness problems quickly and correct them as
fast as possible, DoD implemented a number of initia-
tives to improve its assessment and correctional
capability.



Part II Pursuing Defense Initiatives
READINESS

Senior Readiness Oversight Council

The first step was to create an improved forum for
assessing and correcting problems in the near-term
readiness of the force. This initiative used an existing
body, the Senior Readiness Oversight Council (SROC),
whose membership includes the Deputy Secretary of
Defense, the Vice Chairman of the Joint Chiefs of Staff,
the Service Chiefs, the Under Secretaries of Defense
and military departments, and other senior officials with
interests in readiness.

Initially, the council looked at broad plans to maintain
readiness in the future. Given the events of late 1994,
however, it was apparent that consideration of only
future readiness was not enough. The Deputy Secretary
subsequently refocused the council’s attention on the
readiness of the force today. He directed that each
month’s meeting includes a readiness assessment of
U.S. forces, both today and a year into the future, by
each of the Service Chiefs. The Under Secretary of
Defense (Comptroller), who plays an important role in
financing readiness, also became a key participant in
council deliberations.

Working closely with the Joint Staff, the refocused
SROC has made excellent progress in providing a
forum for DoD leadership to assess and manage readi-
ness. Since its initial current-readiness assessment in
December 1994, the council has incorporated the
following:

®  Senior civilian and military leadership review
current readiness in a monthly meeting.

®  The readiness of the individual Services is assessed
in a common format, with each Service’s presenta-
tion helping to facilitate solutions to readiness
challenges faced by the other Services.

®  Readiness assessments that go beyond the ratings of
individual Services to consider the overall joint
preparedness of U.S. force to carry out the National
Military Strategy.

Chairman’s Readiness System/Joint Monthly
Readiness Review

In late 1994, the Chairman of the Joint Chiefs of Staff
directed the Joint Staff to build a readiness system to
define, measure, and fix joint readiness. The resulting
comprehensive readiness system, called the Joint

Monthly Readiness Review (JMRR), combines Service
and CINC assessments of the force readiness. Chaired
by the Vice Chairman of the Joint Chiefs of Staff, the
JMRR includes the principals of the Joint Staff
directorates, the Service Deputy Chiefs of Staff for
Operations, and representatives from the unified com-
mands and combat support agencies. It is designed to
examine the readiness of the armed forces to carry out
the National Military Strategy, including winning two
nearly simultaneous MRCs. The Chairman has the
overarching responsibility to carry out the National
Military Strategy. His view of readiness, therefore,
requires visibility into the traditional readiness status of
units provided by the Services, as well as joint
readiness, and the CINCs’ ability to integrate and
synchronize assigned forces to accomplish their
missions.

During the JMRR, the Services brief unit readiness of
their major fighting organizations, and the Joint Staff
Director for Operations (J-3) briefs the theater com-
manders’ assessments of eight functional areas that are
integral to joint readiness: Mobility; Joint Head-
quarters Capability; C%; Special Operations; Logistics/
Sustainment; Infrastructure; Intelligence, Surveillance,
and Reconnaissance; and Joint Personnel. In addition,
the defense combat support agencies, including the
Central Imagery Office, Defense Intelligence Agency,
Defense Information Systems Agency, Defense
Logistics Agency, Defense Mapping Agency, and
National Security Agency, all participate in the JMRR.
The joint review process also includes an extensive
feedback process to ensure that critical deficiencies are
addressed by near-term policy, operational, and/or pro-
grammatic fixes.

The review has directly enhanced the Chairman’s
ability to provide accurate advice to the President and
Secretary of Defense on the use of force, current and
projected unit and joint readiness, current force
commitments, and how those commitments impact the
flow of forces to warfighting commanders. Further-
more, the review’s swift evolution has provided the
Senior Readiness Oversight Council an essential
evaluative tool for measuring joint readiness.

In general, Services and CINCs’ readiness assessments
provided to the council show that, overall, the readiness
of military units today is holding steady where levels are
already as desired, and getting better where improve-
ments are needed. The Department can carry out the
strategy for prosecuting two nearly simultaneous MRCs
at today’s readiness levels.
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Joint Requirements Oversight Council

Another initiative undertaken over the last year is being
carried out by the Joint Requirements Oversight
Council, or JROC. Chaired by the Vice Chairman of the
Joint Chiefs of Staff, this council includes the Vice
Chiefs of the Army, Navy, and Air Force and Assistant
Commandant of the Marine Corps. It is currently con-
ducting a series of Joint Warfighting Capabilities
Assessments (JWCAs) to investigate potential improve-
ments in military capabilities.

The assessments examine both the readiness of U.S.
forces and their future ability to execute the defense
strategy in key mission areas, such as ground maneuver,
reconnaissance/surveillance/intelligence, and deep strike.
Like the SROC and JMRR, the JROC is breaking new
ground for the Department. Some of its first-time-ever
activities include:

®  Conducting JWCAs that integrate, in key mission
areas, the collective supply of forces provided by
the Services with the collective demand for them as
expressed in the CINCs’ warfighting plans.

®  Considering the balance between programs that
will keep U.S. forces ready and programs designed
to recapitalize the force through modernization, so
as to ensure sufficient future military capability.

®  Providing, through the Chairman’s Program Assess-
ment, an evaluation of the Department’s programs
to ensure that they give sufficient readiness and the
capability to conduct future joint operations
envisioned in the National Security Strategy.

® Conducting frequent, in-depth consultations with
senior service officials to ensure that advice pro-
vided to the Secretary reflects a coherent military
perspective.

Joint Readiness Assessment

The evolving emphasis on the joint task force requires
CINC:s to dispatch joint force packages to meet a wide
variety of missions on very short notice. In preparing
for deploying troops on contingency operations, the
CINCs have noted they do not have an effective
mechanism for assessing the joint readiness of the
forces assigned to them. While each Service has its own
system to assess readiness, there are clear differences in
how each Service prepares its respective forces and
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assesses their suitability for deployment. However, this
training does not evaluate the joint capabilities required
by deployed forces in the event of emergent contin-
gency operations. Thus, the CINCs need a system that
can depict the overall readiness posture of their forces
so that they can provide the optimum force package to
meet the National Command Authorities’ goals.

Seeing a critical deficiency in the need to track the
readiness of its forces, the Department has undertaken
a number of initiatives to better assess joint readiness.
DoD, in particular the Defense Advanced Research
Projects Agency (DARPA), is developing an Advanced
Concept Technology Demonstration (ACTD) that util-
izes an automated database to access existing data-
bases in order to give the CINC an accurate, near
real-time snapshot of his forces and their readiness
posture. The system will provide the ability to integrate
major unit readiness Status of Resources and Training
System (SORTS) data with the Time Phased Force
Deployment Data (TPFDD). These two diverse data
systems are being linked by an DARPA-developed
Object Architecture that facilitates rapid data manip-
ulation and a response in minutes which previously took
days. While this effort is in the developmental stage,
these types of initiatives are indicative of the Depart-
ment’s intent to move forward in the readiness assess-
ment arena.

Service Readiness Updates

The Deputy Under Secretary of Defense for Readiness
meets regularly with Service representatives to receive
in-depth readiness assessments of their forces. The
briefings cover current readiness of units, highlight
deficiencies, outline solutions, discuss new initiatives,
and provide a forum to discuss overall Service and joint
readiness issues. These proactive meetings provide
further insight into tracking and assessing the current
and future readiness of U.S. forces.

Current-Readiness Spokesperson

Another initiative was designed to ensure that the public
and Congress have a prompt, clear, and candid picture
of the readiness status of U.S. forces. To accomplish
this, the Deputy Secretary has asked the Vice Chairman
of the Joint Chiefs of Staff to serve as the Department’s
spokesperson on current readiness. The Deputy
Secretary’s charge to the Vice Chairman is to provide an
unvarnished picture of the U.S. military’s readiness and
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to foster a fully informed discussion of any actions
needed to correct problems that may arise.

Defense Science Board Task Force on
Readiness

A fifth initiative, now completed and which served as
the foundation to many of the current readiness initia-
tives, was the creation in May 1993 of the Readiness
Task Force to provide the Department’s leadership a
source of independent advice on readiness. The task
force provided a significant impetus to the Depart-
ment’s efforts to manage readiness. Comprised of eight
retired four- and three-star officers under the lead of
retired General Edward C. (Shy) Meyer, U.S. Army, the
task force focused primarily on bringing a greater
joint-force perspective to readiness activities, and
especially on increasing CINC involvement in the
resource allocation process. The task force published a
formal report in June 1994, providing observations and
recommendations to the Secretary, and served as the
lightning rod for many key issues in the management of
readiness. The panel continued to meet quarterly to
assess readiness issues and review progress made in
implementing the recommendations from its report.
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The Task Force held its final meeting in August 1995,
and concluded its efforts with a report to the Secretary
that included an updated status on its previous
recommendations.

CONCLUSION

DoD continuously faces new challenges to readiness as
the world changes. Based on past experiences,
America’s vigorous responses to each, and the valuable
lessons derived, U.S. forces today are ready to fight —
ready to get where they are needed, on time, to carry out
the nation’s tasks.

For FY 1997 and beyond, the Department will maintain
the readiness of its forces to carry out the National
Security Strategy. The policies and programs enumerated
in this section demonstrate the continued initiative and
energy with which the Department is addressing these
challenges and will set the stage for ensuring readiness for
the future. Such efforts rest with the shared responsibility
between Congress and the Department. With approval of
these proposals, particularly timely funding for contin-
gency operations, the United States will continue in the
future to have the world’s best trained, best equipped force
run by the world’s best men and women.
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INTRODUCTION

Protecting the quality of life (QOL) of America’s
service members is not only the right thing to do, it is
critical to preserving military readiness. Readiness
depends on attracting top quality people and retaining
them after they have developed technical and leadership
skills. To do so, DoD must offer not only challenging
and rewarding work, but also an appropriate quality of
life, a term used to encompass the entire package of
compensation, benefits, and work and living environ-
ments for military service personnel. DoD must
provide for the basic needs of both service members and
military families, and recognize the aspirations they
have for themselves. To accomplish this, the Depart-
ment is designing quality of life programs to address
both present and future needs.

AN AMBITIOUS APPROACH TO
QUALITY OF LIFE

In FY 1995, Secretary of Defense Perry announced an
ambitious plan to improve and institutionalize quality
of life for service members in three critical areas:
compensation, housing, and community and family
support. In February 1995, President Clinton an-
nounced that he was adding $25 billion to the defense
spending plan to provide more funding for readiness
and to improve quality of life programs. The Secretary
and senior military leaders believe these steps are
needed to sustain healthy levels of recruitment,
retention, and morale that are necessary to maintain a
ready, high quality fighting force.

To support this focus on military quality of life, $7.7
billion of President Clinton’s $25 billion program
increase will fund pay raises for military personnel at
the full rate authorized by law through the end of the
decade, an unprecedented commitment. Secretary
Perry added an additional $2.7 billion to the Future
Years Defense Program to increase the Basic Allowance
for Quarters, initiate a new Cost of Living Allowance
for high cost areas in the United States, improve hous-
ing, expand child care, bolster recreation programs, and
enhance family violence prevention programs.

In addition to targeting these high priority concerns, the
Secretary of Defense also established a Quality of Life
Task Force of outside experts to provide further
recommendations for improving housing and the
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delivery of community and family services, and for
reducing the time service members spend on
deployment, otherwise known as personnel tempo
(PERSTEMPO). The Task Force, chaired by former
Secretary of the Army Jack Marsh, issued its report on
October 19, 1995, outlining a series of observations and
specific recommendations to improve the lives of men
and women in the armed services.

As a complement to the Task Force, Secretary Perry
chartered an internal Quality of Life Executive Com-
mittee, chaired by the Assistant Secretary of Defense for
Force Management Policy, to begin work on improve-
ments to quality of life and to review task force
recommendations for implementation. While awaiting
the Task Force results, the Executive Committee made
progress in many quality of life areas which are low
cost, but have a high payoff. These include expanding
space-available travel opportunities for family mem-
bers, reengineering the way personal property is
shipped to reduce damage claims and improve services,
diverting resources to maintain a robust nursing
presence in DoD overseas schools, and establishing an
aggressive program for meeting the special needs of
adolescents and their parents in military communities.

COMPENSATION AND BENEFITS

The Department has long recognized the importance of
an appropriate level of compensation in sustaining a
robust quality of life program. The military compen-
sation package is made up of both pay and nonpay
benefits — the components of a standard of living. In
the area of pay benefits, the Department has addressed
four initiatives. Operating together, these four initia-
tives serve to stimulate retention which, in turn, contri-
butes to the operational readiness of U.S. forces.

Pay Raises

The Administration has funded the maximum pay raise
for military personnel authorized by law through FY
1999. This commitment of $7.7 billion reflects the
recognition that adequacy of military pay is essential to
attract and retain high quality personnel. Individuals
deciding whether to join the military typically compare
the pay and other benefits available in the military with
those of the private sector. While the military offers
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many benefits, like medical care, it is very important
that military pay, the most visible element of military
compensation, be competitive with private sector pay.
This allows recruiters to focus on the benefits and
rewards of military service and continue to enlist high
quality and motivated young men and women.

Similarly, retaining the best members of U.S. forces
depends on giving them the ability to provide their
families with a decent standard of living — and pay is
the most important factor in determining living
standards. DoD’s commitment to the maximum pay
raise sends a very positive message to uniformed
personnel that their country truly values their service
and recognizes the unique hardships, obligations, and
dangers of military service.

Improved Quarters Allowance

Over two-thirds of military families reside in civilian
communities. These families receive housing allow-
ances which were intended by Congress to cover 85 per-
cent of their housing costs. In 1995, housing allowances
cover less than 80 percent of service members’ out-of-
pocket housing expenses. The Department and Con-
gress have funded an additional 2.8 percent increase in
housing allowances for 1996 which will cover more
than 80 percent of out-of-pocket costs for the first time
since 1985.

Military Retired Pay

Military retirement pay is a critical element of the
overall military compensation package. Service mem-
bers want to know that the retirement benefits they were
promised when they joined the military will be there for
them when the time comes. The Administration
believes it is imperative that the United States keeps
faith with men and women in uniform. Unfair changes
to the retirement pay system amount to broken
promises, and have a seriously negative effect on
retention of quality people and the morale of the forces.
That is why the President spoke out strongly against a
proposal that would have broken faith with past
commitments to U.S. service members. The Depart-
ment strongly supports Cost of Living Adjustments to
military retirement pay, thus maintaining the commit-
ment to provide a measure of income security for those
who complete military service careers.
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Continental United States Cost of Living
Allowance

At present, 30,000 military families are assigned to
areas in the continental United States (CONUS) in
which payments for goods and services exceed 109
percent of the national average. These costs are in
addition to housing expenses which are partially com-
pensated under housing allowances. Assignments to
areas such as Long Island, New York, or Los Angeles,
California, place an undue financial burden on military
families. The National Defense Authorization Act for
FY 1995 authorized the CONUS Cost of Living Allow-
ance to assist military families residing in high cost
areas. The Department began compensating military
members experiencing these high costs in July 1995.
This increase will boost the average monthly pay in high
cost areas by $40, and in some cases as much as $167
per family.

Commissaries

The commissary is an important element of the military
nonpay compensation package and a critical aspect of
quality of life. Commissaries help support the standard
of living for service members stationed both overseas
and in the United States. Overseas, military com-
missaries are often the only source of American
products and are the only convenient source in remote
areas of the United States. Commissaries affect income
through savings on purchases of food and household
items for the military member and family. Surveys
show patrons average 20-25 percent savings when
compared to commercial retail food stores; annual
savings can range from a few hundred dollars to more
than $1,500, depending on family size. Military
members value the commissary as one of the most
important elements of nonpay compensation. As of
October 1995, there are 201 commissaries in the United
States and 111 overseas. Commissaries, and the savings
they offer, help offset a large portion of the economic
stress military families experience. Overseas, Ameri-
can products also provide a constant and stabilizing
feeling of home. They are an institution in military life
and serve as proof the government understands the
special needs of the personnel it values so highly.
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Off-Duty Education

Another important nonpay military benefit is off-duty,
voluntary education, which contributes to individual
growth as well as to the quality of military personnel.
Programs offered to service members help individuals
to continue their education on off-duty time or to
increase their proficiency and competitiveness in their
military career. Use of tuition assistance for college
programs continues to increase even as the size of the
force decreases. In FY 1994, service members received
$134 million in tuition assistance for college-level
courses, including Navy’s Afloat Program. Preliminary
figures for FY 1995 indicate that funding was at slightly
increased levels, about $138 million. Course enroll-
ments and degrees earned are shown in Table II-1.
These voluntary education programs are essential in
meeting the needs of motivated young people who
gravitate towards careers that offer opportunities to
advance and grow.

Programs Course Degrees Earned
Enrollments

High School/

High School/GED 485 | GED Diplomas 266
Associate Degrees 15,501

Undergraduate 519,878 | Bachelors Degrees 9,818
Master’s Degrees 10,701

Graduate 84,643 | Doctorate 20

Functional/Basic Skills 36,593 |N/A

DANTES Testing * 227,580 |N/A

* Includes tests taken by Active Duty, Reserve, and National Guard
Personnel.

The QOL Task Force found that training and education
are most frequently cited by survey respondents as
reasons for enlistment. The Task Force focused on
tuition assistance and distance learning. It found that
there are differences between tuition assistance benefits
offered by the Services. The Department is in the
process of establishing a minimum tuition assistance
standard. Also, the Task Force emphasized that dis-
tance learning, especially for deployed service mem-
bers, should be a priority. The Department will explore
the feasibility of establishing distance learning capa-
bilities in education centers worldwide.
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PERSONNEL TEMPO

As part of the quality of life review, the Department
looked at the demands made on personnel, especially
time away from home. The Quality of Life Task Force
made several observations and recommendations which
will be reviewed for their potential to help reduce
personnel tempo and turbulence. Additionally, the
Department continues to support programs aimed at
increasing the stability of families despite requirements
for service member deployments. The Department’s
goal is to find a balance between mission and training
requirements and service members’ needs to spend
adequate time with their families. To accomplish this
goal, the Quality of Life Executive Committee will fully
evaluate Task Force and internal recommendations
which include expanding use of Reserve components to
reduce the personnel tempo for the active force and
increasing contractor support of certain functions.

HOUSING

The Secretary of Defense has placed special emphasis
on improving the overall quality of housing for service
families. There is a direct relationship among readi-
ness, retention, and quality of life. To the extent that the
Department encourages or directly provides quality
housing for both unaccompanied and married service
personnel, it will materially improve job performance
and satisfaction, improve the retention of quality
individuals, and through these means, sustain the high
levels of force readiness needed to meet the
Department’s national security missions. The Army has
an expression, “You enlist the individual, but you
reenlist the family.” Both the Defense Science Board’s
Quality of Life Task Force and the Department’s own
Quality of Life Executive Committee have focused on
measures to redress long-standing problems in the
living conditions of too many service members, both on
and off post.

Near-term goals, and in many cases accomplishments,
include:

®  Development of a range of housing procurement
tools that will make the Department a more efficient
consumer of housing by acting more like a private
sector company. These authorities all have the
effect of leveraging limited DoD resources in order
to accelerate the acquisition, replacement or
renovation of bachelor or family housing, both on
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and off post. They include the ability to enter into
partnerships; guarantee loans, occupancy rates, and
rents; and take advantage of commercial standards
in both construction and housing management.
These authorities were provided in the National
Defense Authorization Act for FY 1996, and are
being implemented on a prototype basis by the
Services with the assistance of a joint Housing
Revitalization Support Office.

® Review and elimination of policies and procedures
that have tended to impair the effectiveness of the
Department’s housing delivery system. To the
extent that these obstacles are statutorily based, the
Department will pursue legislative relief.

® Examination of additional tools that could help
reengineer the Department’s housing delivery
system in light of high costs; inability to provide
affordable, quality housing options on or off post;
and the pressing need to solve this problem in the
near term within the Department’s resource limita-
tions. This has led to a careful examination of the
concept of transferring some or all of the Depart-
ment’s housing assets and their operation to non-
profit corporations. Such a structure could improve
efficiency and effectiveness by taking advantage of
private sector real estate expertise, as well as com-
mercial methods of financing, procurement, and
management. The Department is examining this
operational concept and supporting legislation that
could be proposed to Congress during the 1996
legislative cycle.

Family Housing

Approximately one-third of military families live in
military family housing. Much of this housing is in
desperate need of repair or revitalization. But two-
thirds of military families live off post. For many of
these families, housing allowances are not in line with
commercial housing costs. This imbalance can force
these families to live in inadequate housing. The
Department has found that housing problems, whether
on or off post, have a material effect on reenlistment
decisions. The military family housing budget for FY
1996 contains an increase of over $500 million to
address these problems. This sum includes $22 million
for private sector housing ventures. This initiative is
described further in the Installations and Logistics
chapter.
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Bachelor Quarters

Housing for single military members is as important as
for married members. About a half a million single
service members live in military quarters. The Depart-
ment wants to replace run down, cramped buildings
with quality residential facilities. To initiate this
process, the Department has adopted a new construction
policy which increases the barracks/dormitory standard
living space by over 31 percent, from 90 square feet to
11 square meters of net living area per living/sleeping
room.

The barracks repair, maintenance, and construction pro-
gram budgets were increased in FY 1996 through the
Secretary’s QOL initiative. Congress then enlarged that
budget further, for a total increase of $673 million. In
FY 1997, the Department will continue to improve its
barracks. Its budget request for barracks revitalization,
construction, and maintenance increases funding by
about 20 percent above Service requests. This QOL
initiative will improve approximately 7,000 additional
barracks spaces above the 42,000 spaces previously
programmed. Almost $2.5 billion has been pro-
grammed from FY 1996 through FY 2001 for this
important program.

COMMUNITY AND FAMILY SUPPORT

In the area of Community and Family Support, the
Department provides social service, recreational, and
education programs wherever military families are
stationed worldwide. While these programs mirror
those found in civilian communities, the Department
has adopted goals and measures in 24 community and
family support program areas. These goals and
measures to be fielded in early 1996 will provide a road
map for quality of life in the Department and move the
Services towards equity across installations and
Services; ensure programs are driven by demand and
meet the needs of the military lifestyle; and be
benchmarked against the best of the civilian com-
munity. At the same time, the Department has taken
action to improve the capability of tracking funds and
improving consistency and accountability in programs
and budgets.
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Child Development Programs

One special area of interest this past year has been child
development programs. Child care is a critical quality
of life issue for military families, particularly very
young families. Over 65 percent of military spouses are
in the labor force; the majority of these spouses report
they work just to make ends meet. The number of
spouses in the labor force is up 11 percent in the last
seven years. During March 1995, DoD reassessed the
need for child care. Currently, military families have
over 299,000 children, ages birth through 12, who need
some kind of child care. The Department is able to meet
about 52 percent of this need with military child
development programs. Currently there are 155,311
spaces at 346 locations. These include 644 child
development centers, 9,981 family child care homes,
and school-aged care located in youth facilities,
schools, and other community support facilities. Dur-
ing the past year, a Secretary of Defense initiative added
over $38 million to expand child care. DoD’s
short-term goal is to meet 65 percent of the need, and
expects most of the growth will come in school-aged
care spaces. The Department’s ultimate goal is to meet
80 percent of the need.

In response to congressional interest in outsourcing, as
well as acknowledging that DoD is nearing maximum
potential to meet child care needs on bases, the Navy
and the Defense Logistics Agency were designated to
serve as executive agents for outsourcing child care.
They are conducting two evaluation tests. One is to
contract with civilian child care centers in five locations
(San Diego, California; Norfolk, Virginia; Jacksonville,
Florida; Seattle, Washington; and Honolulu, Hawaii) to
buy down the cost of spaces for military families in
these locations. Secondly, the Defense Logistics
Agency will be testing the outsourcing of the manage-

ment of a defense-owned child care facility in Dayton,
Ohio.

Family Advocacy Programs

The Department’s continued turbulence related to
increased PERSTEMPO has increased stress and the
potential for family violence. The Department has been
aggressively pursing efforts to reduce the potential for
child abuse in military families by providing assistance
to new parents and families of first-term service mem-
bers. The New Parent Support Program was imple-
mented in accordance with the recommendation from
the General Accounting Office, the U.S. Advisory
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Board on Child Abuse and Neglect, and the National
Committee to Prevent Child Abuse. This program is
designed to prevent child abuse by providing parents
with education and support around the time their first
baby is born, including prenatal and postnatal home
visiting services. Such programs also have the potential
to reduce spouse abuse, since the highest risk for spouse
abuse occurs during pregnancy and immediately after
the birth of a child. Increased funds from Congress in
FY 1995 support creating 114 New Parent Support
teams worldwide.

New Parent Support Programs in each Service offer
basic support services to all parents who request
services, with more intensive services offered to first-
time parents, young parents, single parents, parents
with disabled or premature infants, and bicultural or
isolated families. Each New Parent Support Team
offers a set of core services to every expecting family,
including a prenatal hospital visit and assessment, one
prenatal home visit, postnatal visits in the hospital and
to the home, and education and support groups. Written
and observational screening techniques are used to
assess parenting adequacy and family environment for
those families accepting services. Families with special
needs and high-risk families are referred to the
appropriate community support program for additional
services.

Morale, Welfare, and Recreation (MWR)

Morale, welfare, and recreation programs create the
American hometown wherever American troops are
stationed around the world. Small MWR programs also
deploy with units to provide needed respite and
recreation during contingency operations. Programs
such as fitness centers, libraries, sports and athletic
programs, youth centers, clubs, bowling facilities, and
a wide variety of other recreational and social activities
are structured to give service members and families
recreational opportunities on installations similar to
those they might find back home. Of all the major
programs offered by MWR, physical fitness is a priority
program. The Quality of Life Task Force specifically
addressed the mission importance of MWR activities
and addressed the need to build more fitness centers and
expand their operations and services. Surveys of
service members indicate a strong desire for good
quality places to work out, and many view fitness as
recreational as well a critical part of their job. In
recognition of the Quality of Life Task Force recom-
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mendations, but also as an ongoing priority, the
Department will conduct a thorough review of physical
fitness facilities, to include equipment, the hours of
operation, and their location to ensure they are readily
accessible to junior enlisted personnel and of high
quality. Much progress has been made as the Navy
improves fitness centers and libraries on ships and the
Marine Corps has forged ahead with major improve-
ments in staffing, equipment in fitness centers, and in
libraries.

The Secretary’s FY 1996 quality of life initiative pro-
vides $194.7 million over five years to aid the Services
in achieving better comparability of MWR programs
and services across Services. DoD is working to
achieve the minimum baseline of $295 per capita estab-
lished in FY 1995 in all Services.

With the near completion of the drawdown and restruc-
turing of the military, the Department is concentrating
on revising policy for MWR programs. This long-
standing effort will consider alternative methods to
deliver the programs while increasing oversight and
enforcing standards for an equitable minimal level of
support by each Service.

Continued quality of life initiatives for the MWR
programs have focused on making all aspects of the
programs more efficient through increased initiatives to
become more businesslike in both operations and
financial management. The MWR programs continue
to identify and implement innovative solutions for
program delivery. Exchange service programs are also
a vital part of the MWR program. The exchanges pro-
vide not only value and distinction in both merchandis-
ing and service to their patrons, but also are important
sources of revenue to support MWR programs. In the
past year, exchanges have undergone significant re-
structuring to reduce overhead and increase service and
profits.

Relocation Assistance Programs

Research indicates that relocation is one of the most
stressful events in the lives of military families,
especially for first-term families and for those with
young children. Nonreimbursed, out-of-pocket reloca-
tion expenses place a major strain on family resources.
Over the past three years, significant strides were made
in standing up Relocation Assistance Programs (RAP)
to alleviate some of the negative effects of frequent
moves. This year, DoD estimates there will be over
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800,000 moves, with first-termer moves accounting for
approximately one-fourth of these. To assist, RAP
provides relocation planning and counseling sessions to
individuals to better prepare them for their new home.
Last year, RAP provided over 20,000 briefings and
219,000 Relocation Planning Sessions to over 443,000
attendees. These services are available at over 313
locations worldwide. In addition, the Standard Installa-
tion Topic Exchange Service (SITES) will be available
in a new version in 1996, including video capability to
over 300 installations. SITES will also be available via
Internet by end of FY 1996.

Base Realignment and Closure Quality of Life
Assistance

Geopolitical changes brought about by the end of the
Cold War necessitated downsizing the active duty force
and a corresponding reduction of the supporting
infrastructure. Living and working on Base Realign-
ment and Closure (BRAC) installations is a major
source of added stress for service members, their
families, and civilian employees. Leaders must
maintain readiness, accomplish the new mission of
closure, and provide quality of life programs and
services, even as they face diminished resources,
staffing shortages, and the turbulence associated with
closure. Unaddressed QOL issues become a drain on
installation resources. The Department will identify
existing and needed resources and disseminate best
practices for QOL services throughout the closure
process. Other initiatives include establishing an elec-
tronic bulletin board, creating a central repository of
BRAC QOL experts and resources, and developing a
commander’s installation survey instrument. The
Department’s goal is to minimize the stress of closure
by sustaining functions through innovation and com-
munity collaboration.

The Department’s recent policies allowing exchange
operations and MWR programs to continue on BRAC
installations under specific situations are clear
acknowledgment of the need to continue to provide
these important nonpay benefits to service members as
installations are closed or realigned. Department
policies now also allow for exchanges and exchange
marts on closed installations that have reserve
populations, while clearly stating these facilities cannot
be supported with appropriated funds and must be
profitable.

Family Centers

There are 313 family centers throughout DoD, serving
as cornerstones to provide information and respond to
the needs of 1.6 million military members and 2.3
million family members. Family centers provide single
service members and married service members and their
families with a host of educational, preventive, and
social programs, as well as information to assist them in
establishing ties quickly within a new community.
Family centers focus on reducing the amount of time a
member is absent from his or her unit for family
responsibilities and assists in decreasing the amount of
time it takes a family to adapt to a new environment.
Services at family centers include providing single and
married service members and their families with infor-
mation referral, deployment support, crisis response,
relocation assistance, transition assistance, volunteer
programs, personal financial management, classes and
counseling assistance with employment, elder care
information, family readiness, and various other
counseling assistance programs that assist the military
member and their families, especially during deploy-
ment.

As troops departed for Bosnia and Herzegovina, the
Department provided them with the best training, the
best equipment, and the best technology of any fighting
force in the world to help them accomplish this peace-
keeping mission. Family Centers, in conjunction with
civilian support agencies, mobilized support systems
for military families. Lessons learned from previous
deployments show that the number one issue for
families is the need to be informed. That flow of good,
accurate information, combined with support and
comfort from family support systems, helps families
cope with challenges they face during deployments.
The following support systems were provided:

®  Family Readiness Training (pre-, ongoing, and post-
deployment information briefs) and around-the-
clock support for families in Europe.

® Five hotlines in Germany to assist families (Bad
Kreuznach, Baumholder, Heidelberg, Mannheim,
and Kaiserslautern).

® Mobilization of the Red Cross with deployed troops
to maintain emergency communications.

® Bosnia Home Page accessible through Internet.

m® Up-to-date information about the role of the
U.S. military in Bosnia and Herzegovina.
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DoD Family Members*

Dol LR

=" Articles on items to send to deployed
service members.

== Information on how to send messages to
deployed troops.

®= Military Family Center Computer Interconnectiv-
ity to connect Reservists to family support systems
and information on nearby installations.

Model Communities (Youth Initiative)

In the spirit of reinventing government, DoD estab-
lished a model communities incentive award program
to encourage installations worldwide to take responsi-
bility for the problems of youth and their families. Each
participating installation submitted proposals which
defined their local needs, described a plan to meet those
needs, and indicated how they will manage their
solutions. The 20 winning installations, selected from
almost 150 submissions, will serve as test projects for
new ideas and as models for military bases around the
world. Proposals were submitted from all four Services
and represented installations around the world. The
winners received up to $200,000 per year for a
three-year period.
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Spouse Employment

Spouse employment is an important quality of life and
economic issue for the military family and a driving
force for other programs, such as child care and
relocation assistance. The increase in the number of
spouses in the labor force over the last 10 years is
indicative of this change. Currently, 65 percent of all
military spouses are in the labor force. Another key
demographic factor is the increasing number of civilian
male spouses. Survey data reveals 65 percent of active
duty service women have civilian spouses in the labor
market. The rank of the service member appears to be
a significant factor in a spouse’s decision to become
employed. The lower the rank, the more likely it is that
the need for money for expenses is a major contribution
in the decision of the spouse to become employed.

Based on the increased importance of spouse employ-
ment as a quality of life issue for military families, DoD
held a policy forum in June 1995 to examine em-
ployment issues facing military spouses. Attendees
included commanders, academics, and spouses with a
variety of employment backgrounds. The forum
developed recommendations for DoD on how to assist
military spouses seeking employment.

Percentage of Military Population
Married by Year




Part II Pursuing Defense Initiatives
QUALITY OF LIFE

The demographics of today’s force reflect that over
one-half of military members are married. The
percentage of married members increases to approxi-
mately two-thirds of the force when the focus is on
career personnel, or senior enlisted and senior officers.

This increase in married members among the career
force also reflects a change concerning what is impor-
tant to these spouses. The proportion of spouses in the
labor force increased from 54 percent in 1985 to 65
percent in 1992, with the largest movement into the
labor force being spouses of enlisted personnel.

Armed Forces Professional Entertainment
Overseas

The Armed Forces Professional Entertainment Office
(AFPEOQ) is a joint-Service program that logistically
supports entertainers who are willing to perform free of
charge for service members at military installations
overseas. Live entertainment overseas adds that little
touch of home so desired by troops serving in foreign
countries. American entertainers energize troops and
offer welcome respite to those who must serve far from
home. Entertainers perform at numerous locations, with
a priority to remote and isolated sites; shows are also
organized for troops mobilized for missions in such
places as Bosnia and Herzegovina, Haiti, the Former
Yugoslav Republic of Macedonia, Croatia, or South-
west Asia. InFY 1995, the AFPEO sponsored 100 non-
celebrity tours and 27 celebrity United Service
Organization/DoD tours. These tours performed an
estimated 3,000 shows, entertaining over 300,000
service members and their families. This small but
vigorous program touches the lives of troops overseas,
when they most need it.

Department of Defense Dependent Schools

The Department’s educational structure supports the
educational needs of children of American military per-
sonnel and some other government related employees.
The Department’s goal is to maintain quality education
for these children. The overseas and stateside school
systems are discussed below.

DEPARTMENT OF DEFENSE DEPENDENTS
SCHOOLS OVERSEAS

Department of Defense Dependents Schools (DoDDS)
overseas will support 86,000 students in FY 1997. For
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school year 1996, schools in Europe and the Pacific
have been stabilized from the drawdown. DoDDS will
continue to strive for educational excellence by main-
taining the Seven-Year Curriculum Review sequence
and by pursuing the President’s National Education
Goals. Also, DoDDS maintains Title XIV, Dependents
Education Act, 1978, which requires the Department to
offer instruction in special, vocational, compensatory
education, and English as a Second Language.

DoDDS’ goal to minimize the effects of the drawdown
on children’s education has been extremely successful.
In spite of the reductions, DoDDS students scored 8-19
percentile points above the national average in all
Comprehensive Test of Basic Skills and American
College Test test areas over the past school year.
Although students aiready perform well above the
national norms on Standardized Achievement Tests,
DoDDS has set even more demanding targets under the
National Education Goal in the areas of mathematics
and science, as well as core studies throughout the
elementary and secondary grades.

DoDDS has maintained a quality educational program
in the past with enhancements such as Distance Educa-
tion, Foreign Language Immersion, Reading Recovery
(a program to help children-at-risk learn to read), and
Advancement Via Individual Determination (a college
preparatory program for students who come from back-
grounds most underrepresented in four-year colleges
and universities). DoDDS has also offered a test bed for
applications of advanced technology, including the use
of the Defense Simulation Internet. DoDDS now serves
all preschool children between the ages of 3-5 with
disabilities under the provisions of the Individuals with
Disabilities Education Act.

In support of the children and youth of service members
in Bosnia and Herzegovina, dependent schools overseas
are implementing assistance groups with certified
counselors, school psychologists, and social workers.
These assistance groups will counsel children and help
them cope with parents being away from home.

DEPARTMENT OF DEFENSE DOMESTIC
DEPENDENT ELEMENTARY AND
SECONDARY SCHOOLS

The Department of Defense Domestic Dependent
Elementary and Secondary Schools (DDESS) program,
formerly referred to as Section 6 Schools, was
reauthorized in the National Defense Authorization Act
for FY 1995. These schools provide education to
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approximately 33,000 eligible dependents residing on
16 military installations in the continental United States
and in Puerto Rico. The schools have locally elected
school boards that participate in the development and
oversight of policies, procedures, and programs.
Current educational initiatives related to the National
Education Goals include special projects to support a
high degree of parental participation in child develop-
ment, preschool, and early childhood development
programs. Other resources range from advanced place-
ment courses to special instructional models and strate-
gies designed to help students learn. This program also
has oversight responsibility and fiscal support of eight
special contractual arrangements with local educational
agencies in five states and Guam, serving an additional
6,000 students.

Every American child deserves a quality education,
including the children of military service members.
Department schools must allow the children of
servicemen and women access to a school system that
will deliver an education program equal to the best
public school systems in CONUS, and one that will
prepare students to compete in a global economy.

Chaplain Services

Chaplain services exist first and foremost to provide
religious ministry and ensure the constitutionally
mandated free exercise of religion within the military.
They are a mission essential key to readiness, linking
service members, their families, and support services
throughout the Department. Military chaplains provide
for the religious and spiritual needs of deployed service
members worldwide; they extend pastoral care to
family members who remain at home; and they offer
professional assistance, including confidentiality, to all.
Chaplains serve as liaisons with Family Centers,
Family Advocacy, and other military relief programs.
They also work with outside organizations such as the
American Red Cross and drug and alcohol rehabili-
tation centers. The specialized ministries of military
chaplains are integral to the readiness, health, and well-
being of U.S. military personnel and their families.

Transition Support and Services

The consideration and assistance given to over 300,000
service members and their families who return to

civilian life each year remain priorities for the Depart-
ment. These veterans are a tremendously talented pool
of employees — 99 percent have high school diplomas;
22 percent have some college credit; and approximately
19 percent have at least one college degree. Operation
Transition’s goal is to prepare service members and their
families to make a successful transition to civilian life.
Transition Assistance Programs save the Department as
much as $150 million per year in unemployment
insurance costs.

Each Service, in conjunction with DoD, the Depart-
ments of Labor (DoL) and Veterans Affairs (VA), and
state employment service agencies, has initiated
innovative transition programs. During FY 1994,
service members made 724,964 visits to transition
offices for pre-separation counseling and employment
assistance. Within the United States, DoL and VA also
provide employment assistance workshops at 204
selected bases. In FY 1994, 163,044 service members
and spouses participated in 3,686 workshops. In one
outstanding example of seamless government, DoD,
DoL, and VA implemented the Service Members
Occupational Conversion and Training Act to address
the needs of unemployed veterans, particularly those
whose military skills do not readily translate to civilian
jobs. As of November 1994, VA processed 58,235
training applications and 8,388 eligible veterans were
placed in job training under this program. Also, a new
program, administered jointly by DoD and the
Department of Justice in 1995, promoted the entry of
qualified service members into law enforcement.

Automated systems are a vital part of DoD transition
programs. The Defense Outplacement Referral System
(DORS) is a resume data base and referral system
linking private sector employers to departing service
members and spouses. In FY 1994, there were 7,980
employers and over 60,000 personnel registered in
PORS. Since December 1991, 730,078 resumes have
been sent to employers. The Transition Bulletin Board
(TBB) allows employers to list job openings at military
installations worldwide. In September 1994, TBB
listed 9,693 want ads, business opportunities, and
federal jobs. The Verification Document (DD Form
2586) translates service members’ military skills and
training into civilian terms. The public and community
service registry, established in June 1994, contains
information on organizations desiring to hire veterans.
So far, 125 organizations are registered, with hundreds



Part IT Pursuing Defense Initiatives
QUALITY OF LIFE

being researched for inclusion. Since June 1994,
69,751 separating personnel have registered.

DoD also provides additional benefits for involuntarily
separated military members and their families, and to
certain voluntary separatees. Examples include ex-
tended health care and extended commissary and
exchange privileges.

Troops to Teachers Program

Troops to Teachers is a teacher and teacher’s aide place-
ment assistance program designed to assist separated
service members, DoD and Department of Energy
civilians, and certain defense contractor employees in
becoming certified and employed in the teaching
profession. The program is designed to help improve
the quality of public school education by injecting the
talent, skills, and experience of dedicated veterans into
schools serving a concentration of students from low
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income families. DoD received 10,684 applications for
this program and began placing departing service
members in teaching positions over the past summer.
Currently, over 857 individuals are teaching in school
districts across the country; 1,488 selectees are in train-
ing in 35 states. One-third of participants are minorities,
and one-half have a background in mathematics and
science.

CONCLUSION

Secretary Perry has made quality of life one of his
highest priorities. A standard of living that demon-
strates the value the nation places on those who defend
its freedoms is critical to recruiting and retaining a high
quality, well-trained, and motivated force. The
improvements planned for quality of life reach out to
each and every service member. They represent an
enormous commitment to people — the foundation of
military readiness.
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INTRODUCTION

The debate on the roles and missions of the U.S. armed
forces predates the creation of this Department.
However, recent developments, including a rapidly
changing national security environment and growing
pressures to reduce the defense budget, have lent
renewed urgency to finding solutions for roles and
missions concerns. The creation of the independent
Commission on Roles and Missions of the Armed
Forces (CORM) in early 1994 represented the latest
effort to address these issues. This commission
delivered its final report, Directions for Defense, to the
Department of Defense and Congress in May 1995.

The Commission’s contributions to the long-lived roles
and missions debate were significant: it argued that the
terms of the roles and missions debate should be
focused on the needs of the commanders in chief
(CINCs), on the capability of their forces to carry out
joint operations, and on many of the Department’s
support activities — not on the capabilities of the
individual Services. This led the CORM to propose
several measures to increase the effectiveness of joint
military operations, and in so doing, challenged the
Department to move beyond the reforms of the
Goldwater-Nichols legislation, now a decade old. The
Commission also recommended that the Department of
Defense implement more vigorously “the long-standing
national policy of relying primarily on the private sector
for services that need not be performed by the govern-
ment” and reengineer the remaining DoD support
organizations.

In addition to recasting the roles and missions debate in
more meaningful terms and suggesting a major change
in the conduct of support activities, the CORM also
offered a comprehensive set of more than 100 specific
recommendations. The Department’s evaluation of
these recommendations — consistent with the
imperatives to maintain readiness, enhance joint
military capabilities, sustain needed force structure, and
ensure U.S. forces are modernized — revealed
substantial congruence between the broad thrusts of the
CORM'’s proposed reforms and actions already
underway within DoD. Not surprisingly, the Depart-
ment accepted approximately two-thirds of the Com-
mission’s specific proposals for implementation and,
except for a few which were rejected, asked individual
organizations or task forces to study and develop
specific recommendations regarding the remaining
initiatives.
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To oversee the implementation of key CORM recom-
mendations accepted by the Department and to ensure
that DoD maintains a high-level focus on future study
of most of the other recommendations, Secretary Perry
created the Roles and Missions Senior Advisory Group
(SAG). The SAG is chaired by the Deputy Secretary of
Defense and is composed of the Under Secretaries of
Defense, Vice Chairman of the Joint Chiefs of Staff,
Under Secretaries of the Military Departments, Vice
Chiefs of Staff of the Services, and senior repre-
sentatives from the Office of the Secretary of Defense
(OSD). Under the SAG’s supervision, the Department
has already made significant progress in acting on key
recommendations affecting readiness, joint operations,
force structure, and modernization. During the first half
of 1996, significantly more progress is expected.

The following represents the first of three progress
reports that will chart the Department’s implementation
of the Commission’s findings. Other progress reports
will follow at the end of the summer of 1996 and in the
1997 Annual Report to the President and the Congress.

MAINTAINING READINESS AND
ENHANCING JOINT MILITARY
CAPABILITIES

The Commission report and the Department’s subse-
quent actions highlight the critical importance of main-
taining combat readiness and enhancing joint opera-
tions. Considerable progress has been made in this area
since the Commission report was completed. Most
notably, in recent weeks the Chairman of the Joint
Chief's of Staff finalized his operational vision for future
joint operations, Joint Vision 2010. The Department
has also acted on the Commission’s recommendation to
increase funding for the Joint Warfighting Center in
Norfolk, Virginia, in order to enhance the Department’s
preparations for joint operations. Funds were added in
FY 1995 and FY 1996 to upgrade the Joint Warfighting
Center’s modeling and simulation capabilities. The
Department has also responded to the CORM’s recom-
mendations to enhance joint warfighting capability by
increasing funding for the Joint Training, Analysis, and
Simulation Center and providing funds for establish-
ment of the Joint Command, Control, Commun-
ications, Computers, Intelligence, Surveillance, and
Reconnaissance (C*ISR) Battle Center. Furthermore,
the Senior Advisory Group has also endorsed recent key
Department readiness initiatives, including the prepara-
tion of the Joint Monthly Readiness Reviews by the
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Joint Staff and their presentation to the Senior
Readiness Oversight Council, to ensure a high state of
readiness for the forces assigned to the unified
commands.

Even prior to the CORM’s recommendation, the
Department had been searching for the best way to
finance contingency operations without impacting
readiness. As aresult, the FY 1997 budget will include
funds for all ongoing operations that are expected to
continue into FY 1997. The costs of FY 1996 contin-
gency operations are being addressed in reprogramming
initiatives and a supplemental budget request which,
pending congressional approval, will allow the Depart-
ment to finance these costs without diverting funds from
readiness-related activities.

The Senior Advisory Group has reviewed several cross-
Service interoperability initiatives cited by the Com-
mission. Pending the results of the Navy/Marine Corps
multipoint refueling requirements study, the Air Force
has been directed to continue the current program to
provide KC-10 and KC-135 tanker aircraft with multi-
point capability. In addition, the Air Force has been
asked to analyze and recommend a program to meet all
future joint refueling requirements. Furthermore, in
spring 1996, the Under Secretary of Defense for
Acquisition and Technology will provide the Deputy
Secretary of Defense with an assessment of U.S.
refueling interoperability with allies and coalition
partners. Later this year, the Department will consider
upgrades to the EA-6B fleet, based on an ongoing Joint
Staff-led electronic warfare mission area assessment.

In response to the Commission’s recommendation, the
Chairman of the Joint Chiefs of Staff reported on the
adequacy of joint close air support (CAS) training,
doctrine, and procedures. Based on inputs from the
CINCs and the Service Chiefs, the Chairman identified
several recent improvements in this area, noting in
particular that the Services have increased their empha-
sis on CAS in training exercises. The Joint Staff also
noted that a new joint publication has been released that
provides commonly agreed tactics and procedures for
close air support to be followed by all forces providing
and helping to employ joint CAS. The Senior Advisory
Group endorsed these recent initiatives and concluded
that joint CAS training is adequate.

Finally, on December 28, 1995, the President approved
several important changes to the Unified Command
Plan as recommended by the Chairman of the Joint
Chiefs of Staff. The Chairman agreed with the
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Commission’s recommendation to reassign geographic
areas of responsibility to allow for more effective
operations. Specifically, effective immediately, U.S.
Atlantic Command (USACOM) will make provisions
to shift the waters adjoining Central and South America
to U.S. Southern Command, and large portions of the
Arabian Sea and Indian Ocean will shift from U.S.
Pacific Command to U.S. Central Command in order to
enhance U.S. Central Command’s ability to conduct
theater-wide operations. In addition, the President has
directed the Secretary of Defense to transfer to U.S.
Southern Command, no earlier than June 1, 1997, the
Caribbean, Gulif of Mexico, and an additional portion of
the Atlantic. Consistent with the Commission’s pro-
posal to create a functional unified command focused on
joint training and force integration, the Chairman
supports continuing efforts to strengthen the recently
reorganized USACOM which has been assigned these
roles. However, he recommended deferring a decision
on the assignment of all continental U.S.-based forces
to USACOM, noting that the command has not yet
sufficiently matured in its new joint training and force
integrator roles to merit such a change.

PROVIDING NEEDED FORCE
STRUCTURE

The Department strongly endorsed the Commission’s
recommendation to conduct an assessment of all deep
attack systems to determine appropriate force size and
mix. The Office of the Secretary of Defense and the
Joint Staff, working with the Services and the unified
commanders, have initiated a comprehensive two-part
study in this area. The first part of this assessment will
identify the appropriate weapons mix and command,
control, communications, computers, and intelligence
(C*1) architecture to support timely, effective deep
attacks, as well as procedures for integrating the em-
ployment of many deep attack systems. The second part
of this assessment will investigate appropriate force
structure and delivery platform tradeoffs. The study
team’s work on part one is well underway, with initial
findings to be presented to the Senior Advisory Group
in summer 1996. Results of part two will be completed
by early 1997.

Developing a comprehensive architecture guiding the
use of C*I assets also is essential to realizing the full
potential of America’s increasingly precise forces in
modern military operations. A special Integration Task
Force (ITF) under the leadership of the Assistant
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Secretary of Defense for Command, Control, Commun-
ications, and Intelligence has been formed to develop
this backbone architecture. The Senior Advisory Group
endorsed the ITF approach in October 1995 and will
review initial results in spring 1996.

As noted by the Commission, one of the most important
ways to sustain the needed force structure is to size and
shape the Total Force to meet the military requirements
derived from the National Security Strategy and to
ensure Reserve component forces are effectively inte-
grated with the active forces across the spectrum of
military operations. A special Department task force is
reviewing the size, organization, and responsibilities of
the Reserve components. It also has been asked to
identify measures to ensure that the Reserve compo-
nents can perform to the required standards. The Army,
the Joint Staff, and OSD will each contribute to this
review by providing the results of their assessments of
different aspects of the overall issue. These inputs will
be consolidated and reviewed by the Senior Advisory
Group by spring 1996. In addition, the Secretary has
asked the Chairman to report on integration of Reserve
component forces into the CINCs’ operational plans.

Finally, DoD has already shown strong support for the
Commission’s recommendation to downsize and im-
prove the operation of the operational support airlift
(OSA) fleet. The Chairman of the Joint Chiefs of Staff
directed a study of OSA wartime requirements. This
study, completed in October 1995, determined that the
OSA wartime requirement was 391 aircraft. This vali-
dated requirement has allowed the Department to
reduce the OSA fleet by 118 aircraft. With the help of
the new Joint Air Logistics Information System (JALIS)
that is providing increased visibility into the day-to-day
use of the OSA fleet, the Commander in Chief of U.S.
Transportation Command is examining fleet manage-
ment issues. Assisted by this study, the Chairman will
make his recommendations in this area to the SAG early
in 1996.

ENSURING FORCE MODERNIZATION
AND EFFICIENT SUPPORT STRUCTURES

The Commission’s recommendations to outsource to
commercial firms many support activities — education
and training, family housing, finance and accounting,
data center operations, base infrastructure operations,
some elements of medical care, and depot maintenance,
as well as direct support of new weapon systems — are
arguably some of the most far-reaching aspects of the
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Commission’s report. A Department-wide Integrated
Process Team (IPT), chaired by the Deputy Secretary of
Defense and under the day-to-day direction of the
Assistant Secretary of Defense for Economic Security,
has been created to implement these proposals. The IPT
is seeking to identify opportunities, eliminate obstacles,
and develop and implement strategies for outsourcing
government functions without adversely impacting the
Department’s mission. It has already selected near-term
targets for outsourcing and has developed a legislative
package to support this effort. Throughout 1996, the
Department will move aggressively to increase its
outsourcing efforts.

The Commission’s proposal to streamline central logis-
tics support is closely tied to DoD’s outsourcing initia-
tives. The Department fully endorses efforts to stream-
line logistics support within existing organizational
arrangements. Most of these initiatives will be imple-
mented in concert with the outsourcing efforts.

The Under Secretary of Defense for Acquisition and
Technology recently completed an assessment of the
Commission’s recommendation to reorganize, col-
locate, and consolidate aviation acquisition organi-
zations. The Department believes it is important to sus-
tain the Base Realignment and Closure Commission’s
decisions regarding the relocation of individual Service
aviation acquisition activities. However, the Depart-
ment will pursue cross-Service consolidation of similar
program offices, as implemented in the Joint Advanced
Strike Technology program office, where appropriate.
To this end, the Under Secretary of Defense for
Acquisition and Technology will change DoD Directive
5000.1 and issue a policy memorandum to all DoD
components and agencies making consolidation and
collocation of future joint and closely related project
offices a matter of DoD policy.

The Department reviewed the merits of consolidating
the Defense Contract Audit Agency and Defense Con-
tract Management Command. The results indicated that
these two organizations would benefit more from
streamlining initiatives that result from business
process reengineering rather than consolidation. The
Inspector General, however, will continue to investigate
further streamlining and consolidation opportunities in
this area.

Finally, since the Department already permits and
endorses the use of modern commercial activity-based
cost accounting systems by defense contractors, the
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Senior Advisory Group concluded it was unnecessary to
mandate its use on an across-the-board basis.

IMPROVING DOD DECISION MAKING
PROCESSES

The Commission called for improvements in a number
of DoD decision making activities. An OSD/Joint Staff
review team, using a framework derived from the
CORM report, has developed proposals to improve the
effectiveness of the Department’s decision making
processes. Proposals accepted by the Department in-
clude a commitment to institute a Quadrennial Strategy
Review modeled after the Bottom-Up Review, targeted
for 1997, and initiating a front-end assessment process
addressing key planning, programming, and acquisition
issues. The first front-end assessments were begun in
the fall of 1995. The Department will also seek to
harness more effectively the contributions of the
Chairman’s Joint Requirements Oversight Council/
Joint Warfighting Capabilities Assessment process,
which has focused on the development of a system of
systems linking intelligence, reconnaissance, and sur-
veillance capabilities with advanced battle management
systems to guide the precise application of increasingly
lethal weapons.

The Commiission also stressed the idea of creating better
organizational incentives to reduce costs within the
Department. The Under Secretary of Defense for
Acquisition and Technology and the Under Secretary of
Defense (Comptroller), working with the military
departments, have examined new approaches to creat-
ing incentives for achieving greater savings and
efficiencies for all components within the resource
allocation process and for program managers within the
acquisition process — a macro and micro approach.
The goal of these approaches is to seek opportunities to
reduce costs because all participants will have the
opportunity to share in the associated budget savings.

Finally, Secretary Perry has received advice from the
Service Secretaries in response to the CORM’s recom-
mendation to streamline the military departments and
reduce political appointees within the Secretariat staffs.
This advice was presented to the Senior Advisory
Group for consideration, and the Deputy Secretary has
issued additional guidance to the military departments
to act on these important recommendations. At a mini-
mum, the Deputy Secretary has asked the military
departments to provide recommendations on the
possible consolidation or streamlining of personnel,



Part II Pursuing Defense Initiatives
THE COMMISSION ON ROLES AND MISSIONS

environmental, and legal functions. The Department is
also continuing to explore other ways to improve over-
all DoD management, including establishment of a
Capstone course to orient political appointees to the
Department and creation of boards of directors to
improve the management of defense agencies.

The Department is confident that, with the support of
Congress where needed, these actions as well as the
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implementation of additional CORM proposals will
improve DoD'’s abilities to maintain readiness, enhance
joint military capabilities, sustain needed force struc-
ture, and ensure U.S. forces are the most modern in the
world. A concerted effort to incorporate the Com-
mission’s recommendations into mainstream DoD
activities will remain one of the Department’s major
goals for the coming year.
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INTRODUCTION

In December 1993, pursuant to Presidential Directive,
the Secretary of Defense launched the Department’s
Counterproliferation Initiative. This initiative was
undertaken in light of the growing threats to U.S.
security and national interests posed by the proliferation
of nuclear, biological, and chemical (NBC) weapons
and their means of delivery. In many of the world’s
regions where the United States is likely to deploy
forces — Northeast Asia, the Persian Guif, and the
Middle East — potential adversaries are pursuing the
development or acquisition of NBC weapons. The
American experience in the Gulf War made manifest the
implications of NBC proliferation for defense planning.
For DoD to do its job in the post-Cold War era, it must
take seriously the potential NBC dimension of future
conflicts. U.S. forces must be properly trained and
equipped for all potential missions, including those in
which opponents might threaten or use NBC weapons.
The Defense Counterproliferation Initiative is designed
to meet these challenges.

The primary goal of U.S. policy is to prevent NBC
proliferation from occurring in the first place. The
Department’s activities contribute in many ways to
achieving this goal. Military preparations for opera-
tions in an NBC environment make clear that threats or
use of NBC weapons will not deter the United States
from applying its military power in important regions.
Effective capabilities to counter proliferation devalue
the potential political and military benefits of NBC
weapons for a would-be proliferant. In addition, capa-
bilities developed for the battlefield to deal with NBC
proliferation — especially intelligence, surveillance,
reconnaissance means — can be brought to bear in
support of international regimes, export controls, and
other international monitoring efforts to prevent the
spread of NBC weapons and related technologies.

IMPLEMENTING THE COUNTER-
PROLIFERATION INITIATIVE

Over the past year, the Department achieved significant
progress toward fully integrating counterproliferation
issues into its mission, including military planning,
acquisition, budgeting, intelligence, international coop-
eration, and support to arms and export control regimes.
Activities have built upon the formal policy guidance
issued by the Secretary of Defense in May 1994 and the
follow-on guidance contained in internal planning and
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programming documents. These documents have been
revised to reflect the Department’s role in the entire
spectrum of U.S. government activities related to NBC
proliferation — from supporting diplomatic efforts to
prevent or contain proliferation to protecting the United
States and its friends and allies, and their military
forces, from NBC attacks should they occur.

The Department’s current focus on the integration and
implementation of DoD counterproliferation policy is a
sign of the maturity of the initiative. Similarly, the fact
that DoD is now grappling with specific military
planning issues demonstrates that the Department has
moved well beyond questions of broad policy to
determining the most effective measures to achieve its
objectives. Maintaining the current momentum and
direction of the counterproliferation initiative thus
becomes a top priority.

Assigning Responsibilities for
Counterproliferation Missions

One of the most important steps taken last year toward
fully integrating counterproliferation into the functions
of the Department was the completion of the Chairman
of the Joint Chiefs of Staff (CJCS) Counterproliferation
Missions and Functions Study, which gave the
geographic commanders in chiefs (CINCs) principal
responsibility for the counterproliferation mission. The
Unified Command Plan has been revised to reflect this
new role for the geographic CINCs and directs that
operational planning address the military challenges
posed by NBC proliferation. In mid-1996, the the Roles
and Missions Senior Advisory Group will review,
among other items, the Joint Staff’s provisions to ensure
that counterproliferation planning is addressed in the
CINCs’ operational plans.

Developing Integrated Force Requirements
for Counterproliferation

The Department has also worked to ensure that the
views of the regional commanders are fully factored
into assessments of what capabilities are needed to
support counterproliferation. Making use of the Joint
Warfighting Capabilities Assessment (JWCA) process,
which was established by the Vice Chairman of the Joint
Chiefs of Staff to prioritize CINC requirements in
specific functional/mission areas, the Department
created a Deterrence/Counterproliferation JWCA team
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to identify CINC counterproliferation priorities. This
JWCA team developed a list of 14 priorities:

®  Detect and characterize biological weapons (BW)/
chemical weapons (CW) agents.

® Intercept cruise missiles.

®  Defeat underground targets.

®  Characterize and identify underground targets.
® Collect and analyze intelligence.

®  Passive defense enabling operations.

®  Support for operations in NBC environment.
¥ Production of BW vaccine.

® Plan and target above-ground infrastructure.
®  Agent defeat.

® Detect and track shipments.

" Prompt mobile target kill.

®  Support for special operations forces.

" Locate, detect, and disarm weapons of mass de-
struction (WMD) in the continental United States
and overseas.

These results have provided an important basis for this
year’s budget request and, in particular, the Counter-
proliferation Support Program.

The Department’s effort to counter proliferation threats
is not limited, however, to identifying needed military
hardware. An equally important part of the job is to
adapt joint doctrine, planning, training, and exercise
policies in light of the operational implications of the
threat or use of NBC weapons. The regional commands
are now working with Joint Staff and civilian counter-
parts to assess more fully how regional proliferation
risks may affect doctrine and military operations in a
theater. A more thorough understanding of how accom-
plishing routine military tasks may be affected by the
presence of NBC weapons and associated delivery
vehicles will, in turn, help DoD better define hardware
requirements and the proper emphasis to be placed on
various capabilities, including theater missile defenses
(TMD), passive defenses, counterforce, and command,
control, communications, and intelligence (C31).
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The Department has also made extensive use of war-
games and related activities in 1995 to build a common
understanding among the military community about
warfighting issues associated with NBC proliferation.
Hundreds of U.S. (and some allied) civilian and military
personnel participated in Global 95, a wargame spon-
sored by the U.S. Naval War College that featured
prominently the military issues arising from chemical
and biological weapons use in a major regional conflict.
Nimble Dancer, a CJCS-sponsored wargame, addressed
similar questions. The Center for Counterproliferation
Research at the National Defense University is also
examining how doctrine and military operations might
be adapted to address these challenges.

Reviewing Technologies to Respond
to Proliferation Risks

The National Defense Authorization Act for FY 1995
established the Counterproliferation Program Review
Committee (CPRC) to identify and review existing and
proposed technologies for nonproliferation and
counterproliferation. The CPRC, based on its mandate,
focuses on programs underway or proposed by DoD, the
Department of Energy (DoE), and the Intelligence
Community. The CPRC establishes priorities and
makes recommendations for programs designed to
address risks posed by NBC proliferation. Part of the
CPRC progress is the preparation of a comprehensive
annual report which details the ongoing counterpro-
liferation efforts across the Services and agencies. The
May 1995 CPRC Report represents the most complete
and recent accounting of counterproliferation and
related activities within DoD, DoE, and the Intelligence
Community.

Establishing Core DoD Programs — The
Counterproliferation (CP) Support Program

The Department has a large number and variety of pro-
grams currently planned that are either directly part of
counterproliferation or are strongly related. The CP
Support Program is a significant part of DoD’s overall
program of acquisition and research and development to
counter the spread of NBC weapons and their delivery
means. The CP Support Program has several important
mandates, including to:
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®  Address major shortfalls in deployed capabilities.

®  Leverage existing capabilities by accelerating on-
going programs.

® Enhance the development of high-payoff tech-
nologies.

While the program is only a year old, early successes
have been achieved. The CP Support Program’s fund-
ing has allowed for the deployment of much needed
capabilities to Service/CINC users and accelerating the
development of key technologies that address short-
falls.

Highlights of the CP Support Program

The various technology and acquisition projects sup-
ported by the CP Support Program are divided into five
general mission areas. The following section highlights
present and future efforts in each of these areas, drawing
specific attention to capabilities already deployed or
accelerated.

PREVENTION

The focus in this area is on developing intelligence-
gathering systems for the military to support the U.S.
national security goal of preventing NBC proliferation
in the first place. For example, DoD has deployed the
specific emitter identifier (SEI), a capability that
enables the identification and tracking of ships at sea
that may be carrying NBC-related cargoes. The first
SEI hardware was delivered to the Navy for use on
patrol aircraft in the Middle East six months ahead of
schedule.

PASSIVE DEFENSE

Current CP Support Program funding supports Defense
Advanced Research Projects Agency, Army, Navy, and
Marine Corps efforts that include the development of
long- and short-range standoff biological detectors,
point bio-detectors, a Surface Acoustic Wave chemical
detector, and individual and collective protection equip-
ment. Important programs that have been significantly
accelerated by the CP Support Program include:

® Long-Range Biological Stand-Off Detector Sys-
tem (LR-BSDS). LR-BSDS is a helicopter-based
detector that can detect aerosol clouds to provide
long-range warning of the use of chemical and
biological weapons. CP Support Program funding
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has accelerated the full fielding of the LR-BSDS by
six years.

=  Joint Service Lightweight Suit Technology
(JSLIST). The JSLIST program is developing and
fielding improved chemical protection suits that
represent a substantial improvement over the exist-
ing generation of equipment. The program has been
accelerated by two years and is currently in warm
climate operational testing.

Potential future passive defense enhancement includes
remote detection of chemical aerosols through multi/
hyper-spectral sensors and exploration of innovative
bio-detection technologies.

ACTIVE DEFENSE

Theater missile defense is an essential element of DoD’s
approach to countering risks posed by NBC weapons
delivered by cruise and ballistic missiles. The U.S.
theater missile defense program is managed and funded
by the Ballistic Missile Defense Organization (BMDO).
From a counterproliferation perspective, boost phase
defense is critical to defending against NBC-armed
ballistic missiles. As described in Part IV, the current
program is focused on defense against ballistic missiles.
The program calls for near-term improvements to
existing systems, development of a new core set of
TMD capabilities, and exploration of Advanced Con-
cept Technology Demonstrations (ACTD) and other
risk reduction activities to complement the core pro-
grams.

COUNTERFORCE

The counterforce effort consists of a cluster of programs
to identify, characterize, and neutralize above-ground
hardened or underground NBC-related facilities such as
factories, laboratories, and storage sites. In addition, the
ability to predict accurately and mitigate the collateral
effects of U.S. strikes on NBC facilities forms a core of
DoD’s counterforce capability.  Collateral effects
prediction software and hardware are being developed
by DNA and the first set of predictive tools has been
delivered to the U.S. European Command. An impor-
tant area of work focuses on the Counterproliferation
ACTD. The ACTD will allow the operational com-
munity to evaluate emerging capabilities to defeat or
eliminate an opponent’s NBC weapons, while min-
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imizing collateral damage in doing so. This project
demonstrates the Department’s efforts to bring together
the acquisition and operational communities, with the
theater commander, to develop jointly a strategy and
concept of operations for addressing the challenges
posed by NBC proliferation. In FY 1997, the CP Sup-
port Program intends to expand counterforce efforts to
include detection and defeat of critical mobile targets
(such as Scud missile launchers) as well as the
destruction of nuclear weapons infrastructure.

COVERT/TERRORIST NBC THREATS

Present CP Support Program efforts include the pre-
positioning of NBC-related explosive ordinance
disposal (EOD) equipment for counterterrorist use,
advanced technology to counter covert NBC threats,
and supporting operations plans and training exercises
related to NBC incidents. Especially significant
progress has been made in the EOD area — through the
CP Support Program, nuclear EOD equipment has been
deployed to several sites in the United States and over-
seas to heighten readiness and reduce response times in
dealing with potential threats. The first additional set of
nuclear EOD equipment has been shipped to the
European theater for prepositioned forward storage.

Improving Intelligence Support
for Counterproliferation

The U.S. Intelligence Community, with a leading role
played by the Defense Intelligence Agency (DIA), is
improving its ability to provide DoD leaders the
detailed information necessary to support efforts to
discourage NBC acquisition, to deter the threat or use
of NBC weapons by a proliferant, and to protect against
potential NBC attacks on the United States, U.S. forces,
and U.S. friends or allies. A high priority is being
placed on assessing the intentions, programs, opera-
tional practices, and supporting infrastructure of coun-
tries of concern such as Iran, Iraq, Libya, and North
Korea, as well as countries who are also of concern as
suppliers (like North Korea). This underwrites DoD
prevention efforts and provides a basis for military force
structure development. Greater attention is also being
given to operational intelligence (such as the location
and characterization of NBC facilities, target vulner-
ability, early warning tracking data) and its timely
dissemination, both of which are critical for planning
defenses and responses to NBC threats.
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Cooperating with International Partners in
Addressing Shared Risks

The Department is continuing to work with America’s
long-standing allies in Europe and in the Pacific region
to develop common approaches on counterprolifera-
tion. Notably, the Department played the leading role
in moving counterproliferation to the top of NATO’s
agenda.

The NATO Senior Defense Group on Proliferation
(DGP), co-chaired by the United States and a European
ally (currently the United Kingdom), was established in
1994 to determine the range of alliance and national
capabilities needed in light of proliferation risks. In
November 1995, the DGP presented its key findings to
NATO defense and foreign ministers. It stressed the
importance of developing a core, integrative set of
capabilities (including doctrine and training) that
provided a basis for continuing capability enhance-
ments and force improvements as proliferation risks
evolve. This core set of capabilities includes:

®  Strategic and operational intelligence, including
early warning data.

= Automated and deployable command, control, and
communications.

= Continuous, wide-area ground surveillance.

s Standoff and point BW/CW detection, identift-
cation, and warning.

=  Extended air defenses, including theater ballistic
missile (TBM) defense for deployed forces.

=  NBC individual protective equipment for ground
forces.

In many of these areas, NATO already has, or is on the
way to developing, the requisite capabilities. DGP
findings are intended to give impetus and added
rationale for fielding such capabilities, as well as to
demonstrate how supplementing this nucleus of capa-
bilities with other means — including layered defenses
against TBM attack, special munitions for NBC agent
defeat and hardened NBC targets, computer modeling
and simulation, and medical countermeasures — would
strengthen the alliance’s overall ability to discourage
NBC proliferation, deter the threat of use of NBC
weapons, and protect against NBC attacks.
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In the Pacific region, U.S. friends and allies have also
recognized the growing security risks posed by pro-
liferation. DoD has collective defense arrangements
with many in the region, and conducts combined
operations with their militaries. Some Pacific partners
have also participated in — and will likely do so in the
future — international coalition operations in which the
presence of NBC weapons has been a factor. For these
reasons, DoD has been working with such key allies as
Japan and Australia to forge common approaches to
improving military capabilities and doctrine in the face
of NBC risks.

These international activities demonstrate that the
United States is not alone in its concerns for the defense
dimension of proliferation. The Department remains
committed to building international partnerships with
allies and friends whose security and national interests
are threatened by NBC proliferation.

STRENGTHENING INTERNATIONAL
NONPROLIFERATION NORMS

Indefinitely Extending the Nuclear
Non-Proliferation Treaty

The 1968 Treaty on the Non-Proliferation of Nuclear
Weapons (NPT) established certain obligations for both
nuclear weapons states and non-nuclear weapons states
regarding the transfer, manufacture, or acquisition of
nuclear weapons or other nuclear explosive devices.
The Treaty mandated a review and extension con-
ference, which was held in April-May 1995, at which
time the parties agreed to extend the NPT indefinitely
and unconditionally. As in previous preparatory meet-
ings, DoD representatives played a strong role in the
extension conference. The decision to extend the NPT
indefinitely is accompanied by a commitment to NPT
Principles and Objectives which includes a call for
Treaty universality, transparency in export controls, and
a strengthened NPT review process.

Negotiating a Comprehensive Test Ban Treaty

The President has directed the U.S. government seek to
conclude negotiations in the Conference on Disarm-
ament on a zero-yield Comprehensive Test Ban Treaty
(CTBT) by April 1996, to report the treaty to the United
Nations General Assembly in the summer, and to have
the treaty ready for signature in fall 1996. A CTBT will
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strengthen the global norm against proliferation of
nuclear weapons and constrain the development and
validation of new nuclear weapons by proliferant states
and the nuclear weapons states. The United States will
continue to ensure the safety and reliability of its nuclear
weapons stockpile. DoD is a key player in developing
U.S. positions for these negotiations.

Ratifying the Chemical Weapons Convention

Opened for signature on January 13, 1995, the Chemical
Weapons Convention (CWC) currently has 159 signa-
tories and will enter into force 180 days following the
deposit of the 65th ratification with the United Nations
(47 had ratified as of March 6, 1996). The Admin-
istration has submitted the CWC to the Senate for ratifi-
cation. Since February 1993, the CWC Preparatory
Commission (PrepCom) has been meeting to complete
the details necessary to have the Organization for the
Prohibition of Chemical Weapons (OPCW) fully
operational at entry into force. DoD continues to
participate actively in the PrepCom, providing experts
on key implementation matters such as inspection
procedures, data management, and inspector training.
As mandated under the CWC, DoD will declare and
destroy the U.S. chemical weapon stockpile, as well as
the non-stockpile items (former production facilities,
training weapons, and so forth) covered by the
Convention.

Enhancing the Biological Weapons
Convention

The President has directed that the United States
promote new measures that provide increased trans-
parency of potential biological weapons-related activ-
ities and facilities in an effort to help deter violations of
and enhance compliance with the 1972 Biological
Weapons Convention (BWC). DoD participates in the
U.S. delegation to the BWC Ad Hoc Group mandated
by the September 1994 Special Conference and plays an
important role in U.S. efforts to develop off-site and
on-site measures for consideration by the Group. The
United States strongly supports the development of a
legally-binding protocol of such measures to strengthen
the BWC.
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ENHANCING TECHNOLOGY SECURITY
AND EXPORT CONTROLS

America’s military technological advantage is a critical
force multiplier that serves to deter aggression and,
where deterrence fails, enables U.S. forces to fight and
win with minimum casualties. The central purpose of
DoD’s technology security program is to preserve this
important advantage by preventing the transfer of
dangerous arms and dual-use technologies to countries
that pose a threat to international security. Likewise, the
program ensures that when such goods are transferred,
it is done in a prudent and responsible manner that
neither endangers national interests nor compromises
U.S. military superiority.

Of necessity, DoD’s technology security program is
multifaceted, incorporating both arms as well as dual-
use goods and technologies. Export controls — both
national as well as international — play an important
role in this process. While it remains U.S. policy to
prohibit and curtail the proliferation of NBC tech-
nologies, the United States recognizes that the sale and
export of conventional weapons and associated tech-
nologies is not inherently threatening or destabilizing.
In fact, many such transfers support legitimate defense
requirements of allies and friends, promote burden-
sharing, and increase interoperability with U.S. forces.
Such exports also serve to maintain a strong and respon-
sive U.S. defense industrial base.

A number of important enhancements to DoD’s tech-
nology security program have taken place during the
past year. The Administration has promulgated a com-
prehensive Conventional Arms Transfer policy. DoD
played a central role in developing the Presidential
Decision Directive, which establishes clear guidelines
and specific factors to be considered before arms trans-
fers are approved. DoD is equally involved in analyzing
selected categories of dual-use technology, assessing
the impact on national security should such technology
be transferred, and developing appropriate policies to
guide the U.S. export review process.

For example, the Department of Defense played a key
role in establishing new U.S. export controls on high-
performance computers. DoD conducted an assessment
of national security applications for computers and
examined trends in computer technology. These find-
ings were used to design and focus controls on those
computers that are controllable and can be used in
important national security work. In the face of a rapid
advance and diffusion of computer technology
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worldwide, the revised computer controls will achieve
two objectives: first, they will continue to allow the
United States to deny access, by destinations that pose
national security and proliferation risks, to controllable
computing power needed for critical military or prolif-
eration applications; and second, they will ensure that
the superiority of the U.S. computer industrial base is
protected by controlling only the controllable, and by
not creating market niches for less responsible suppliers
by unnecessarily impeding U.S. exports.

The United States clearly recognizes that it is not the
only supplier of arms and dual-use goods and tech-
nologies. Accordingly, considerable effort is made to
harmonize U.S. export policies and practices with other
suppliers in order to make export controls more
effective and, where exports are appropriate, to ensure
a level playing field for American industry. On
December 19, 1995, the United States and 27 other
governments agreed to the establishment of a new inter-
national regime to replace the Coordinating Committee
for Multilateral Export Controls (COCOM). The new
regime is to be known as the Wassenaar Arrangement on
Export Controls for Conventional Arms and Dual-Use
Goods and Technologies. (Wassenaar is the town
outside the Hague where agreement on the new regime
was reached.) Participants have agreed to control
globally all items set forth on a basic list of dual-use
goods and technologies and on a munitions list.
Although just an initial framework that will need to be
elaborated and defined more fully, the Wassenaar
Arrangement is expected to increase transparency and
responsibility for the global market in conventional
arms and dual-use goods and technologies. Other
examples of multilateral collaboration include active
support and participation in the Missile Technology
Control Regime (MTCR), the Nuclear Suppliers’
Group (NSG), and the Australia Group.

TREATY ACTIVITIES — THREAT
REDUCTION THROUGH ARMS CONTROL

The United States is party to a number of formal agree-
ments with states of the former Soviet Union or the
former Warsaw Pact relating to the control of weapons
of mass destruction and other armaments. While these
treaties have their origins in the Cold War, they remain
important by providing legally binding mechanisms for
reducing (and in some cases eliminating) categories of
arms, as well as enhancing confidence and international
stability. The Department of Defense is responsible for
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ensuring U.S. compliance with its international arms
control obligations, and plays a key role in the develop-
ment of U.S. policies regarding treaty negotiation, rati-
fication, verification, and implementation. A unique
DoD element, the On-Site Inspection Agency (OSIA),
performs inspection, escort, and monitoring functions
associated with verification of a wide range of arms
control treaties and agreements.

START 1

The first Strategic Arms Reduction Treaty (START I),
signed in 1991, entered into force in December 1994.
This landmark treaty, originally concluded between the
United States and the Soviet Union, provided for the
first actual reductions in the superpowers’ deployed
strategic offensive arms. Following the December 1991
breakup of the Soviet Union, the states of Russia,
Belarus, Kazakstan, and Ukraine became parties with
the United States to the START 1 Treaty through the
Lisbon Protocol. In documents associated with the
signing of the Lisbon Protocol in May 1992, Belarus,
Kazakstan, and Ukraine agreed to eliminate all strategic
offensive arms from their territories within the START
seven-year reduction period and to accede to the
Nuclear Non-Proliferation Treaty (NPT) as non-nuclear
weapon states. On December 5, 1994, Ukraine formally
acceded to the NPT, as Kazakstan and Belarus had
previously done, and the five START I parties then
exchanged instruments of ratification, bringing START
I into force.

Under the terms of START I, the sides are to reduce by
December 5, 2001, their deployed accountable strategic
warheads by over 40 percent, and their accountable
strategic delivery systems by about one-third, from
1990 levels. The sides began efforts to achieve these
goals well ahead of entry into force of the Treaty, and
continued their activities related to the elimination of
ballistic missile launchers and heavy bombers through-
out 1995. By the end of 1995, over 1,500 strategic
warheads and 760 missile launchers and bombers had
been removed from START accountability in Belarus,
Kazakstan, Ukraine, and Russia. As a result of the
eliminations, the former Soviet states are already well
below the first intermediate ceiling on deployed missile
launchers and bombers and their associated warheads,
several years ahead of the required schedule. The
United States, for its part, has removed warheads and
missiles from all the missile launchers to be eliminated
under START I and has retired and moved to a central
elimination facility all heavy bombers earmarked for
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dismantlement under the Treaty. The United States has
also eliminated 700 strategic missile launchers and
heavy bombers or about 57 percent of the deployed
delivery vehicles which will be reduced under START
I, thus meeting the first START I intermediate ceiling on
launchers and accountable warheads almost three years
ahead of schedule, and the second intermediate limit on
launchers and ballistic missile warhead almost five
years early.

The entry into force of START I ushered in a verification
regime of unprecedented complexity and intrusiveness.
In addition to verification by national technical means,
data notifications, missile flight test telemetry ex-
changes, and other cooperative measures, the Treaty
provides for 12 types of on-site inspections and
exhibitions, as well as continuous on-site monitoring
activities at specified facilities. Beginning in March
1995, the Treaty parties began conducting on-site
inspections at a large number of current and former
strategic installations in the United States and former
Soviet Union. By the end of 1995, the United States had
hosted over 60 such on-site inspections at DoD facilities
by START inspectors representing the former Soviet
states. DoD representatives also played key roles on
U.S. delegations during meetings of the START Joint
Compliance and Inspection Commission (JCIC). The
JCIC, convened periodically in Geneva, provides a
forum for the five START parties to discuss issues
relating to compliance with START obligations and
agree on practical measures to improve the Treaty’s
viability and effectiveness.

START II

The START I Treaty set the stage for a subsequent
agreement between Russia and the United States further
reducing strategic offensive arms, known as START II.
This Treaty, signed by President Bush and President
Yeltsin in January 1993, provides for the elimination, by
January 1, 2003, of the most destabilizing category of
strategic weapons — heavy and all other interconti-
nental ballistic missiles (ICBMs) equipped with multi-
ple, independently-targeted reentry vehicles (MIRVs)
— and will result in the reduction of deployed strategic
warheads to no more than 3,500 on each side, approxi-
mately one-third of pre-START levels. With the
Senate’s vote to ratify START II, the United States now
hopes for early action by the Russian legislature to
approve the treaty. DoD has worked closely with other
agencies in encouraging members of the Russian State
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Duma and Federation Council to vote in favor of
START I ratification. The Administration looks for-
ward to exchanging instruments of ratification of
START II as soon as possible, after which the parties
will proceed to deactivate strategic systems to be
reduced under the Treaty under the terms of a joint
statement issued by President Clinton and President
Yeltsin in September 1994. The Department of Defense
will take a lead role in establishing the schedule and
method used for implementing these strategic force
deactivations after START II enters into force.

Intermediate- and Shorter-Range Nuclear
Forces

The Treaty on Elimination of Intermediate-Range and
Shorter-Range Missiles, commonly referred to as the
INF Treaty, signed by the United States and the Soviet
Union in 1987, entered into force in 1988. It required
the elimination of ground-launched ballistic and cruise
missiles with ranges between 500 and 5,500 kilometers.
All such declared missiles were eliminated by mid-
1991. The INF Treaty is of unlimited duration, prohib-
iting production and possession of missiles subject to its
terms. Its inspection regime, consisting of short-notice
inspections at former INF facilities and continuous
portal monitoring of certain missile production facil-
ities, remains in force. DoD officials are key partici-
pants in these inspection and monitoring activities, and
take part in the INF Special Verification Commission
(SV(), at which the United States, Russia, Belarus,
Kazakstan, and Ukraine meet to discuss and resolve
Treaty implementation and compliance issues. During
1995, DoD representatives were heavily involved in
negotiations with the Russian Federation to develop
procedures for continuous monitoring of new ballistic
missile production at the Votkinsk Machine Building
Plant.

Anti-Ballistic Missile (ABM) Treaty

Successive administrations have supported the con-
tinued viability of the ABM Treaty as important to
preserve and enhance U.S. national security. As a cor-
nerstone of strategic stability, the Treaty has made an
important contribution to the extraordinary progress in
reducing strategic offensive arms. Although the ABM
Treaty does not address TMD systems per se, it does
require that non-ABM components (which would
include TMD) not be given capability to counter
strategic ballistic missiles and not be tested in an ABM
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mode. The Administration believes that clarification of
the distinction between ABM systems, which are
limited by the ABM Treaty, and non-ABM systems,
which are not so limited, is necessary. The Admin-
istration further believes that such a clarification should
be pursued through negotiations with Russia and any
other New Independent States that choose to be parties
to the Treaty as successors to the USSR. An agreement
that clarifies the distinction between ABM and other
ballistic missile defense systems will help to ensure the
continued viability and effectiveness of the ABM
Treaty as the United States pursues development and
deployment of effective TMD systems for the protec-
tion of its forces overseas, allies, and friends.

ABM Treaty compliance is not imposing any con-
straints on the planned capabilities of the TMD systems
the United States is pursuing. The Department has con-
cluded — and reported to Congress separately — that
the third upgrade to Patriot Advanced Capability
(PAC-3), the Navy Lower Tier, the Navy Upper Tier,
and the Theater High Altitude Area Defense (THAAD)
demonstration/validation flight test program as cur-
rently designed and planned, will be compliant with the
ABM Treaty.

Conventional Armed Forces in Europe Treaty

The Treaty on Conventional Armed Forces in Europe
(CFE), signed in November 1990, entered into force in
November 1992. The Department of Defense continues
to play a very active role in the verification and com-
pliance activities associated with the CFE Treaty. These
efforts are necessary to realize the Treaty’s contribution
to stability through reducing levels of conventional
armaments throughout Europe and ensuring that there
can be no destabilizing concentrations of forces in the
region. The Treaty reached a milestone date in
November 1995, when all 30 parties were required to
achieve their mandated levels of equipment holdings.
Toward this goal, over 50,000 pieces of military hard-
ware were destroyed. In 1995, the On-Site Inspection
Agency participated in over 60 inspections under the
Treaty in states of the former Warsaw Pact and escorted
foreign teams during eight inspections of U.S. forces in
Europe. The Treaty is now in the 120-day residual level
validation period of on-site inspections to confirm
notified equipment holdings.

NATO allies have also been working to address con-
cerns expressed by Russia and some other Treaty parties
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regarding the limits on equipment located in the flank
area of the CFE zone of application. The United States
and NATO have conducted intensive discussions with
Russia and other parties about the importance of resolv-
ing their concerns in a manner that preserves the CFE
Treaty and results in no diminution of the security of any
Party to the CFE Treaty. On November 17, 1995, in
Vienna, all 30 parties to the Treaty reached agreement
on the makeup of a flanks solution, including a map
realignment, an equipment withdrawal schedule, and
constraints on forces in the realigned areas. Discussions
to conclude the details of an agreement are continuing.

Open Skies Treaty

DoD is continuing preparations for implementation of
the Open Skies Treaty, signed in March 1992. The
Treaty will permit participating states to overfly other
parties and collect photographic and other specified
data, thereby strengthening stability and cooperative
security though increased openness and transparency.
The U.S. Open Skies aircraft, operated by the USAF and
staffed by OSIA, has participated in 12 trial flights in
1995, including four with foreign participants. The
treaty is awaiting ratification by Russia, Ukraine, and
Belarus to enter into force.

The On-Site Inspection Agency

The On-Site Inspection Agency is a joint-Service
defense agency tasked with ensuring U.S. readiness for
and implementation of inspection, escort, and moni-
toring activities related to verification provisions of
several conventional and strategic arms control treaties
and agreements. Tracing its inception to the Inter-
mediate-Range Nuclear Forces (INF) Treaty, OSIA
began operations in January 1988 in response to a
Presidential directive. OSIA drew on various U.S.
government agencies for expertise to provide inspec-
tion, escort, and monitoring teams comprised of team
chiefs, weapons specialists, linguists, technical experts,
and as needed, policy experts to implement the INF
Treaty’s inspection regime.

In 1990, the OSIA charter was expanded twice. The
first change included responsibility for operational
planning and preparation for implementation of on-site
inspection provisions under the CFE Treaty, START,
the Chemical Weapons Agreements, and the Nuclear
Testing Treaties — the Threshold Test Ban and Peaceful
Nuclear Explosions Treaties. Later that year, President
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Bush assigned overall management and support of
in-country nuclear test monitoring to OSIA. Agency
experts continue to prepare for the inspection provisions
of the START II Treaty and the Open Skies Treaty, as
well as conduct the audit and examination provisions of
the implementing agreements under the Nunn-Lugar
Cooperative Threat Reduction (CTR) Program. The
OSIA teams record the quantities and use of equipment
provided to the former Soviet Union states to support
nuclear arms dismantlement efforts. OSIA also pro-
vides technical insight, based on its extensive opera-
tional expertise and experience, in the appropriate fora
during treaty negotiations.

During the 120-day baseline inspection period for
START I that began last March, OSIA teams conducted
74 missions at 72 sites in the four former republics of the
Soviet Union — Russia, Ukraine, Belarus, and
Kazakstan — where strategic offensive arms are
located. The European Operations Command, an OSIA
component at Rhein-Main Air Base in Germany, con-
ducts inspections and escort and liaison missions under
the CFE Treaty; inspections and escort missions under
Confidence- and Security-Building Measures such as
the Vienna Document 1994; and escort missions for the
INF Treaty.

OSIA also serves as Executive Agent for DoD support
to the United Nations Special Commission (UNSCOM)
on Iraq, fulfilling Security Council Resolutions 687 and
715. In this capacity, the Agency tasks, as needed,
departmental components for procurement or provision
of DoD equipment, services, manpower, and facilities
to further UNSCOM goals.

The Defense Treaty Inspection Readiness Program
(DTIRP), a security and countermeasures program
under the auspices of the Office of the Assistant
Secretary of Defense for Command, Control, Com-
munications, and Intelligence, is run on a day-to-day
basis by the OSIA Security Office. AsExecutive Agent
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for DTIRP, OSIA works closely with its peers in U.S.
industrial facilities and at military installations targeted
for on-site inspections. Agency technicians, trained in
arms control security awareness techniques, develop
site-specific procedures that help ensure foreign inspec-
tion team access does not result in the loss of proprietary
of sensitive information.

OSIA personnel plan for implementation and will
escort inspection teams to DoD CW storage, former
production, research and development, and demili-
tarization facilities in accordance with the provisions of
both the CWC and Bilateral Destruction Agreement.
Agency officials assist other DoD activities with CW
implementation readiness planning, to include conduct-
ing mock inspections at DoD facilities. OSIA also
provides escort and interpreter support to the DoD pro-
gram aimed at establishing a viable Russian CW
destruction program under the CTR Program.

Four Arms Control Implementation Units (ACIUs),
established by OSIA, serve as forward posts for arms
control and defense-related functions and provide vital
liaison functions with U.S. embassies in Moscow, Kiev,
Minsk, and Almaty. These units also provide support
for the CTR Program.

CONCLUSION

By means of the Counterproliferation Initiative and key
involvement with implementing and verifying arms
control treaties and agreements, DoD is focused
squarely on the challenge of reducing the dangers from
weapons of mass destruction and improving inter-
national stability and security, while maintaining capa-
bilities to respond to any threat. The Department’s
aggressive leadership in counterproliferation and threat
reduction, manifest through numerous concrete pro-
grams and activities, has yielded substantial results, and
will continue to be vital in achieving national objectives
in this area.
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INTRODUCTION

With the demise of the Soviet Union and the end of the
Cold War, the level of nuclear threat confronting the
United States was reduced significantly. Yet, when the
Soviet Union disintegrated, an estimated 30,000
nuclear warheads were spread among the former Soviet
republics. Approximately 3,200 strategic nuclear war-
heads were located outside of Russia on the territories
of Belarus, Kazakstan, and Ukraine. Political, social,
and economic upheaval heightened prospects that the
former Soviet republics would not be able to provide for
safe disposition of these nuclear weapons or other
weapons of mass destruction (WMD).

The dangers posed by this situation were clear: diver-
sion or unauthorized use of weapons, diversion of fissile
materials, and possible participation of Soviet weapons
scientists in proliferation efforts in other countries.
Despite significant positive changes occurring in the
New Independent States (NIS), these weapons con-
tinued to pose a threat to U.S. national security.

Taking advantage of an historic opportunity, Congress .
initiated the Cooperative Threat Reduction (CTR)
program in November 1991 to reduce the threat to the
United States from these weapons of mass destruction.
Often referred to as the Nunn-Lugar program, this
congressional effort provided the Department of
Defense authority and funding for the CTR program.
Through the CTR program, DoD provides assistance to
the eligible states of the former Soviet Union to promote
denuclearization and demilitarization and to reduce the
threat of WMD proliferation.

A DYNAMIC PROGRAM

Legislation in each of FYs 1992 and 1993 provided the
Secretary of Defense with $400 million in transfer
authority from DoD funds for the CTR program.
Congressional actions subsequently reduced the
authority by $330 million. In both FY 1994 and FY
1995, DoD requested and was granted $400 million in
direct appropriations for a total of $1.27 billion in
obligation authority. In FY 1995, an additional $18
million of FY 1992 and FY 1993 funding authority
expired and $20 million of the FY 1995 authority was
withdrawn. Actual authority, considering the with-
drawn or expired funding, is $1.236 billion in CTR
assistance in the form of signed agreements and other
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support to Russia, Ukraine, Belarus, and Kazakstan. By
the end of FY 1994, DoD obligated $434 million and by
the end of FY 1995, over $866 million.

To keep up with the increase in implementation activity,
a CTR Program Office was created within the Office of
the Secretary of Defense. This office helps plan future
assistance activities supporting CTR goals, manages
the day-to-day business of working with representatives
in recipient nations to identity specific needs, and
oversees the contracts. American firms are used
whenever possible, which is in most cases. Having the
CTR program provide goods and services — rather than
cash — allows the United States to confirm that this
assistance is being used for denuclearization prevention
efforts.

The CTR experiences in Ukraine illustrates both the
challenges of arranging for assistance and the benefits
of cooperation. Notwithstanding Ukraine’s pledge in
the Lisbon Protocol of 1992 to become a non-nuclear
weapons state, the actual process of withdrawing war-
heads to Russia was not agreed upon until the United
States concluded the Trilateral Agreement with Russia
and Ukraine. Critical to the success of these negotia-
tions was the United States’ promise of CTR assistance.
The agreements to begin the CTR program were not
concluded until December 1993 — two years after
discussions began.

CTR PROGRAM OBJECTIVES

The objectives of the CTR program were established by
Congress and provide guidance for U.S. implementa-
tion of the program. These are:

®  Assist the former Soviet republics to destroy
nuclear and other weapons of mass destruction.

=  Transport, store, disable, and safeguard weapons in
connection with their destruction.

® Establish verifiable safeguards against the prolif-
eration of such weapons.

"  Prevent diversion of weapons related scientific
expertise.

" Facilitate demilitarization of defense industries and
conversion of military capabilities and technol-
ogies to civilian activities.

® Expand defense and military contacts between the
United States and the NIS.

These objectives are inextricably linked to each other,
as are the corresponding CTR program activities. Meet-
ing the objective of safeguarding nuclear weapons in
Russia, for instance, will also help prevent prolif-
eration, a growing concern in light of recent reports of
nuclear smuggling.

CTR program activities generally fall into four cate-
gories in accordance with these objectives. First,
destruction and dismantlement activities accelerate the
destruction and dismantling of weapons of mass
destruction, their launchers, and their infrastructure in
the four eligible NIS: Belarus, Kazakstan, Russian Fed-
eration, and Ukraine. Destruction and dismantlement
activities provide actual equipment, training, and ser-
vices required to implement dismantlement decisions as
leverage to encourage these countries to dismantle.

Second, through chain of custody and nonproliferation
activities, the CTR program decreases the proliferation
dangers from the nuclear warheads and fissile materials
that remain in the NIS and represent a potential threat to
the United States. During the difficult period of
transition in these states, the continued security and
custody of nuclear weapons and materials is vitally
important to both the United States and the NIS.

Third, CTR supports demilitarization efforts which
decrease the long-term threat by reducing the capacity
and economic pressures in the NIS to continue to
produce weapons of mass destruction. The CTR
defense conversion industrial partnership projects are
an effort to convert former WMD factories to civilian
production, thereby reducing possible future nuclear
threats. In addition, the CTR-supported International
Science and Technology Centers (ISTCs) in Russia
serve as a clearinghouse for projects to engage NIS
weapons scientists and engineers in peaceful civilian
work. The transformations created through the defense
conversion industrial partnership arrangements and the
ISTCs prevent proliferation by reducing both the supply
of WMD available for foreign sale or diversion and the
incentives for relying on such sales for income and by
providing job alternatives for weapons scientists who
might otherwise be tempted to sell their expertise
abroad.
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CTR Program Cumulative Obligations

s Year End Forecast: 813.4
900~ Actual to Date (End of FY95) 866.3
700
g 600
-1 -
= ] 490.4  497.1
= 500: 469.3 474.7
£ ]
o 400
8 ]
] 3003
200
]
100
0-—

Lastly, the CTR program supports other programs such
as the expansion of defense and military contacts with
the NIS. When the Soviet Union dissolved, its republics
were left with structures, forces, and equipment not well
suited to their new-found sovereignty. The United
States, through defense and military contacts, has been
able to assist in the development of democratic and
civilian control of military departments and the
restructuring and downsizing of defense capabilities to
better reflect these new nations’ current needs. For
example, the CTR program sponsors regular exchanges
on defense strategy and attempts to instill transparency
of budgets and programs. These countries will remain
important players in world events, and the United States
defense establishment, as well as the American people
as a whole, benefit greatly from the close contacts with
its military and defense counterparts. These contacts
are part of U.S. efforts across the board to expand the
domain in which U.S. security interests coincide, rather
than conflict, with those of the NIS. Although
differences will still occur, development of long-term
institutional relationships contributes to improving
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substantive professional dialogue on important defense
and military issues, in addition to facilitating denucle-
arization and nonproliferation activities.

PROGRESS IN CTR IMPLEMENTATION

To meet CTR program objectives, assistance is pro-
vided to Belarus, Kazakstan, Russia, and Ukraine pur-
suant to umbrella agreements that establish an overall
legal framework for CTR assistance activities. Each of
these four umbrella agreements provides a system of
rights, exemptions, and protections for United States
assistance personnel and for CTR activities, and desig-
nates executive agents to implement CTR assistance
programs for each government. The designated U.S.
executive agent is the Department of Defense. Each of
the four umbrella agreements authorizes the con-
clusion, by the executive agents, of implementing
agreements that are subject to and governed by, the
terms of the umbrella agreement and provide more
detailed terms for specific assistance projects.
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CTR Obligations Projections
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As of October 1995, 34 such implementing agreements
have been concluded by the Department of Defense: 12
with ministries of the Russian Federation; eight with
ministries of the Republic of Kazakstan; seven with
ministries of Ukraine; and seven with ministries of
Belarus. In addition, four separate memoranda of
understanding between the Department of Defense and
counterpart defense ministries address defense and
military-to-military relations.

The CTR program has grown impressively, particularly
over the past two years, with the baseline obligation rate
increasing over four-fold from about $105 million at the
start of FY 1994 to about $434 million at the end of FY
1994 and doubling in FY 1995. To date, DoD has
notified Congress of proposed obligations totaling
$1.236 billion from funds authorized for FY 1992 to FY
1995 for specific projects for the eligible states. More
importantly, the total assistance committed under agree-
ments concluded with DoD and for which imple-
mentation is actually underway is now $760 million, of
which $300 million has been disbursed. The chart
above illustrates CTR obligations through the end of FY
1995.
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The CTR process from negotiation, to project formu-
lation, to requirements definition, to final execution
involves many steps in the respective state-to-state
relationships as well as within the U.S. government.
Congress directed American contractors be used for
CTR support to the extent feasible and agreements with
recipient governments make U.S. contracting laws
applicable to CTR activities. Accordingly, DoD con-
tracting for CTR goods and services is based on Federal
Acquisition Regulations. In the final analysis, CTR
benefits the U.S. economy by providing additional jobs
for American workers and expanded markets for U.S.
corporations. The United States is not the only country
providing assistance to the NIS for dismantlement and
is closely coordinating its assistance efforts with its
allies through NATO and G-7 forums. This eliminates
needless duplication and meets the needs of Russia,
Ukraine, Kazakstan, and Belarus.

Furthermore, in order to ensure assistance provided
under CTR is used as intended, the CTR agreements
include provisions for the United States to conduct
audits and examinations (A&E) of the assistance
provided. The United States has conducted nine A&Es
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in the NIS (Belarus (4), Russia (2), Ukraine (2),
Kazakstan (1)); one A&E is projected for every month
through FY 1996 (Belarus (1), Russia (6), Ukraine (4),
Kazakstan (1)). It is important to note that CTR A&Es
are not arms control inspections, but formal checks to
ensure goods and services provided through the Nunn-
Lugar program are used for the intended, agreed-upon

purpose.

REDUCING THE THREAT

CTR activities contributed significantly to threat reduc-
tion over the past four years. United States offers of
assistance under the program were instrumental in
convincing Belarus, Kazakstan, Russia, and Ukraine
they could shoulder the economic, political, and
technical burdens of weapons dismantlement and
demilitarization. Since the dissolution of the Soviet
Union, the CTR program has assisted the four NIS
possessing portions of the Soviet nuclear arsenal with
the elimination (or, in the case of Russia, reduction) of
WMD; proliferation prevention efforts; and the dis-
mantlement and transformation of WMD-associated
infrastructure.

Through the provision of equipment and technical
expertise, the CTR Program supports Belarus, Ukraine,
and Kazakstan in implementing their status as non-
nuclear weapons states (in accordance with START I
and the Nuclear Non-Proliferation Treaty (NPT)) and
facilitated Kazakstan’s becoming free of all nuclear
weapons in the spring of 1995. Since the inception of
the CTR program, the following positive developments
in the NIS have occurred:

®  Withdrawal of over 2,500 strategic warheads to
Russia from Kazakstan, Belarus, and Ukraine.
Most of these warheads are expected to be dis-
mantled in Russia.

®  Ukrainian decision to denuclearize and accede to
the NPT as a non-nuclear weapons state.

® Early deactivation of all SS-24 intercontinental
ballistic missiles (ICBMs) and over half of the
SS-19 ICBMs in Ukraine.

® Purchase and transfer of 600 kilograms of weapon-
usable uranium from Kazakstan to the United States.

® Commenced removal of SS-18 missiles from
Kazakstan.
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®  Safe and secure withdrawal of 63 of 81 SS-25
mobile ICBMs and launchers from Belarus to
Russia.

®  START Treaty communication links in place.

Future CTR assistance is planned to help Russia meet
its START II obligations in weapons reductions. CTR
is assisting Russia in meeting and accelerating its
START Treaty obligations and in preparing to comply
with the Chemical Weapons Convention, once the latter
enters into force. CTR assistance has expedited
Russia’s compliance with START levels by contrib-
uting to the following developments:

® Removal of over 1,200 strategic warheads from
deployed systems.

®  Elimination of 230 submarine-launched ballistic
missiles launchers.

®  Elimination of 445 ICBM silos.
®  Elimination of approximately 35 strategic bombers.

®  Elimination of 1,500 missiles.

CTR assistance has helped with the establishment of the
Chemical Weapons Destruction Support Office in
Moscow. CTR assistance procured a U.S. prime con-
tractor to plan for chemical weapons (CW) destruction.
In addition, CTR assistance sponsored a joint evalua-
tion of Russian CW neutralization technology.

CTR assistance contributed to the enhancement of
safety, security, and control of fissile material and
nuclear weapons in Russia:

® Installed security and safety enhancements to
Russian nuclear weapons transport railcars.

®  Supported preliminary design of fissile material
storage facility.

® Provided storage facility construction equipment
and containers for storing and transporting fissile
materials from dismantled nuclear weapons.

Delivered armored blankets for enhanced security
of nuclear weapons during transport.

Provided nuclear emergency response equipment
and training.
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U.S. assistance in this area helps give Russian author-
ities the confidence to proceed with warhead consolida-
tion and eventual dismantlement. Thus, CTR not only
helps to alleviate physical bottlenecks, but also pro-
vides an incentive towards improvements in security.

CTR contributed to additional proliferation prevention
efforts. To date, over 11,000 former Soviet weapon
scientists and engineers once engaged in WMD research
are now or soon will be employed on peaceful, civilian
research projects supported by the International Science
and Technology Center in Moscow, thus reducing the
threat of the transfer of WMD expertise to potential
proliferant states. The Project Sapphire mission in
November 1994 to remove 600 kilograms of highly
enriched uranium (HEU) to the United States from
poorly secured storage in Kazakstan was partially
funded through CTR.

The CTR Program is a vital political instrument and a
venue for discussion. The cooperative nature of CTR
enhances defense and military-to-military contacts and
promotes the evolution of the NIS into free-market
democracies. The January 1994 Trilateral Accord
among Ukraine, Russia, and the United States and the
accession of Ukraine to the Nuclear Non-Proliferation
Treaty as a non-nuclear weapons state are landmark
achievements made possible, in part, by the successes
and prospects of CTR assistance.

Conditions of instability, uncertainty, and strife still
exist within the NIS. The CTR Program is responding
to these challenges with a program plan designed to
continue and accelerate WMD threat reduction through
FY 2001. CTR materially and observably reduced
threats to the United States and provides the means for
continuing to do so in the future.

AN INTEGRATED APPROACH

These successes come not as the result of isolated
donations of equipment, but are a product of the close
interaction between representatives of the United States
and the recipient nations, and among the types of
assistance provided. This integrated approach high-
lights the importance of all elements of the program to
the goals it seeks to achieve.

CTR efforts in Ukraine demonstrate the nature and
impact of this multipronged approach. The assistance
projects noted previously are only part of the story for
Ukraine. The complete picture must be understood as
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a process of demonstrating to Ukraine that its security
would be better served without nuclear weapons than
with them. A key juncture in that realization came about
in December 1993 when Ukraine and Russia could not
agree on a course of warhead removal, and many in
Ukraine doubted U.S. willingness to assist them in the
course it chose. The United States was able to broker
a deal in which the Ukrainians started the process of
returning weapons to Russia, and Russia agreed to
provide nuclear reactor fuel to Ukraine as compensation
for the value of the fissile materials returned. The
Trilateral Agreement had four related components:
transfer of nuclear warheads to Russia for dismantle-
ment, compensation for fissile materials, security
assurances to Ukraine, and CTR assistance. This land-
mark agreement was cemented, as already noted, by
U.S. pledges to provide assistance to Ukraine in its dis-
mantlement efforts under the CTR program.

In an effort to speed the specific action that eliminated
much of the direct threat in Ukraine to the United States
— removing warheads from missiles — the United
States offered to accelerate delivery of materials useful
for early deactivation. The fruits of this effort were dra-
matically visible when the Secretary of Defense visited
a missile facility at Pervomaysk, Ukraine, in March
1994. There he inspected an ICBM silo from which 10
warheads had been permanently removed. This pro-
vided a vivid example of the effectiveness of CTR in
helping to neutralize a nuclear system which until very
recently had posed a threat to the United States.

These very tangible initial successes provide the
foundation upon which further CTR assistance for the
dismantlement and destruction of SS-19s is built. CTR
assistance was directed to remove potential choke
points in the long and difficult process of dismantling
the SS-19 ICBM silos located on Ukrainian territory.
Some examples of the program’s successes in this
regard include:

®=  Construction of the SS-19 ICBM storage yard.

8  Construction of the SS—i9 dismantlement facility.
= Procurement of storage tanks for liquid rocket fuel.
= Purchase of equipment needed for silo elimination.

The CTR program also sponsored a continuous series of
defense and military contacts which went far to assure
Ukraine that the United States (and the West) had an
interest in Ukraine’s stability and success beyond
eliminating nuclear weapons from its soil. The United



Part II Pursuing Defense Initiatives
COOPERATIVE THREAT REDUCTION

States has provided expertise and support in helping
Ukraine develop a national armed force that reflects its
sovereign needs, through visits to U.S. training centers
and other activities that have made tangible America’s
commitment to Ukrainian security.

Individuals whose careers have been spent in the
nuclear weapons arena must understand they have a
viable future in a denuclearized Ukraine. The soldiers
and civilians who devoted their lives to the production,
operation, and maintenance of nuclear weapons are in
the process of working themselves out of their jobs. If
the United States and Ukraine mutually desire the elimi-
nation of the nuclear weapons, the economic and social
consequences of dismantling the entire complex must
be addressed. Two aspects of the CTR program provide
some limited assistance in this regard, at the cost of only
14 percent of the entire Ukrainian program. At the
missile bases in Pervomaysk and Khmelnitsky in
Ukraine, the former officers of the Soviet Strategic
Rocket Forces are the very people who are helping close
the base. These military people have no other homes,
and Ukraine requires that housing must be provided
before they can be demobilized. The pace of dis-
mantlement is therefore inhibited by the inability of the
Ukrainian Ministry of Defense to provide the required
housing. The CTR program is helping to solve this
problem as part of a defense conversion program under
which a former shipbuilding plant and missile silo
factory will produce, with American partners, housing
for these demobilized missile officers, and later for
commercial sale. In January 1996, the United States
transferred to the Ukrainian government an initial set of
housing units completed with CTR funds for decom-
missioned Strategic Rocket Force officers. Providing
profitable employment for former defense workers
further reduces arguments for continued manufacture of
missile components, and discourages them from taking
their skills elsewhere. At the same time, U.S. busi-
nesses gain access to a new market for their goods.

This integrated approach addresses the full scope of the
challenge facing these nations in completing their arms
control agreements and preventing further nuclear
dangers from threatening themselves or others. The
absence of any one part of the effort would detract
seriously from other aspects and reduce their overall
effectiveness.

69

FUTURE PRIORITIES

In spite of the progress made by the CTR program in all
areas of threat reduction, a great deal of work still needs
to be done. The program will continue to provide
Russia, Belarus, Kazakstan, and Ukraine with destruc-
tion and dismantlement assistance directed toward
accelerating strategic offensive arms elimination. CTR
assistance will be used to support ongoing deactivation
and dismantlement of strategic nuclear systems —
missiles and launchers, such as silos, heavy bombers,
and missile carrying submarines — according to
START I and the January 1994 United States-Russian-
Ukrainian Trilateral Agreement. It will also support and
accelerate elimination of Russian strategic delivery
systems under START 1L

The CTR program will also continue to provide assis-
tance to enhance the safety and security of nuclear
materials with emphasis on strengthening the entire
chain of custody from eliminating and dismantling the
weapons, to design and construction of a fissile material
storage facility in Russia, and to monitoring the storage
of the plutonium resulting from dismantlement. Plans
call for CTR to provide additional assistance to the
Russian Ministry of Defense to strengthen the regime of
weapons security and control by building upon existing
Russian national material control and accounting and
physical protection policies and practices to assist in
preventing the proliferation of nuclear weapons.
Specifically, future CTR assistance will assist Russia in
developing programs and national resources to ensure
the effective regulatory oversight of material control
and accounting and physical protection policies and
strengthen effective technical support for material
control and accounting and physical protection policies
— including resources for training, developing, and
implementing technologies and equipment.

Another key CTR project involves assisting Russia to
destroy the 40,000 metric tons of declared chemical
weapons agent inherited from the Soviet Union.
Without substantial technical and monetary assistance
from the United States and other countries, Russia will
have difficulty meeting the Chemical Weapons Con-
vention destruction schedules. Through the CTR pro-
gram, the United States is considering substantial
assistance in the design and construction of a prototype
chemical munitions destruction facility, capable of
destroying 500 metric tons of nerve-agent-filled
artillery munitions per year.
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CONCLUSION

The CTR program represents a small investment when
compared to the overall size of the DoD budget and to
the costs of major U.S. defense systems. This modest
investment, $1.236 billion since FY 1992, has con-
tributed to significant reductions in the threat posed by
the former Soviet nuclear arsenal. Continuing the CTR
program will allow the United States to pursue not only
the objectives specific to this program, but also over-
arching objectives and interests bearing on U.S.
national security and global nuclear stability. The future
payoffs can be enormous: denuclearization of Ukraine
and Belarus (Kazakstan is already nuclear weapons free,
thanks in part to CTR assistance); accelerated Russian
strategic arms reductions to START II levels; initiation
and acceleration of the destruction program for Russian
chemical weapons; enhanced security, safety, and con-
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trol of nuclear weapons and fissile material in Russia;
progress in moving the WMD scientific and industrial
infrastructure in the NIS to civilian commercial
activities; and increased defense and military-to-
military contacts. All of this will be made possible by
a program whose FY 1996 budget of $298 million
represented less than two-tenths of one percent of the
entire DoD budget.

The United States spent billions, perhaps trillions, of
dollars during the Cold War defending against Soviet
weapons of mass destruction. CTR assistance has made
substantial progress in reducing the threat from these
weapons and in helping to ensure new threats will not
arise. The CTR program is a modest investment with
a big payoff for U.S. security. By maintaining this
program of defense by other means, the United States
will continue to enhance its national security now and
in the future.
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ECONOMIC
| SECURITY
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INTRODUCTION

The end of the Cold War brought dramatic changes to
DoD’s relationship with the national and world
economies. With significant changes in military
missions and sharp reductions in defense spending, the
Department must rely increasingly on the broader
commercial world, and less on defense-unique
industries, to equip its forces. A strong military requires
a robust commercial and defense industry. Therefore,
economic security is a vital issue for the Department.
The Department is determined to respond effectively to
this new environment and is adjusting its policies
accordingly. It initiated new ways to conduct business —
with the business community, with other governments,
and in its own operations. In each case, DoD is changing
policies and programs to ensure national and economic
security, to guarantee that the military continues to be well
prepared to meet future threats.

DoD — A SMALLER CUSTOMER,
CHANGING NEEDS

During the Cold War, DoD developed leading-edge
technologies and industrial capabilities to meet unique
requirements. Any commercial applications were
incidental to meeting national security needs. Today,
the Department finds itself in an entirely new
environment.  First, DoD budgets have declined
dramatically in recent years while the global economy
continues to grow. Second, many leading-edge tech-
nologies that will be critical to success on future
battlefields (for example, electronics, computers, infor-
mation processing, and communications) come from
the commercial sectors of the global economy.

As a result, the Department can no longer afford to rely
solely upon defense-unique capabilities. To continue to
provide U.S. armed forces with the most technologically
advanced systems in the world, the Department
increasingly must rely on commercial or dual-use
technologies, products, and processes. When developing
new systems, DoD prefers commercial options. The
Department will develop military-unique capabilities only
after it has determined that commercial technologies and
products will not meet its requirements. Commercial
markets are intemational by nature. Therefore, as the
Department turns towards commercial industry, it will
necessarily draw upon resources from international
suppliers and will seek greater international cooperation
with its allies.
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THE DEFENSE INDUSTRY RESTRUCTURES

Although reductions in the defense budget have sharply
reduced defense industry sales, defense contractors
generally remain profitable, in part by restructuring and
consolidating. Restructuring and consolidation are
normal and traditional business responses to declining
demand. Industrial restructuring includes reducing
factory size, closing unneeded factories, merging
divisions, streamlining operations, reengineering key
processes, and cutting corporate workforces. Recent
examples of defense industry consolidation include the
Lockheed-Martin merger, Raytheon’s acquisition of
E-Systems, and Loral’s purchase of Unisys Defense
Systems. Additional consolidations in key industries
can be expected for the next two or three years. These
steps result in short-term costs for the companies, but
much greater long-term operating and overhead savings
with lower costs expected for DoD.

IDENTIFYING ESSENTIAL INDUSTRIAL
CAPABILITIES

Most defense firms are reducing excess capacity,
streamlining processes, and revamping supplier
relationships. For example, several prime contractors
made a ten-to-one reduction in their direct suppliers,
going from thousands to hundreds of suppliers. The
sum total of these actions led to increased efficiencies
and reduced defense product costs — a better value for
taxpayers.

As this process continues, DoD must actively assess
changes in the defense industry to ensure essential
capabilities (specialized equipment and facilities,
skills, and technological knowledge) needed to meet
defense requirements are preserved. Some capabilities
required for national defense are defense-unique — they
have no commercial counterparts and must depend
upon defense markets for survival. The Department
will take appropriate steps when necessary to preserve
such essential capabilities.  Finally, it is DoD’s
objective to preserve essential capabilities, not any
particular company. DoD neither can, nor should,
attempt to preserve all capabilities — only those both
essential and genuinely at risk.
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PAST YEAR DOD ACCOMPLISHMENTS

Developed Procedures for Analyzing
Industrial Capabilities

DoD is striving to understand the changes underway in
its supplier base. It has developed assessment methods
to make informed judgments and defined policies for
action when required to preserve essential capabilities.
DoD is providing the Services and their program offices
with the tools to make appropriate judgments about
industrial issues and to integrate those judgments into
the regular budget, acquisition, and logistics processes.
Ensuring consistency in DoD’s industrial decision
making required developing a comprehensive set of
guidelines specifying the conditions under which the
Department would take steps to preserve an industrial
capability. The military departments are testing these
guidelines in the field.

Published Handbook to Guide Implementation

On July 31, 1995, DoD issued a draft directive for
analyzing essential industrial capabilities, accompanied
by a draft how-to handbook entitled Assessing Defense
Industrial Capabilities. The handbook explains the
assessment process and circumstances under which the
Department will take special action to preserve an
industrial capability. The assessment handbook lays
out the three questions DoD must answer:

® s the industrial capability needed to meet a defense
requirement truly unique?

®  Is DoD really in danger of losing that capability?
(Note that losing a current supplier does not
necessarily mean the capability itself will also be
lost.)

® If a needed capability is really endangered, what is
the most cost-effective remedy, if any (beyond
simply continuing production)?

The handbook details the steps DoD managers should take
to answer these questions.

The draft directive makes the Service Acquisition
Executives responsible for approving all industrial
capability preservation investments associated with
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Acquisition Category (ACAT) programs. In addition,
the directive requires the approval of the Under
Secretary of Defense for Acquisition and Technology
for such expenditures of $10 million or more per year.
DoD expects to issue the directive and accompanying
handbook in final form in early March 1996.

Completed Important Industrial Sector
Assessments

During the past 12 months, OSD and the Services con-
ducted several key assessments of changing conditions
in the defense industry. These reports include assess-
ments of the Space Launch Vehicle, Conventional
Ammunition, Heavy Bomber, Helicopter, Meal Ready-
to-Eat, Torpedo, and Tracked Combat Vehicle industry
sectors. Other industrial assessments are in progress.

These different assessments consistently led to similar
conclusions.  Although significant reductions and
downsizing within the defense industry continue, DoD
found very few cases where essential capabilities are
endangered, even given low production rates. In those
few cases, the Department is taking steps to assure
essential capabilities will continue to be available. DoD
is incorporating industrial considerations as a routine
part of its acquisition, logistics, and budgeting proc-
esses, and advancing industrial capability education
within the elements of the Department. The Department
will continue to focus in a timely and cost-effective
manner on those industrial capabilities which are at risk
and which may require special action to be sustained.

DEFENSE RESPONDS: NEW WAYS OF
DOING BUSINESS WITH BUSINESS

In September 1994, DoD submitted a report to Congress
describing its processes for addressing industrial issues
and identifying progress. The report, entitled Industrial
Capabilities for Defense, analyzed the changed
environment for defense, and discussed the Depart-
ment’s initiatives to respond accordingly. Key findings
in the report focused on:

®  Achieving acquisition reform.

® Taking advantage of dual-use and commercial
technologies.

® Encouraging industry restructuring.
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®  Recognizing commercial imperatives.

®  Improving communication with the business com-
munity.

DoD remains steadfast in its efforts to address these
issues.

Achieving Acquisition Reform

The Department’s efforts to realign the acquisition
process to reduce the use of military-unique specifica-
tions and standards, to use simplified acquisition
procedures, to increase electronic data interchange/
electronic commerce, and to rely more heavily on
commercial technologies, manufacturing processes,
goods, and services are an integral part of its strategy to
adjust to the post-Cold War era. These activities are
underway and are described in detail in the chapter on
Acquisition Reform.

Taking Advantage of Commercial and
Dual-Use Products and Processes

In February 1995, the Department issued a report
entitled Dual Use Technology: A Defense Strategy for
Affordable, Leading-Edge Technology. This report
summarized the goals and objectives of DoD’s dual-use
strategy and outlined implementation actions. DoD’s
dual-use objectives are to break down the barriers
between the commercial and defense industries, and to
realize the benefits of civil-military integration in both
research and development (R&D) and manufacturing.
These benefits include an increased rate of innovation
in defense systems, and reduced cost of such systems.

The strategy for achieving dual-use objectives consists
of three pillars:

® Investment in R&D on dual-use technologies.
® Integration of defense and commercial production.

® Insertion of commercial technology into military
systems.

The Flat Panel Display (FPD) Initiative is an example
of the dual-use technology policy at work. The initia-
tive advances R&D of flat panel displays, encourages
U.S. industry investment, and inserts the results of that
R&D into military systems. One outcome of this
program is the replacement of cathode ray tubes used for
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cockpit displays in several aviation systems with
advanced FPDs that provide increased capabilities and
reliability at reduced cost. Implementing the initiative
will help ensure the U.S. FPD production base, serving
both the defense and commercial markets, providing
early, assured, affordable access to this vital technology
for meeting defense needs.

Key elements of the Department’s dual-use efforts are
included in Service and Advanced Research Projects
Agency Core Technologies research and development,
and the Technology Reinvestment Project. The latter
seeks to move promising research results into applica-
tion and make them more affordable to DoD through
cooperative dual-use programs with industry.

Encouraging Industry Restructuring

The Department continues to encourage much-needed
rationalization in the defense industry. Since excess
capacity in defense firms frequently translates into
higher weapons costs, rationalization generally brings
a clear cost savings to the Department and to U.S.
taxpayers. While consolidations and restructuring may
create efficiencies that benefit the Department, they also
require DoD’s active attention and involvement. Con-
solidation carries the risk that DoD will no longer
benefit from the competition that encourages defense
suppliers to reduce costs, improve quality, and stimulate
innovation. DoD’s interests include realizing cost
savings; preserving essential research, development,
and production capabilities; preserving a core of skilled
personnel; and assuring efficiency and quality.
Accordingly, the Department has become more active in
antitrust reviews of the tradeoffs and risks associated
with defense industry mergers, acquisitions, and joint
ventures. The Department assesses proposed combina-
tions in terms of cost savings, competition, and
industrial and technological capabilities, and then pro-
vides its judgment to the Federal Trade Commission or
Department of Justice, as appropriate. To date, DoD has
found substantial savings in case after case. Where DoD
has had issues, it arranged specific business restrictions
or contract changes to address them.

The Department realizes that in order to achieve dramatic
savings through consolidation and restructuring, it may
have to share in restructuring costs. It makes economic
sense to consider sharing these short-term costs to realize
long-term savings. Under the law, the Department cannot
share the costs unless and until it determines the benefit
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to DoD and U.S. taxpayers outweighs the expense. DoD
has established appropriate procedures to allow such costs
if they will produce savings. While the leading incentive
for corporate restructuring is better corporate performance
and profitability, sharing the restructuring costs may result
in healthier corporations, thereby improving the economic
outlook of U.S. businesses and their ability to meet DoD’s
needs more affordably.

Balancing National and Economic Security:
Export Controls

The Department recognizes national security and
economic security issues are increasingly intertwined.
One area where DoD has focused particular attention is
ensuring that export controls protect U.S. national
security interests while avoiding unnecessary burdens
on its commercial and defense supplier base. Examples
include efforts to rationalize controls in the post-Cold
war era. As in 1993, the Administration has again
updated controls on computers. In the past two years,
rapid technological advances in this sector have
progressed to a point at which previous levels of
controls are being overtaken by international avail-
ability in selected areas. The Administration has also
spearheaded the Commerce Department’s export con-
trol process in ways that improve responsiveness to
exporters while strengthening DoD’s role in the review
of licenses. The Administration has also undertaken a
review of the controls on communications satellites and
aircraft engine technology with a view toward updating
criteria for differentiating jurisdiction of export controls
for these items under the State Department Munitions
List or the Commerce Department’s Control List. DoD
is also working with Congress on reauthorization of the
Export Administration Act, which has not been updated
since 1988.

A New Dialogue: Better Communication
with Business

The Department is striving to enhance communication
with the business community. DoD requires a better
understanding of industry’s views to ensure that
industry continues to supply the armed forces with
military systems of unquestioned technological
superiority during this period of dramatic change. To
this end, DoD has drawn on the capabilities of the
Defense Science Board to provide advice on defense
business issues. The Department is also committed to
more consultation with industry, through both formal
and informal channels.
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INTERNATIONAL COOPERATION:
NEW WAYS OF DOING BUSINESS
WITH GOVERNMENTS

In military operations, U.S. forces often fight or work
alongside the military forces of other nations. Deploy-
ing forces in cooperation with those of other countries
places a high premium on interoperability — ensuring
U.S. systems are compatible with allied systems. This
new emphasis on interoperability, to include military
operations other than war, is especially important
because it comes during a period of declining defense
budgets not only in the United States, but also in allied
nations. The United States and its allies are being
challenged to do more with fewer resources; inter-
operability provides needed leverage. International
cooperative efforts offer a real chance to enhance
interoperability, stretch declining defense budgets, and
preserve defense industrial capabilities. Thus, the
Department has renewed its efforts at international
cooperative development. Such cooperation can range
from simple subcontracting relationships to licensing
and royalty arrangements, joint ventures, and bilateral
and multilateral cooperative programs. Some of the
more notable success stories in international industrial
cooperation include the F-16 Falcon, AV-8 Harrier, T-45
training aircraft, CFM-56 engine, the continuing
cooperative efforts under the NATO Airborne Warning
and Control System (AWACS) program, the Multi-
functional Information Distribution System (MIDS),
Theater Missile Defense, and Allied Ground Sur-
veillance. The Department is now working with allies
in Europe and Asia to explore new possibilities,
including the Medium Extended Air Defense System
(MEADS) and NATO Airborne Ground Surveillance
efforts.

The international cooperative R&D program has led to
sharing of military technology among allies, as well as
to development of joint equipment to improve coalition
interoperability. Such items include advanced aircraft;
combat vehicle command and control, communications
systems interoperability; and ship defense.

As DoD takes greater advantage of the opportunities in
international defense cooperation and commerce, it
continues to address the risks of the proliferation of
weapons of mass destruction and advanced tactical
systems. DoD has worked to ensure that agencies
understand the nature and importance of the February
1995 Conventional Arms Transfer policy and take its
tenets fully into account when pursuing cooperative
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international defense programs and sales. As a result,
both economic security and national security interests
are pursued and protected.

DoD has also taken steps to improve the effectiveness
and efficiency of international cooperation. An Inter-
national Armaments Cooperation Handbook has been
developed to provide a compendium of current policy,
key processes, and points of contact for use by persons
working cooperation issues in the Department. In
addition, by streamlining the international cooperative
agreement review process in the Office of the Secretary
of Defense, the average processing time for such reviews
has been reduced from 130 days to 30 days.

NEW WAYS OF DOING BUSINESS
WITHIN DOD

The Department is undertaking several initiatives to
give greater recognition to economic and commercial
imperatives by restructuring the way it conducts
business.

Privatization and Outsourcing

The Department of Defense has embarked on a vigorous
effort to more fully utilize privatization and outsourcing
for many functions it now does for itself. Private
corporations have used a similar strategy to lower costs,
improve performance, and refocus their human and
financial resources on their core businesses. There are
numerous opportunities to privatize and outsource
within the Department to achieve greater efficiencies
while enhancing effectiveness.

DoD is closely analyzing its own support operations to
determine where it can outsource, thereby improving
readiness and generating funds for modernization. In
August 1995, the Deputy Secretary of Defense estab-
lished an Integrated Policy Team (IPT) for Privatization
and Outsourcing to determine opportunities, identify
obstacles, and develop solutions and strategies for
outsourcing functions currently being done by
government. That team, chaired by the Deputy
Secretary of Defense, includes the Vice Chiefs of Staff
of the Military Services, the Under Secretaries of the

military departments, as well as the heads of key
defense agencies.

The IPT is organized into working groups which are
assessing initiatives in depot maintenance, materiel
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management, family housing, base commercial
activities, education and training, and finance and
accounting services. However, the Department is not
limiting its review of privatization to these areas or to
those areas highlighted by the recommendations of the
Commission on Roles and Missions of the Armed
Forces. The Department intends to make the review of
privatization opportunities part of its ongoing process to
achieve efficient and effective support of joint military
operations. In addition to the IPT, a Defense Science
Board Task Force on Privatization is examining this
area and will make recommendations to the Department
for more effective use of privatization and outsourcing.

Preliminary reviews indicate that legislative and
administrative changes may be necessary to accomplish
some of these initiatives. Consequently, the IPT
working groups will include in their detailed reviews
recommendations for new legislation or changes to
existing laws. The Department is also discussing with
the Office of Management and Budget administrative
changes necessary to facilitate the utilization of this
innovative management tool.

This broadly based initiative of the Department of
Defense seeks to free up valuable resources and obtain
needed goods and services in the most efficient and
effective manner possible.

Base Closing — Restructuring Continues

Closing military bases no longer needed continues to be
a high priority for the Department. DoD is closing and
realigning bases in the United States as a result of
decisions made through base closure processes in 1988,
1991, 1993, and 1995. The chapter on Installations and
Logistics describes the 1995 Base Realignment and
Closure process and the Department’s efforts to struc-
ture and manage its installations, including the use of
private capital in housing.

Reinventing the Base Reuse Process

The Department continues to make base reuse a high
priority and has, in the past year, taken large strides to
improve the way former military bases are converted to
civilian use. Not only has the Department created a
faster base reuse process, but decision making both in
Washington and at the local level has become more
integrated. These changes have led to numerous
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success stories throughout the country of communities
redeveloping base property in ways that strengthen
local economies and create jobs.

In 1993, after reviewing the historical base property
disposal process, the President launched a plan to
support faster redevelopment at base closure
communities. Title XXIX of the National Defense
Authorization Act for FY 1994 (P.L. 103-160) and the
Base Closure Community Redevelopment and Home-
less Assistance Act of 1994 (P.L. 103-421) substantially
improved base closure laws and gave the Department
legal authority to implement the President’s proposals.

The changes contained in these two laws, along with
other improvements to the process, were implemented
in regulations issued by the Department along with a
Base Reuse Implementation Manual. This manual,
developed by a joint Office of the Secretary of Defense
and Service working group, provides implementing
guidance to speed up and improve the reuse process. In
addition, the Department published the Community
Guide to Base Reuse which provides information
intended for local officials, Local Redevelopment
Authorities (LRAs), and the general public, including
practical advice on organizing an LRA and developing
and implementing a redevelopment plan. For com-
manders at closing bases, the Department also updated
its handbook, Closing Bases Right.

FASTER BASE REUSE PROCESS

The Department of Defense recognizes that to promote
economic redevelopment and rapid job creation, it must
expedite the process of making real property available
for reuse at closing and realigning bases. Accordingly,
the new reuse regulations and manual streamlined the
federal screening process and created a faster reuse
planning and property disposal process.

DoD and federal screening are now accomplished con-
currently and begin even before the base closure and
realignment recommendations formally become law.
By determining what property will be made available to
the local community faster, DoD is enabling the LRA to
complete its reuse plan more quickly. Faster reuse
planning leads to faster property transfers, which bene-
fit the Department, as well as communities. Com-
munities benefit from the quicker economic recovery
and DoD benefits when a community takes over the
financial responsibility for base protection and mainte-
nance.
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Additional legislative changes have improved the
process. For example, the Department can now offer
prospective interim-use tenants long-enough lease
terms to warrant relocation to the base. In the past,
redevelopment opportunities were lost because the
Department was unable to offer lease terms long enough
for the private sector.

INTEGRATED DECISION MAKING

As part of the Department’s improvements to the
decision making process, local communities are inte-
grated into the federal government’s decisions. During
the DoD and federal screening process, all interested
parties are encouraged to contact and work with the
LRA to have their needs considered as part of the
comprehensive local planning process. The Depart-
ment also placed a new emphasis on personal property
disposal in accordance with community reuse plans.
Accordingly, all decisions on the movement of personal
property are made in consultation with the LRA.

The Base Closure Community Redevelopment and
Homeless Assistance Act of 1994 created a new process
for addressing the needs of the homeless at base closure
sites where local communities work along with home-
less assistance providers to decide how best to address
homeless needs. This change shifts control and respon-
sibility from Washington and the federal government to
local communities.

DEMONSTRATED RESULTS

Already, the redevelopment of closed bases has created
over 12,000 new jobs and over 300 tenant businesses.
For bases closed more than one year, nearly 60 percent
of the lost civilian jobs have already been replaced.

England Air Force Base in Alexandria, Louisiana, and
Chanute Air Force Base in Rantoul, Illinois, have
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become the engines of their communities’ economic
growth by creating over 2,000 jobs on base less than two
years after closure. These new jobs replace more than
the original number of civilian jobs lost and are spurring
further employment throughout the communities.

The former Pease Air Force Base in Portsmouth, New
Hampshire, is now the Pease International Tradeport,
with more than 1,500 new jobs since closure. The
Tradeport currently has 36 lessees occupying over
855,000 square feet of building space. Finally, on the
site of the former Sacramento Army Depot in
California, Packard Bell is producing computers — and
was doing so even before the final property transfer was
completed. The company already employs 5,000
people at this site and is expanding rapidly.

CONCLUSION

DoD’s continued need to field and support the most
advanced weaponry now and in the future requires it to
take advantage of the defense and commercial industrial
and technology base. Defense budgets are no longer
large enough to accommodate all defense acquisition
needs through a defense-unique industrial base. For the
U.S. military to continue to have the most advanced
weaponry, the Department is adjusting its policies. It
must continue to change the way it does business with
business, through acquisition reform, dual-use tech-
nology policies, and recognition of essential capa-
bilities. It must change the way it does business with
allies through increased international cooperation and
interoperability. It must build on the gains achieved
through initiatives to date. Finally, it must change the
way it does business itself through restructuring and
community reinvestment. The Department is confident
these policy changes will strengthen both national and
economic security, and ensure the military continues to
be prepared to meet threats of the post-Cold War era.



Part I Pursuing Defense Initiatives

NATIONAL SECURITY SPACE ORGANIZATION AND MANAGEMENT

79

INTRODUCTION

For the past several years, Congress has expressed
concerns about the Department’s organization and
management of space activities. These concerns
involved the basic processes governing defense and
intelligence space programs and spanned policy,
resources, requirements, acquisition, operations, train-
ing, and support to the warfighter.

In response to Congress’s concerns, the Department
conducted a review of space organization and
management that involved the Office of the Secretary of
Defense (OSD), the Joint Chiefs of Staff, defense
agencies, the Services, and the Intelligence
Community. The review addressed the complete range
of national security space activities, including the
Department’s relationship to the Intelligence Com-
munity, and resulted in a series of management
initiatives. DoD is taking a two-step approach to the
management of national security space activities. The
first step is to improve the integration and coordination
of all DoD space activities. The second step involves
improving the integration and coordination of defense
and intelligence space activities.

DOD MANAGEMENT INITIATIVES

DoD has consolidated space responsibilities and func-
tions within the Office of the Secretary of Defense into
a single new organization under a Deputy Under
Secretary of Defense for Space (DUSD(Space)), who
reports directly to the Under Secretary of Defense for
Acquisition and Technology (USD(A&T)). The
DUSD(Space) serves as the principal staff assistant and
advisor for space matters with responsibility for DoD
space policy, as well as oversight of space architectures
and acquisition programs. In this capacity, the DUSD
(Space) is responsible for interfacing with U.S. govern-
ment agencies and Congress, and for representing the
Secretary of Defense at all interagency deliberations
and international negotiations regarding space matters.

Certain space-related responsibilities and functions will
be shared between the DUSD(Space), the Assistant
Secretary of Defense for Command, Control, Commun-
ications, and Intelligence (ASD(C3I)), and the Director,
Defense Research and Engineering (DDR&E). The
DUSD(Space) is responsible for DoD policy and
planning guidance for space activities including
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military uses of national space systems, while the
ASD(C?3I) is responsible for DoD policy for functional
C3I activities. The DUSD(Space) oversees the devel-
opment of an integrated DoD space architecture, while
the ASD(C3]) is responsible for- the Department’s
functional C3I architecture.

The DUSD(Space) is also responsible for oversight of
space acquisition programs and, in general, shares with
the ASD(C3I) responsibility for oversight of space
system user equipment. Such shared oversight respon-
sibility may transition from the ASD(C?I) to the
DUSD(Space) on an exception basis at Milestone Zero
of the defense acquisition process. The DUSD(Space)
will have lead responsibility for oversight of mission
and user equipment for space systems (e.g., Milstar and
Global Positioning System), where changes to such
equipment would significantly affect the space seg-
ment, or in cases where such equipment will be acquired
only in small numbers. With respect to space tech-
nology, the DUSD(Space) is responsible for assessing
future space systems requirements and recommending
changes to space-specific technology goals to DDR&E.
DDR&E is responsible for all DoD science and tech-
nology activities.

In addition to providing a DoD focal point for space
matters, the consolidation of space oversight respon-
sibilities within OSD facilitates the streamlining of the
Department’s space policy and acquisition decision
making processes. Acquisition reform initiatives will
apply to space acquisition matters. The Defense Acqui-
sition Board (DAB) structure has been augmented by a
space Overarching Integrated Product Team (OIPT)
which supports the board by reviewing major space
systems acquisition programs. Integrated Product
Teams will support the DAB and Space OIPT’s reviews
of major defense acquisition programs. The Integrated
Product Teams represent an integrated approach to
addressing issues by involving all stakeholders early in
the process.

The Department’s existing planning, programming, and
budgeting system process has not been changed. DoD
has established subactivity codes in the OSD Budget
Review System to identify and track funds for all space
resources. This will facilitate better management of the
Department’s resources for space activities and provide
Congress greater visibility into the funding for such
activities.
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The Vice Chairman of the Joint Chiefs of Staff and the
Vice Chiefs of Staff of the Services (or equivalent) will
review and validate military requirements for intel-
ligence through the Joint Requirements Oversight
Council process. These requirements will then be
passed to the Director of Central Intelligence to be
aggregated with other intelligence requirements. This
will help improve the definition of military require-
ments to be satisfied by the development, acquisition,
operation, and use of airborne and space-based
reconnaissance systems.

The Department will retain a decentralized structure for
the acquisition of space programs with existing lines of
authority in accordance with Title 10, U.S.C. There will
be a presumption that the Air Force will be assigned
responsibility for the acquisition of DoD multi-user
space programs. If another Service believes it is better
able to execute that responsibility for a particular
program, it will have the opportunity to make its case to
the Defense Acquisition Executive (DAE), who will
assign responsibility for the program. Acquisition
responsibility for Service-unique space programs,
which may include ground terminals and other user
equipment, will remain with each Service.

Finally, the Department has established a Space Arch-
itect organization, which is responsible for developing
an integrated defense space architecture and coordi-
nating that architecture with counterparts in the
Intelligence Community. The DoD Space Architect
function is administratively attached to the Air Force
with the office director an 0-8 flag officer. The DoD
Space Architect reports to the DAE through the Air
Force Acquisition Executive for a two-year tour. The
Architect’s staff is comprised of representatives from
the Services and Defense Agencies.

The DoD Space Architect is tasked to develop space
architectures across the range of the DoD space mission
areas and integrate validated requirements into existing
and planned space system architectures. The first
priorities will be to develop both, in coordination with
the Intelligence Community, a future Military Satellite
Communications architecture, which encompasses core
DoD capabilities and civil and commercial augmenta-
tion capabilities, and a space control architecture.

DOD/INTELLIGENCE COMMUNITY
MANAGEMENT INITIATIVE

The second step in DoD’s approach to the management
of national security space operations involves
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NATIONAL SECURITY SPACE ORGANIZATION AND MANAGEMENT

improving the integration and coordination of defense
and intelligence space activities. This step is essential
to address the fundamental concerns expressed by
Congress and the independent Commission on Roles
and Missions of the Armed Forces about space organi-
zation and management. Besides the joint reviews
currently conducted by the Deputy Secretary of Defense
and the Director of Central Intelligence, the Joint Space
Management Board (JSMB) has been established as a
forum for senior management to address defense and
intelligence space policy, acquisition, architecture,
funding, and related issues.

The JSMB was formed to ensure that defense and
intelligence needs for space systems (including asso-
ciated ground-based subsystems) are satisfied within
available resources, using integrated architectures to the
maximum extent possible. The JSMB integrates policy,
requirements, architectures, acquisition, and funding
for defense and intelligence space programs. The JSMB
also provides executive management for defense and
intelligence space programs and oversight of the single
National Security Space Architect, which will be
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formed through an eventual consolidation of the
defense and intelligence space architecture functions.

The JSMB is co-chaired by the Under Secretary of
Defense for Acquisition and Technology and the
Deputy Director of Central Intelligence. The Executive
Committee of the JSMB, vested with the full authority
to act for the Secretary of Defense and the Director of
Central Intelligence, within the bounds of the charter,
includes the co-chairs, the Vice Chairman of the Joint
Chiefs of Staff and the Executive Director, Intelligence
Community Affairs.

CONCLUSION

The Department’s space management and organiza-
tional initiatives have directly addressed the concerns
expressed by Congress and the Commission on Roles
and Missions of the Armed Forces. The implementa-
tion of these initiatives will improve DoD space
management and the integration and coordination of
defense and intelligence space activities.
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INTRODUCTION

U.S. forces must be prepared to confront a wide range
of potential opponents in the changing global environ-
ment. Virtually all potential opponents have access to
a global market containing a vast array of modern tech-
nology. These technologies include advanced air, sea,
and land weapon systems; access to space based
systems; dual-use technologies that can be used to pro-
duce weapons of mass destruction; and sophisticated
communications and information management sys-
tems. Maintaining the technological advantage so vital
to military success is critical. As the United States
shapes its forces to meet the challenges of a changing
world within the constraints of available resources, it
must rapidly leverage present and emerging technol-
ogies to provide the best possible equipment, doctrine,
and training for American soldiers, sailors, marines, and
airmen. -

REVOLUTION IN MILITARY AFFAIRS

Today’s challenges go well beyond confronting an
increasing range of potential opponents who have access
to modem weapons. The Department is examining
whether recently fielded and emerging technologies, in
combination with organizational and operational changes,
will produce dramatic improvements in military effec-
tiveness, the so-called Revolution in Military Affairs
(RMA).

Historically, an RMA occurs when the incorporation of
new technologies into military systems combines with
innovative operational concepts and organizational
adaptations to fundamentally alter the character and
conduct of military operations. Examples of this in the
20th century include the development of battlespace
warfare — the ability to conduct warfare from, or
within, the aerospace medium — blitzkrieg, amphib-
ious warfare, carrier aviation, and nuclear armed
ballistic missiles. The term revolution is not meant to
insist that the change is rapid — indeed past revolutions
have unfolded over a period of decades — but only that
the change is profound, and the new methods of warfare
are far more powerful than the old.

Two major ideas are emerging on how warfare may
change. First, long-range precision strike weapons,
coupled to very effective sensors and command and
control systems, will come to dominate much of
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warfare. Rather than closing with an opponent, the
preferable operational mode will be destroying him at
adistance. Thus far, this idea has been elaborated most
in connection with a continental air-land theater, but it
seems plausible that long-range precision strike
operations may also play a prominent role in power
projection, war at sea, and space operations.

The second idea is the emergence of what is often called
information warfare. Information technologies are
already dramatically improving the ability to gather,
process, and disseminate information in near-real time.
Protecting the effective and continuous operation of
one’s own information systems, and being able to
degrade, destroy, or disrupt the functioning of the
opponent’s, will become a major operational priority or
focus.

Not only will the Information Age provide warfighters
a breadth and depth of information unparalleled in
military history, but precision strike weapons will take
full advantage of that information throughout the depth
of the battlespace. In the case of both long-range
precision strike and information warfare, planning for
21st century warfare must take into account that major
adversaries will also have access to the enabling tech-
nologies. Selecting appropriate technologies and devel-
oping the means to rapidly evaluate and incorporate
operational and organizational innovations are major
challenges to understanding the RMA and exploiting
the capabilities it represents.

RESPONDING TO PROLIFERATION
OF MILITARY TECHNOLOGY

Particularly important is the requirement for a process
to allow the Office of the Secretary of Defense (OSD),
in conjunction with the Joint Staff, the unified
Commanders in Chief, and the Services, to solve
important military problems as they develop and, if
necessary, to field required new military capabilities to
the operating forces expeditiously and at low cost. This
flexibility is especially critical in the present global
environment.

ADVANCED CONCEPT TECHNOLOGY
DEMONSTRATIONS (ACTDs)

ACTDs are a major initiative of this Administration
which, as a component of the acquisition reform
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process, specifically address the need for rapid
technology insertion into the forces. The ACTD
concept is designed to accelerate the transition of
maturing technologies that demonstrate a potential to
rapidly provide improved military capabilities or
technological solutions to specific operational
challenges. In doing so, it draws technologists and
military operational commanders into closer working
relationships. Traditionally, DoD has taken maturing
technologies into the field to evaluate utility and assess
military potential. During these evaluations, the
operational commander was frequently assigned a
supporting role and was only in a position to observe,
rather than actively participate. Based on recommen-
dations from several studies, including the Packard
Commission and Defense Science Board, the ACTD
process requires the operator to play a much more
proactive and responsible role. The operator will
sponsor the ACTD and will be actively involved in
determining operational utility. This results in a more
rapid and effective evaluation of advanced technology
and where appropriate, its transition to the operational
forces. ACTDs offer a means to provide innovative
solutions to emerging critical military needs in a timely
manner.

ACTDs are driven by the military user and the user’s
critical warfighting needs. Their objectives are to allow
the user to gain a more thorough understanding of a new
technology and its potential to support military opera-
tions. In doing so, it is anticipated the user will be able
to develop and refine the doctrine, tactics, organization,
and concept of operation that exploit the new
technologies. It will also allow the user, based on
experience in the field, to comment on the capabilities
and make suggestions for improvements or modifi-
cations to the equipment under evaluation. With the
ACTD approach, these changes can be made during the
relatively informal and low cost demonstration phase of
a system’s life cycle. In many cases, the user’s input
will provide the basis for a more realistic statement of
requirements with which to enter the more structured
and formal acquisition process. This means entering the
acquisition process with the full input and coordination
of the operational commander. ACTDs provide the
operator an opportunity to work with the developer and
evaluate the technology, leading to more informed
acquisition decisions. ACTDs also provide the
commander with enough equipment to provide a
militarily significant capability at the end of the
demonstration and support the systems for an additional
two years in the field.
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The ACTD is not a series of new programs, but a
transition of capabilities to the warfighter that seeks to
focus the existing, substantial investment the Services
and agencies have made in technology programs. For
instance, the first 10 approved ACTDs incorporate $2.9
billion (FY 1995-2001) of Service and agency tech-
nology efforts and $199 million in centralized OSD
funding. OSD augmenting funds integrate multiple
technology programs, often from several Services and
agencies, into a single ACTD. This funding also
provides for the acquisition of a number of systems
necessary to evaluate military utility during exercises or
operations.  Lastly, OSD augmenting funds are
employed to provide technical support for the ACTD
for two years of operations in the field.

Selection Criteria

To provide focus, the ACTD process has developed
selection criteria that are used to guide both the
technologist and the military operational commander in
structuring a specific ACTD.

®  First, the technologies under consideration and the
operational approach must offer a potential solution
to an important military problem or must introduce
a significant new capability. The Joint Require-
ments Oversight Council, chaired by the Vice
Chairman of the Joint Chiefs of Staff, and the uni-
fied commanders participate in the ACTD selection
process.

®  Second, the technologies must be mature.

®  Third, each ACTD must develop an executable
program and management plan.

"  Finally, the ACTD must be completed within a two
to four year time period and, if successful, provide
operational support for two additional years.

ACTD Program Execution

Because of the diversity of technologies and military
problems addressed in individual ACTDs, each is docu-
mented in its own management plan. The management
plan serves as a memorandum of understanding between
all participating parties in each ACTD. Most impor-
tantly, it is an agreement between the technology
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development manager and the operational commander.
The management plan lays out a demonstration sched-
ule and defines the measures of success desired in each
ACTD. An oversight group is established for each
ACTD to assist in problem resolution. A small advisory
group composed of senior officers and civilians from
the Services and Joint Staff provides advice on the
general process and ACTD selection. Oversight of all
ACTDs is maintained by a steering group composed of
top level OSD and Service representatives, co-chaired
by the Under Secretary of Defense for Acquisition and
Technology and the Vice Chairman of the Joint Chiefs
of Staff.

Outcome of an ACTD

Upon the conclusion of an ACTD, based on the results
of the demonstrations, one of three possible decisions
regarding further acquisition and employment of the
technologies will be made. First, the ACTD may be
terminated or restructured based on the evolved concept
of operations and lessons learned. Second, if the
operator recommends further acquisition, it may be
possible to enter the formal acquisition process at some
advanced milestone point, e.g., MS II or III. Finally, it
may be possible to transition the technology demon-
strated directly to the warfighter. In this case, only
minor or perhaps no modifications to the existing
equipment will be required. This transition approach
may be particularly appropriate where only small
quantities of the new equipment are required.

Acquisition Reform

The ACTD is an important element of the Department’s
comprehensive acquisition reform effort. The ACTD
can serve as a prerequisite in the acquisition process for
new technological capabilities by providing both the
developers and users with better up-front definition and
understanding of new systems. In some instances, the
ACTD approach may be able to replace or accelerate the
early formal steps of the acquisition process. In other
cases, the ACTD may in itself become an acquisition
path for items required in only small numbers.
Surveillance systems; command, control and communi-
cations systems; and special operations equipment are
examples of technologies which are often required in

only limited amounts and may be obtained through the
ACTD approach.



Part Il Pursuing Defense Initiatives
TECHNOLOGY FOR 21ST CENTURY WARFARE

Rapid Force Projection Initiative | Precision Strike to Counter
Multiple Launch Rockets

High Altitude Endurance Medium Altitude Endurance

Unmanned Aerial Vehicle Unmanned Aerial Vehicle

Precision Signals Targeting Cruise Missile Defense, Phase [

System

Synthetic Theater of War Joint Countermine

Kinetic Energy Boost Phase Advanced Joint Planning

Intercept, Phase I

Battlefield Awareness and Data Counterproliferation

Dissemination

Air Base/Port Biological Defense | Navigation Warfare

Combat Identification Joint Logistics

Combat Vehicle Survivability Low Life-Cycle Cost, Medium
Lift Helicopters

Semi-Automated Imagery Miniature Air Launched Decoys

Processing

In the last year, the Medium Altitude Endurance
Unmanned Aerial Vehicle (Predator) participated in
Exercise Roving Sands, a major JCS-sponsored air
defense exercise, and was operationally deployed to
Europe in support of operations in the former Republic
of Yugoslavia. During Operation Deliberate Force, the
Predator system was highly praised for the support it
provide the warfighter. The Advanced Joint Planning
ACTD is well ahead of schedule at U.S. Atlantic
Command and is providing rapid readiness assessment
and planning tools that commanders have never had
before. In many cases, individual ACTDs involve the
coordination and cooperation of several Services and
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development agencies. As an example, the Joint
Countermine ACTD will evaluate the potential of new
technologies from the Navy, Marine Corps, and Army.
In a series of demonstrations, this ACTD will demon-
strate the capabilities of new mine countermeasure
technologies operating together to solve the complex
mine detection, avoidance, and neutralization problems
associated with shallow water, amphibious, and land
operations. Previous demonstrations would have
focused on evaluating the potential of only a single new
technology to counter' mines. The ACTD will deter-
mine the value added in supporting mine counter-
measure missions by building a system which exploits
and enhances the synergy of new technologies working
together in a coordinated architecture. In a second
example, a Combat Identification ACTD was initiated
to fix the most serious identification problems between
air, land, and maritime forces. Each ACTD will leave
those technologies that proved successful during the
demonstrations with the operational commander as a
residual capability.

CONCLUSION

In a period of unprecedented global proliferation of
advanced technologies where the life expectancy of
many technological systems is measured in months
rather than years or decades, the ACTD approach pro-
vides a means of rapidly moving new capabilities into
operational forces. ACTD:s also provide a vehicle to
explore the utility of new technologies combined with
new concepts of operation or organizational changes
that will help realize a Revolution in Military Affairs.
In order to do this effectively, it is critical to closely
integrate the warfighter into all aspects of the tech-
nology transition process. The ultimate goal of the
ACTD is to facilitate the rapid transition of emerging
technologies from the laboratory into the field at sub-
stantially reduced cost and in a manner which provides
U.S. forces with timely capabilities to operate safely
and effectively in a dynamic global environment.
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INTRODUCTION

The United States military maintains superior readiness
and is the best-trained and best-equipped fighting force
in the world. Advanced weapons give U.S. armed
forces tremendous advantages, but U.S. national
security ultimately relies on the quality and com-
mitment of the men and women who serve in uniform
and of the civilian employees who support them. That
is why the Department of Defense continues to place the
highest priority on recruiting, training, developing, and
supporting U.S. service members and the civilian
workforce.

FORCE STRUCTURE AND MANPOWER
LEVELS

The Department has been extremely successful in
accomplishing its two overarching drawdown goals: to
maintain a high state of readiness and to treat people
fairly. Principal features of the drawdown strategy
include synchronization of personnel reductions and
unit inactivations to maintain readiness, strategic
evaluation of workforce needs, caring for individuals,
and the pacing of reductions to access the numbers of
new recruits required to maintain the needed mix of
experience, grade, and skills.

Military reductions continued as planned in FY 1995.
These included an Air Force reduction of 26,000, an
Army reduction of almost 33,000, and a Navy reduction
of more than 34,000. Consequently, at the end of FY
1995, the Air Force had completed 91 percent of its
drawdown, the Army 95 percent, and the Navy 79
percent. The Marine Corps achieved its drawdown
strength objective at the end of FY 1994,

The success with which these significant reductions
have been made can be attributed to the Department’s
strategy to maintain a close linkage between force
structure and personnel management programs. For
example, a rapid achievement of the force structure
outlined in the Defense Bottom-Up Review required
significant congressional cooperation and support for
temporary separation incentive programs, approved
early retirement authorizations, transitional assistance,
and relief from statutory constraints. These programs
have allowed orderly downsizing with due con-
sideration of the human dynamics involved in such a
massive undertaking. Minimizing involuntary separa-
tions remains central to the Department’s plans; the vast
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majority of the reductions have been accomplished
through voluntary measures, a tremendous accomplish-
ment in the context of an all-volunteer force. This has
resulted in a right-sized force providing challenging
career opportunities and one that is cost-efficient and
sustainable.

Civilian downsizing has also been successful. Since FY
1989, the Department has reduced the civilian work-
force by approximately 24 percent or 269,000 civilians;
more than 53,000 of these reductions occurred in FY
1995. The Department continues to pursue a civilian
drawdown strategy that calls for camulative reductions
in the civilian workforce between FY 1989-2001 of
approximately 35 percent. Minimizing involuntary
separations by promoting voluntary incentives is also a
key feature of the civilian drawdown strategy. Con-
sequently, fewer than 10 percent of civilian reductions
in the past two years were through involuntary
separations, which are so costly in morale, productivity,
time, and money. To achieve this result, the Department
used a variety of tools provided by Congress, including
hiring freezes, the Priority Placement Program,
separation incentives, out-placement assistance, and
collaborative ventures with the Department of Labor
and the Office of Personnel Management.

RECRUITING HIGH QUALITY PEOPLE

A steady flow of new recruits is essential to maintain a
personnel force with the proper distribution of skills,
and to ensure the balance of age and experience that
supports the attainment of readiness. Each Service must
enlist and appoint enough people each year to sustain
the force and ensure seasoned and capable leaders for
the future. DoD annually must recruit about 200,000
youth to join the full-time, active duty armed forces,
along with approximately 150,000 for the Selected
Reserve. The Department estimates that over the next
three years, non-prior service accession missions for the
active force will increase more than 15 percent above
current levels.

DoD values recruits with a high school diploma because
years of research and experience show that those with
a high school diploma are more likely to complete their
initial three years of service. About 80 percent of
recruits who receive a high school diploma will
complete their first three years; yet only about 50
percent of those who failed to complete high school will
make it. Those holding an alternative credential, such
as a general equivalency diploma (GED), fall between
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these extremes. Over the past two years, more than 95
percent of all active duty recruits held a high school
diploma, compared to the 75 percent of American
youth, ages 18 to 23.

A separate indicator of quality is aptitude. All recruits
take a written enlistment test, called the ASVAB
(Armed Services Vocational Aptitude Battery). One
component of that test is the Armed Forces
Qualification Test, or AFQT, which measures math and
verbal skills. Those who score at or above the 50th
percentile on the AFQT are in Categories I-IIIA. DoD
values these higher-aptitude recruits because their
training and job performance are superior to those in the
lower (below the 50th percentile) categories. Research
shows a strong correlation between AFQT scores and
on-the-job performance, as measured by hands-on
performance tests (speed and accuracy of performing
job-related tasks) across the range of occupations. Over
70 percent of recent recruits score above the 50th
percentile of the nationally representative samples of
18-23 year olds.

Active Duty Military
(End Strength)
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Higher levels of recruit quality — a traditional high school
diploma which predicts perseverance, and higher aptitude
which indicates performance potential — serve to reduce
attrition while increasing individual performance. In
1993, the Department established benchmarks, or
floors, to sustain recruit quality. The figure above
displays the recent success against those floors (90
percent high school diploma graduates; 60 percent
top-half aptitude (Category I-1I1A)).

Challenges in a Changing Recruiting
Environment

In recent years, American youth have shown declining
interest in joining the military. Results from the 1995
Youth Attitude Tracking Study (YATS), however, show
propensity was slightly higher than in 1994; 28 percent
of 16-21 year-old men expressed positive propensity for
at least one active duty Service, up from 26 percent in
1994. The Department remains concerned, however,
because of the great demand placed on recruiters.
According to the most recent recruiter survey, recruiter
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morale is down and stress is up — most recruiters now
work at least 60-hour weeks. Fortunately, Congress has
authorized an increase of up to $100 monthly in
recruiter special duty assignment pay, something
recruiters surely have earned.

Over the past several years, enlistment propensity
declined as the Services experienced serious cuts in
recruiting resources. In FY 1994-95, recruitment
advertising was increased, and the 1995 YATS results
indicate a slight increase in propensity. Continued
investment in recruiting and advertising resources is
required, however, to assure that the pool of young men
and women interested in the military will be available
to meet Service personnel requirements in the future.

Congress increased the Department’s advertising
budget for FY 1995 and 1996 to help ensure American
youth are acquainted with opportunities in the armed
forces. In spite of U.S. armed forces downsizing,
American youth need to receive the message the
military remains not only one of the nation’s largest
employers, but also one of its best!
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National Service and Recruiting Programs

The Department explored the impact of National
Service on military recruiting and concluded that the
two programs can coexist successfully because the
National Service program’s size is modest, and the
value of its benefits is lower in comparison with
enlistment benefits offered by the military. Therefore,
DoD believes both programs are correctly sized and
structured. Anecdotal evidence suggests some National
Service programs may even benefit recruitment
marginally. The Navy and Americorps-affiliated
Seaborne Conservation Corps, for instance, introduces
high school dropouts to a military style of life and
requires they earn a high school GED. Seven of the 42
members in the first graduating class enlisted in the
armed services — which they could not have done
without the GED and may not have been inspired to do
without the experience provided by the Seaborne
Conservation Corps.

RECRUITING — AN ESSENTIAL
PRIORITY IN DOD

Because recruiting is vital to readiness, the Deputy
Secretary of Defense established the Senior Panel on
Recruiting in April 1994 to provide oversight at the
highest levels of the Department. The standing panel is
chaired by the Deputy Secretary of Defense and
includes the Secretaries of the military departments and
the Chairman of the Joint Chiefs of Staff; this group
continues to meet regularly to review the status of
recruiting. This panel deals quickly and effectively with
any emerging problems.

DoD has focused on three major recruiting initiatives.

® First, in response to the declining propensity for
16-21 year-old males, especially for Blacks (how-
ever, the propensity for Blacks remains higher than
the propensity for Whites) an extra $89 million was
added for advertising in FY 1995. Congress
increased recruiting resources (including advertis-
ing) for FY 1996 by $31 million. DoD has initiated
focus group research to look at youth and adult
influencer attitudes toward the military and to try to
better understand why propensity is declining.

® Second, for the next several years, accession
requirements appear to rise faster than programmed
resources. DoD has encouraged the Services to

reprogram to ensure adequate resources are avail-
able to meet recruit quantity and quality goals.

® Third, since surveys indicate higher recruiter stress
and dissatisfaction, lower morale, and quality of life
concerns, the Department directed the Services to
review recruiting policies and practices with a goal
of reducing pressures on recruiters. A recent joint-
Service study has focused on numerous recruiter
quality of life issues, some of which are listed in
Table III-1. Results and recommendations have
been briefed to the OSD staff, which is preparing a
consolidated plan of action.

Issue Current Efforts

Health Care In August 1994, the Department addressed the
issue of TRICARE Prime for members and their
dependents in areas outside the normal areas of
coverage. Other initiatives tentatively under
review include waiving CHAMPUS deduct-
ibles and co-payments, providing a Health Care
Management Program, and giving recruiters a
medical debit card to guarantee payment to
health care providers.

Housing Many recruiters — particularly those stationed
in higher cost areas — are inadequately reim-
bursed for housing costs; therefore, the Depart-
ment now is evaluating the feasibility .of
establishing a leased-family housing program
that would help those recruiters.

Child Care The Department is reviewing the possibility to
expand and use child care spaces in other
government programs. This includes negotia-
ting with the General Services Administration
to obtain spaces for military members at 102
government-owned and leased locations nation-

wide.

Pay DoD will implement authority to increase
Special Duty Assignment Pay (SDAP) for
recruiters from $275 to $375 per month.

To reengineer recruiting and as a follow-up to a 1990
Defense Management Review by the General Account-
ing Office, the Department initiated a joint-Service
study to evaluate the viability and cost-effectiveness of
alternative recruiting support concepts, including a con-
solidation of recruiting support under a single organi-
zation. The major objective was to provide support
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necessary to achieve cost-effective recruitment goals
while ensuring reasonable quality of life for recruiting
personnel. The study group evaluated the several
critical recruiting support functional areas: recruiting
facilities; transportation, supply, and equipment;
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automation and communications; market analysis and
research; advertising and promotional support; and
quality of life for recruiting personnel and their families.
The group’s draft report was delivered to OSD and is
being finalized for Service coordination and comment.

FY 1995 Quality Indices Accessions? (in thousands)
Percent High Percent Above
Component/ School Diploma | Average Aptitude | FY 1995 FY 1995 | FY 1996 | FY 1997
Service Graduates AFQTI-IIIA | Objectives | Actual | Planned® | Planned?
Army 96 69 62.9 62.9 68.0 90.7
Navy 95 66 48.6 48.6 57.0 57.2
Marine Corps 96 66 332 332 33.8 36.2
Air Force 99 84 30.9 31.0 30.7 303
TOTAL 96 71 174.8 1758 189.5 2144
a Includes prior service accessions.
b Based on Service Recruiting Production Reports and DoD FY 1997 Budget Estimates.

FY 1995 Quality Indices Total Accessions
Non-Prior Service Non-Prior and Prior Service (in thousands)
Percent High Percent Above
School Diploma | Average Aptitude | FY 1995 | FY 1995 | FY 1996 | FY 1997
Component/Service Graduates AFQT I-IIIA Objective® | Actual® | Planned® | Planned®
Army National Guard 82 54 60.6 56.7 68.6 64.1
Army Reserve 95 75 47.7 48.1 50.7 47.7
Naval Reserve NAC NAS 13.6 13.7 17.2 16.8
Marine Corps Reserve 98 77 9.6 9.9 10.2 10.5
Air National Guard 94 76 8.4 8.4 8.7 8.4
Air Force Reserve 94 78 8.8 8.5 6.9 8.7
TOTAL 90 67 148.7 145.2 162.3 154.2
2 Based on Service Component Recruiting Production Reports.
b FY 1997 DoD Budget Estimates.
¢ Naval Reserve accessed only prior service recruits in FY 1995,
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Recruiting for the Selected Reserve

With the increased reliance on the Reserve Com-
ponents, continued manning by quality prior service
and non-prior service recruits remains a priority.
During recent years, the Department has experienced
considerable success in recruiting for the reserve forces.
Since 1991, the number of new recruits into the Reserve
Components with high school diplomas has increased
by 10 percent, and new recruits in the upper half of the
Armed Forces Qualification Test categories has grown
by 10 percent. There are, however, current and future
dynamics that will make it increasingly difficult to
maintain robust reserve force strength levels in the
coming years. The perceptions caused by downsizing,
reduced budgets, and inactivating local units all
continue to give the public the impression the Reserves
are no longer hiring, or that the Reserves are not a viable
employment opportunity. Additionally, the approach-
ing completion of the drawdown of the active forces will
mean fewer service members entering the prior service
pool for Selected Reserve membership, thus increasing
the need for non-prior service recruiting. To meet this
challenge, increased advertising budgets and more
recruiters are needed to achieve outyear missions,
especially after the Reserve Component downsizing
abates and accession missions increase.

The Assistant Secretary of Defense for Reserve Affairs
convened a Reserve Component Recruiting and
Retention Task Force to analyze the current state of
supporting programs and to explore new and innovative

ways to meet the mission. Prime among the topics this
task force will explore is the utilization of the Selected
Reserve Incentive Program, a series of bonuses for
enlistment and reenlistment. The task force will also
focus on intensifying retention efforts to reduce unpro-
grammed losses in the Selected Reserve that occur prior
to reenlistment windows.

Full-Time Support to the Reserve Components

Full-time support personnel provide increasingly criti-
cal assistance in administering, recruiting, retaining,
instructing, and training the Guard and Reserve. The
full-time support program grew rapidly during the past
two decades as the reliance on Reserve components in
the Total Force increased. As the Total Force decreases
in size, so will the full-time support program. However,
the Department is working hard to ensure the fuli-time
support force remains large enough to provide a trained
and ready force supported by well-maintained state-of-
the-art equipment. Table III-4 shows current and
planned full-time support strengths.

Full-time support personnel provide the backbone of
Guard and Reserve readiness. Additional missions and
reliance will be placed on the Reserve components.
With the multiplicity of demands being placed on part-
time soldiers, it is imperative the effective use of the
limited training time available to them be maximized.
Full-time support personnel ensure training is planned,
organized, and conducted with properly maintained
equipment.

FY 1995 FY 1996 FY 1997 FY 1998
Actual Planned Planned Planned
Army National Guard 49,180 49,854 49,504 48,714
Army Reserve 20,916 20,843 20,918 20,647
Naval Reserve 24,947 25,714 25,364 25,205
Marine Corps Reserve 6,669 6,609 6,685 6,685
Air National Guard 36,090 36,058 35,260 35,870
Air Force Reserve 16,920 17,122 16,736 16,421
TOTAL 154,722 156,200 154,467 153,542

* Includes Active Guard and Reserve, military technicians, Active component, and civil service personnel.
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TREATING PEOPLE FAIRLY

Supporting Service Members

Good quality of life, including adequate compensation,
is an important component of medium-term readiness.
Toward that end, the President announced a $25 billion
increase in defense spending, about half of which was
designated for quality of life improvements. Those
funds are targeted at three areas: compensation, married
and bachelor housing, and family and community
support.

Pay/Compensation Issues

In order to attract, motivate, and retain quality people,
the armed forces must provide a standard of living for
its members that can compete with the private sector
into the 21st century. If it does not, the Services cannot
continue to recruit and retain high quality people in this
nation’s all-volunteer force. President Clinton has
committed to support the full military pay raises
authorized by law through the end of the decade — an
unprecedented commitment.  The Department of
Defense has implemented a cost of living allowance in
areas of the continental United States where local costs
(excluding housing, which is a separate allowance)
exceed national average living costs by 9 percent or
more. This program is now helping 30,000 military
families that are assigned to high-cost areas. The
Department is also moving to reduce the excessive
absorption of housing costs now being experienced by
those in uniform.

The Department continues to aggressively work
initiatives to improve the military compensation system
through a unified legislative and budgeting process. As
a result, the Department submitted the following
legislative initiatives, through the Office of Manage-
ment and Budget; these were enacted as part of the FY
1996 National Defense Authorization Act:

®  Basic Allowance for Quarters for E-6 without
Dependents on Sea Duty will extend entitlement to
quarters allowances for single petty officers
assigned on sea duty. This allows these members to
establish and maintain permanent residences
ashore.

®  Tender Sea Pay will establish continuous entitle-
ment to Sea Pay for crew members assigned to ships
designated as tenders. Currently, tender crew
members only qualify while their ship is away from
port.

® Family Separation Allowance-II for Geographic
Bachelors will authorize family separation
allowance during deployments for members who
become geographic bachelors during permanent
relocations.

®  Servicemen’s Group Life Insurance coverage will
rise from $100,000 to $200,000 automatically.
Coverage could still be declined or reduced if
member does not want maximum.

®» Dislocation Allowance for Base Realignment and
Closure Moves will provide Dislocation Allowance
to members who must relocate in a Base Realign-
ment and Closure (BRAC) move. Current law
requires service members to change jobs and have
a government-funded move before receiving this
allowance. This change will account for costs
incurred due to local BRAC-required moves.

These improvements directly and measurably assist
members of the armed forces and their families.
Moreover, these investments constitute a sound means
of preserving high levels of personnel readiness.

Promotions

The Services have worked hard to provide reasonably
consistent promotion opportunities in order to meet
requirements, ensure a balanced personnel force
structure, and provide a meaningful opportunity for all
service members. There is a common misconception
that promotions have been frozen because of the
drawdown, but that is simply not the case. Promotions
have remained generally steady during the drawdown.
Last year, the Services promoted over 110,000 soldiers,
sailors, airmen, and marines into the top five enlisted
grades (E5-E9). There has been only a slight increase
in the average promotion time for some grades and
skills. Officer promotion opportunity also has held
steady, generally remaining within 5 percent of the
levels before the drawdown began. For the future, the
Department expects promotion points will improve and
promotion opportunity will remain steady.
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Force Stability

As the Services complete their downsizing, the focus
shifts to the task of stabilizing the force. Any drawdown
of the size that has been achieved, even one carefully
and successfully managed, will cause turbulence — it
is an inevitable by-product of change. Therefore, DoD
1s now taking steps to return a sense of stability to the
armed forces.

One of the most important elements of this effort is
Secretary Perry’s Quality of Life Initiative (see Quality
of Life chapter for a complete discussion of this
initiative). Less quantifiable factors also contribute to
a stable environment for service members. These
include visible and challenging career opportunities,
healthy military communities, the satisfaction of
reasonable expectations for the future, and the
availability of a military career for those who perform
well. Compensation, housing, and family support, the
central points of the initiative, are keys to creating the
sense of stability.

Finally, personnel tempo (PERSTEMPO), the amount
of time service members spend away from their home
base, is an important component of force stability.
PERSTEMPO has increased somewhat since the end of
the Cold War, particularly for the Army and Air Force,
as DoD has reduced forces stationed overseas. The
Navy and Marine Corps, though more accustomed to
routine deployments, have also seen some increase in
PERSTEMPO. If this rate were to become too high, it
could have a negative effect on the stability of the force.
But, while there are certain specific units and military
specialties which have been used repeatedly, DoD
believes the current PERSTEMPO of the force as a
whole is sustainable. = PERSTEMPO has been
historically high for the Services and has increased since
the end of the Cold War. Despite the increase in
PERSTEMPO, overall morale, retention, and readiness
remain high. This is due, in part, to the fact that service
members have always derived a sense of purpose and
satisfaction from the opportunity to perform the
functions for which they joined the military. However,
there are some indications that high PERSTEMPO in
certain units has a negative impact on the quality of life
of members. For the small number of units subjected to
a high deployment rate, DoD is now taking steps to
alleviate that strain, including increased use of the
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Reserve Component. (See Readiness chapter for a full
discussion of PERSTEMPO initiatives.)

Separation and Transition

While the number of separations in the remainder of the
1990s is expected to be somewhat lower than in the prior
decade, substantial numbers will continue to leave the
military each year for a variety of reasons. Throughout
the 1990s, the military services will separate between
250,000 and 300,000 active duty personnel annually.
Even after the drawdown, separations will average
250,000 per year.

Military personnel have certain advantages in the job
marketplace; they are, on average, better trained,
educated, and disciplined than their civilian counter-
parts. However, they also have three distinct disadvan-
tages in seeking and securing civilian employment:

® Most have never competed in the civilian labor
force for a job and even those that have, have not
done so for at least three or four years and many for
as many as 20 to 30 years.

® Most military members live the majority of their
daily lives in a largely separate society and have not
established the civilian networks key to successful
job hunts.

® Many military members are currently assigned
great distances from job markets they want to enter,
and a substantial portion are either afloat or over-
seas.

On a per capita basis, unemployment costs to DoD have
been significantly reduced as a result of efforts to
provide job assistance and pre-separation counseling
through the established Transition Program. Since the
beginning of the all-volunteer force, DoD policy has
recognized that a positive quality of life in the nation’s
armed forces is a vital element of defense capability. Its
commitment to treat people right has helped attract the
best people to serve in the nation’s defense. Transition
support and services are a vital part of treating members
right, even as they prepare to leave military service and
embark upon new careers. This common sense
approach to military separation is essential for the well-
being of all military members. For more information on
transition support to service members, see the chapter
on Quality of Life.



Part Il Enhancing Defense Management
PERSONNEL

Equal Opportunity

Equal opportunity is a military necessity. It provides
today’s all-volunteer force access to the widest possible
pool of qualified men and women; it allows the military
to train and assign people according to the needs of the
Service; and it guarantees service men and women that
they will be judged by their performance and will be
protected from discrimination and sexual harassment.

Discrimination, sexual harassment, and disparate
treatment jeopardize combat readiness by weakening
interpersonal bonds, fomenting distrust, eroding unit
cohesion, and threatening good order and discipline.
An organizational climate poisoned by bias sets
member against member and undermines institutional
allegiance. Quality of life in the armed forces is
supported by comprehensive and reliable systems for
addressing human relations issues and for investigating
and resolving discrimination complaints. Such systems
provide a visible symbol of organizational commitment
to equality and fair treatment, education and training,
counseling support, and assistance to complainants
when equal opportunity violations occur.

Department of Defense policy clearly proscribes
discrimination and sexual harassment. DoD strives to
ensure it is an organization where every individual is
able to contribute to his or her fullest potential in an
atmosphere of respect and dignity. Furthermore, the
Department, of necessity, is building a force which
reflects the diversity of the nation.

In May 1995, the Department transmitted to Congress
the report of the Defense Equal Opportunity Council
Task Force on Discrimination and Sexual Harassment.
The report contained 48 recommendations for improve-
ments in the Services’ discrimination and sexual
harassment prevention programs, including the estab-
lishment of Department-wide standards for discrim-
ination complaints processing. In August 1995, publi-
cation of DoD Directive 1350.2, Department of Defense
Military Equal Opportunity Program, implemented the
report’s recommendations.

The Department of Defense has carefully monitored the
effects of the downsizing on minorities; in fact, Section
533 of Public Law 103-337 requires the Department to
report on readiness factors by race and gender. This
report is at Appendix G. The appendix also discusses
the Department’s review of the Services’ discrimination
complaint procedures and the improvements imple-
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mented to help ensure the fair and prompt resolution of
identified transgressions.

IMPROVING FORCE MANAGEMENT

Future Officer Management

The Defense Officer Personnel Management Act
(DOPMA) is the cornerstone of the Department’s
officer management system, and has served the
Department, Services, and individual officers well for
the past 15 years. Further, DOPMA, along with other
special programs provided by Congress, gave the
Department the flexibility to manage the drawdown of
the officer force in a humane way, treating officers right,
while maintaining readiness. Nonetheless, given the
evolving force structure, changing roles and missions,
and the substantially smaller size of the officer corps,
the Department is reevaluating DOPMA and other ele-
ments of officer personnel management to ensure their
viability into the 21st century. This is a long-term effort
that will look at all elements of the officer life cycle from
accession, through training, utilization, and promotion,
to separation or retirement.

Improving Compensation

The law requires the President to conduct a complete
review of the principles and concepts of the com-
pensation systems for members of the uniformed
services every four years. President Clinton signed a
charter for the Eighth Quadrennial Review of Military
Compensation (QRMC) in January 1995. Previous
QRMC:s focused on the existing system and how to
improve its effectiveness; the Eighth QRMC is focusing
on how to employ the military human resource manage-
ment system strategically. The charter requires the
Eighth QRMC to look well into the future and to
develop a military compensation system that will
attract, retain, and motivate the diverse work force of the
21st century. The Review is:

® Conducting a comprehensive review of current

compensation and human resource management
theory/practice.

® Evaluating the evolving characteristics of the
military and the environment impacting it; setting
forth a framework for military compensation in the
21st century.
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® Identifying new and emerging approaches to com-
pensation and assessing their implications for the
military.

®  Designing components of a future compensation
system; suggesting how the human resource
management system can be employed strategically
to accomplish organizational objectives; proposing
implementation strategy.

®  Establishing DoD as a leader in attracting, retain-
ing, and motivating the diverse work force of the
21st century.

The Eighth QRMC is expected to complete its work in
June 1996.

Status of Women in the Military

DACOWITS

Establishment of the Defense Advisory Committee on
Women in the Services (DACOWITS) in 1951 was a
major milestone for military women. DACOWITS is
a civilian federal advisory committee of prominent
citizens from across the nation, representing industry,
education, and civic affairs. The committee serves to
promote public acceptance of military service as a
career field for women, and to advise the Secretary of
Defense on policies relating to the utilization of women.
DACOWITS has been particularly effective in
improving opportunities and benefits for military
women. In 1995, the DACOWITS Executive Com-
mittee visited the military in the Pacific, including
Hawaii, Alaska, Korea, and Japan. The committee’s
trip was characterized by many of the installation
commanders as one of the most successful in memory.
The key to this success was the positive partnership
formed between military leaders and the committee
members. The committee conducted interviews with
over 3,000 service women and men and included this
feedback in their report to the Secretary of Defense.

NEW ROLES FOR SERVICE WOMEN

During the past two years, the Department of Defense
has made major progress in removing impediments to
the recruitment, training, and use of its service
members. The Department’s policy on the assignment
of women has proceeded in three phases — first with a
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focus on aviation, then on assignment to naval
combatants and, finally, on ground assignments.

In April 1993, then-Secretary of Defense Les Aspin
directed the Services to open up additional occupational
specialties and assignments to women. In particular,
women began to compete for assignments in aircraft
that engage in combat. Secretary Aspin also directed
the Secretary of the Navy to open more assignments for
women on noncombatant vessels and to develop legis-
lation to repeal the naval combatant exclusion law. One
important qualification in the implementing memo-
randum was that women were not to be assigned to units
that engage in direct combat on the ground. During this
phase, nearly 42,000 new positions could be filled by
either men or women.

Congress made the second phase possible in November
1993, when it repealed the naval combatant exclusion
law. That change opened more than 136,000 new posi-
tions in the Navy to women. The November 1993 law
also prohibited opening additional combat positions to
women without congressional review.

The third phase began with Secretary Aspin’s January
1994 policy memorandum which revoked the DoD Risk
Rule and promulgated a definition of direct ground
combat and an associated assignment rule. On July 28,
1994, Congress was notified that the DoD Risk Rule
would be rescinded and the Services would open
additional combat positions and career fields to women
effective October 1, 1994. This guidance established
the framework for the utilization of women under which
the Department now operates. As a result of these
initiatives, more than 80,000 new positions opened to
women in the Army and Marine Corps, with the most
prominent constraint on the assignment of women
remaining in the area of direct ground combat. Under
the current policy, women are eligible to be assigned to
all positions for which they are qualified, except they
shall be excluded from assignment to units below the
brigade level whose primary mission is to engage in
direct combat on the ground. Generally speaking, this
means that armor, infantry, ranger, special forces, and
field artillery battalions remain closed to women in the
Army. In the Marine Corps, the infantry regiment and
artillery, as well as tracked vehicle and combat engineer
battalions, with their associated elements, remain
closed to women.

Asaresult of the Department’s actions since April 1993,
women are now eligible to be assigned to some 260,000
additional military positions. About 80 percent of the
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jobs and more than 90 percent of the career fields in the
armed forces can now be filled by the best qualified and
available person, man or woman. This represents a
major increase in the flexibility of the Services to
maintain a high state of readiness. Reports from the
field and fleet indicate that service women are carrying
out their new roles with the same excellence and
professionalism that has always characterized the
performance of members of the United States armed
forces.

HEALTH CARE

A crucial part of the nonpay benefits package and a key
element of military quality of life is health care. The
Department of Defense has a dual health care mission —
first, to ensure medical readiness, which includes both
the health and vitality of service members and the
capability to provide health care during military
operations, to include the effective management of
evacuation policy, and second, to provide care to
members of the armed services and their families,
retirees, and others entitled or eligible for DoD health
care.

The military’s health care mission is both vast and
complex. There are 8.3 million beneficiaries eligible to
receive health care from the Military Health Services
System (MHSS). Direct care is delivered worldwide in
120 hospitals and numerous clinics. Care is also
purchased from the civilian sector through the Civilian
Health and Medical Program of the Uniformed Services
(CHAMPUS) and through managed care support con-
tracts implemented under the TRICARE program. Sub-
stantial resources are required to accomplish the DoD
medical mission. The medical portion of the DoD FY
1996 appropriation is approximately $15.6 billion, or
6.3 percent of the entire defense budget.

Health Care Initiatives

TRICARE

During the past year, the Department began imple-
menting the new managed health care initiative under
the TRICARE program. This initiative is a regional,
managed care program for members of the uniformed
services and their families, survivors, and retired
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members and their families. It brings together the health
care delivery systems of each of the Services and
CHAMPUS in a cooperative and supportive effort to
provide quality uniform health care benefits. It offers
stable, comprehensive health care coverage, quality
care, and improved beneficiary access to a variety of
health care options while containing overall DoD health
care costs.

Under TRICARE, eligible beneficiaries will have three
choices for their health care delivery: (1) TRICARE
Prime is an enrolled health maintenance organization
option; (2) TRICARE Extra offers a preferred provider
option with discounts; and (3) TRICARE Standard is a
fee-for-service option which is the same as standard
CHAMPUS. All active duty members will be enrolled
in TRICARE Prime. All CHAMPUS eligible bene-
ficiaries may choose among the three TRICARE
options while Medicare eligible beneficiaries remain
eligible for care in military medical treatment facilities
on a space-available basis. Provider education and
beneficiary marketing programs are an integral part of
the regional TRICARE program.

The dramatic reduction of the U.S. military presence in
Europe has required better systematic integration of
health care planning and delivery among the Services.
The Department, the Services, and personnel in Europe
are all actively working to develop a comprehensive
regional health care plan for all DoD beneficiaries
residing in Europe. Many of the initiatives being
developed in Europe also have merit for consideration
in other overseas areas with sizable military
populations, most notably in the Pacific.

OVERSEAS FAMILY MEMBER DENTAL CARE

The Department initiated an aggressive program to
improve access to dental care for family members
residing outside the United States. The Overseas
Family Member Dental Program is a comprehensive,
integrated plan tailored to each location and is an
integral part of the TRICARE Europe Regional Health
Plan. A sizable increase in dental resources has begun
and will result in increasing access for family members.
Phased implementation of the Overseas Family
Member Dental Program has begun in Germany and
northern Italy. Full worldwide implementation is
planned for FY 1996. This initiative is already
considered one of the single greatest quality of life
improvements for family members overseas.



Part III Enhancing Defense Management
PERSONNEL

MEDICAL CARE FOR BENEFICIARIES IN
BRAC AREAS

The approved BRAC lists (1988, 1991, 1993, and 1995)
will result in the closure of 31 military hospitals and an
additional number of health clinics in the continental
United States. With strong congressional support for
the Department to do more for beneficiary populations
affected by base closures, planning and programs were
enhanced to specifically address their needs. DoD
eligible beneficiaries remaining in areas affected by
BRAC actions will be provided with alternative health
care delivery options after their local military treatment
facility closes. The Department’s actions to lessen the
medical impact include transition health care programs,
managed care initiatives, retail pharmacy networks, a
mail service pharmacy demonstration, and meetings
with beneficiaries at affected BRAC sites.

JOINT EFFORTS WITH THE DEPARTMENT
OF VETERANS AFFAIRS

Within the past year, a very constructive relationship on
health issues has evolved between the Assistant
Secretary of Defense for Health Affairs and the Depart-
ment of Veterans Affairs (VA) Under Secretary for
Health. Last year, DoD and VA worked closely together
to allow VA hospitals to participate in the TRICARE
program. These efforts culminated in a memorandum
of understanding that enables VA hospitals to become
a part of the provider network under TRICARE.
Further, the two agencies have laid out and committed
themselves to a number of priority and mutually
beneficial program areas.

‘GULF WAR VETERANS HEALTH ISSUES

The Department is strongly committed to dealing with
the issue of potential adverse health effects that may
have resulted from service during Operations Desert
Shield and Desert Storm. To investigate the nature of
their illnesses, DoD and the Department of Veterans
Affairs each developed programs to provide medical
examinations to Gulf War veterans. Established in June
1994, DoD’s Comprehensive Clinical Evaluation
Program (CCEP) provides in-depth medical evaluation
for DoD beneficiaries who are experiencing illnesses
which may be related to their service in the Persian Gulf.
Spouses and children of Gulf War veterans may
participate in the CCEP if they are eligible for DoD
“health care. As of early December 1995, there were
27,575 participants in the program, of which 20,796 had

98

requested an examination and over 18,924 had finished
the evaluation process. A report on 10,020 participants
was completed and released in August 1995. Based on
the experience at that time, the CCEP found no clinical
evidence for a new syndrome or unique illness among
Gulf War veterans. These results are consistent with
conclusions of a National Institutes of Health Tech-
nology Assessment Workshop.

Programs were also developed at military Specialized
Care Centers focusing on rehabilitation, restoration of
function, and promotion of well-being. Ongoing
related research efforts include reproductive health
research, leishmaniasis (type of parasite) research,
research on the effects of exposure to depleted uranium,
and the possible effects of certain chemical compounds
encountered in the Gulf War. The Department also
launched an investigation team to look into incidents
and exposure that might be related to illnesses
experienced by Gulf War veterans.

TELEMEDICINE

Telemedicine uses high tech communications to allow
doctors and other health care professionals to help
patients in distant locations. Rapid advances in
communications and related technologies continue to
expand the usefulness of telemedicine. The Department
is developing strategies to fully exploit the potential for
telemedicine and move telemedicine and other new
technologies into the mainstream of the military health
care system. Today’s provisional telemedicine links
between deployed U.S. forces and military hospitals in
the United States support diagnostic consultation and
long-distance medical mentoring. In the future, DoD
expects to save casualties who would have been among
the killed in action in previous wars by projecting expert
medical care forward on the battlefield.

Applications for telemedicine include trauma care,
radiology, dentistry, pathology, surgery, dermatology,
patient evacuation, infectious disease surveillance, and
support of epidemiological field investigations. These
technologies are expected to become much more widely
applied in both military and civilian health care
delivery, medical training and education, and medical
research.

GLOBAL SURVEILLANCE SYSTEM

DoD has a strong national security interest in medical
intelligence and global epidemiology. With an increase
in the number of infectious diseases (both old and
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emerging), the Department believes a Global
Surveillance System, which would identify and char-
acterize infectious diseases and aid in their con-
tainment, will have great benefits for the international
community, the U.S. population vulnerable to such
diseases, and U.S. troops deployed outside the United
States. The Assistant Secretary of Defense for Health
Affairs, in conjunction with the Departments of State
and Health and Human Services, the Agency for
International Development, and other agencies, is
working to develop and promote a vision for this system
which would cover all geographic areas, coordinate
with all participating nations and nongovernmental
organizations, provide timely reporting, be capable of
international rapid response to outbreaks, train
infectious disease staff, expand research on disease
diagnosis, prevention and control, and provide inter-
national data system and communications support.

Military Health Care Advisory Committee

This Committee, which includes members designated
from outside DoD, functions as an external advisory
body for developing MHSS policy and strategy. It
advises the Secretary of Defense, the Deputy Secretary
of Defense, the Under Secretary of Defense for
Personnel and Readiness, the Assistant Secretary of
Defense for Health Affairs, and the military depart-
ments on matters relating to military health care and
other health related matters that are of special interest to
the DoD. Facing important challenges, the Department
is developing a strategic vision focusing on future-
oriented solutions which consider the rapid changes
occurring in the world. The goal is to improve the
quality and efficiency of the military health services
system and provide access to excelient medical services
for all those entitled to DoD health care.

THE CIVILIAN WORKFORCE

Civilian Downsizing and Transition Assistance

Reducing the workforce while minimizing the impact
on civilian employees has been one of the most difficult
tasks facing the Department of Defense in recent years.
DoD was largely successful in this effort through the
innovative use of special personnel programs and
incentives. To date, DoD has accounted for the over-
whelming majority of cuts in the efforts to downsize the
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federal government. Since October 1989, DoD has
reduced civilian employment by over 269,000. By
September 1999, an additional 90,000 positions will be
eliminated, with further reductions anticipated.

To achieve the necessary reductions with minimum
workforce turbulence, DoD developed the Civilian
Assistance and Re-Employment (CARE) Program in
FY 1993. CARE capitalized on the existing Depart-
ment of Defense Priority Placement Program (PPP);
combined and enhanced reduction and transition
assistance programs into one division; and sought
flexibility from other federal agencies and Congress.

®  Since October 1992, DoD civilian strength has
declined by almost 158,000, with fewer than 13,000
involuntary separations.

® [n that same time, the Department has reabsorbed
over 28,000 employees through PPP.

®  Through operations of the Defense Outplacement
and Referral System, about 1,300 employees have
gone to other federal employers and many more
have been hired by private and public employers.

®  Since October 1992, the Department has paid close
to 73,000 incentives to employees in targeted
occupations and grades, thereby avoiding a like
number of layoffs.

The Department’s combined use of hiring constraints,
Voluntary Early Retirement Authority, training initia-
tives, and the approaches mentioned above has resulted
in minimal involuntary separations. DoD is now adding
the Non-Federal Hiring Incentive, which Congress
authorized in the FY 1995 National Defense Authori-
zation Act, at all closing bases. This incentive will
encourage private and public employers to hire DoD
workers who are facing separation by providing pay-
ments of up to $10,000 per worker for retraining and
relocation.

Civilian Training and Education

The Department is looking at more effective and
cost-efficient ways to train, educate, and develop
civilian employees. Last year, DoD launched an effort
to develop a framework for civilian leader development
that would provide a universal, comprehensive, and
systematic program to enhance support of the changing
national security objectives. The framework, called
Growing the Gold, is built on the professional military
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education (PME) model. PME provides a sequential
and progressive program of leadership education in
basic, intermediate, and senior Service schools, as well
as the National Defense University. The draft program
seeks to increase civilian participation in those schools
and to identify comparable opportunities. In a related
effort, the Department is investigating the possibility of
exporting to other critical functions the approach to
career management used by the acquisition workforce.
That approach calls for certification of employees based
upon prescribed training, education, and assignments.
These initiatives respond to the President’s call for
greater and smarter investment in human capital.

Defense Partnership Council

Chartered in June 1994, the Defense Partnership
Council (DPC) is composed of senior management
officials from the Department, the Services, and key
leaders from several major unions. The union officials
who are part of the DPC represent approximately 1,700
bargaining units located throughout the world. The
DPC has taken important steps in the process of
transforming labor-management relations from the
traditional adversarial mode to a cooperative model
based on partnership and mutual respect. The Depart-
ment has trained more than 23,000 management
officials, union representatives, and employees in some
aspect of partnership. In addition, the Office of the
Assistant Secretary of Defense for Force Management
Policy sponsored training for more than 500 managers
and union officials; this training was jointly developed
by DoD, several major unions, the Federal Labor
Relations Authority, and the Federal Mediation and
Conciliation Service.

The DPC is forging a more constructive relationship
between labor and management by bringing together
key officials with the ability to shape the labor-
management climate in the Department. By discussing
substantive issues face-to-face, the DPC members are
breaking down old barriers of suspicion and mistrust.
The partnership process highlights the many common
interests shared by DoD organizations and DoD unions.
In fact, projects initiated by the DPC were instrumental
in fostering local labor-management relationships
focused on supporting and enhancing DoD’s national
security mission and creating and maintaining high-
performance workplaces that deliver the highest quality
products and services to the American public at the
lowest possible cost.
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Civilian Personnel Regionalization and
Systems Modernization

The Department is moving forward with its restruc-
turing plan to regionalize civilian personnel services
and develop a modern information system to support
civilian personnel operations. With input from the
military departments and defense agencies, the
Department developed a regional service delivery
model based on a number of successful prototypes
implemented since 1986. The regionalization effort
capitalizes on economies of scale by consolidating
selected civilian personnel operations into Regional
Service Centers and small Customer Support Units.
Administrative processing operations and program
management activities will be concentrated at the
Regional Service Centers, while personnel operations
requiring face-to-face customer interaction will remain
at Customer Support Units.

Concurrent with regionalization, the Department is
building on previous Corporate Information Manage-
ment (CIM) efforts to modernize its civilian personnel
data system. This modern approach will support
regionalization with open systems-compliant hardware
and software platforms and standard communications
protocols over the Defense Information System Net-
work. It will provide managers easy access to the data
system through graphical user interfaces and implement
other technological improvements. To reduce develop-
ment time and resources and implement private sector
best practices wherever possible, the Department has
purchased a commercial off-the-shelf (COTS) human
resource information system as the basis for the modern
data system.

The Department’s goal is to improve service quality
while reducing resources. The current ratio of civilian
personnel employees to employees serviced will greatly
improve when the modernization effort reaches full
implementation. The resultant resource reductions will
meet or exceed the Department’s National Performance
Review streamlining targets. Economic analyses con-
firm that with proper investment, regionalization, and
systems modernization are achievable and cost effec-
tive, and the benefits after full implementation will be
substantial.

Consolidated Advisory Services to the Field

Field Advisory Service (FAS), a DoD program in the
Defense Civilian Personnel Management Service, is the
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principal source of technical advice and guidance to
defense organizations worldwide on civilian personnel
management issues and questions. FAS provides inter-
pretive advice on statute, regulation, policy, case law,
and Comptroller General decisions in areas of benefits,
entitlements, compensation, travel, classification, and
labor relations. This DoD program provides service to
14,000 civilian personnel specialists worldwide, who in
turn provide service to 848,000 DoD employees.

Establishing this program eliminated two layers of
human resources management. At the same time, the
number of personnel positions providing this support
was reduced by 28 percent. Even as the Department
saved money, though, it also improved service. Indeed,
the Field Advisory Service has been able to answer 86
percent of the inquiries within one work day and 94
percent of the questions within three work days. The
remaining questions required answers from sources
outside the Department and they were tracked to ensure
prompt response was provided to the field.

The FAS staff is comprised of a cadre of experts whose
primary responsibility is to support the operating level
personnel specialist. Guidance takes the form of
reference guides and alerts which are available on a
24-hour basis through an automated fax-back system.
The support is enhanced through regular issuance of a
newsletter, 12-hour per day live-support, and 24-hour
electronic access. In addition, use of modern technol-
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ogy (i.e., the Internet) keeps human resource specialists
in the field up to date on issues affecting their functional
areas. The Field Advisory Service program also serves
as a direct conduit from the field personnel offices to the
policy makers within DoD so concerns in the field can
get a quick and serious hearing at the top levels. For
example, a proposal to change the law providing
in-lieu-of holidays for employees on compressed work
schedules was written in direct response to concerns
raised by the field.

CONCLUSION

The Department’s primary personnel mission is to
attract, develop, and retain the high quality service men
and women and civilian employees who are essential to
maintain a high state of warfighting readiness and to
treat service members and civilian employees fairly.
Service members of all grades will continue to receive
high quality realistic training, exceptional educational
opportunities, genuine equal opportunity, challenging
worldwide assignments, and excellent advancement
and leadership opportunities. The Department will
continue to recruit the high quality personnel necessary
tokeep U.S. forces ready and to maintain the proper mix
of junior, mid-career, and senior service members. In
short, DoD will ensure the United States’ armed forces
remain the best in the world.
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INTRODUCTION

In the early 1990s, then-Secretary of Defense Cheney
and Deputy Secretary Atwood initiated several impor-
tant financial management (FM) improvements. Early
in his tenure, Secretary Perry directed a review of these
initiatives and made major adjustments to increase their
likelihood of success. More importantly, DoD leaders
also concluded that the Department’s financial manage-
ment deficiencies were more fundamental and en-
trenched than previously recognized. They therefore
undertook a comprehensive diagnosis of FM problems
and causes, and launched new policies and far-reaching
reforms to set things right. As a result, the Department
is now embarked upon the most comprehensive reform
of FM systems and practices in its history.

Planned reforms aim to streamline and redesign DoD
financial processes and organizations in order to make
them optimally effective and to cut costs. Reforms also
seek to ensure that the Department’s financial manage-
ment fulfills the needs of its leaders, meets statutory
requirements, maximizes efficiency, minimizes fraud,
and provides superlative customer service.

PROBLEMS AND CAUSES

Since its formation in 1947, the Department of Defense
has had a decentralized mode of operations. Reflecting
that reality, the three military departments and the major
DoD agencies have, until recent reforms began, always
managed their own budget, finance, and accounting sys-
tems. They developed their own processes and busi-
ness practices, geared to their particular mission and
with little need to achieve compatibility with other DoD
operations. As defense missions became more compli-
cated and DoD organizations were required to interact
more with each other, systems incompatibility and lack
of standardization took a toll. Rather than redesigning
its organization or standardizing its multitude of sys-
tems, the Department developed increasingly complex
business practices to link its systems.

Ilustrative of this situation, it traditionally has taken up
to a hundred paper transactions among as many as a
dozen DoD organizations to make a progress payment
toward the acquisition of a complex weapon system.
Moreover, after the payment has been made, the final
accounting for that payment typically has required
considerable time and effort to complete — resulting in
the accumulation of problem disbursements.
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Such complexity left DoD financial systems prone to
error or to demands that could not be met with the
systems, personnel, or time available. No matter how
good the people operating the systems, problems were
inevitable. Moreover, there was an inherent ineffi-
ciency in having scores of incompatible organizations
performing virtually identical functions. For example,
there was only one pay schedule for military people and
one for DoD civilians, yet DoD maintained dozens of
different pay systems.

REFORM INITIATIVES AND PROGRESS
TO DATE

Highlighted below are the major Defense initiatives for
FM reform:

DFAS and the Consolidation of Financial
Management Operations

Since its activation in January 1991, the Defense
Finance and Accounting Service (DFAS) has been the
Department’s pivotal agent for financial management
reform and consolidation. Through FY 1995, DFAS
achieved budget savings of $314 million.

DoD’s FM systems are of two types: (1) finance sys-
tems for processing payments to DoD personnel/
organizations and to private contractors; and (2)
accounting systems for recording, accumulating,
reporting, and analyzing of financial activity — to
include revenues and other receipts. Before DFAS was
established, the Department had some 250 of these
finance and accounting systems.

Before consolidation began, the Department’s many
FM systems operated from over 300 field activities or
sites. DFAS is now streamlining these down to five
DFAS Centers and no more than 21 Operating
Locations. As the following two charts illustrate as of
October 1995, 110 FM activities had been closed or
consolidated. Another 80 are scheduled for FY 1996,
and all remaining streamlining will be completed by FY
1999.
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Defense Accounting Offices Consolidated

DFAS Operating Sites

This consolidation of operations, along with the consol-
idation of finance systems detailed on the following
page, will eliminate redundancy and unnecessary man-
agement layers, facilitate standardization, improve and
speed up operations and service to customers, increase
work force productivity, facilitate expanded use of
innovative technology, and enhance the financial man-
agement support of DoD decision makers.
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In its financial management reform, the Department is
reaching beyond its organizational confines to find the
best way of doing business. For example, DFAS has
initiated DoD-private sector cost comparisons in the
functional areas of logistics and administrative support
of its facilities, debt and claims management, and
vendor pay in support of the Defense Commissary
Agency. The objective is to determine how best to
provide the most cost-effective FM services. For some
functions, that may mean contracting out to the private
sector. For example, in two business areas — printing/
publications and base support for the Navy — DoD
plans to switch to commercial off-the-shelf accounting
systems.

Consolidation of Finance Systems

As reform is carried out, finance and accounting opera-
tions must continue to operate. People must be paid and
accounts kept current. Because of these and other con-
siderations, the consolidation of financial manage-
ment systems is being carried out in stages. The first
step is to designate certain existing FM systems as
migratory systems, into which all existing systems can
be consolidated without serious difficulty. In preparing
these designated systems for their expanded role, the
Department adapts the best features of existing systems,
corrects reasonably correctable deficiencies, improves
processing and reporting capabilities as much as
possible, and seeks cost savings.

The next step is to develop optimum follow-on systems,
drawing on lessons from the migratory systems and
taking full advantage of the latest technology. The
transition to these optimum systems will be at a pace
determined by the money and technologies available for
such a transition, and other circumstances.

The consolidation of DoD finance systems is well
underway, with the implementation of five migratory
finance systems proceeding rapidly:

® By 1997, the Defense Civilian Payroll System
(DCPS) will be fully implemented, replacing 27
payroll systems. The DCPS will handle the pay of
all DoD civilians, now numbering about 830,000.
As of September 1995, about half of the DoD
civilian work force was under DCPS, and 222
payroll offices had been eliminated.

® By 1999, the Defense Joint Military Pay System
(DIMS) will be fully implemented, consolidating
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the original 22 military pay systems down to two:
DIMS for the Army, Navy, and Air Force; and the
Marine Corps Total Force System for that service.
The DIMS will support the 2.7 million people on
active duty and in the reserve components.

" The Defense Transportation Payment System
(DTRS) is being implemented to consolidate and
standardize all DoD transportation payments. It
currently processes payments for the shipment of
some household goods and freight. In FY 1996,
DFAS will improve the DTRS’s use of electronic
data exchange, among other aspects. DTRS improve-
ments are expected to save about $21 million per year.

® The Defense Retiree and Annuitant System
(DRAS) was fully implemented in FY 1995 and is
now managing over 2 million accounts. When
DFAS was created, retirees and annuitants were
being paid from four sites, using eight systems
handling fewer than 2,500 accounts per employee.
DoD now has one system operating at just two sites.
The DRAS enables DoD to handle 3,400 retired pay
accounts or 1,700 annuitant accounts per employee,
operate with 242 fewer workers, and save over $10
million annually.

® The Defense Debt Management System became
operational in 1993. It standardizes the collection
of debts from military and civilian personnel not on
active DFAS payroll systems, as well as delinquent
contractor payments. It replaced five distinct
systems operated by DoD components.

In addition to the above, all contract payments have now
been consolidated into one migratory system. Plans are
underway for transitioning to a thoroughly revamped
new processing system.

Consolidation of Accounting Systems

The Department continues to work hard to eliminate as
many as 100 accounting systems. Also as least as
important are ongoing improvements to the remaining
systems — to make them more compliant with
generally accepted accounting principles and the Chief
Financial Officers (CFO) Act. DoD accounting
systems also must be capable of providing accurate,

timely, and auditable information and support for cost
effectiveness.
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In the general accounting area, migratory systems have
been selected to maintain, without undue disruption, the
operations of the three military departments. DoD has
already gone from 91 general fund accounting systems
in 1991 to 77 in 1995; a further reduction to 53 systems
by 1998 is anticipated. These migratory systems are
continuously being improved to make them more
accurate, timely, and compliant with the CFO Act. DoD
is also working to improve greatly the link between
accounting systems and the nonfinancial systems that
handle logistics, procurement, and contracting. In the
functional area of business operations, the Defense
Business Operations Fund (DBOF) Corporate Board
has approved 18 migratory accounting systems to
handle the consolidation of the current 77 systems.
These DBOF migratory systems are expected to be
operational beginning in February 1998.

Reflecting the complexity of the task, progress on con-
solidating DoD accounting systems has lagged behind
the streamlining of finance systems. For this and other
reasons, the Department is exploring more radical
alternatives, to include contracting out the accounting
function for certain industrial activities.

Reengineering Business Practices

A critical component of DoD’s financial management
reform is the reengineering of its business practices, i.e.,
the procedures by which it functions. The goal is to
make DoD business practices simpler, more efficient,
and less prone to error. Reengineering is being achieved
by the revision of existing policies and procedures and
the increased standardization, consolidation, and com-
patibility of existing systems.

In advancing the consolidation of DoD financial opera-
tions, DFAS is achieving a significant reengineering of
the associated business practices. The organizational
structure of DFAS’s five centers and 21 Operating
Locations is designed to facilitate standardization and
streamlining, improve accountability, reduce data
incompatibility, and improve customer service. Sub-
stantial reengineering also was achieved in the develop-
ment of the new payroll/payment systems.

Electronic commerce/electronic data interchange (EC/
EDI) technology is a major tool in DoD’s reengineering
effort to promote the paperless exchange of financial
information, thereby saving time and money. DFAS is
spearheading the widespread adoption of EC/EDI for
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DoD financial systems. For example, EDI is currently
used to process invoices in the Standard Automated
Material Management System. In addition, DoD is
implementing EDI for payment notification to vendors
and the direct input of data into accounting systems.

During 1995, DFAS reengineered all processes by
which the Department garishes the pay of employees
for child support, alimony, commercial debt, and divi-
sions of retired pay. The new processes will be imple-
mented in FY 1996. In October 1995, DFAS com-
pleted its consolidation of DoD garnishment operations
at its Cleveland Center. In FY 1997 and 1998, DFAS
will introduce and integrate EDI, imaging, and artificial
intelligence technologies into its reengineered processes.
These changes are expected to increase dramatically the
efficiency of DoD garnishment operations and reduce
their cost significantly.

Travel Reengineering

Another important reengineering effort is simplifying
the process for temporary duty (TDY) travel by DoD
civilian and military personnel. The goal is to eliminate
many of the steps now required to initiate travel, process
a voucher, and receive payment. A new paperless
system will meet the needs of travelers, support mission
requirements, and save as much as $100 million
annually. The Department will rely on the private sector
for most travel-related services — except the obligation
and approval of funds, final accounting, and random
audit.

Features of the reengineered TDY system include:

® Simple policies and entitlements focused on
mission requirements and respectful of the integrity
of travelers and commanders.

® A single trip document to serve as travel order,
voucher, and itinerary record.

®  Maximum use of government travel credit cards to
eliminate cash advances.

®  Exclusive use of commercial travel offices for all
travel arrangements and cost estimates.

= Simplified accounting to enable supervisors to
track travel budgets.

®  Random and exception-based audits vice 100 per-
cent audits.
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Standardization of Data

The standardization of financial management data
throughout the Department is crucial to reform. It
facilitates the consolidation of FM systems, enables the
sharing of data and greater compatibility between FM
and non-FM systems, and supports the reengineering of
business practices. Until recent consolidation efforts
began, DoD finance and accounting systems managed
100,000 data elements. Detailed data modeling has
indicated that DoD financial operations eventually
could be conducted with fewer than 800 carefully
designed standard data elements. As of June 1995, the
Department has adopted 540 standard FM data
elements; additional elements are likely to be added in
the future.

Also supporting reform is an ambitious effort to
standardize and share acquisition data. This will greatly
improve the interactions between DoD procurement
systems and the FM systems that process and account
for payments for procurement.

To foster standardization beyond just data, the Depart-
ment is consolidating financial policy and procedures
into a single 15-volume DoD Financial Management
Regulation. This will replace a myriad of existing regu-
lations and will clarify and expand upon many FM
procedures.

Eliminating Problem Disbursements and
Other Internal Control Problems

Problem disbursements in DoD financial operations
occur when an expenditure has not been reconciled with
official accounting records. Such occurrences are the
result of a decades-old practice that allowed payments
to be made after validation of the receipt of the related
goods and services, but before ensuring there was a clear
path back to the appropriate accounting entry. This
practice is being phased out as quickly as possible, and
DoD has been working hard to resolve problem dis-
bursements that have accumulated because of it.

DoD has made substantial progress in reducing three
types of problem disbursements:

®  Disbursements that have not been matched to an
obligation (unmatched disbursements).
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®  Disbursements that exceed the obligations to which
they have been matched (negative unliquidated
obligations).

®  Disbursements still being processed (in-transit
disbursements).

By June 1993, when it increased efforts to solve this
situation, the Department had accumulated a total of
$51.1 billion in problem disbursements. By November
1995, the backlog had been reduced to $22.0 billion.
These remaining problem disbursements are con-
centrated in Navy accounts and reflect the greater com-
plexity of supporting deployed naval forces worldwide.
The Department expects to hold the line on all problem
disbursements for the Army, Air Force, Marine Corps,
and defense agencies, and to cut Navy ones in half by
January 1997.

While DoD’s problem disbursements have been a
serious failure needing remedy, there is no basis for
concluding that the expenditures involved were wasted.
Each expenditure was made only after a Department
official confirmed receipt of the subject goods or
services and ensured that the payment was made in
accordance with a valid contract. That safeguard has
been scrupulously followed. The failure was not having
these valid and proper disbursements reconciled with
accounting records in a timely manner.

Problem Disbursements
($ in Billions)

; Unmatched Disbursements
Il Negative Unliquidated Obligations

: ] M In-transit Disbursements
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To prevent future problem disbursements, the Depart-
ment is working toward requiring that every disburse-
ment be matched to an obligation before payment is
made. In July 1995, DoD began requiring that all
payments of $5 million or more be prevalidated before
they are made. In October 1995, prevalidation began for
payments of $1 million for many of the payment and
accounting systems.

Overpayments to DoD contractors constitute another
area receiving intense management attention. The chart
below shows DoD’s dramatic reductions to the scope of
the problem. While contractor overpayments must not
and will not be tolerated, it is important to put them in
proper perspective. DFAS’s Columbus Center proc-
esses contractor payments totaling $90 billion annually,
or about $35 million in disbursements per hour. Of this
total, contractor overpayments amount to about 0.3 of
1 percent. In other words, DoD is about 99.7 percent
accurate. However, that is not good enough, and the
Department is working hard to improve this record.

Contractor Overpayments
($ in Millions)

The Department also has taken bold action to correct
and prevent Antideficiency Act violations. During FY
1995, the Department completed over two-thirds of the
94 antideficiency investigations underway at the start of
the year. To prevent violations, DoD components have
strengthened their internal controls and their training
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aimed at avoiding and detecting antideficiency prob-
lems. DoD also is developing new computer-based
training about fiscal law and the prevention of Anti-
deficiency Act violations. Of further assistance are
major efforts to ensure DoD compliance with the
Federal Managers Financial Integrity Act (FMFIA).

Computer Security and Fraud Detection

In June 1994, the Department established Operation
Mongoose to detect fraud and reduce the vulnerability
of its computer networks to intrusion. The program is
jointly sponsored by the Under Secretary of Defense
(Comptroller), DFAS, Defense Manpower Data Center,
Assistant Secretary of Defense for Reserve Affairs, and
the DoD Inspector General. Data matches from
multiple sources are used to identify potentially fraudu-
lent payments to individuals or contractors. Payments
can be monitored and validated from the civilian,
military, retired and annuitant, vendor, and transporta-
tion pay systems. Besides data matches, Operation
Mongoose uses face-to-face interviews to verify retiree/
annuitant claims. Past incidences of fraud generally
were made possible by deficiencies in DoD FM systems
and inadequate internal controls. Therefore, fraud
investigations have been used to identify and change
practices that permitted the wrongdoing.

While Operation Mongoose is designed to detect
potential cases of fraud or abuse in the tens of millions
of financial transactions undertaken every year, it also
has a more important purpose — to identify potential
weaknesses in the underlying controls to make it much
harder for would-be culprits to abuse the system.

Management Incentives

A fundamental aim of DoD reform is to more effectively
use financial controls to support desirable management
incentives. For example, a key goal of the DBOF
initiative has been to guide management decisions
toward genuine cost consciousness by prescribing that
all relevant data be included in the costs affecting those
decisions. To encourage greater cost effectiveness, the
Department is devising ways to track budget expendi-
tures relative to their associated outcomes, as required
by the Chief Financial Officers Act and the Government
Performance and Results Act.
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CONCLUSION

Financial management in the Department of Defense is
a work in progress. There have been notable successes,
but progress is slow in some areas. It is impossible to
reverse decades-old problems overnight, and some
reforms will require several years of transition, experi-
mentation, reengineering, and modernization.

In moving ahead, DoD financial management reform
must accommodate two unavoidable constraints. First,
the Department cannot stop its financial operations
while it fixes outdated business practices and flawed
systems. Every day, the Department must manage pay-
rolls, process payments, and produce financial reports.
These daily operating requirements impose a strong
practical test on all plans for changing systems and
business practices.
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A second constraint is that lasting reform demands
consensus and collaboration. Few solutions rest exclu-
sively within the jurisdiction of the financial man-
agement community. Reform of DoD financial
management invariably entails changes in the business
practices of other defense organizations and functional
groups — like the acquisition or logistics communities.
This demands an unusual degree of consensus building
and collaboration, which slows the pace of change. But
there are no viable shortcuts. Pressing ahead without
consensus and collaboration will not produce lasting
reform.

DoD’s current leadership is committed to making finan-
cial management reform a hallmark of its stewardship.
Progress to date has been substantial, and the Depart-
ment is determined to complete this historically signifi-
cant challenge.
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INTRODUCTION

The Deputy Under Secretary of Defense for Acquisition
Reform, in coordination with the Office of the Secretary
of Defense (OSD), Joint staffs, military departments,
and defense agencies, continues DoD’s efforts to fulfill
the Defense Acquisition Reform vision — “That DoD
will become the world’s Smartest (use of best practices),
Most Responsive Buyer (timely and flexible) of Best
Value Goods and Services that meet our Warfighters’
needs.” The efforts outlined here are summaries of the
major initiatives ongoing at the DoD level. There are
numerous other efforts in the military departments and
defense agencies, all the way down to individual
program offices, purchasing activities, and contract
administration and auditing offices. Collectively, the
Department of Defense is striving to achieve its
acquisition reform goals in support of the Department’s
efforts to enhance defense management.

Not only is the Department working for greater
efficiency in the actual process of acquiring equipment
and services, it is also striving to reduce costs through
an initiative known as cost as an independent variable.
Cost as an independent variable means that once the
system performance and target cost are decided (on the
basis of cost-performance tradeoffs) the acquisition
process will make cost more a constraint, and less a
variable, while nonetheless obtaining the needed
military capability of the system.

In addition to DoD efforts, the Department continues to
work with other government agencies and Congress to
bring about acquisition reform on a national level. The
Department is very proud of those DoD personnel
leading and working on federal level teams, such as
those implementing the Federal Acquisition Stream-
lining Act of 1994 (FASA), Public Law 103-355, and
those individuals working with other federal agencies
and Congress on new acquisition reform legislation.

ACQUISITION REFORM LEGISLATION

DoD participated as a member of the government-wide
team to help bring about the Federal Acquisition
Streamlining Act of 1994, historic legislation substan-
tially overhauling federal procurement law. The
Department continues to participate as it leads in
implementing the Act in the Federal Acquisition
Regulation (FAR), the Defense Federal Acquisition
Regulation Supplement (DFARS), and other key



Part III Enhancing Defense Management
ACQUISITION REFORM

defense acquisition-related regulations, instructions,
and policy memoranda. The Program Manager for
FASA, from the Office of the Deputy Under Secretary
of Defense for Acquisition Reform, led the effort
involving 11 teams of federal employees, who wrote the
rules to implement sections of FASA in the FAR. Nine
of the 11 team leaders were from DoD, as were many of
the team members. FASA implementation used an
integrated product team approach with interagency
membership, and was substantially completed in the
FAR by September 1995.

As a follow-on to the successful legislative efforts of
1994, DoD again participated in an Administration-
wide effort to produce additional needed acquisition
statutory reform proposals, particularly in areas not
significantly affected by the 1994 legislation. The
Administration’s 1995 legislation efforts focused on
two critical areas, bid protest reform and competition
streamlining. These, along with reform of information
technology (IT) management and acquisition, and
procurement integrity rationalization, are among the
resulting significant reforms contained in the FY 1996
National Defense Authorization Act (P.L. 104-106).

A major issue to the Administration, including DoD, is
reducing the number of bid protests, which is highly
disruptive to the procurement process. It takes approxi-
mately 30-40 percent longer to award a protested
contract than a contract that is not protested. Almost 40
percent of the government’s information technology
contracts over $25 million are protested, creating a
significant negative impact on the procurement process.
The Administration’s protest reform proposals are
intended to improve the efficiency and timeliness of the
acquisition process and significantly reduce the number
of protests filed, while continuing to safeguard the
interests of those unfairly treated in the acquisition
process. Establishing a uniform scope and standard of
review in all judicial and administrative protest fora is
the single most important proposal in the protest area.
The FY 1996 National Defense Authorization Act
essentially accomplished this goal by repealing the
litigation-intensive IT bid protest jurisdiction of the
General Services Board of Contract Appeals.

DoD recognizes that government can no longer afford
the administrative burden to meet the requirement that
every potential government source must be allowed to
compete, even when all of those sources do not have a
realistic chance of receiving the government contract.
As budgets face greater decline, some tradeoff must be
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permitted between allowing every potential offeror to
compete and requiring only a number sufficient to
ensure competition and efficient procurement of high
quality goods and services. The Administration has
endorsed several legislative proposals to address this
issue. For instance, authorizing contracting officers to
conduct a competition among those sources initially
selected will permit more effective balancing of
competition requirements with efficiency in the
contracting process. Potential offerors will know earlier
in the procurement if they do not have a likely chance
for award, saving their time, money, and resources and
those of the agencies. In addition, allowing agencies to
limit the number of offerors in the competitive range to
the number that will allow an efficient competition will
enable agencies to expedite the procurement process,
and will allow offerors not having a real chance to
receive the award to save time and money by being
removed sooner in the process. The final provisions of
the FY 1996 National Defense Authorization Act
authorized agencies to so limit the competitive range.

SIMPLIFIED ACQUISITION THRESHOLD

DoD was a vital part of the Administration team’s effort
to reform the acquisition system by obtaining legis-
lation in 1994 which created the simplified acquisition
threshold at $100,000. This meant that all purchases of
a value of $100,000 or less could be accomplished with
less regulatory bureaucracy and, in the long run, less
cost to the government. The legislation further
provided for the use of simplified acquisition proce-
dures for procurements of $50,000 or less for all
activities within the federal government and $100,000
or less for activities which are certified Interim Federal
Acquisition Computer Network (FACNET) compliant.
FACNET is a government-wide computer architecture
which will guarantee a single face to industry and allow
greater participation in government procurements for
all vendors in the industrial base.

A government-wide team, led by DoD, prepared pro-
posed and interim rules. As of February 1996, 206 DoD
activities were certified Interim FACNET compliant
and could utilize simplified procedures for soliciting
and awarding government contracts. However, use of
simplified procedures is expected to rapidly expand in
1996 and thereafter, as the FY 1996 National Defense
Authorization Act removed the requirement that tied
use of simplified procedures to execution of the
procurement on FACNET.
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COMMERCIAL ITEMS

The Report of the Acquisition Law Advisory Panel to
the United States Congress recommended a new statu-
tory regime to acquire commercial items. The enact-
ment of this new regime in FASA and subsequent
implementation in the Federal Acquisition Regulation
enhanced the Department’s ability to acquire com-
mercial items and components. The FAR implementa-
tion team took a clean-slate approach and developed an
integrated regulatory approach to contracting for the
acquisition of commercial items, with a new Part 10,
Market Research; a new Part 11, Describing Agency
Needs; and finally, a new Part 12, Acquisition of
Commercial Items.

The FY 1996 Defense Authorization Act further
simplified commercial item acquisition by authorizing,
for a three year period, commercial item buys up to $5
million in contract value to be purchased using greatly
simplified procedures. In addition, the Act lifts bur-
densome cost or pricing data requirement from all
competitive commercial item procurements. The
government will be able to buy most commercial items
just like any other customer, without imposing virtually
all government-unique procurement requirements.

DEFENSE ACQUISITION PILOT
PROGRAMS

The Under Secretary of Defense for Acquisition and
Technology, in a December 15, 1994, memorandum:
(1) designated five programs as participants in the
Defense Acquisition Pilot Programs, as authorized by
FASA; (2) provided each program with FASA
commercial item exemptions; and (3) allowed one
program, Joint Direct Attack Munition, early use of the
statutory relief as implemented in the draft FAR rule on
commercial items. The five pilot programs are Fire
Support Combined Arms Tactical Trainer, Joint Direct
Attack Munition, Joint Primary Aircraft Training
System, Commercial Derivative Aircraft (also known
as the Non-Developmental Airlift Aircraft), and Com-
mercial Derivative Engine (F-117 Engine). In addition,
the Under Secretary provided regulatory relief from
FAR, DFARS, and DoD Directive 5000 policy require-
ments for all five pilot programs, as well as for the
Defense Personnel Support Center, Advanced Field
Artillery System/Future Armored Resupply Vehicle,
Joint Surveillance Target Attack Radar System Ground
Station Module, Patriot Advanced Capability-3 Missile,
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and C-130J program. The pilot programs incorporated
statutory and regulatory relief into their solicitations
and contracts and reported cost avoidance, reduction of
intrusive government oversight in contractor’s plants,
and reduced documentation requirements. In the
Federal Acquisition Reform Act of 1995, DoD was
given authority to extend the pilot program concept to
cover an entire production facility. DoD is working on
implementation of this new authority, including
establishing criteria and a process for selecting a pilot
plant.

MILITARY SPECIFICATIONS AND
STANDARDS

On June 29, 1994, the Secretary of Defense signed
“Specifications and Standards — A New Way of Doing
Business,” mandating a performance-based solicitation
process and the expanded use of nongovernment stan-
dards. The Defense Standards Improvement Council
was created to carry out those policies. Today:

®  Requirements in solicitations are being described in
performance terms.

® If military or federal specifications or standards are
necessary, waivers must first be obtained.

®  Solicitations for new acquisitions that cite military
or federal specifications or standards typically also
contain language encouraging offerors to propose
alternatives.

Since June 1994, DoD has adopted an additional 1,200
nongovernment standards, raising the total number of
nongovernment standards adopted by DoD to nearly
7,000. This represents a growth from about 17 percent
to nearly 20 percent of the total for all specifications and
standards adopted by DoD. Additionally, every mili-
tary specification and standard is being reviewed to
ensure that it supports acquisition reform principles.
Industry and private sector organizations are helping
DoD decide whether to cancel a military specification
or standard, convert it to a performance-type document,
replace it with a nongovernment standard, convert it to
a guidance-type document, or retain it.

To date, the Defense Standards Improvement Council
has made decisions on the top 107 cost-driver standards.
Nearly half have been canceled or declared inactive for
new design, 20 percent will be converted to use for
guidance only handbooks, and 10 percent are being
retained until an adequate nongovernment standard
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becomes available. The rest will be converted to per-
formance-type documents or retained. The Defense
Standards Improvement Council has also decided the
disposition of the remaining 1,600 military standards —
the majority of which are scheduled for cancellation,
consolidation, conversion to a guidance handbook, or
replacement with a nongovernment standard.

The Department is currently reviewing over 28,000
military specifications to determine which can be can-
celed, inactivated for new design, or replaced with per-
formance specifications or nongovernment standards.
Actions to effect the changes mandated by this review
will be carried out over the next two years.

ELECTRONIC COMMERCE/
ELECTRONIC DATA INTERCHANGE

The Under Secretary of Defense for Acquisition and
Technology directed the Deputy Under Secretary of
Defense for Acquisition Reform to execute the DoD
Electronic Commerce/Electronic Data Interchange
(EC/EDI) in Contracting Process Action Team Report
recommendations of January 5, 1994. That report sets
out a comprehensive plan for implementing EC/EDI
throughout DoD. Since that date, the Director, DoD
Electronic Commerce, activated 206 of 244 DoD sites
and also activated 20 federal contracting sites with
EC/EDI enabling technology. The 244 sites accomplish
98 percent of all simplified purchases in DoD. Since
activated, the 206 ED/EDI sites have generated a cumu—
lative total of 673,242 production transactions, includ-
ing solicitations, contractor quotations, and purchase
orders for critically needed goods and services. Twenty-
seven new Value Added Networks now provide essen-
tial connectivity for the contractor industrial base.
Additionally, the centralized contractor registration
feature reduces registration and certification points
from 1,400 to 1.

CONTRACT FORMATION AND
ADMINISTRATION

In November 1994, the Under Secretary of Defense for
Acquisition and Technology chartered a process action
team (PAT) to recommend improvements to the defense
procurement process. The team, composed of approxi-
mately 30 defense acquisition personnel primarily from
contracting offices, program offices, and contract
administration and audit organizations, made 27 recom-
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mendations now being implemented. Their recom-
mendations include proposed changes to statute,
procurement regulations, and policies, as well as other
recommendations designed to change the culture of
contracting organizations. The Office of the Secretary
of Defense is evaluating implementation progress.

Also in November 1994, the Under Secretary of
Defense for Acquisition and Technology chartered a
Contract Administration Reform PAT to develop a com-
prehensive plan to reengineer specific elements of the
DoD contract administration process, utilizing a risk
management rather than a risk avoidance approach. The
team’s vision was a more efficient utilization of declin-
ing contract administration resources in order to provide
the level of support required by customers of that
process. The team, composed of approximately 40
defense acquisition personnel from Defense Contract
Management Command and Defense Contract Audit
Agency field activities, Military Services and Defense
Logistics Agency buying offices, the DoD Inspector
General, and the Defense Finance and Accounting
Service, made 36 recommendations covering a broad
spectrum of contract administration issues. These
recommendations are now being implemented and will
have a significant impact on the way DoD will do con-
tract administration in the future. OSD is evaluating
implementation progress.

MAJOR SYSTEMS AND TESTING

As a result of the recommendations from a PAT review-
ing the oversight and review process for major systems,
the Secretary of Defense issued policy direction to use
Integrated Product Teams, consisting of all the acquisi-
tion process stakeholders, to build more successful
acquisition programs developing executable and afford-
able program strategies and plans, and to identify and
resolve problems early. This direction is a fundamental
shift in practice from conducting after-the-fact over-
sight to early insight. The use of Integrated Product
Teams is accompanied by eliminating a one-size-fits-
all approach to decision documentation. Program
Managers now have the flexibility to prepare only those
documents required by law and good business practice
and pertinent to the required decision.

FASA provided DoD with relief in several major systems
areas. The Act repealed competitive prototyping and
competitive alternative sources requirements, reducing
required documentation and reporting; removed statutory
detail from several other required reports; and provided an
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alternative means of live-fire testing at the component,
subsystem, or subassembly level. DoD implemented all
of these provisions. The FY 1996 National Defense
Authorization Act allows for additional major systems
acquisition streamlining procedures and additional pilot

programs.

STATUTORY REPORT

Section 5001(b) of FASA included an annual reporting
requirement to Congress relating to achievement, on
average, of 90 percent of cost, performance, and
schedule goals for major and nonmajor programs, and
also decreasing, by 50 percent or more, the average
period for converting emerging technology into opera-
tional capability.

At the law’s enactment date, October 13, 1994, the
average period for converting emerging technology into
operational capability (program initiation to initial
operating capability) was 115 months (9.5 years). As of
September 30, 1995, the average period declined to 113
months. DoD is taking several actions to further reduce
this average period. First, DoD is taking advantage of
commercially available technologies by taking advan-
tage of the expanded commercial item definition in
FASA to simplify the terms and conditions for acquir-
ing systems, subsystems, assemblies, and components.
The Department is also expanding performance
specifications use, in lieu of design-specific military
specifications and standards. Second, DoD is focusing
management attention on cost as an independent
variable. Part of this approach is to encourage trades
between cost, schedule, and performance at various
stages of development. Third, DoD is expanding use of
Advanced Concept Technology Demonstrations
(ACTDs). ACTDs take full advantage of user and
developer integrated product development and proto-
typing to deliver a capability to the warfighter for opera-
tional and doctrinal evaluation prior to committing
Department resources to major system development
and procurement. Finally, DoD is streamlining its
internal acquisition oversight and review procedures
and its procurement procedures.

The Department is using Integrated Product Teams to
build more successful programs — shifting from
after-the-fact oversight to early and continuous insight.
Also, the Department is using EC/EDI to provide
information on pending procurements, receive quotes
or solicitations, and make awards. These actions will
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take time to affect the average period of converting
technology, but they are beginning to have an affect on
cycle time reduction.

As of September 30, 1995, all but four major defense
acquisition programs are meeting more than 90 percent
of the aggregate number of cost, schedule, and per-
formance goals for that program. The four exceptions
are: (1) Comanche, which was restructured and rebase-
lined in January 1996; (2) Joint Standoff Target
Acquisition Radar System Ground Station Module,
which was reviewed and rebaselined in November
1995; (3) Maneuver Control System, which was
reviewed and rebaselined in December 1995; and (4)
Joint Unmanned Aerial Vehicles, which is undergoing
a major restructuring.

DEFENSE TRADE AND COOPERATION

The Department, in urging the consolidation of inter-
national acquisition laws into a new Title 10 chapter as
recommended by the Report of the Acquisition Law
Advisory Panel to the United States Congress, proposed
three distinct subchapters: (1) Purchase of Foreign
Goods; (2) International and Cooperative Agreements;
and (3) Acquisition, Cross-Servicing Agreements, and
Standardization. Most statutory amendments recom-
mended for subchapters (1) and (3) were enacted as part
of the FY 1995 Defense Authorization Act and are being
implemented in the DFARS. Congress is currently
considering recommendations concerning subchapter
(2) and the overarching proposal for consolidation into
a new Title 10 chapter.

In addition, the Report of the Acquisition Law Advisory
Panel to the United States Congress, recommended
adopting a single rule-of-origin based on the Trade
Agreements Act. The Department does not have the
authority to adopt a single rule-of-origin. Consid-
eration is, however, being given to a waiver of the Buy
American Act, which will have a similar, but much
more limited, effect.

COST AS AN INDEPENDENT VARIABLE

In the days when the United States had to meet or exceed
advanced threat systems or potentially overwhelming
quantities of less advanced threat systems fielded by the
Soviet Union, the Services put a premium on per-
formance, often at the price of cost and schedule. This
emphasis on performance created a culture in which
cost and schedule were thought of as dependent
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variables in the acquisition process; that is, DoD would
specify the performance level that a system must meet
and then relax cost and schedule constraints to achieve
that outcome. Today, threats are not increasing in
capability at as fast a rate as in the past, and the DoD
acquisition budget is decreasing in response to this
changed national security environment. Therefore it is
more appropriate to make cost a stronger driver in
system design. Such an approach is also more con-
sistent with commercial practices in new systems
development, where market forces drive the price at
which a new system can be offered.

In 1995, the Under Secretary of Defense for Acquisition
and Technology specified that a cost-performance inte-
grated product team would, for each new acquisition
system, identify opportunities to achieve cost savings
through careful evaluation of a wide range of cost-
performance tradeoffs. The Under Secretary has
announced a broader policy that incorporates cost-
performance tradeoffs, incentives programs for both
government and industry, and metrics for implementing
cost as an independent variable. Cost as an independent
variable means picking the right, affordable cost
objective and sticking to it. If warfighter needs cannot
be met after exhausting the range of cost-performance
tradeoffs available to the warfighter, the milestone
decision authority will determine if cost targets should
be raised or if the program should be canceled as
unaffordable. Cost as an independent variable will
work in DoD because it is built on a number of
acquisition reform streamlining thrusts such as stating
requirements in terms of performance, rather than in
detailed, design-specific military specifications; the
adoption of commercial practices and the use of
commercial products; the shift to an integrated product
team management approach; and the adoption of
common processes in a facility.

The Department expects that cost as an independent
variable will provide quality products that fully meet the
warfighter’s needs while allowing for substantial
reductions in the cost of defense products; more
stability for each program; shorter program cycle times;
and clearer, innovative design, manufacturing, support,
and contracting approaches.
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ACQUISITION REFORM
COMMUNICATION CENTER

Within the Department of Defense, there are many
messages about acquisition reform directed at a variety
of audiences. In order to change the behavior in the
Department consistent with its vision, mission, and
goals, DoD must communicate a common acquisition
reform message, ensure consistency of that message,
create a synergy in the process of communicating that
message, provide a rapid and effective means of
communicating the message, and focus the message on
learning. The right message must get to the right
audience in the right way and at the right time.

To accomplish this objective, the Acquisition Reform
Communications Center (ARCC) was formed under the
auspices of the Defense Acquisition University. The
ARCC provides and disseminates information on
acquisition reform and facilitates joint training of
acquisition within DoD, the federal government, and
industry. It has representatives from each of the
Military Services, the Defense Logistics Agency, and
industry. Since its inception in 1995, ARCC sponsored
three major initiatives. The first were satellite
broadcasts that provided the acquisition workforce with
timely, up-to-date, detailed information on the changes
in their duties and functions brought about by FASA.
The second major initiative was the development of
detailed acquisition reform training modules (ARTMs)
used by the Services in an effort to get in-depth training
on FAS A an other major acquisition reform issues down
to the desktop level. The third initiative was to develop
and disseminate to the Services, agencies, and industry
an interactive CD training module on Simplified
Acquisition Threshold/FACNET.

CONCLUSION

Last year resulted in significant progress towards
achieving the Department’s Acquisition Reform goals.
Consistent with the vision for Acquisition Reform,
DoD will continue its efforts across the entire
acquisition spectrum, from statutory reform to cultural
change, from the beginning of the process — when a
requirement is generated, to the end of the process —
when the contract is closed. This broad, comprehensive
approach is necessary if DoD is to achieve true reform
in this critical area.
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ENVIRONMENTAL
SECURITY
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INTRODUCTION

Today, the Department of Defense operates one of the
nation’s most diverse environmental programs, from
toxic waste cleanup to protection of natural and cultural
resources, through the Office of the Deputy Under
Secretary of Defense for Environmental Security.
Environmental Security tackles many of the same
challenges confronting the nation’s industrial and com-
mercial sectors, while steadfastly supporting DoD’s
number one priority — maintaining the best trained,
best equipped, most ready, and most effective military
forces in the world.

The Department’s environmental efforts have strong
bipartisan roots. The program as known today is widely
acknowledged to have begun with passage of the
National Environmental Policy Act of 1969. By the
mid-1970s, military bases were beginning to promote
environmental awareness. President Reagan signed
legislation in 1984 that created the Defense Environ-
mental Restoration Account. The Federal Facilities
Compliance Act of 1992 requires federal facilities,
including DoD, to comply with hazardous waste rules
in the Resource Conservation and Recovery Act or face
fines and penalties from states and the U.S. Environ-
mental Protection Agency (EPA).

In response to the commitments of President Clinton
and the earlier efforts of Presidents Reagan and Bush,
then-Secretary of Defense Aspin created the office of
the Deputy Under Secretary of Defense for Environ-
mental Security in 1993. The Department’s goal is to
focus and energize the environmental efforts of the
defense agencies and military departments and to fully
incorporate environmental security into the U.S. defense
mission.

SUPPORTING DOD’S MAJOR PRIORITIES

With the continued support of strong national bipartisan
interests, DoD has incorporated the tenets of respon-
sible stewardship into everything it does. From pollu-
tion prevention, conservation, and compliance, to
cleanup of contaminated sites, a high priority is given
to defending DoD’s future through environmental
security. Environmental Security is a critical part of the
defense mission in that it supports DoD’s major prior-
ities — readiness, quality of life, and modernization.
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® A key readiness requirement is continued access to
air, land, and water for training and testing. The 25
million acres of land managed by DoD encompass
significant natural and cultural resources. Careful
use of the air, land, and water ensures U.S. forces
will continue to have access to these resources to
train realistically and operate.

® Environmental Security protects the quality of life
of U.S. forces and their families. It is essential they
receive the same protection from environmental
safety and occupational health hazards the rest of
America expects.

® Environmental Security enhances modernization
through investment in pollution prevention and
environmental technology. Incorporating pollution
prevention in the weapon system development
process can lower costs and improve the environ-
ment. For example, the B-2 program incorporated
900 pollution prevention-oriented processes and
new materials into its production. These improve-
ments resulted in reducing ozone depleting sub-
stance (ODS) use by a substantial amount — from
184,000 pounds in 1989 to 1,100 pounds in 1995.
Production operations starting in 1996 are expected
to be ODS free. In addition, the program reduced
its costs for disposal of hazardous waste from
facility operations from $3.7 million in 1990 to
$800,000 in 1993.

THE ENVIRONMENTAL SECURITY
PROGRAM

Like every large industrial organization in America,
DoD has an environmental program to protect its
people, preserve its access to resources, comply with the
law, and be a good corporate citizen. DoD is building
a foundation of cooperation and trust with the public
and environmental regulators as it meets the challenges
at the end of this century. The major elements of the
Environmental Security mission — pollution preven-
tion, compliance, conservation, cleanup, safety and
occupational health, explosive safety, and pest manage-
ment — are discussed below.

Pollution Prevention

The Department of Defense is strongly committed to a
pollution prevention program that affects every aspect
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of its activities. Pollution prevention averts environ-
mental contamination and degradation through mate-
rials management at every level of defense operations,
reducing the volume and toxicity of substances released
or needing disposal. It also reduces future compliance
costs. Only by eliminating hazardous materials or those
processes generating hazardous by-products can overall
costs be reduced.

Pollution prevention is a good business approach. Most
projects pay for themselves in three years or less. In
addition, many of the new processes do the job better,
safer, faster, and cheaper. In other words, they con-
tribute to readiness, modernization, and quality of life.
An example is the aqueous washer. This device cleans
parts from aircraft, ships, and motor vehicles more
effectively than the old chemical solvent process. In
addition, it does it in a fraction of the time previously
needed. Other high payback examples include:

® New explosive materials having significantly
greater energy density and lower production cost
that can be recycled if not used for their original
intent.

" High pressure water blasting, using nontoxic
detergents, for paint stripping and cleaning, thus
reducing solvent consumption, waste, and cost.

DoD components are implementing centralized
hazardous materials management programs at many of
their facilities. The programs emphasize centralized
management, limited distribution, and cradle-to-grave
tracking of hazardous materials. These systems stream-
line tracking by placing bar code labels on all containers
used to dispense hazardous materials. Rapid and
ensured delivery eliminates the need to store large
volumes of materials at the shop level. Benefits include
spill risk reduction, reduced procurement, reduced
waste generation and, most importantly, a net reduction
in costs. The Jacksonville Naval Aviation Depot
achieved, over a three year period, a $3.6 million reduc-
tion in purchases of hazardous materials, a 50 percent
reduction in chemical use, and a 75 percent reduction in
shop stocks because of its effective use of centralized
hazardous material management.

DoD is also emphasizing pollution prevention in the
design and development of new weapon systems. Over
time it has become apparent that the operation and
maintenance processes associated with weapon systems
have an environmental impact. Decisions made in
weapon system design and in development of
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maintenance procedures can have environmental
impacts 20 to 30 years in the future. Therefore, inte-
grating pollution prevention into weapon system design
and development is an effective method both to
minimize future environmental problems and to lower
operational costs. DoD is in the process of integrating
environmental considerations into weapon systems
management by including environmental costs in each
system’s life-cycle cost estimate; identifying and
assessing environmental, safety and occupational
health risks and impact; and working to reduce or
eliminate the risks and impact where feasible.

In addition to incorporating pollution prevention into
system design, DoD is reviewing military specifi-
cations and standards to ensure that these standardized
documents do not unnecessarily require the use of
hazardous materials in production or operation of
weapon systems. In a related initiative, DoD is working
to adopt commercial standards that incorporate pollu-
tion prevention.

Further, DoD is working with industry to reduce the use
of hazardous material in manufacturing processes. The
initiative, known as the Joint Group on Acquisition
Pollution Prevention, involves seven major corpora-
tions and all of the Services. The joint group is working
with each manufacturer and all of the programs
supported at a specific facility to reduce the use of
specific hazardous materials in all of the programs at the
facility. This initiative benefits both the manufacturer
and the government.

It is equally important that DoD integrate pollution pre-
vention into existing weapon systems. Most of the
weapon systems DoD operates were designed and
produced before the current pollution prevention
programs for new systems were put into place. In
addition, the modest funding levels for modernization
over the past several years have not allowed DoD to
phase out older systems. Consequently, DoD cannot
rely on modernization to reduce the amount of
hazardous materials used in the operation and mainte-
nance (including repair and overhaul) of existing
weapon systems and the costs associated with environ-
mental compliance. Current programs to reduce the use
of hazardous material in activities such as paint removal
indicate that reduction efforts must proceed cautiously
to avoid adversely affecting the weapon systems’
performance. DoD’s experience with efforts to decrease
reliance on ozone depleting substances in weapon
system operation and maintenance provides numerous
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lessons learned on how to reduce the use of environ-
mentally harmful materials in weapon system opera-
tions while ensuring the operational readiness of these
systems. DoD is building on these lessons learned to
determine the best and most cost-effective approach to
integrate pollution prevention into the management of
existing weapon systems. Pollution prevention pro-
grams control and ultimately lower weapon system
costs in the long term.

Compliance

The continuing challenge of the Department’s environ-
mental security compliance program is to protect the
readiness of U.S. military forces while meeting federal,
state, and local environmental requirements. To assist
in this task, the Department established a system of 10
regional Environmental Security offices — one for each
EPA region. These regional offices’ mission is to
improve communication and coordination among DoD
components and regulators, with the goal of improved
and more efficient compliance. By working closely
with regional, state, and local regulators, the Regional
Environmental Coordinators will ensure DoD’s opera-
tional requirements are addressed while developing
new regulations, and that military facilities within the
region are informed of new requirements in a timely,
efficient, and uniform manner.

DoD works closely with the EPA and state legislatures
to develop implementing rules for environmental laws.
The main emphasis is to ensure any investment forced
by a new rule yields a reasonable improvement to the
environment. Furthermore, DoD wants to consider
pollution prevention projects that eliminate pollutants
and, therefore, compliance requirements, as the pre-
ferred response. Costly compliance projects or opera-
tions are considered the option of last resort.

Day-to-day operations at installations are intimately
connected with environmental compliance. An installa-
tion cannot have one without the other. On a daily basis,
installations at home and abroad:

® Provide heat and electricity to all buildings, hous-
ing, offices, maintenance shops, etc. The operation
of power plants is fully regulated under a variety of
environmental laws, such as the Clean Air Act and
the Resource Conservation and Recovery Act.

®  Provide fuel for aircraft, tanks, ships, and other
vehicles needed to support the mission and base
operations. Fueling points and fuels are regulated
by the Clean Air Act and the hazardous waste laws.
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®  Provide safe drinking water, as regulated by the
Safe Drinking Water Act.

® Provide medical treatment. Clinics and hospitals
generate hazardous waste that is carefully regulated.
Some hospitals also have medical waste incinerators,
which generate hazardous air pollution and are
subject to the Clean Air Act.

®  Maintain and overhaul military equipment. Some
maintenance activities, such as painting, paint
removal, plating, corrosion control, and engine
maintenance, produce large amounts of highly toxic
pollutants and wastes that are regulated, including
spent solvents and metals bearing pollutants.

DoD is subject to the same environmental, health, and
safety regulations as private industry. DoD’s challenge
is to work with regulators to develop rules that are cost
effective and protect the environment, to identify cost
effective and efficient ways to meet these requirements,
and to plan and budget to ensure that the installations
remain in compliance. The Department is a leader in
environmental compliance, successfully protecting
human health and environment while fully performing
the defense mission.

Conservation

Land and water access for military operations and
training is a perishable commodity, not easily acquired.
Sound management of natural and cultural resources
sustains the military mission and protects these
important resources. DoD controls over 25 million
acres of land, about the size of Virginia. Most of this
land supports training or testing of new weapon
systems. DoD lands and waters are home to over 300
threatened and endangered species and over 100,000
archeological sites. One hundred fifty bases have
properties listed or eligible for the National Register of
Historic Sites. In many cases, because of the protection
afforded by the military reservation, these resources
have flourished and been preserved. Some endangered
species exist only on military lands. Many conservation
measures are directly related to military activities.
Some are simply the right thing to do to fulfill
obligations of stewardship and respond to community
concerns. For example:

®  Tank and Troop Training. The Pinon Canyon
Training area at Fort Carson, Colorado, operates on
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a two year rest and rotation schedule for 25 training
subunits. At any given time, no more than 50 per-
cent of the total land is in use. Rest and rotation
provides better training since the land is given an
opportunity to recover from prior exercises.
Realistic training is enhanced by presenting the
widest variety of venues and training area mainte-
nance costs are reduced by spreading out activity
over a larger area.

= Enhanced Management of Threatened and Endan-
gered Species. Active management of protected
species can ensure DoD’s continued ability to
conduct the military mission. Marine Corps efforts
at Camp Pendleton, California, have led to a tripling
of the population of nesting pairs of an endangered
bird, the least Bell’s vireo. These efforts convinced
the Fish and Wildlife Service to forego designating
about 10,200 acres on the base as endangered
species critical habitat, an action which would have
limited property use.

®  Preserving Historic Sites and Buildings. Many
military installations were established during the
nation’s early westward expansion. Others contain
more recent physical remnants of U.S. military
history, including many associated with the Cold
War and World War II. These historic buildings and
sites are all part of the United States’ national
heritage. These resources are important to the
facility and the community and can also have a
much wider regional or national significance.

By better understanding the ecologies of these regions
and their cultural resources, DoD will be better
positioned to predict the impact of training activities
and to develop appropriate mitigations and modifi-
cations, while leading the protection of the assets held
in trust for the people of the United States.

Cleanup

The job of restoring toxic waste sites results from DoD’s
past operations and maintenance activities. Very much
like those of private industry, DoD’s sites exist due to
years of using hazardous materials, now known to be
environmentally detrimental. Restoration of DoD’s
sites will be costly and technically difficult, but is a
Cold War mortgage that must be paid.

A variety of sites are found at military installations.
Typically, the most difficult type to assess are landfills
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and those sites with significant groundwater contam-
ination. For groundwater contamination, the flow of
water through the soil and subsequent connection to
various aquifers must be understood and addressed. For
landfills, the challenge is to determine the location and
type of contaminants not usually separated before
placed in landfills. For example, landfills may contain
waste oil and paint, demolition debris, toxic chemicals,
metal wastes, sewage sludge, medical wastes, and
pesticides. These types of sites require fieldwork,
laboratory analysis, and often groundwater modeling to
determine the soil layering conditions and the flow of
groundwater through the layers, techniques similar to
those the oil and mining industries use to search for oil,
gas, and minerals.

These efforts (e.g., drilling and sampling) determine the
site’s characteristics, potential contaminants, and the
concentration of the contaminants, in addition to
providing alternatives to mitigate the impact of those
contaminants on human health and the environment. At
some sites, this type of investigation reveals contami-
nation is low enough in concentration to have no impact
on human health and the environment. These sites can
be closed out, saving money by preventing costly
remediation efforts. At other sites, close-out can be
based on contamination removal. At many sites, par-
ticularly those contaminated with petroleum products,
contamination will naturally deteriorate over time
(natural attenuation). This type of site requires only
minimal cleanup and some monitoring. For the more
complex sites, a significant amount of site charac-
terization is required. Alternatives must be evaluated
and cleanup work accomplished based on the results.

DoD is committed to prioritizing the use of cleanup
resources based on risk to human health and the
environment. The Department has developed a
sequencing tool that evaluates the relative risk of sites,
not to determine if a remedial action is needed, but to
categorize the threat of existing site characteristics as
compared to a baseline. For the relative risk evaluation,
the relationship of the contaminant, the pathway, and
the receptor are examined.

DoD intends to use relative risk evaluations to assist in
determining the sequence of cleanup at each installa-
tion, and for evaluating the appropriate scope for
cleanup projects. The Department has had many
notable cleanup successes, including:
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®  Pearl City Junction, Hawaii. By adopting an
accelerated cleanup approach at Pearl City
Junction, a portion of the Pearl Harbor Naval
Complex, the Navy completed in three years a
cleanup that would normally have taken five to
seven years. The approach consisted of an inno-
vative field investigation, field screening tech-
niques, and public involvement early in the process.

®  Barrel Bluffs, King Salmon, Alaska. The Air Force
devised a $13 million remedy to cap and monitor
several dump sites containing thousands of 55-
gallon drums contaminated with fuel, oil, and toxic
chemicals. The original remedy, based on exca-
vating the barrels and shipping them to a permitted
facility, would have cost about $70 million. A study
evaluated all potential alternatives and determined
that the lower cost solution was quicker, safer, and
well worth the effort.

By effectively balancing legal agreements and relative
risk, within the context of a stabilized funding level, the
environmental restoration program will continue to
make strong and effective progress.

Safety and Occupational Health

Environmental security ensures protection of defense
warfighting assets — people, weapon systems, facili-
ties, and equipment — from fire, safety, and health
risks. This involves making military systems, installa-
tions, and housing safer; curbing workplace injury and
illness; and making safety awareness an inherent part of
doing business. These efforts are essential to main-
taining combat readiness.

Over the past year, the Department has:

® Reduced aircraft loss rates and accidental fatality
rates to an all-time low.

® Worked with the Department of Labor to identify
ways to protect workers and served as a major
laboratory for testing new ways to prevent injuries
and occupational illness.

® Developed cooperative arrangements with the

Departments of Energy and Labor to reduce ergo-
nomic injuries.

® Teamed with the United Auto Workers and the
Army to share innovative safety training materials,
saving DoD significant costs.
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®  Developed new policies to improve abatement of
lead-based paint, asbestos, and radon at military
bases slated for closure. The goal is to reduce cost
and speed the transfer of DoD buildings.

® Maintained a smoke-free workplace environment.

®  Helped the defense industry develop a commercial
standard to improve the safety of weapon systems,
replacing the outdated military standard.

Explosives Safety

The Department of Defense Explosives Safety Board
(DDESB) was established by statute (10 U.S.C. 172) for
the purpose of advising the Secretary of Defense and the
Service Secretaries on all safety aspects of ammunition
and explosives operations. The Board accomplishes
this mission by both promulgating explosives safety
standards and checking for compliance through explo-
sives safety surveys of DoD facilities. The Board’s
efforts focus on enhancing readiness by ensuring sur-
vivability of personnel and military resources wherever
DoD ammunition and explosives are manufactured,
stored, maintained, shipped, demilitarized, or used.
Specifically the DDESB has:

®  Conducted explosives safety surveys of over 200
DoD facilities worldwide.

®  Worked closely with the Services and the Environ-
mental Protection Agency in developing, where
required, appropriate safety standards for storing,
transporting, and disposing munitions no longer
required for military operations.

® Conducted, in partnership with other federal
agencies, allied governments, and industry, a test-
ing program formulated to enhance explosives
safety.

»  Ensured public safety for future use of all facilities
identified for lease, transfer, or disposal by the Base
Realignment and Closure Commission through
review and approval of unexploded ordnance
(UXO) clearance plans. Also, reviewed all similar
plans for all Formerly Used Defense Sites requiring
UXO clearance operations.
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Pest Management

The DoD Pest Management Program supports readi-
ness in two ways: protecting U.S. forces from the
vectors of diseases, such as malaria and dengue, and
protecting DoD property, material, and natural
resources from pest damage. The Armed Forces Pest
Management Board coordinates DoD pest management
functions within the Department and with other federal
and state agencies. DoD continues to use and move
toward full implementation of integrated pest manage-
ment (IPM) to reduce the risk of pesticide exposure.
The IPM approach supports the Department’s compre-
hensive pollution prevention strategy by emphasizing
nonchemical, environmentally compatible methods to
control disease vectors and pests. DoD’s goal is to
reduce pesticide use S0 percent by the end of FY 2000.
Other pest management initiatives taken by DoD
include:

®  Establishing a model program to survey for and
control brown tree snakes at military ports and
installations on Guam. The program has been very
successful in controlling and intercepting this
snake, which is also a serious ecological threat to
Hawaii and the Northern Marianas.

®  Promoting DoD partnerships with other federal,
state, and private agencies t0 manage noxious
weeds on DoD installations.

®  Conducting cooperative research with the U.S.
Department of Agriculture to develop improved
skin and clothing repellents to protect U.S. troops
against biting insects.

Environmental Technology

The Environmental Technology Program makes invest-
ments in environmental research and development for
military needs and uses. Promising private sector
environmental technologies affecting compliance and
pollution prevention and cleanup are examined and
screened for applicability to the special needs of the
Department of Defense. Selected technologies are
tested on site, with federal and state regulators, to obtain
certification and get the technology more quickly into
the hands of end users.

Environmental technology potentially affects all
aspects of defense environmental security by creating a
greater ability to prevent pollution at the source, provide
compliance at less cost, and create faster, cheaper, and
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more effective cleanup tools. The programs that
develop new environmental solutions to improve DoD
performance are the Strategic Environmental Research
and Development Program (SERDP), the Environ-
mental Security Technology Certification Program
(ESTCP), and the Service component’s research and
development.

To ensure DoD investments in environmental tech-
nology yield the necessary return, the Department has
put increased emphasis on the demonstration and vali-
dation of environmental technologies through ESTCP.
ESTCP demonstrates and validates new technologies,
promotes regulatory and user acceptance, and recom-
mends direct implementation at DoD facilities. In
1995, ESTCP supported 26 technology demonstra-
tions to detoxify waste streams at arsenals, develop
solid propellant disposal techniques, employ advanced
technologies to treat ordnance-contaminated soil and
groundwater, destroy mixed hazardous waste through
advanced plasma arc technologies, test advanced bio-
remediation technologies that address high priority
DoD needs, and develop treatments for other DoD
unique environmental problems.

The following are examples of DoD’s strategy to match
environmental technology investments to defense
needs:

®  Aircraft Depot Maintenance. A more advanced
system of aircraft painting was developed, elim-
inating the use of primers. Called the Unicoat paint
system, it speeds painting, reduces cost, and lessens
operator exposure.

8 Engine Aircraft Parts Electroplating. The Strategic
Environmental Research and Development Pro-
gram funded the development of a twin-wire
thermal spray and ion vapor deposition process
reducing the use of strategic metals and diminishing
toxic waste residues.

®  Corrosion Control. Introducing high volume-low
pressure and airless applicators have eliminated
overspray problems, minimizing worker exposure
and reducing chemical usage.

®  Detection of Unexploded Ordnance. By using laser
polarimetry and thermal infrared measurements,
ESTCP is testing new remote sensing technologies
to perform site characterization at lower cost while
keeping personnel safe.
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8 (Cleanup of Explosives Contaminated Ground-
water. With advanced oxidation treatment, TNT in
groundwater is broken down more quickly into
nonhazardous compounds, reducing hazard and
accelerating payback. A technology developed by
SERDP is now being demonstrated and validated
by ESTCP at an Army facility to allow its use across
the Department.

" Jet Engine Reuse. The Air Force is highly depend-
ent on plating processes to rebuild distorted and
worn surfaces on jet engine casings and other
components. Unfortunately, conventional plating
approaches are generally expensive, slow, and
generate large amounts of hazardous wastes. The
Electromagnetic Particle Deposition process,
developed by DoD, applies surface coatings by
propelling particles against surfaces at hyper-
velocities, producing the densest possible coating
with the best possible bond strength.

DoD’s strategy for providing innovative technologies to
reduce the financial and mission impact of meeting the
Department’s environmental goals is threefold: sys-
tematic identification of user needs, focused research in
and development of new technologies to meet DoD
unique needs, and demonstration and validation of
innovative technologies to promote rapid implementa-
tion.

As Secretary Perry has indicated, “Innovative technol-
ogies are critical to our country’s national and environ-
mental security. Through advanced technology we can
reduce the cost, risk, and time needed to meet the
Department’s environmental challenges. But unless we
successfully transition innovative environmental tech-
nologies developed at Federal and private sector
laboratories, DoD will never reap the benefit. Many
barriers prevent innovative environmental technologies
from being implemented at our installations. To over-
come these, the department has initiated the Environ-
mental Security Technology Certification Program.
Using our military facilities, ESTCP will demonstrate
and validate the effectiveness of the most promising
environmental technologies.”

A GLOBAL VIEW

DoD has environmental responsibilities and oppor-
tunities at U.S. military installations throughout the
world. The goals of DoD’s International Environmental
Activities Office include:
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Overseas Environmental Compliance. DoD devel-
oped Final Governing Standards for environmental
compliance based on U.S. standards and tailored to
the laws and practices of every country where DoD
maintains a physical presence. These standards
provide critical guidance to commanders in the
field and are an important component of U.S.
bilateral relationships with host nations. Environ-
mental Security is working with Overseas Environ-
mental Executive Agents to implement and pursue
funding for the Final Governing Standards.

Overseas Environmental Restoration. Environ-
mental restoration is a critical component of nego-
tiations to return U.S. facilities to a host nation.
DoD’s policy provides for immediate cleanup of
imminent and substantial risks to human health and
safety, while soliciting host nation contributions for
cleanup of less threatening contamination.

Leadership in NATO. DoD has earned its reputa-
tion as a leader in defense environmental security,
within NATO and the Partnership for Peace.
Through a series of bilateral and multilateral initia-
tives, DoD is assisting European states to address
environmental cleanup at bases converting to
civilian use; developing policies and procedures for
managing environmental issues in a defense con-
text; building interagency relationships in newly
emerging democracies to deal with military envi-
ronmental contamination; and creating environ-
mental training to institutionalize this knowledge.

Leadership in the Pacific. Building upon a pre-
existing trilateral relationship with Canada and
Australia, DoD is expanding the use of environ-
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mental security as a venue for military-to-military
cooperation throughout the Pacific Rim.

®  Relationship with Russia. DoD has worked to build
an Environmental Security relationship with the
Russian Ministry of Defense. Through a bilateral
defense environmental agreement and exercises
designed to make use of classified assets for
environmental purposes, DoD is trying to change
both culture and practice in Russia with respect to
the environment.

TRAINING THE ENVIRONMENTAL
SECURITY WORKFORCE

Education and training are the foundation of DoD’s
environmental security programs. DoD’s goal is a
highly qualified, well-trained environmental work-
force. To achieve this goal, DoD established the Inter-
Service Environmental Education Review Board. It
will integrate DoD environmental education and train-
ing programs into a single school system, eliminate
duplication, and improve the quality of courses.

CONCLUSION

Environmental Security supports DoD’s priorities of
readiness, quality of life, and facility and equipment
modernization. Environmental Security’s leadership at
DoD provides essential support of the military mission
by protecting personnel and their families from envi-
ronmental, safety, and health hazards, through pollution
prevention and a long-term view of solving environ-
mental problems. This approach will strengthen the
public’s trust of DoD, lead to higher environmental
quality, improve performance, and lower costs.
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INTRODUCTION

In this era of downsizing, privatizing, and restructuring,
the Department continues to pursue creative and
effective management initiatives to reduce infra-
structure costs and optimize logistical support. DoD’s
overarching goal is to maintain and improve long-term
military readiness and to ensure the Department
addresses modernization needs. The Commission on
the Roles and Missions of the Armed Forces (CORM)
emphasized outsourcing the Department’s commercial
activities as a way to streamline support activities and
achieve cost savings. Over the coming months, the
Department will investigate outsourcing (using federal
funds to pay a private company to do defense work) or
privatizing (completely transferring to the private
sector) many commercial-type support activities, such
as depot maintenance, materiel management, family
housing, and base management and infrastructure.

This chapter will specifically address those initiatives
and objectives the Department is implementing to
improve installations and logistics management, in-
cluding those related to the CORM recommendations.

INSTALLATIONS

Meeting the Challenge of Installation
Readiness

Military readiness and the ability to attract and retain
quality personnel depend, to a large degree, on the
installations where DoD people work and live. To better
match facilities with the emerging force structure, the
Department will continue to realign and consolidate
functions. To hasten the modernization of facilities, the
Department is using new management and financial
tools, such as private capital, to leverage limited
resources. Toenhance the way the Department manages
its installations and provides services to its people, the
Department is redesigning business practices to
improve customer service and lower costs.

The Department’s efforts focus on achieving the
following four objectives:

®  Support military readiness and quality of life with
sufficient, high quality facilities at the lowest
life-cycle cost.



Part Il Enhancing Defense Management
INSTALLATIONS AND LOGISTICS

®  Use private capital and commercial construction
techniques to help solve the Department’s facility
deficiencies, with special emphasis on constructing
or renovating existing family housing.

Improve installation management, increase use of
recycled materials, save energy, and protect the
environment, all while continuing to support the
military mission.

Continue effqrts to eliminate excess facilities and
drive down support costs.

The Department’s plans for achieving these objectives
are described below.

Supporting Readiness and Quality of Life

The Department is steward of the world’s largest
dedicated infrastructure, managing about 42,000 square
miles of land and a physical plant valued at about $570
billion. To manage this infrastructure effectively and
economically requires engineering insight, business
acumen, and sufficient resources. Base closures and
overseas disposals significantly reduced that infra-
structure to a level that better meets the needs of the
nation’s armed forces. However, DoD must continue
building new facilities to relocate missions from bases
designated for closure, replace uneconomical and
severely deteriorated facilities, and support new or
expanded missions.

The ability of DoD facilities to support and enhance
military readiness depends on the condition of DoD’s
physical plant. Deteriorated facilities undermine readi-
ness in two principal ways. First, deteriorated facilities
are more likely to fail, and facility failures can directly
compromise the mission. This lesson was learned
during mobilization for Operation Desert Shield, when
dilapidated rail lines and portions of aircraft runways
failed due to the lengthy deferral of needed repairs.
Second, deteriorated facilities impair readiness by
lowering the quality of life of military and civilian
families, by reducing the efficiency of uniformed and
civilian workers, and by detracting from the retention of
highly qualified and motivated personnel. Well con-
structed, properly equipped, adequately maintained
facilities help to improve personnel performance. Thus,
good facilities are force multipliers; they enable and
motivate forces to improve productivity without an
increase in their numbers.
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Another Departmental initiative for improving the
quality of life for military and civilian families is to
improve the service provided during shipments of
families” household goods. The effort includes
simplifying household goods processes, improving
quality of service, reducing loss and damage, and
streamlining claims procedures.

Using Private Sector Methods to Enhance
Military Housing

Individual surveys of Service personnel and their fami-
lies, Military Service data, and the findings of the
Defense Science Board’s Quality of Life Task Force all
confirm that the Department has not met its goal of
providing adequate, affordable housing for all its
personnel. While the extent of the problem varies
among the Services, between unaccompanied and
married quarters, and between on- or off-post accom-
modations, virtually every sector of the DoD housing
market warrants significant improvement. This chal-
lenge is particularly acute if solutions are to be found
within existing resource levels, while generating
significant improvements in the near term.

The percentage of married personnel has steadily risen
since the advent of the all-volunteer force. Currently, 60
percent of the force is married. Reflecting overall social
patterns, the military force includes increasing numbers
of single parent families, blended families which are
often larger than average, and families in which both
parents are service members. All these developments
stress a housing delivery system that has proven
inefficient and inadequate.

Service data paint a bleak picture. The private sector —
DoD’s primary source of family housing — supports
about two-thirds of military families. About 12 percent
of these families judge their housing inadequate,
usually due to safety, cost, or commuting distance. Of
the approximately 300,000 families living in govern-
ment-owned or controlled housing, almost 200,000
families are considered unsuitably housed. The prin-
cipal problems here are deteriorated conditions, small
size, and lack of contemporary amenities. Much of
DoD’s family housing stock was built in the 1950s and
1960s and now faces block obsolescence. Large
numbers of these quarters must be replaced or renovated
to bring them to contemporary standards.

The barracks situation is no less acute. About 450,000
enlisted service members live in barracks — most by
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direction, not choice. In all too many circumstances,
these facilities are substandard, inadequately main-
tained, or obsolete. While government-owned family
housing is on average 33 years old, barracks are about
40 years old, with many substantially older. The
barracks challenge is exacerbated by rising expectations
for accommodations by the professional enlisted force
and the increasingly large gap between those expecta-
tions and DoD’s deteriorating barracks stock. DoD has
recently revised the Department’s construction standard
to meet contemporary needs. Unless DoD develops a
more efficient delivery system, provision of these new
quarters will extend for decades. Assuming current
funding levels and procurement practices, the Depart-
ment faces a 30 year timeline to resolve the family
housing problem, and even longer for barracks. These
alternatives are simply not acceptable.

After consulting with government and private housing
experts, DoD concluded that a combination of private
housing capital and commercial construction tech-
niques could significantly improve the Department’s
ability to solve these problems. A joint-Service study
team identified three basic categories of private
financing tools that allow the Department to attract
private capital investment: guarantees and direct loans,
commitments, and investments. The National Defense
Authorization Act for Fiscal Year 1996 provided
authority to use these tools.

To use these tools, the Department established the
Housing Revitalization Support Office (HRSO), jointly
staffed by the Office of the Secretary of Defense (OSD)
and the Services. In 1996, the HRSO plans to test these
tools in a variety of markets. In following years, the
Department anticipates a rapid increase in the use of
these authorities to stretch appropriated funds with
private capital. As the Services gain experience, the
authorities will devolve to them. HRSO will finalize the
policy and procedures, report to Congress, and request
permanent authority for using the tools.

In addition, the Department is examining ways to draw
more thoroughly on private sector management prac-
tices through the creation of service-specific, nonprofit
housing corporations. Such organizations could in-
crease private sector efficiencies of tools recently
provided to the Department. Conceptual plans enabling
legislation are currently under review.

127

Improving Installation Management

The integrated facility management approach is the
catalyst for improving installation management poli-
cies, guidelines, and tools.

The annual DoD Installation Commanders’ Conference
and Commanders’ Forum give installation com-
manders and DoD policy makers an opportunity to dis-
cuss new policies and to improve existing ones. The
Department is collaborating with installations, major
commands, and Service staffs to improve the ability of
base commanders and managers to effectively manage
their installations. This customer-focused perspective
views the warfighting CINC:s as the ultimate customers
and the installation commanders and managers as the
immediate customers responsible for providing the
installation facilities and services required to sustain a
ready force.

This effort stresses changing policy and developing
methods and systems to enable installation com-
manders and staff to enhance their productivity and
more effectively manage installation resources. The
significant commonality across Services in installation
management offers the opportunity to leverage scarce
dollars and human resources. Value-added tools and
management approaches include developing a common
information technology operating environment and
decision metrics for installation commanders. This
long-term effort will strive to significantly improve
installation management.

The Department of Defense is the largest centrally
managed energy consumer in the United States. The
Department’s installations consume over 70 percent of
the building and facility energy the federal government
uses. It costs nearly $2.9 billion each year to heat, cool,
light, and provide mission support energy to the 2.5
billion square feet of DoD floor space throughout
approximately 400,000 buildings around the world.
The Department recognizes its responsibility for energy
efficiency and stewardship for the nation and is
developing and implementing a vigorous program of
energy and water conservation by changing utility
procurement policies to reduce its annual energy bill by
buying in bulk and taking advantage of rebates for
demand reduction. The magnitude of the Department’s
energy use provides an opportunity to greatly reduce
government costs through improving energy resource
management and applying emerging technologies.

The Department historically is a leader in energy cost
containment through conservation and participation in
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state utility regulatory proceedings. Increasing budget
constraints make such efforts more important in the
coming years. Energy efficiency does not mean
shutting off energy supplies, reducing energy supplies,
or making people uncomfortable. Many opportunities
exist for using newer technologies and improving
engineering techniques that improve productivity and
comfort while reducing energy consumption and cost.
DoD’s focus is on a long term strategy to invest today
to save in the future.

The primary long-term goals of the Department’s
program, reflected in Executive Order 12902, are to
reduce, by the year 2005, installation energy use by 30
percent, from a baseline of 1985, and improve industrial
energy efficiency by 20 percent by the year 2005, from
a baseline of 1990. DoD also is required to identify and
accomplish, by 2005, every energy and water conser-
vation measure with a payback of 10 years or less. The
FY 1994 cost avoidance resulting from the installation
energy program is estimated at $300 million. Con-
tinued progress toward meeting program goals depends
on increased program support and investment funding.

Resizing the Base Structure

The Department’s Base Realignment and Closure
(BRAC) process has been the major tool for reducing
the domestic base structure. Three principles guide the
Department’s BRAC process: (1) improve military
effectiveness; (2) save money by reducing overhead;
and (3) achieve these goals through a fair and objective
selection process. The 1988 Defense Secretary’s Com-
mission on Base Realignment and Closure approved 16
major domestic closures, as well as numerous small
sites. The 1991 and 1993 Base Closure and Realign-
ment Commissions are responsible for another 54 major
closures. The 1995 Commission recommended closing
an additional 27 major domestic installations.

While the Department has made significant progress,
the domestic base structure continues to exceed needs.
Even after the approved recommendations of these four
BRAC rounds are implemented, the Department will
have excess infrastructure. Balancing the Department’s
force and base structures by eliminating unnecessary
infrastructure is critical to preserving readiness.

An important element of defense infrastructure is test
and evaluation (T&E) facilities. Realigning and closing
T&E facilities must be carefully planned to retain
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essential and unique capabilities. The Air Force con-
solidated T&E infrastructure by eliminating overlaps
and realigning missions to three main sites. By FY
1997, the Army will consolidate T&E functions at five
major test centers. Navy consolidated research and
development T&E at four main test sites. The Services
collectively oversee T&E downsizing through an
Executive Agent, consisting of the Service Vice Chiefs
of Staff.

In order to retain only those resources necessary to the
Services’ missions, the Department supports the 1995
Commission’s recommendation that Congress author-
ize another BRAC Commission for the year 2001.

The following table depicts the costs and savings
associated with BRAC.

BRAC BRAC BRAC BRAC

1988 1991 1993 1995
6-Year Cost 1,931 3,593 6,320 3,600
Environment Cost 820 1,342 1,705 550
6-Year Savings 2,352 6,306 7,530 3,900
Annual Savings 700 1,600 1,900 1,600

The recommendations of the 1995 Base Realignment
and Closure process will provide significant savings to
the Department. Over the next 20 years, the total BRAC
95 savings will be approximately $19 billion. Once
BRAC 95 recommendations are implemented, the
Department will realize annual recurring savings from
all BRAC efforts of approximately $6 billion. It is
vitally important the Department rapidly implement the
approved closure recommendations to speed the
economic recovery of affected communities and realize
the expected savings to DoD and the taxpayers.

MEETING THE LOGISTICS
MANAGEMENT CHALLENGE

An effective logistics program to distribute, maintain,
and replace materiel is essential to mission success, that
is to give combat units the equipment and support
services they need when they need them. Operation
Desert Storm demonstrated the need for effective
logistical support. The management challenge for the



Part III Enhancing Defense Management
INSTALLATIONS AND LOGISTICS

logistics system is to maintain or improve levels of
support to military customers while radically reducing
the structure and overhead associated with delivering
that support.

An intense, two-day off-site in August 1995 helped
logistics managers focus on important logistics man-
agement initiatives. Senior Defense and logistics per-
sonnel from the Services and the Defense Logistics
Agency (DLA) attended. The off-site provided an
opportunity to focus on management initiatives current-
ly being pursued and to set goals for future improve-
ments.

Last year the Department issued a Logistics Strategic
Plan to provide a comprehensive roadmap for improve-
ment and to tie together initiatives coherently. The plan
provides strategies for achieving more reliable, cost-
effective, and prompt service, while concurrently
reducing the Department’s infrastructure. Defense
plans and the Planning, Programming, and Budgeting
System incorporate these priority strategies to enhance
the ability to resource and monitor their implementa-
tion. Logistics personnel will use the plan in 1996 to
measure progress and compare performance against the
plan’s goals and comparable goals identified at the
logistics off-site.

Current logistics management initiatives that will be
discussed in this section include improved customer
support, privatization and outsourcing, successful busi-
ness practices, improved asset management, improved
logistics response time, and logistics business systems.

Improved Customer Support

The military departments are pursuing several mainte-
nance management improvement initiatives that will
lead to better customer support.

An Army initiative, Integrated Sustainment Mainte-
nance (ISM), reduces logistics costs and enhances
customer support by consolidating several levels of
maintenance and moving repair capability as far
forward as possible. ISM integrates requirements
determination, asset availability, and maintenance cap-
ability at the national level. Under this concept, a
regional workloader prioritizes and distributes work in
that region, using centers of excellence, based on
capabilities and repair programs. This concept should
maximize repair capability and optimize the use of
available resources.
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The Navy is moving toward a regional maintenance
concept. Under this concept, ship, aircraft, and com-
ponent maintenance will be accomplished within a
givenregion, using all available resources, regardless of
the location at which maintenance is performed.
Resources (equipment, facilities, and personnel) would
be shared among activities to ensure maximum resource
utilization. Ultimately, the user will see only a single,
accessible, responsible provider.

The Air Force’s Lean Logistics effort, an interrelated
series of logistics initiatives, will reduce infrastructure
and shrink the logistics footprint, while maintaining
capability and sustainability. A Two-Level Mainte-
nance (2LM) concept with effective business practices
(e.g., Just-in-Time and Electronic Data Interchange)
will be implemented. Under the 2LM concept, the Air
Force reduces intermediate-level maintenance require-
ments for selected avionics and engines, which in turn
reduces base-level maintenance and support personnel,
equipment, and facilities. High velocity, time-definite
delivery of parts, with heavy reliance on the commercial
transportation sector, will reduce inventory and increase
pipeline flow. Reparable parts move from bases to
repair centers at Air Force depots and then return to the
bases via highly reliable transportation.

The net effect of these initiatives will be improved
customer support, increased efficiency, better resource
utilization, reduced infrastructure, and a shrunken
logistics footprint.

Privatization and Outsourcing

As part of the Department’s privatization and out-
sourcing initiative, it is assessing materiel manage-
ment outsourcing opportunities in reutilization and
marketing, distribution depots, inventory control point
functions, and contractor supply support strategies.
This assessment includes many issues: providing ade-
quate capability to meet surge requirements during
wartime; ensuring broad private sector participation;
improving the contracting process; and eliminating
restrictive regulations on the Defense customer. Initial
materiel management privatization strategies will be
available in 1996.

The Department is also reviewing outsourcing and
privatization in the area of depot maintenance as
recommended by CORM. During FY 1994, the Depart-
ment spent approximately $13 billion for depot mainte-
nance of weapons systems and equipment. In terms of
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commodities, fixed wing aircraft and sea systems each
absorbed 35 percent of the available maintenance
funding followed by combat vehicles, artillery, auto-
motive, and other ground equipment with 17 percent,
helicopters with 5 percent; communications and elec-
tronics with 4 percent, and missiles with 3 percent.

The Department agrees with the CORM recom-
mendations for outsourcing depot maintenance. How-
ever, it must retain a limited organic capability to meet
essential wartime surge demands, promote com-
petitions, and sustain institutional expertise. Initial
planning for determining and achieving the proper
balance between public and private sector sources has
begun. A major objective within the plan will be to
sustain materiel readiness at current levels throughout
the transition to greater privatization to the extent the
law permits. As a result of budget considerations and
the general drawdown of military forces, the
Department 1s continuing the already dramatic reduc-
tions in the maintenance infrastructure (facilities and
personnel) in depot maintenance.

Successful Business Practices

The Department implements successful business
practices from industry and expands best processes
from within DoD. An Inventory Control Point Bench-
marking Team reviewed several commercial analogs to
Inventory Control Point processes and found ways to
improve inventory management. Direct vendor
delivery is now the norm for pharmaceutical require-
ments and some clothing. Commercial distribution of
subsistence at shore dining facilities began last year.
Local purchase authority for centrally managed items
was increased. Field activities can make best value
purchases and limit using the central supply system to
cases where value is added. The Navy and DLA are
pioneering a concept of aggregating purchases from
multiple Inventory Control Points to a single source in
one contract to get better prices.

Assignificant change in the approach to automated depot
maintenance systems is to use a Manufacturing
Resources Planning environment, rather than speci-
fying the exact software to be used. Implementing an
improved system and a common operating environment
will result in increased economies and faster return of
weapons and equipment to the joint warfighters.
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The Defense Medical Logistics Standard Support
(DMLSS) program will integrate the medical materiel
and services logistics functions with commercial
practices, provide more products and services faster for
lower costs, and eliminate redundant maintenance and
overhead of eight Service and Agency legacy systems.
The Prime Vendor Program (Pharmaceutical) segment
of the DMLSS has been implemented at 150 ordering
sites, including Europe.

Improved Asset Management

The National Security Strategy to fight and win two
nearly simultaneous major regional conflicts with less
investment in war reserve inventory requires the
Department to cut inventories and distribute materials
into common-user stockpiles to support multiple
theaters. Maintaining visibility of material in storage
and transit and rapidly transporting stocks between
theaters are essential to this new logistics doctrine.

The Department has exceeded its inventory reduction
goals. Since 1990, the Department reduced its inven-
tory from $104 billion to approximately $76 billion
through FY 1994 in constant FY 1995 dollars. Further
reductions will leave an inventory of approximately $55
billion by 2001 in constant FY 1995 dollars. Disposal
actions, handled by Defense Reutilization and Market-
ing Service (DRMS), increased from $10.6 billion in
FY 1990 to $25 billion in FY 1994, the last year for
which statistics are available. DRMS efficiently
managed this workload increase while reducing pro-
cessing sites by 9 percent and limiting workforce
growth to 4 percent.

DoD reduced covered storage by 29 percent and
decreased storage locations from 57 to 35 between
September 1992 and June 1995. BRAC 95 will further
decrease the total number of storage sites to 19 by the
end of FY 2001. Since 1990, DLA has seen $845 mil-
lion in savings for military construction, personnel, and
equipment, due to depot consolidation improvements,
reduction in distribution workload, and a BRAC-
mandated reduction in distribution infrastructure.

Total Asset Visibility (TAV) is the ability to provide
timely, accurate information across the functional areas
of procurement, supply, transportation, maintenance,
personnel, and medical, and through all management
levels from wholesale through retail. TAV tracks the
location, movement, status, and identity of personnel,
equipment, units, and supplies within and among the
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components and the unified commands. The need for
TAV is based on increasing readiness and reducing the
cost of providing logistics support. As DoD downsizes,
TAV contributes substantially to efficiency improve-
ments. Managers can offset wholesale procurements
with excess retail assets; users have increased
confidence, thereby reducing duplicate requisitions;
and TAV exposes bottlenecks in the supply and trans-
portation systems. The Joint Logistics Advanced
Concept Technology Demonstration, initiated in FY
1996, will develop a logistics information management
and planning tool to support the Commanders of Joint
Task Forces, as well as the unified CINCs.

A major transportation initiative of TAV is Intransit
Visibility (ITV), the capability to track defense cargo as
it moves in unit deployments, sustainment, and
redeployments, as well as track passengers, medical
patients, and personal property from origin to final
destination. The transportation program supports
moving materiel, personnel, personal property, and
maintaining transportation infrastructure services. In
FY 1995 DoD’s transportation program cost over $10
billion. The Department relies on the commercial
transportation industry to meet over 85 percent of its
peacetime and wartime transportation requirements.
DoD refines partnerships with that industry to promote
a better understanding of military requirements and
commercial capabilities to allow maximum use of
industry’s extensive capabilities to meet peacetime and
mobilization requirements.

The Global Transportation Network system is being
developed to support an integrated ITV capability,
which translates into reduced procurements and
inventories and a shorter pipeline. This will save costs
significantly, but place greater demands on the
transportation system for expedited delivery. Building
a unified, common-user TAV capability, reaching from
the unit, depot, and vendor to the foxhole, is one of the
Department’s highest logistics priorities.

Improved Logistics Response Time

Last year the Department began an initiative to reduce
logistics response time. To meet the needs of a smaller,
more mobile force, with a smaller logistics infra-
structure, a major shift is required towards customer
needs and customer measures of logistics system
performance.
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Slow response times undermine the customers’
confidence in the supply system and drive the need for
increased inventory levels. Progress was made in
improving time measurement and reporting, essential
first steps to enhancing the performance of segments of
the logistics pipeline. Automated data collection is
expected to improve. New performance standards
require accelerated processing of customer requisitions.
Process improv