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A NEW STRATEGY FOR A NEW ERA

American leadership in the world has never been more important than it is today. Exerting leadership
abroad can make America safer and more prosperous -- by deterring aggression, fostering the peaceful
resolution of dangerous conflicts, underpinning stable foreign markets, encouraging democracy, and
working with others to create a safer world and to resolve global problems. Without active U.S.
leadership and engagement abroad, threats will worsen and opportunities will narrow. Without the
necessary commitment, the United States will lose influence over events abroad that affect its security and
well-being at home. If America chooses not to lead in the post-Cold War world, it will become less
secure.

The imperative for American leadership arises from the nature of international relations on the eve of the
21st century, the unique position of the United States, and the rapid pace of global change. The world
today is more complex and integrated than at any time in history. The number of active participants -
nation states and, increasingly, nonstate actors - pursuing their interests and vying for influence continues
to increase. In some cases, this competition is proceeding with fewer international constraints than in the
bipolar world of the Cold War era. At the same time, the world is becoming increasingly interdependent.
International borders are no longer the barriers they once were. While interdependence has many positive
features, such as greater prosperity, it also means that events in other parts of the world are increasingly
able to affect the United States.

American security is now increasingly tied to the security and stability of other regions. Imagine, for
example, the impact on the U.S. economy of any major disruption in trade as a result of instability in Asia
or Europe. One quarter of the U.S. gross domestic product is now tied to either exporting or importing.
Potential events that would not have been at the center of America's security concerns in the past - the
spread of ethnic conflict in Europe, the breakdown of law and order in the Caribbean, the disruption of
trade - could pose real threats to the security and well-being of Americans.

Since the founding of the Republic, the U.S. government has always sought to secure for its people a set
of basic objectives:

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

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

e Their material well-being and prosperity.

With the collapse of the Soviet Union and the changing security environment, the nature of threats to U.S.
national security interests has changed. Likewise, new opportunities have arisen for the United States, in
concert with other like-minded nations, to advance its long-term interests, promote regional stability, and
shape the international environment in favorable ways.

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

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

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



e Threats by potential adversaries to acquire or use weapons of mass destruction, including nuclear,
chemical, and biological weapons and their means of delivery.

e 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 competitiveness.

Global environmental deterioration.

The illegal drug trade.

Many of these threats are global in scale. They cannot, for the most part, be adequately addressed
unilaterally, either by the United States or any other single nation state. Hence, it will be increasingly
important that the United States secures the cooperation of a number of groups, nations, and international
organizations to protect Americans from such threats.

NATIONAL SECURITY STRATEGY

The Administration's National Security Strategy recognizes both that the world continues to confront the
United States with serious threats and that interdependence is an inescapable reality. To protect and
advance U.S. interests, then, the American government must be able to influence the policies and actions
of others beyond its borders. This mandates that the United States remains 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 more broadly. 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 community of free-market democracies. To the extent that
democracy and market economics hold sway in other nations, the United States will be more secure,
prosperous, and influential, while the world as a whole will be more humane and peaceful.

As the President's National Security Strategy states, "Our national security is based on enlarging the
community of market democracies while deterring and containing a range of threats to our nation, our
allies and our interests.” The three principal components of this strategy of engagement and enlargement
are:

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

e Promoting prosperity at home. The United States will pursue policies which will underwrite its
own economic strength by working with other countries to create a more open and equitable
international trading system and by spurring global economic growth.

e 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 in many ways.

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 will require more than sustaining a high level of
training or morale, or maintaining good, reliable equipment and facilities. While such measures are
critical, being ready also means being prepared to conduct a broad range of military missions, including



new ones, without spreading U.S. military forces too thin. It is vital to the United States that its military
forces retain their current ability to successfully function in a wide range of operational environments.

The forces and programs developed in the Bottom-Up Review and the Nuclear Posture Review 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 Implications of U.S. National Security Strategy

The security relationships that the United States and its allies and friends have inherited from the Cold
War are key to advancing the post-Cold War agenda. It is difficult to imagine that progress toward a more
peaceful and prosperous world would not be impeded by a weakening of this security framework. The top
priority must be to strengthen and adapt U.S. partnerships to meet post-Cold War challenges. The
alternative -- an erosion of U.S. alliances and trading partnerships -- would lead to widespread instability
and diminished U.S. influence over international events and decisions that affect the everyday lives of
Americans. The United States will also seek to establish new security relationships to protect and advance
its interests.

In Europe, the end of the Cold War has opened up both new opportunities and new challenges. Working
with its NATO allies, the United States has sought to respond to these historic developments. The goal of
the United States is an integrated, democratic Europe cooperating with the United States to keep the peace
and promote prosperity. Many institutions will play a role in this integration, but NATO must be central
to this process. At the January 1994 NATO Summit in Brussels and later at the December 1994 North
Atlantic Council (NAC) Ministerial, the Alliance adopted a series of initiatives, including establishment
of the Partnership for Peace and the launching of the process of NATO's gradual expansion. These steps
were designed to consolidate transitions toward democratic societies and market economies in Central
and Eastern Europe and the former Soviet Union and to promote security throughout the region.

The Secretary of Defense has made building a successful defense and military partnership with Russia,
Ukraine, and the other New Independent States of the former Soviet Union one of the highest priorities of
the Department of Defense. It is clear, however, that this transition from the hostility of the Cold War will
be neither instantaneous nor easy. A steady, continued engagement is called for which focuses on the
important stake the United States and its allies have in building a constructive security relationship with
the New Independent States. The United States will strive to manage differences with Russia to ensure
that both nations' overriding common objectives take priority.

East Asia and the Pacific continue to grow as areas of importance to U.S. security and prosperity. This
region has experienced unprecedented economic growth -- growth that increased U.S. trade in the region
to $374 billion and supported 2.8 million American jobs in 1993 alone. This economic growth has been
made possible by the security and stability provided to the region by the presence of U.S. military forces
over the last 40 years. Security, open markets, and democracy go hand in hand in this region.

The United States has begun to share responsibility for regional security in the Asia Pacific more widely
with its friends and allies, who provide host-nation support for U.S. forces and contribute to U.N. peace
operations and international aid. Japan, for example, has become a leading source of international aid, and
other Asian states contributed over 20,000 of the 72,000 U.N. peacekeepers deployed as of October 1994.
Yet there is no substitute for a forward-based U.S. military presence, or for U.S. leadership like that
which brought together a broad coalition to convince 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
breakthrough to Middle East peace, assuring the security of Israel and friendly Arab states, and
maintaining the free flow of oil at reasonable prices. The United States will continue to work to extend
the range of peace and stability, while implementing a strategy of dual containment of Irag and Iran as
long as those states pose a threat to U.S. interests, to other states in the region, and to their own citizens.
In Southwest Asia, the United States will maintain its long-standing presence to cooperate with and assist
those nations of the region that choose peace.

The overarching U.S. objectives in the Western hemisphere are to sustain regional stability and to
increase regional cooperation. Such an environment will help assure 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, the Defense Department is working to enhance responsibility sharing
by its hemispheric friends and allies. Contributions might include cost-sharing for U.S. deployments, the
provision of non-U.S. forces to military contingencies, support for international development and
democratization, and personnel or money for U.N. peace operations.

In Africa as well, there is fertile ground for promoting democracy, sustainable development, and conflict
resolution. In particular, Administration policy seeks to identify and 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 of these regions, broadening the dialogue on cost-sharing is essential for sustaining and adapting
U.S. bilateral relationships. To reflect post-Cold War realities, a more comprehensive approach is needed
that takes into account the wide variety of contributions that states can make toward regional and global
security. In addition to providing host nation support for U.S. forces, contributions to international
security can include maintaining capable military forces, assigning these forces to coalition missions like
Operation Desert Storm or to U.N. peacekeeping, and providing political and financial support for such
shared objectives as international economic development or dismantlement of North Korea's nuclear
weapons program.

The Department of Defense uses the term responsibility sharing to refer to this broad range of
contributions. It is important to consider such contributions in the context of various states' abilities to
contribute, their comparative advantages in providing some kinds of contributions rather than others, and
the security costs and risks that they themselves face. U.S. friends and allies have made increasingly
important contributions to international security since the end of the Cold War, most notably in providing
over 245,000 troops to the Operation Desert Storm coalition and $70 billion to the United States and other
coalition members to help defray their expenses in the war. Yet there remains room for improvement
toward still more equitable and cost-effective responsibility sharing. The Department of Defense is
committed to working with Congress and with U.S. friends and allies toward this goal.

The Administration has also argued for the need for balance between defense and domestic priorities.
While these priorities may compete in the short term, they are wholly complementary in the longer term.
Robust U.S. military capabilities are needed to sustain U.S. international commitments; a strong economy
is the essential basis for a strong defense posture. Similarly, the United States cannot be secure if its major
trade and security partners are threatened with the specter of aggression or intimidation, nor can it be
prosperous if international economic cooperation is breaking down.



So prudence dictates that U.S. strategy strikes a balance -- 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.



CHALLENGES IN THE NEW SECURITY ENVIRONMENT
INTRODUCTION

These past few years have changed the security equation around the world, but one fundamental fact has
not changed. The United States will remain a global power with global interests. Protecting these interests
requires U.S. security commitments around the globe and, when U.S. interests are threatened, a
willingness to use American military forces. Therefore, the Department of Defense must maintain well-
trained, well-equipped, and highly effective armed forces. When the call comes, the nation wants its
armed forces to be ready to respond, to succeed quickly, and to suffer the fewest possible casualties.

These security requirements can be defined in terms of three challenges. The first challenge is to take
every appropriate action to prevent a reemergence of the nuclear threat that the United States faced during
the Cold War. There are still about 25,000 nuclear weapons in Russia and three other former Soviet
republics. Today, the Department is focused on helping Ukraine, Belarus, and Kazakhstan eliminate the
former Soviet nuclear arsenal on their soil and helping Russia reduce its arsenal.

The United States also faces other nuclear threats through the danger of proliferation, and U.S. efforts in
Iran and in the recent Agreed Framework with North Korea exemplify vigilance in preventing the spread
of weapons of mass destruction. For America's part, the Department has recharted it own nuclear course
through the Nuclear Posture Review, which maintains a prudent level of U.S. nuclear forces to deter or
defend against any possible threat or aggression. Ballistic missile defenses are a key element in
responding to the dangers posed by nuclear and other weapons of mass destruction, as well as protecting
U.S. fighting forces from tactical ballistic missiles.

The second challenge is to determine the appropriate strategy and force structure for the new era and to
continue to properly manage the post-Cold War drawdown of the U.S. armed forces without sacrificing
the readiness of these forces to respond to threats in an increasingly complex world. Historically it has
been difficult to maintain ready, capable forces while reducing the military. The rapid drawdown of U.S.
forces after World War Il led to problems in the Korean War. The drawdown after the Vietham War also
created imbalances in U.S. forces. The Department is currently about two-thirds of the way through a
resource drawdown, which from the mid-1980s to the mid-1990s will amount to about a 40 percent
reduction in the budget in real terms. The challenge is to carry out this reduction while maintaining the
right size, shape, and quality of forces needed to defend America's interests in the post-Cold War world.
The Administration's Bottom&-Up Review (BUR), conducted between February and October 1993, met
this rightsizing challenge by assessing the threats and opportunities of the new security environment,
articulating a defense strategy that would protect and advance U.S. interests in this new era, and then
determining the military forces and programs necessary to support this strategy. The budget priorities
have been allocated to support that strategy.

The third challenge is to reformulate policies for the use or threat of use of American military power. In
this new security environment, it seems the United States will face virtually limitless calls for American
involvement in containing threats. The United States does not, however, have limitless resources.
America neither can nor should respond to every crisis or conflict. Therefore, one of the principal
challenges America faces as a nation in this new era is to decide when and how to employ its military
forces and assets in the pursuit of national objectives.



PREVENTING THE REEMERGENCE OF A POST-COLD WAR NUCLEAR THREAT

The Cold War, particularly the Cold War nuclear threat, had four distinguishing characteristics. First,
nuclear deterrence was a primary focus of the Department, consuming enormous resources, upwards of
about $50 billion a year during the peak years, and occupying some of America's most talented scientists
and engineers. Second, this period was distinguished by a dangerous arms race between the United States
and the Soviet Union. Third, it gave rise to a web of treaties which were intended to control that arms race
and reduce the danger of war. Finally, during much of the Cold War the United States lived with the
reality of Mutual Assured Destruction, or MAD. By the late 1960s, both the United States and the Soviet
Union had the capability to launch a retaliatory nuclear strike that would effectively destroy the other's
society.

Now, with the end of the Cold War, there have been fundamental changes. The nuclear threat posed by
the former Soviet Union is now greatly reduced and of a different character. Cooperative efforts to reduce
and eliminate nuclear weapons in states of the former Soviet Union have seen success and have
contributed significantly to U.S. security. At the same time, the spread of nuclear and other weapons of
mass destruction (WMD) poses a large and growing threat to U.S. interests and security around the world.
The Department has undertaken a number of initiatives to address these changes.

Cooperative Threat Reduction

Only one country -- Russia -- has sufficient nuclear weapons to threaten U.S. national survival. Today
Russia is a partner rather than an enemy; but in Russia and the other New Independent States, the
outcome of the political, economic, and social reforms that are underway is very uncertain. U.S. policy
toward Russia must take into account both the promise that comes with the ending of the Cold War and
the danger of a recurrence -- in very different forms -- of the nuclear threat.

With the demise of the Soviet Union, Congress initiated the Nunn-Lugar Cooperative Threat Reduction
(CTR) program to assist the New Independent States in the destruction and dismantlement of nuclear,
chemical, and other weapons of mass destruction and to prevent proliferation of those weapons. CTR
directly improves U.S. national security by helping to reduce the threat from weapons of mass destruction
and weapons production capabilities in Russia, Belarus, Kazakhstan, and Ukraine. CTR consists of 36
cooperative projects between the United States and Russia, Belarus, Ukraine, and Kazakhstan that help to
dismantle the former Soviet nuclear arsenal, enhance nonproliferation efforts, reorient the Soviet weapons
industry to civilian production, and generally help reduce the former Soviet force structure.

The CTR program provides dismantlement and demilitarization assistance to Russia, Belarus,
Kazakhstan, and Ukraine, with priority placed on accelerating strategic offensive arms elimination.
Additionally, the CTR program provides assistance to enhance the safety and security of nuclear materials
with emphasis on strengthening the entire chain of custody -- from weapons elimination and
dismantlement to the ultimate storage of plutonium. Another important CTR project involves assistance
to Russian efforts to destroy the 40,000 tons of declared chemical weapons agent Russia inherited from
the former Soviet Union. Without substantial technical and monetary assistance, Russia will have
difficulties meeting the Chemical Weapons Convention (CWC) destruction schedules. The CTR program
is assisting Russia to choose a technology to destroy its chemical stockpiles, as required by the CWC.
Finally, future CTR priorities include efforts to demilitarize the nuclear infrastructure which supported the
massive Soviet weapons arsenal.

The CTR program is a small investment with a big payoff. The United States spent billions of dollars
defending against weapons of mass destruction in the Soviet Union during the Cold War. CTR is a cost-



effective way of eliminating the need to defend against these weapons in the years to come. Continuing
this program of defense by other means will continue to enhance U.S. national security for the future.

Counterproliferation Initiative

The Department's motivation for its counterproliferation strategy was born of military necessity resulting
from the experiences of the Gulf War. Saddam Hussein's activities with weapons of mass destruction,
ranging from a surprisingly large nuclear weapons development program to the actual use of ballistic
missiles, demonstrated the need for DoD to take into account the likely presence of WMD in major
regional conflicts.

Preventing proliferation of nuclear, biological, chemical, and missile capabilities is, and will remain, the
paramount objective of DoD's Counterproliferation Initiative. Counterproliferation efforts are not
alternatives to nonproliferation, but add prudent non-nuclear means to deter and respond to WMD use
against U.S. forces or allies. While U.S. policies are directed at preventing proliferation in the first place,
determined proliferators often will be able to succeed because of worldwide advances in technology and
greater access to dual-use technology and material in world trade. Certain countries of concern to the
United States are among the most determined to get this technology. Where proliferation occurs, the
United States must be prepared to protect its troops, interests, and allies.

Military preparedness is at the very heart of what is new about DoD's Counterproliferation Initiative.
Unlike during the Cold War, in today's security environment U.S. forces deployed to defeat aggression in
key regions of the world will likely face the use, or threat of use, of weapons of mass destruction. DoD's
Counterproliferation Initiative is the response to these new circumstances. Through these programs, the
Department is working to ensure that the threat from, and the implications of, weapons of mass
destruction are integrated into every aspect of defense planning, programming, and acquisition. The
Counterproliferation Initiative is oriented toward five key areas: policy and doctrine formulation, military
responses, intelligence support, new technologies, and international cooperation.

The Agreed Framework with North Korea reflects the seriousness with which the United States
approaches the challenge of nuclear proliferation. The paramount concern in this critical region was
halting the existing North Korean nuclear program, poised last June to leap forward in its production of
weapons-grade plutonium. Under the Agreed Framework, North Korea has halted and must eventually
dismantle its nuclear weapons-related program, and comply fully with Nuclear Non-Proliferation Treaty
and International Atomic Energy Agency (IAEA) full-scope safeguards. The Agreed Framework has been
structured in a step-by-step fashion and will be verified by both the IAEA and the United States. If the
North Koreans fail to comply, the United States and the international consortium will cease providing the
financing of alternative sources of energy in the form of heavy heating oil and proliferation-resistant
nuclear reactors and cease the provision of other benefits. If fully implemented, this agreement will have
prevented the emergence of a new and dangerous nuclear power and will have made a crucial contribution
to regional stability.

BALLISTIC MISSILE DEFENSES

Another aspect of protecting U.S. forces and allies from the threat of WMD is increased emphasis on
theater missile defense. As a top priority, the Department is continuing to implement the rapid
development and deployment of theater missile defenses to protect forward-deployed U.S. and allied
forces and allied population centers. This focus will address the immediate threat to U.S. forces deployed
throughout the world. The second priority is national missile defense technology which will provide a
hedge against the emergence of a strategic ballistic missile threat to the United States.
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The national missile defense technology readiness program provides this hedge because its objective is to
develop and maintain the option to deploy an early ground-based antiballistic missile defense capability
for the United States against limited attacks by ballistic missiles. This program will ensure the capability
to deploy a national missile defense before a new strategic ballistic missile threat could achieve
operational status.

Nuclear Posture Review

Since the Cold War has ended, the United States has seized the opportunity to make fundamental changes.
The United States has dramatically reduced nuclear program expenditures, from $50 billion a year
heading down to $15 billion a year with a corresponding reduction in personnel devoted to this program.
Instead of competition and buildup of weapons, there is cooperation and reductions. Since 1988, the
United States has reduced U.S. strategic nuclear weapons by 50 percent and tactical nuclear weapons by
90 percent. Programs have been terminated or cut back, such as the small Intercontinental Ballistic
Missile and the Peacekeeper missile. Although treaties remain essential, unilateral and informal bilateral
reductions in nuclear weapons play a much greater role in U.S. security.

Along with these dramatic changes, the U.S. nuclear posture -- the way DoD thinks about nuclear
weapons -- needed to change. To undertake this change and rechart the course of the U.S. nuclear posture,
the Department undertook the Nuclear Posture Review.

The Nuclear Posture Review is the equivalent, for nuclear forces, of the 1993 Bottom-Up Review of
conventional forces, undertaken to address the significant changes in America's role in the world and the
military consequences of these changes. The Nuclear Posture Review was the first review of U.S. nuclear
policy in 15 years, and the first ever to include policy, doctrine, force structure, command and control,
operations, supporting infrastructure, safety, security, and arms control in a single review.

The enduring reality of nuclear weapons in the post-Cold War world underscores the importance of the
United States retaining a prudent level of nuclear forces. The United States will retain strategic nuclear
forces sufficient to deter any future hostile foreign leadership with access to strategic nuclear forces from
acting against U.S. vital interests and to convince it that seeking a nuclear advantage would be futile.
Therefore, the United States will continue to maintain nuclear forces of sufficient size and capability to
hold at risk a broad range of assets valued by such political and military leaders. Against this backdrop,
the Nuclear Posture Review dealt with two major issues. The first issue was how to achieve the proper
balance between leading the way to a safer world and hedging against the unexpected. Leading involves
creating the conditions for further, continuing reductions of nuclear weapons. Given that there are still
approximately 25,000 nuclear weapons in the former Soviet Union, the United States needed to hedge
against a reversal of reforms and the nuclear reduction process and a return to an authoritarian military
regime in Russia hostile to the United States.

The second issue faced during the Nuclear Posture Review was how to improve the safety and security of
the remaining nuclear forces. Due to instabilities rising from dramatic social, political, and economic
reforms underway in Russia and the other New Independent States, the United States must be especially
concerned with the security of nuclear components and material in those nations. Thus, the Review
considered what actions and programs should be undertaken to fully achieve those benefits, both in the
United States and in Russia.

One of the most important results of the Nuclear Posture Review was a reduction in the strategic nuclear
force structure the United States plans to retain after START Il implementation. Although the total
number of warheads does not differ from that allocated by the START Il Treaty, the Nuclear Posture
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Review recommended several adjustments in strategic nuclear force posture and eliminated two entire
categories of nonstrategic nuclear weapons. The United States is encouraging Russia to make similar
reductions.

While no new strategic nuclear systems are either under development or planned, the weapons aboard the
retained systems represent the leading edge of technology, both in safety and effectiveness. These
changes create a more stable and higher quality force that will allow for further strategic arms reduction if
appropriate, without compromising security or the nuclear guarantee.

In the Nuclear Posture Review, the Department of Defense has struck a prudent balance between leading
the way to a world with fewer weapons and hedging against the unexpected. It recognizes that, even in the
post-Cold War environment, the United States continues to require a nuclear deterrent. The strategic triad
has been streamlined and adjusted, as have nonstrategic nuclear forces, to account for the reduced role
nuclear weapons play in U.S. national security. Major force reductions and cost savings are already
underway, leading to a smaller, safer, and more secure U.S. nuclear force.

RIGHTSIZING THE FORCE AND MANAGING THE DRAWDOWN

The end of the Cold War left the United States' armed forces with a strategy, force structure, and
infrastructure no longer appropriate to the new security environment. This situation presented the
Department of Defense with a two-part challenge: first, to determine the right size and structure of U.S.
forces to protect and advance American interests in this new era; and second, to manage the reduction and
reshaping of American forces so that they remain the most ready and capable military forces in the world.

Refining and Implementing the Bottom-Up Review

This two-fold challenge motivated the Department to undertake a back-to-basics review of the U.S.
defense strategy, military forces, and overall defense program. This unprecedentedly comprehensive and
collaborative undertaking came to be known as the Bottom-Up Review.

The BUR provided the blueprint for sizing and shaping U.S. general purpose forces and continues to be
refined as the basis for the Administration's five-year defense program. The BUR involved extremely
close cooperation between the civilian and military staffs in DoD. The Joint Staff and the Office of the
Secretary of Defense conducted extensive analyses of many types of operations to identify requirements
representative of those U.S. forces should be able to meet to carry out the nation's defense strategy.

Based on an in-depth assessment of the new security environment and a rethinking of U.S. defense
strategy, the Bottom-Up Review determined that U.S. forces must be prepared to meet four key
requirements. First, they must be able, together with regional allies, to fight and win two nearly
simultaneous major regional conflicts. Second, U.S. forces must be able to maintain a strong U.S.
overseas presence in peacetime. Third, they must be able to conduct a variety of operations short of a
major regional conflict, operations which still require significant combat forces and specific capabilities.
And finally, they must be able to deter and prevent the effective use of weapons of mass destruction
against U.S. territory, forces, and allies.

Taking these requirements into account, and the additional requirement to use limited resources
efficiently, the Department of Defense is in the process of implementing the BUR and building the righ-
size force to meet the security challenges of the post-Cold War world. This process is detailed in Part I11
of this report.
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While the Bottom-Up Review provided the analytic framework for the defense program, it was never
intended to be the final word for U.S. defense planning. The Review established the broad outline of the
defense program, but the Department understood that many of the details of that defense program were
still to be defined. It was also understood that the results of the Bottom-Up Review could not remain
stagnant as the world changed. Therefore, the BUR identified areas requiring further exploration and
assessment, as well as areas that would have to be constantly refined within the overall framework.

In addition to ongoing examination since the BUR's completion, the Department has undertaken a number
of major efforts to broaden and refine the analysis underlying the U.S. defense program. For example:

e The Chairman of the Joint Chiefs of Staff is sponsoring a series of wargames, referred to as
Nimble Dancer, to assess the capability of the 1997 force and the future BUR force with
enhancements to win two nearly simultaneous major regional conflicts. Participants include
representatives from the Joint Staff, Office of the Secretary of Defense, the Services, and all of
the combatant commands.

e The Department recently completed an analysis to update the Mobility Requirements Study of
1992, based on the forces and defense strategy established in the Bottom-Up Review. This
Mobility Requirements Study Bottom-Up Review Update reexamined DoD's requirements for
strategic sealift, prepositioning, and airlift and validated the major sealift enhancement programs
established by the original study as well as the mobility improvements included in the BUR.

e The intelligence community within DoD conducted a study of its requirements now that the Cold
War is over, known as the Intelligence Bottom-Up Review. This study, which included
participants from the military operational community as well as the intelligence community,
assessed the adequacy of intelligence capabilities to support the ability of U.S. forces to fight and
win two nearly simultaneous major regional conflicts.

While these efforts have confirmed the BUR's overall findings and direction, they have also
recommended important adjustments to the defense program. These follow-on efforts validate the results
of the BUR as a foundation for DoD defense planning and illustrate the flexibility of the Review as an
evolving framework.

Achieving Critical Force Enhancements

In order to ensure that a smaller force is capable of supporting a still ambitious U.S. defense strategy, the
BUR identified several critical force enhancements: improvements to strategic mobility, including airlift,
sealift, and prepositioning; advanced precision-guided munitions to increase the lethality and survivability
of U.S. forces; enhancements to surveillance and command, control, and communication capabilities; and
improved readiness among selected reserve component forces, particularly 15 brigades of the Army
National Guard. With these enhancements, the programmed force will be able to support the strategy well
into the next century. These critical enhancements are a work in progress, and the Department is
monitoring their progress closely.

Sustaining Readiness
The key test of the Department's success in managing this drawdown is whether U.S. forces are ready to
deploy and fight effectively, at a moment's notice. Generally, there are three kinds of readiness: near,

medium, and long-term. None of these categories is more important than the others, but some require
more immediate attention.
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Near-term readiness refers to the ability of U.S. forces to perform their assigned tasks right now, if called
upon to do so. This type of readiness requires constant attention and, to a large extent, robust operation
and maintenance (O&M) funding for each Service. The FY 1995 budget included an increase of 5.7
percent in the O&M accounts to support a force that is 7 percent smaller; the proposed FY 1996 budget is
similarly robust.

While the events of last year demonstrated that U.S. forces must be ready, they also highlighted the
challenges associated with keeping them in that condition. Because of numerous contingency operations
and delays in the supplemental appropriations needed to pay for them, the Department experienced some
cash flow shortfalls that were particularly acute in the last quarter of FY 1994. In response, the
Department reallocated O&M funding to those units actively engaged in operations and those that must
be ready to deploy early should a major regional conflict arise. As a consequence, readiness in a few other
units dipped below normal peacetime levels. Now that the funds from supplemental appropriations have
been received, these units will be brought up to their normal peacetime readiness levels. However, this
situation highlights the need for quick action, from both the Department and Congress, on supplemental
appropriations to cover the costs of contingency operations conducted by U.S. forces. In addition, the
Department is requesting a Readiness Preservation Authority which would sustain readiness-related
activities while the Department awaits supplemental appropriations to pay for contingency operations late
in the fiscal year.

Medium-term readiness is associated most closely with the morale and esprit de corps of U.S. soldiers,
sailors, airmen, and Marines. These intangibles are maintained by ensuring the best possible quality of life
for people in uniform and their families. Quality of life falls into three general categories: standard of
living for servicemembers; demands made on personnel, especially time away from family; and other
ways people are treated while in the service.

Maintaining a good quality of life for the men and women of the armed forces is crucial to readiness
because it helps to attract and retain well-trained, highly skilled people with good morale. No weapon
system is better than the people who operate and maintain it; therefore, in allocating resources, the
Department puts people first in its priorities.

President Clinton announced an initiative to increase the Department's budget by $25 billion over the next
six years. This was specifically targeted to maintain the readiness of U.S. forces. This initiative includes
money to fully fund training, reduce maintenance backlogs, fund munitions requirements, and alleviate
the high tempo of operations for selected units.

Long-term readiness is influenced most by modernization of military equipment. The technological
advantage enjoyed by U.S. forces is crucial in any conflict. Technological advantages also allow for more
efficient use of U.S. forces.

The Department must make some tough, wise choices concerning how to spend its resources to upgrade
or build new weapon systems. Some will have to be delayed or cancelled. The President's initiative to
boost defense spending over the six-year budget period will allow DoD to keep more of its modernization
programs on track. In any event, the Department retains the ability to support the National Security
Strategy, while the force enhancements identified in the Bottom-Up Review are being funded.

Implementing the Drawdown

As it continues to reduce force structure, the Department also must reduce its overhead and do business
better. It is crucial that every possible defense dollar goes to maintaining strong forces. There are three
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ways the Department is improving efficiency: cutting infrastructure, reforming the acquisition system,
and promoting integration of the defense and commercial industrial bases.

The base realignment and closure (BRAC) process is central to reducing unneeded military infrastructure.
The base closings authorized in 1991 and 1993 are being implemented now, and a new round of base
closures will begin in 1995. But, the Department must do more to bring infrastructure in line with force
structure to get the savings needed. For instance, while force structure has been reduced by more than 30
percent, infrastructure has been reduced less than 20 percent.

The Department is also in the process of overhauling its acquisition system by making three revolutionary
changes: buying commercial products more often, making greater use of commercial buying practices,
and replacing military specifications with performance standards. In 1994, Congress passed the Federal
Acquisition Streamlining Act, which will allow the Department to fully pursue these changes.
Additionally, DoD has implemented procedures to ensure that the use of performance standards will be
the norm when procuring equipment, and that military specifications will only be used in cases where
they are absolutely necessary. By simplifying the acquisition process, DoD hopes to realize substantial
savings while maintaining the high quality of its systems.

The Department also needs to draw on a broad national industrial base composed of commercial
companies, dual-use technology companies, and defense-unique companies. This is critical, because DoD
can no longer afford to rely solely on a large defense-unique industrial base for two reasons. First, it is
uneconomical, both for DoD and for its suppliers. Because of the cut of about two-thirds in the
procurement budget from its peak in the 1980s, DoD spending alone will not support a large defense-
unique industrial base. Second, although in the past the defense sector produced the most critical
technologies, today many of the technologies the Department is most interested in -- computers, software,
communication -- are being driven by commercial, not defense, developments. By helping to merge the
defense and commercial industrial bases, DoD will be able to acquire state-of-the-art technology, which
will keep U.S. forces the most technologically advanced in the world, at an affordable cost.

REFORMULATING POLICIES FOR THE USE OR THREAT OF USE OF MILITARY POWER

U.S. interests stem from historical ties throughout the world and the importance of the international
economy to domestic prosperity. In contrast to World War Il and the Cold War, most of the current and
foreseeable threats to these interests do not threaten the survival of the United States. The problems,
though, are complex and difficult. One of the principal challenges is to know when and how to use
military force and military forces in this new security environment, when the threats involve interests
short of national survival.

It has become increasingly clear that the post-Cold War world will present the United States and the other
market democracies with many more cases for possible military engagement than their resources can
support. As 1994 began, there were conflicts of a significant scale in over a dozen countries; U.N.-
sponsored peace operations were active in 17 different countries. The United States and the international
community have a growing stake in peace among and within nations throughout the world. At the same
time, resources are limited, and military intervention is not the best or even an effective way to resolve
many conflicts. Hence, the United States must exercise great care in using military forces as instruments
of national policy.
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Hierarchy of Interests

There are three basic categories of cases in which the United States may use its armed forces. The first
involves cases in which U.S. vital interests are threatened. The second involves cases in which the United
States has important, but not vital, national interests at stake. The third involves cases of strictly
humanitarian concern.

An interest is vital if it involves the survival of the United States or key allies and friends, if it involves
critical U.S. economic interests, or if it involves the danger of a future nuclear threat to the United States
or its allies. If the United States determines that it faces a threat to a vital interest, it must be prepared to
use military force to deter or end that threat. It also requires taking action as a hedge against future threats
to U.S. vital interests.

For example, in October 1994, Iraq tested the U.S. resolve to defend vital interests when it threatened
Kuwait and northern Saudi Arabia by massing troops on Kuwait's border. The rapid reinforcement of U.S.
air, naval, and land forces in the region, as part of Operation Vigilant Warrior, gave America the
capability to deter aggression before it began. By backing words with military power, the United States
reassured its allies and friends that it takes such threats seriously.

This does not mean that a threat to U.S. vital interests immediately requires a full military response. On
the Korean Peninsula, North Korea's pursuit of a nuclear weapons program, coupled with its forward-
deployed million-man army, created a dangerous situation that threatened U.S. vital interests. The United
States pursued active diplomatic efforts to resolve this issue. At the same time, the Administration was
prepared to seek international economic sanctions against North Korea and augmented allied defenses in
the Republic of Korea. Faced with a resolute international community, North Korea fortunately
committed to halt and eventually dismantle its dangerous nuclear program.

The second category includes cases in which important, but not vital, U.S. interests are threatened. In
these cases, decisionmakers must consider the use of some level of force commensurate with the interests
at stake. Options range from using U.S. military assets for logistical operations to employing U.S. combat
forces. In these situations, military forces should only be used where they are likely to accomplish the
objectives set for them, and where the costs and risks of military engagement are commensurate with the
interests at stake. Generally, the United States will have the option of participating in such operations as
part of a multinational effort. Multilateral operations, including peace operations, are an important
component of U.S. strategy and, when used selectively and effectively, can protect and advance U.S.
interests. They offer the United States a way of sharing costs in operations which address threats to U.S.
national security. However, America must always maintain the ability to act alone.

In Haiti, for example, the United States was prepared to use force against the illegal military regime
because it threatened U.S. interests in protecting democracy in this hemisphere, preventing a desperate
new wave of refugees, and halting a cruel, systematic reign of terror over the Haitian people. Initially,
diplomacy was tried. After exhausting all other alternatives, the United States and its allies threatened to
use force to remove the military regime from power. In this case, the threat turned out to be sufficient to
convince the military regime to step down, permitting the democratic government to return to power.

In Bosnhia, unlike Haiti, it would take more force than is justified by U.S. interests to try to impose a
comprehensive peace settlement. That is not to say that no U.S. interests are involved; the United States
has an interest in preventing the war and its consequences from spreading beyond Bosnia. The United
States and the international community generally share an interest in preventing large-scale and serious
abuses of human rights, such as those perpetrated repeatedly in Bosnia since 1991. Further, the United
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States has humanitarian interests in trying to limit the violence and relieve suffering while the
international community seeks to broker a peace settlement. These are real interests, but they are also
limited interests. In Bosnia, U.S. actions have been and must remain proportional to these interests, taking
into account the potential costs and risks of other alternatives.

Bosnia is also an example of selectively using military power for limited objectives. To help keep the
conflict from spreading, a small U.S. Army infantry unit is deployed in Macedonia as part of a U.N.
peacekeeping force. In addition, U.S. forces are participating in NATO efforts to limit the violence and
casualties while diplomatic efforts to reach a settlement continue.

The final category of cases involves humanitarian concerns. Here the question involves use of military
forces, rather than military force. Generally, the military is not the best tool to address long-term
humanitarian concerns. The U.S. government has ongoing, established programs to assist international
and nongovernmental agencies in providing humanitarian relief to populations in need. The Defense
Department's focus will remain on its warfighting missions rather than on humanitarian operations.

But under the following conditions, the use of armed forces to provide humanitarian assistance is
appropriate:

A natural or manmade catastrophe dwarfs the ability of the normal relief agencies to respond.
The need for relief is urgent and only the military has the ability to respond quickly enough.
The response requires resources unique to the military.

The U.S. mission is narrowly defined with minimal risk to American troops.

Rwanda is the most recent example of how military forces can be used to help relieve a humanitarian
crisis. Clearly, this crisis was outstripping the ability of civilian relief organizations to respond.
Consequently, DoD brought its unique capabilities, such as airlift and water purification, to bear on the
crisis, and those forces made a difference -- they saved tens of thousands of lives. Once the immediate
crisis was under control, U.S. forces turned relief efforts over to civilian agencies and withdrew.

Criteria for the Use of Force

After evaluating the interests at stake and the costs of the operation, the Administration will consider
many specific factors before deciding whether to commit forces, what objectives to assign to them, and
what level of forces to employ. Prominent among these factors are:

e Existing treaty commitments.

e The willingness and ability of like-minded nations, particularly those most directly affected by
the conflict, to contribute to the operation.

¢ Whether, in the absence of coalition partners, U.S. unilateral action is justified.

o Clear military objectives supporting political objectives.

e Judgments about the necessary duration and costs of the operation. In other words, can it be
achieved in a reasonable amount of time with an acceptable expenditure of resources and
concluded in an acceptable manner.

e The willingness to commit sufficient forces to achieve the defined objectives.

e The extent to which support for U.S. involvement exists among Congress and the American
people, and the extent to which such support can be marshaled.

e The acceptability, in the case of multilateral operations, of proposed arrangements for command
and control of U.S. forces.
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The relationship among the size, composition, and disposition of forces committed and U.S. objectives
must be continually reassessed and, if necessary, adjusted.

CONCLUSION

As a global power with global interests, the United States has not only the opportunity, but also the
responsibility, to help ensure a safer world for generations of Americans. As 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 doing its part to seize this opportunity. As the Department completes the
transition to a post-Cold War military force structure, it has undertaken a number of programs and
initiatives to ensure this force is well-trained, ready, and able to deter or respond quickly to a range of
potential new threats and opportunities.

The world has changed dramatically over the past few years, but one thing remains constant -- a strong
military force, comprised of the best men and women society has to offer, is the nation's best insurance
policy. Each and every element of the defense program is built around and supports this fundamental
priority.
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ROLES OF MILITARY POWER IN U.S. DEFENSE STRATEGY

INTRODUCTION

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 America and
advance its interests. The United States is the only nation capable of unilaterally conducting large-scale,
effective military operations far beyond its borders. There is and will continue to be a great demand for
U.S. forces, not only to protect the United States from direct threats and to help maintain peace and
stability in regions critical to U.S. interests, but also to help support multinational efforts to bring peace to
regions torn by ethnic, tribal, or religious conflicts and to ameliorate human suffering.

MILITARY MISSIONS

Supporting the Administration's strategy of engagement requires that the United States maintain robust
and versatile military forces that can accomplish a variety of missions, as delineated in the Bottom-Up
Review:

e 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).

e 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.

e 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 humanitarian and disaster relief operations.

e While the United States is redoubling 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 environment in which such weapons have been used.

o Finally, to meet all of 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; realistic training; strategic
mobility; and sufficient support and sustainment capabilities.

DETERRING AND DEFEATING AGGRESSION

The focus of U.S. planning for major theater conflict is 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 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.
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The planning for fighting and winning these MRCs envisages an operational strategy that, in general,
unfolds in the following ways:

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 how an enemy will fight and how U.S. forces will
perform in future conflicts. Moreover, the contributions 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. As a nation with global interests, it is important that the
United States maintains forces with aggregate capabilities on this scale. Obviously, the United States
seeks to avoid a situation in which an aggressor in one region might be tempted to take advantage when
U.S. forces are heavily committed elsewhere. More fundamentally, maintaining a two MRC force helps
ensure that the United States will have sufficient military capabilities to deter or defeat aggression by a
coalition of hostile powers or by a larger, more capable adversary than is foreseen today.

U.S. forces fighting alongside their allies are capable of fighting and winning two nearly simultaneous
MRCs today. With programmed enhancements to U.S. mobility/prepositioning assets, as well as
improvements to surveillance assets, accelerated acquisition of more effective munitions, and other key
improvements, U.S. military forces will retain and improve upon this capability.

STABILITY THROUGH OVERSEAS PRESENCE

The need to deploy or to station U.S. military forces abroad in peacetime is also an important factor in
determining its overall force structure. U.S. forces permanently stationed and rotationally or periodically
deployed overseas serve a broad range of U.S. interests. Specifically, these forces:

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

e Improve the U.S. ability to respond quickly and effectively in crises.

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

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

e Underwrite regional stability by dampening pressures for competition among regional powers and
by encouraging the development of democratic institutions and civilian control of the military in a
constitutional democracy.

Through foreign military interaction, which includes training programs, combined exercises, military-to-
military contacts, and security assistance programs that include judicious foreign military sales, the
United States can strengthen the local self-defense capabilities of its friends and allies. Through active
participation in regional security dialogues, the United States can reduce regional tensions, increase
transparency, and improve its bilateral and multilateral cooperation. (See Appendix J, Military
Assistance.)
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The importance of overseas presence forces was demonstrated in October 1994 when Iraqi Republican
Guard divisions began significant movements toward the border with Kuwait. Forward-deployed U.S.
forces, some of which were participating in Operation Southern Watch, combined with the timely arrival
of additional air, naval, and land forces which fell in on a recently prepositioned equipment set, provided
a credible deterrent to the threat of Iraqi aggression.

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.

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 deployment or stationing of U.S. forces abroad but fall short of large-scale theater warfare. These
operations are an important component of U.S. strategy and, when used selectively and effectively, can
protect and advance U.S. interests. In 1994, such contingency operations ranged from Operation Vigilant
Warrior to humanitarian operations in Rwanda.

The United States will always retain the capability to intervene unilaterally when its interests are
threatened. The United States will also advance its interests and fulfill its leadership responsibilities by
providing military forces to coalition operations, some of which may support U.N. Security Council
Resolutions. For instance, in September and October 1994, the United States deployed approximately
20,000 troops to Haiti as part of a multilateral effort (Operation Uphold Democracy) to reinstate the
democratically elected president and government of Haiti and provide a secure and stable environment for
the return of functional governance. In addition, the United States will also continue to participate in
multinational peace operations, authorized by the United Nations, as a cost-effective tool for preserving
and restoring peace and stability in key regions. In such cases, the United States invokes the authority and
support of the international community and benefits from sharing the military and financial burden with
others.

Smaller-Scale Combat Operations

The United States will maintain the capability to conduct 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 (Grenada), promote democracy (Panama), or otherwise
respond to conflicts that affect U.S. interests.

Peace Operations

Peace operations include operations ranging from traditional peacekeeping to peace enforcement.
Peacekeeping involves military or paramilitary operations that are undertaken with the consent of all
major belligerent parties and are primarily designed to monitor and facilitate implementation of an
existing truce agreement and support diplomatic efforts to reach a long-term political settlement. Peace
enforcement is the application of military force or the threat of its use to compel compliance with
generally accepted international norms, resolutions, or sanctions. The purpose of peace enforcement is to
maintain or restore peace and support diplomatic efforts to reach a long-term political settlement.

These operations are usually authorized by the U.N. Security Council. They may be conducted by the
United Nations, as in the case of most traditional peacekeeping operations, by a multinational coalition
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led by a member state or alliance, or by a regional organization. For example, the U.S. Army maintains
close to 1,000 troops in the Multinational Force and Observers in the Sinai to monitor the peace
agreement reached between Israel and Egypt, and countries in western Africa have organized to field a
peacekeeping force in Liberia.

The United States has an interest in supporting many U.N. peace operations, but it is far from alone in
these efforts. In fact, of the more than 70,000 personnel serving in U.N. blue-helmeted peace operations,
under 2 percent were American. The United States pays 30.4 percent of the annual cost of U.N. peace
operations; beginning in October, the United States will pay only 25 percent. The cost, in manpower and
money, to protect America’s interests around the world without the burdensharing the United Nations
offers could be much greater.

Members of the U.S. armed forces have been involved in U.N. peacekeeping missions since 1948. In
1994, significant U.S. military participation in U.N. blue-helmeted operations was limited to two of 17
missions: the former Yugoslavia (UNPROFOR) primarily in Croatia and the former Yugoslav Republic
of Macedonia, and until March of 1994 in Somalia. At the end of 1994, 963 U.S. military personnel
participated in U.N. peace operations.

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. The increasing size and complexity of peace operations, their evolution from traditional
peacekeeping to peace enforcement, and the sheer number of operations currently underway severely
challenge the current capabilities of the international community to respond effectively. With the certainty
that U.S. and allied interests will continue to be challenged by conflict, DoD has taken steps to help
establish more capable institutions and procedures to conduct peace operations.

For example, the Department is working with the United Nations to improve its peacekeeping
capabilities; however, the United Nations currently lacks the ability to conduct large-scale peace
enforcement operations that are likely to involve combat. Therefore, any large-scale participation of U.S.
forces in such operations should be conducted under U.S. command and control, through competent
regional organizations, such as NATO, or through ad hoc coalitions with acceptable command and control
arrangements. Only after the threat of combat has significantly diminished will the United States consider
placing its forces under the operational control of a U.N. commander. Even in these cases, command
authority from the President to the lowest U.S. unit commander in the field will remain inviolate.

In addition, U.S. forces have made great strides toward enhancing their capabilities for these operations,
especially in the areas of doctrine development and training. For example, a Joint Doctrine for Military
Operations Other Than War, to include the full range of peace operations, is now being developed by the
Joint Staff and expected to be published by the summer of 1995. It will provide guidance to all Services
and combatant commands for the conduct of peace operations. In December 1994, the Army published
Field Manual 100-23, Peace Operations, and the U.S. Army Infantry School is publishing a White Paper
that addresses how brigades and battalions should conduct peace enforcement operations.

As peace operations doctrine has emerged, training also has focused more directly on peace operations.
The first independent assessment of U.S. military training for peace operations was released by the DoD
Inspector General in September 1994. It concluded that well-trained, disciplined combat soldiers and
current combat planning, training, staffing, and decisionmaking processes are necessary preparation for
peace operations. But it also noted that peace operations confront U.S. armed forces with requirements for
specialized knowledge, skills, and attitudes and confirmed the need for certain special training to
successfully conduct peace operations missions. Lessons learned from past operations, discussions with
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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 as well. 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 provide assistance to victims of floods,
storms, droughts, and other disasters. Both at home and abroad, U.S. forces provide emergency food,
shelter, medical care, security, and demining assistance to those in need. During FY 1994, 60 countries
benefited from DoD humanitarian assistance, which included four major humanitarian operations. These
operations included:

e Rwanda. Humanitarian operations in support of Rwandan refugees included logistics, airfield
management, and water purification. By the end of FY 1994, 1,250 airlift sorties moving over
15,500 tons of humanitarian assistance supplies had been completed.

e Former Yugoslavia. The United States completed over 1,800 sorties that landed nearly 29,500
tons of food and humanitarian assistance supplies in the former Yugoslavia. In addition, over
1,200 U.S. sorties airdropped nearly 11,500 tons of relief supplies in Bosnia and Croatia.

e Cuban and Haitian Migrants. Operations undertaken 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.

e Northern Irag Relief. DoD funds and oversees a relief program for the Kurds and other minorities
of northern Iraqg. For FY 1994, this program included the provision of more than 40,000 tons of
food as well as heating fuel, medical supplies, and basic construction and agricultural materials.

COMBATING TERRORISM

As long as terrorist groups continue to target American citizens and interests, the United States will need
specialized units available to defeat such groups. 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.

Countering terrorism effectively requires close day-to-day coordination among Executive Branch
agencies. The Department of Defense will continue to cooperate closely with the Departments of State
and Justice, including the Federal Bureau of Investigation, and the Central Intelligence Agency in an
ongoing effort against international terrorists. Positive results will come from integration of intelligence,
diplomatic and rule-of-law activities, and through close cooperation with other governments and
international counterterrorist organizations.

The United States has made concerted efforts to punish and deter terrorists and those who support them.
For example, on June 26, 1993, following a determination that Irag had plotted an assassination attempt
against President Bush, President Clinton ordered a cruise missile attack against the headquarters of Irag's
intelligence service in order to send a firm response and deter further threats.
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NON-COMBATANT EVACUATION OPERATIONS

The United States government is also responsible for protecting the lives and safety of Americans abroad.
To carry out this responsibility, selected U.S. military forces are trained and equipped to evacuate
Americans from such situations as the outbreak of civil or international conflict and natural or manmade
disasters. For example, U.S. forces evacuated Americans from Monrovia, Liberia, in August of 1990, and
from Mogadishu, Somalia, in December of that year. In 1991, U.S. forces evacuated nearly 20,000
Americans from the Philippines over a three-week period following the eruption of Mount Pinatubo.
During 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 the Department of State, U.S. law enforcement agencies
(LEAS), and cooperating foreign countries, continues to be an essential player in the nation's efforts to
stem the flow of illegal drugs from abroad. The Department strives to achieve the objectives of the
National Drug Control Strategy through the effective application of available resources consistent with its
national values and legal framework.

The Department supports the counterdrug mission in five key areas:

e Support to source nations. DoD provides training, equipment, and operational support to source
nation police and military counterdrug units to enable them to interdict and seize drugs and arrest
drug traffickers.

o Dismantling cartels. DoD continues to enhance its support for the Drug Enforcement
Administration's strategy to dismantle the cocaine cartels and the cocaine business.

e Detection and monitoring the transport of illegal drugs. DoD has designed a detection and
monitoring capability covering the 2.5 million square mile transit zone stretching from South
America to U.S. borders.

e Direct support to drug LEAs in the United States. DoD provides unique support through active,
reserve, and Guard forces to drug LEAs in the United States in 10 categories -- to include
transportation, maintenance, training, and intelligence.

e Demand reduction. The Department continues its internal programs of drug testing, education and
training, and treatment, as well as community awareness and community outreach.

COMBATING THE SPREAD AND USE OF WMD

Beyond the five declared nuclear weapons states, at least 20 other nations have acquired or are attempting
to acquire WMD -- nuclear, biological, or chemical weapons-- and the means to deliver them. In fact, in
most areas where U.S. forces could potentially be engaged on a large scale, many of the most likely
adversaries already possess chemical or biological weapons. Moreover, some of these same states appear
determined to acquire nuclear weapons. Weapons of mass destruction in the hands of a hostile regional
power could threaten not only U.S. lives and U.S. interests but also the viability of its regional power
projection strategy.

The United States also continues to face potential nuclear dangers in the former Soviet Union.
Notwithstanding the deterioration of its conventional military forces, Russia continues to maintain and to
modernize (albeit at a much slower pace than the former Soviet Union) a large arsenal of strategic and
theater nuclear weapons. Even after the Strategic Arms Reduction Treaty (START) Il is ratified and
comes into force, Russia will maintain a formidable strategic nuclear arsenal of up to 3,500 strategic
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warheads. Moreover, thousands of strategic nuclear weapons from the former Soviet arsenal still lie
outside of Russia, although the leaders of Ukraine, Kazakhstan, and Belarus have pledged to remove the
strategic nuclear arsenals on their territories. There is also a danger that the materials, equipment, and
know-how needed to make nuclear weapons could leak through porous former Soviet Union borders to
other nations.

Addressing the threat of WMD proliferation is no small challenge. The United States requires a balanced,
multitiered approach to counterproliferation, including:

e Deterrence. To deter effectively in this new era, the United States will need to continually assess
the strategic personality of countries with these weapons to better understand their intent and
what particular combination of declaratory policy, force posture, and other political and
diplomatic signals can best dissuade proliferant states.

¢ Intelligence. Both overall threat assessment and timely intelligence and detection for battlefield
operations and management.

e Ballistic and cruise missile defense systems, which can intercept missiles with a high degree of
confidence and reliability, and prevent or limit contamination should the incoming missile be
carrying a nuclear, biological, or chemical munition.

e Passive defenses to provide battlefield detection, decontamination, and individual and collective
protection against chemical and biological warfare agents.

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

e Improved abilities to detect and disarm weapons that may be brought covertly into the United
States.

e Counterforce. Capabilities to seize, disable, or destroy WMD arsenals and their delivery means
prior to their use.

With regard to nuclear weapons in the former Soviet Union, the United States will continue to press both
for the elimination of all nuclear weapons and strategic offensive arms in Ukraine, Kazakhstan, and
Belarus in accordance with START and the Nuclear Non-Proliferation Treaty and for full implementation
of the START accords in Russia. Once START Il is ratified, the United States and Russia have pledged to
proceed to deactivate all strategic nuclear delivery systems to be reduced under this agreement. In
addition, the United States will continue to provide assistance to Ukraine, Belarus, and Kazakhstan in the
destruction of WMD and removal of all nuclear weapons from these countries; ensure the safe and secure
storage of nuclear weapons and materials; and help prevent the proliferation of WMD, their components,
related technology, and expertise within and beyond national borders. Overall, this approach calls for a
strong relationship not only with Russia but also with the other successor states to the former Soviet
Union.

Finally, the United States will retain strategic nuclear forces sufficient to deter any nuclear state, should it
be hostile, and to convince it that seeking any advantage in nuclear weapons would be futile. This
demands that the United States continue to maintain a nuclear force of sufficient size and capability to
effectively hold at risk a broad range of assets valued by potentially hostile political and military leaders.
This requirement is fully consistent with meeting its current arms control obligations.

CONCLUSION

These American military capabilities, coupled with the nation's unique position as the preferred security
partner of important states in many regions, help to ensure that the U.S. government will remain an
influential voice in affairs that affect its interests, be they political, economic, or military. America will,
however, retain this prestigious position only if it maintains the military wherewithal to credibly
underwrite those commitments.
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BUILDING THE RIGHT SIZED FORCE

INTRODUCTION

DoD's blueprint for rightsizing the force was developed over the course of its seven-month Bottom-Up
Review (BUR). The Review, which established the architecture for the Clinton Administration's long-
term defense program, was a joint effort between civilian and military staffs in DoD. Task forces
comprised of representatives drawn from elements throughout the Department -- including the Office of
the Secretary of Defense (OSD), the Joint Staff, the unified commands, each of the Services and, where
appropriate, other defense agencies -- reviewed major issues regarding defense strategy, forces,
modernization programs, new defense initiatives, and management reforms.

The findings of the BUR were based on detailed assessments of U.S. interests in the international
environment, future American security needs, including assessments of post-Cold War threats, and the
mobility requirements, combat capabilities, and support needs associated with a range of prospective U.S.
military operations. These analyses, some of which drew upon work already underway prior to the
commencement of the Bottom-Up Review, encompassed large-scale quantitative studies of future warfare
and conveyed to DoD's leadership the best judgments of military and civilian experts.

The Bottom-Up Review called for forces capable of meeting a wide range of challenges. The United
States must field forces sufficient to conduct these operations. U.S. forces must be positioned forward or
ready to deploy rapidly to distant regions and achieve their objectives quickly and decisively.

MAJOR REGIONAL CONFLICTS

The United States' strategy of engagement and enlargement requires forces which are able, in concert
with regional allies, to fight and win two major regional conflicts (MRCs) which occur nearly
simultaneously. This requirement, established in the Bottom-Up Review, remains the most significant
factor in determining the overall size of its general purpose forces.

In contrast to the days of the Cold War, when the focus of military planning was on winning a large-scale
war in Europe, the most likely scenarios today focus defense planning on fighting and winning regional
conflicts on the scale of the 1991 Gulf War or a potential conflict in Korea. Because the timing and
location of these regional conflicts are uncertain, the bulk of U.S. forces needed normally will not be in
theater prior to the outbreak of conflict. Although in areas of high interests and high threat, some
equipment is prepositioned and troops are forward deployed, most U.S. forces will deploy from their
home bases. Therefore, U.S. defense planning must focus on ensuring that selected forces can quickly
project power from the United States into regions important to its interests to defeat hostile regional
powers.

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 assumes that regional allies will fight along with
U.S. forces. It is also expected that other friends and allies from beyond the crisis area will contribute
forces to any MRC. However, U.S. forces must be sized and structured to preserve the flexibility and the
capability to act without them, if necessary.

Detailed analyses of possible future MRCs suggest that the following forces will be adequate to
successfully fight and win a single MRC, assuming that DoD continues to make critical programmed
enhancements to the capabilities of these forces and their supporting assets.
e 5 Army divisions.
10 Air Force fighter wing equivalents.
Up to 100 Air Force heavy bombers.
4-5 Navy aircraft carrier battle groups.
1-2 Marine Expeditionary Forces.
Special operations forces.
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In the event of a conflict, of course, the U.S. response will depend on the nature and scale of the
aggression and on circumstances in other parts of the world. If the initial defense failed to halt the
invasion, or if U.S. decisionmakers decided to pursue more ambitious war objectives, additional forces
could be committed.

OVERSEAS PRESENCE
The second broad class of military operations examined to determine the overall size and shape of U.S.
general purpose forces was overseas presence operations. The United States will continue to maintain a
robust overseas presence in several forms:

e Permanently stationed forces.
Humanitarian demining.
Periodic and temporary deployment of forces.
Security assistance teams
Combined exercises.
Nation assistance.
Port call and other force visits.
Military-to-military contacts.
Prepositioning of military equipment.

o Military attaches.
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 peacetime
overseas presence of forces 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 deters
adventurism and coercion by potentially hostile states, reassures friends, enhances regional stability, and
underwrites the larger strategy of engagement and enlargement. It also 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, particularly its ability to help bring about a stable and democratic post-Cold War Europe.
The United States must, therefore, preserve a visible and capable forward military presence to reassure
both American allies in Western Europe and its new Partners for Peace in the East. President Clinton
underscored U.S. resolve on this issue by pledging at the NATO Summit 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. Europe
Command, DoD determined that 109,000 is the actual number required at this time. This level of presence
will be sufficient to respond to plausible crises and to provide tangible evidence of America's
commitment to preserving regional stability. In addition, this force level will permit 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 any emerging 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 Asia-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 seen around the region as a reassuring presence. Any
significant diminution of the U.S. military presence in the Asia-Pacific region, in the absence of a
corresponding reduction in potential threats there, would risk creating perceptions of a power vacuum.
This, in turn, 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, almost all of whom are forward-stationed in Japan and Korea. These include an Army division
consisting of two brigades and a wing of U.S. Air Force combat aircraft on the Korean Peninsula; and a
Marine Expeditionary Force, an aircraft carrier, an amphibious squadron, and one and a half wings of
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combat aircraft in Japan. This force visibly demonstrates the U.S. commitment to the region, deters
aggression by potentially-hostile states, and allows for 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 Persian Gulf 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:

e Prepositioning a heavy brigade set of equipment in Kuwait.

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

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

e The expanded series of 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 Iraqgi 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 by adding additional
prepositioning, augmenting the number of land-based aircraft (including A-10 ground attack aircraft)
deployed to the region, and further enhancing its program of training and exercises with the United States'
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 the countries of
Latin America is growing faster than trade with any other region. The U.S. Southern Command
(USSOUTHCOM) and the U.S. Atlantic Command (USACOM) serve as crisis reaction forces, partners
in cooperative regional security, and symbols of the U.S. commitment to the security of the region.
Potential missions for U.S. forces in the region include counterdrug operations, counterterrorism,
noncombatant evacuation operations, foreign internal defense, peace operations, interdiction operations,
and disaster relief.

The United States will continue to operate bases and facilities in the Republic of Panama until the year
2000. As the Secretary of Defense noted in his trip to Panama in June 1994, the two governments may
discuss possible stationing of U.S. forces in Panama beyond that date. USACOM operates a base at
Guantanamo, Cuba, which has proven valuable in handling migrant flows from Haiti and Cuba. U.S.
forces at these bases are supplemented by those in CONUS.

U.S. security and economic interests in Africa are not as prominent as those in Europe, the Asia-Pacific,
or the Western hemisphere, and the United States has no bases in the region. 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
humanitarian disasters in Africa, it is important that the United States help African states develop more
effective capabilities for conflict resolution, peacekeeping, and humanitarian relief. DoD must, however,
ensure that support of such efforts does not draw down the resources necessary for other high priority
Defense Department missions.

Overseas presence needs can impose requirements for naval forces, especially aircraft carriers, 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 MRCs.

CONTINGENCY OPERATIONS

The final set of operations for which DoD must size and shape its non-nuclear forces involves a variety of
contingencies that are less demanding than an MRC but still require significant combat forces and
capabilities. Such operations range from multilateral peace operations to unilateral intervention.
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In some cases, U.S. involvement in these operations would be part of multinational efforts under the
auspices of the United Nations or another international body. 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 more than 70 major contingency operations of the
following types: peace operations, disaster relief, humanitarian assistance, noncombatant evacuation,
maritime escort, counterterrorism, reprisal, deterrence of aggression, intervention to support democracy,
sanctions enforcement, no-fly zone enforcement, migrant rescue and support, search and rescue, and
deployments to quell domestic civil disturbances.

In 1994, such contingency operations included crisis response in Korea and the Gulf; humanitarian relief,
peace operations, and sanctions enforcement in and around the former Yugoslavia; peace operations in
Somalia; fighting forest fires in the western United States; enforcement of a no-fly zone over southern
Irag; humanitarian relief in northern Iraq and Rwanda; and migrant operations, sanctions enforcement,
and operations to restore democracy in Haiti.

The forces for these operations will be provided largely by the same general purpose and special
operations forces needed for the MRCs. 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. While these operations do not
impose requirements for additional forces beyond those needed for two MRCs, they may often require
some specialized training and capabilities.

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
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.

Table ITI-1
Force Structure
FY 1995 BUR-Bazed Plan
FY 1299
Lrmy
active Divisions 12 10
Wational Guard Divisions g S+[a]
Havy
dircraft Carriers[b] 1151 1171
dirmings(&c/BC) [b] 1041 1041
attack Submarines 85 45-55
Ship=s 373 245
bir Force
active Fighter Wings 13 13
Fezerve Fighter Tings = 7
Marine Corps
active PersonmelEnd Strength 174,000 174,000
Fezserve PersonnelEnd Strength 42, 000 42 000

[a] Current plans call for 42 Brigades inclwding 15 Enbanced Brigades.
[b] Dmal entries in the table show data for active/reserve forces, except
for carriers, which depicts deployable/reserve/training carriers.

If a major regional conflict erupts, the United States will deploy a substantial number of forces to the

theater along with some overseas presence forces to quickly defeat the aggressor. If it is prudent to do so,
limited U.S. forces may remain engaged in a smaller-scale operation like peacekeeping while the MRC is
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ongoing. If not, U.S. forces will be withdrawn from peace 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, command and control, and air capabilities would be redeployed
from the first MRC to the second as circumstances permitted. Once the United States and its allies had
won both MRCs, U.S. forces would assume a more routine peacetime posture. As mentioned earlier, this
force structure is not intended to support simultaneous U.S. involvement in MRCs while also sustaining
active force involvement in any significant smaller-scale operations.

SIZING U.S. NUCLEAR FORCES
The Nuclear Posture Review, a 10-month effort which examined all aspects of the U.S. nuclear posture,
made recommendations about the rightsizing of the U.S. nuclear force structure. These changes, discussed
in detail in a later section, reflect the reduced role that nuclear weapons now play in U.S. security
strategy, yet maintain a stable deterrent and protect, at affordable cost, options to increase U.S. nuclear
capabilities should current positive trends in Russia or elsewhere reverse. U.S. strategic nuclear forces
will be comprised of the following forces by the beginning of the next century:

e 14 Trident submarines, each carrying 24 Trident 1l submarine launched ballistic missiles.

e 3 wings of Minuteman Il intercontinental range ballistic missiles (450-500) with single

warheads.

e 66 B-52 bombers carrying air—launched cruise missiles.

e 20 B-2 bombers carrying gravity bombs.
CONCLUSION
This force structure will meet U.S. requirements for fighting and winning two nearly simultaneous MRCs.
In peacetime, U.S. forces will conduct routine overseas presence operations and will sometimes be
engaged in smaller-scale operations such as peace operations, as well as humanitarian assistance disaster
relief activities.
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ACHIEVING CRITICAL FORCE ENHANCEMENTS
INTRODUCTION

The force structure outlined previously is significantly smaller than the force that was necessary during
the Cold War. Analysis has shown that this force will be capable of carrying out the ambitious strategy of
engagement as long as DoD implements a series of critical force enhancements recommended in the
Bottom-Up Review. These enhancements will improve the capabilities, 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.

These enhancements fall into three broad categories:

e Improved effectiveness of early arriving forces.
e Strategic mobility enhancements.
e 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

The key to halting invading armies in theater warfare is to quickly damage or destroy large numbers of
their armored vehicles. New technologies for smart munitions capable of accomplishing this task are
maturing rapidly.

The CBU-97B/Sensor Fused Weapon (SFW), now in the early phases of production, is the first of the
advanced antiarmor munitions. SFW is a dispenser-delivered, wide-area, all-weather munition that gives
aircraft the capability to disable or destroy multiple armored vehicles in a single pass. The Air Force is
already procuring SFW. The Navy is developing a version of the Joint Standoff Weapons (JSOW)
equipped with the SFW submunition.

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

The Brilliant Anti-Armor Submunition (BAT), also under development, will be delivered by the Army
Tactical Missile System (ATACMS). It promises to be even more effective than the SFW. The Army is
also developing the Sense and Destroy Armor (SADARM) submunition, which can be fired by 155mm
howitzers.

New weapons to improve the ability of U.S. forces to destroy stationary targets are also under
development. For example, the Joint Direct Attack Munition (JDAM) will allow aircraft to accurately
deliver conventional bombs in all types of weather and battlefield conditions. Finally, the JSOW will
enhance the survivability, standoff, and range of selected U.S. attack platforms. Similarly, the Enhanced
Fiber Optic Guided Missile (EFOG-M) antiarmor system, currently in advanced technology development,
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provides a significantly improved precision antiarmor capability to forces deployed on the ground. The
EFOG-M will allow engagement and destruction of targets at longer ranges with increased precision.
These systems should reduce friendly casualties significantly. Taken together, these advanced munitions
and sensors will provide U.S. forces with more highly concentrated firepower to blunt an armored
invasion in the opening phase of a regional conflict.

Battlefield Surveillance

Accurate 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 depths
and with wide-area platforms that provide continuous coverage are essential to its ability 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. Examples include the synthetic aperture and moving target
indication radars on the E-8C Joint Surveillance Target Attack Radar System (JSTARS), and unmanned
aerial vehicles (UAVs) in several endurance and range classes with various sensors.

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 which will
increase bomber survivability, sustainability, and precision weapons delivery capability. Once in place,
the U.S. bomber force of B-1, B-2, and B-52Hs will be able to cover a full range of enemy targets. When
armed with the advanced munitions listed above, the bomber force will be able to quickly and effectively
destroy high-value targets and 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. These
additional aircraft and crews would increase the striking power of the carriers during the critical early
stages of a conflict.

STRATEGIC MOBILITY ENHANCEMENTS

The key to being able to prevail in even one MRC, much less two, is strategic lift capability. U.S. lift
assets are the foundation of the force's capability to project combat power around the globe. 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 in the process of making substantial enhancements to U.S. strategic mobility -- most of
which were first identified in the 1992 Mobility Requirements Study.

Strategic Airlift

The United States is replacing its aging C-141 fleet. Thirteen C-17 airlifters have already been delivered
to their base in Charleston, and funding for six C-17s and procurement of long lead items for eight
additional aircraft have been approved by Congress for FY 1995. Plans continue to complete the initial
Air Force buy of 40 aircraft. Requirements exist for more than the capacity that these 40 will provide, and
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they will be met either by additional purchases of C-17s or by the purchase of nondevelopmental airlift
aircraft or both.

The C-17s at Charleston Air Force Base (AFB), South Carolina, have logged more than 1,200 flights and
5,900 hours, and over 8,000 landings. In October 1994, two C-17s flew the aircraft's first operational
mission from Charleston to Langley AFB, Virginia, to pick up a load which included outsized vehicles
that will fit only on C-17s and C-5s. They then flew direct to the Persian Gulf, with air refueling enroute,
off loaded their cargo, and flew nonstop back to Charleston. These C-17s were officially declared
operational at Charleston in January 1995 and are now available for worldwide operations.

The C-17 offers capabilities not available in commercial aircraft such as the ability to carry outsize loads,
to conduct airdrop operations for both equipment and personnel, and enhanced ground maneuverability
which improves throughput in both modern and austere airfields. Commercial cargo aircraft are less
expensive, but they cannot carry outsize loads nor can they carry a significant portion of the military
cargo that can be loaded on the C-141. Modifications to commercial aircraft, of course, can increase the
proportion of military cargo that those aircraft can carry.

The Department is reviewing the cost, schedule, and production performance of the C-17 and is also
conducting a competition for nondevelopmental airlift aircraft. The number of each aircraft that the
Department will purchase will be decided later this year.

Strategic Sealift

DoD plans to acquire 19 large, medium speed roll-on/roll-off (LMSR) ships which will more than double
surge sealift capacity for transporting forces and equipment from the United States to distant theaters and
support the Army's prepositioning afloat program. Additionally, the United States will improve the
readiness and responsiveness of the Ready Reserve Force (RRF) though a variety of enhancements.

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 expanding 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.

Although not an enhancement per se, the U.N. Law of the Sea (LOS) Convention ensures navigation and
overflight rights that are essential to the mobility of U.S. forces. This treaty guarantees that key sea and
air lines of communication will remain open as a matter of legal right, not contingent upon approval by
coastal and island states along the route or in the area of operations. For these reasons, DoD strongly
supports the United States becoming a party to the LOS Convention. (Further details at Appendix H.)

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 number of airlift sorties devoted to moving such
supplies. In October 1994, when Iragi 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 would have been on station within
the same time frame.
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The three maritime prepositioning ship squadrons provide equipment for a Marine Expeditionary Brigade
(equivalent) in Southwest Asia (SWA) and Northeast Asia, and potentially other regions as well. An
additional prepositioning ship, as appropriated in FY 1995, will enhance the current capacity and
capability of the maritime prepositioning force. The U.S. Army has established an armored brigade set of
equipment afloat which is available to be sent to either SWA or Northeast Asia. Additionally, the Army
has added two container ships in FY 1995 which carry 30 days of supply for early deploying units of the
entire contingency corps. The Army has also prepositioned one brigade equipment set ashore in Kuwait
and is beginning to establish a brigade set in South Korea. Efforts continue to create an additional set of
prepositioned equipment in SWA.

IMPROVED ARMY RESERVE COMPONENT READINESS

The Department of Defense has undertaken several initiatives to improve the readiness and flexibility of
Army National Guard combat units and other reserve component forces in order to make them more
readily available for MRCs and other contingencies. Toward this end, 15 Army National Guard (ARNG)
brigades have been designated as enhanced readiness brigades. Within the overall Army reserve
component force structure, readiness initiatives will focus on these 15 enhanced readiness brigades and
selected combat support and combat service support units. These 15 brigades will be resourced
sufficiently with personnel and equipment to be ready to deploy 90 days after each brigade's respective
mobilization. For regional contingencies, the ARNG enhanced brigades provide additional depth to deal
with uncertainty and risk. They will increase the Army combat power that can be made available by
reinforcing or augmenting deployed active divisions and corps.

CONCLUSION
These enhancements will substantially increase the capabilities U.S. forces will need for effective
operations in the post-Cold War era. To a large extent, the ability of the United States to fight and win

two nearly simultaneous major regional conflicts depends on the enhancements described above. DoD
will continue to ensure that funding for these enhancements receives priority in budgetary considerations.
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READINESS
INTRODUCTION

Readiness pervades almost all of the Department's activities. It is not just one of DoD's functions that can
be independently managed like any other program. Readiness involves a complex range of diverse
elements that, when viewed in the aggregate, depicts the force's capability to operate in a post-Cold War
environment of instability and new security challenges.

DoD must be able to define, measure, assess, project, and manage readiness. Successfully accomplishing
these functions involves a very complex set of interactive tasks which, in many cases, break new ground

for the Department of Defense. The key is to identify those policy, budget, and operational levers that are
integral to force readiness and can be used to maintain and manage readiness.

With this in mind, the Department has undertaken a broad range of initiatives -- policies, budget actions,
organizational structures -- which, taken in total, represent an aggressive program to accomplish
something the Department has never done before -- actively manage and report on the readiness of U.S.
armed forces from a DoD-wide perspective. That this is being done during a historic reduction in forces
makes it all the more challenging.

Readiness is the Department of Defense's number one priority. Thus it is committed to taking those steps
necessary to ensure its forces are ready to execute their missions. This chapter lays out the concepts,
initiatives, and programs the Department has developed to help achieve its readiness goals.

READY TO DO WHAT?

The Department's first priority is maintaining U.S. military forces ready to fight -- to execute the elements
of the National Security Strategy and win the nation's wars. U.S. forces must be manned, equipped, and
trained to deal with the dangers to U.S. national security, including response to major regional conflicts,
overseas presence operations, and other key missions.

Forces for each of these functions must meet standards in terms of the:
e Time it takes to mobilize and deploy to a theater of operations.
e Military missions these forces must execute once engaged.

e Length of time these forces should remain engaged.

Forces ready to fight means an appropriate force structure, modernized equipment, maintenance and
logistics support, and the requisite trained and motivated personnel.

TODAY'S FORCES ARE READY

To achieve its number one priority, DoD leadership has focused attention on the lessons learned from
hollow periods of the 1970s and early 1980s and has taken deliberate steps to prevent a recurrence.
Previous incidences of hollowness were reflected in a force that was, on average, less educated, trained,
equipped, sustained, or strategically mobile.

In contrast with the post-Vietnam drawdown and resulting hollow forces of the 1970s and early 1980s,
today's forces are among the best ever fielded. The central reason is the quality of people that the military
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recruits, trains, equips, and retains. Lessons learned from previous periods of hollowness are clearly
reflected in the quality and capability of today's force. Moreover, the high readiness of the force continues
as the Department completes its carefully managed drawdown from the Cold War levels of the late 1980s.

WHY READINESS IS NUMBER ONE

There are two compelling reasons to make readiness the first priority, even at the expense of other
important uses for the Department's resources. First, the dramatically changed and dynamic international
security environment has forced the United States to adjust its policies and programs for meeting evolving
security challenges around the world. There is a complex array of new and old challenges that offers the
United States new opportunities to exercise global leadership to enhance the security of its friends and
neighbors and to promote democratic institutions of government.

As the only nation capable of deploying and conducting sustained large-scale operations beyond its
borders, the United States is viewed as a valued regional security partner throughout the world. As such,
the national security strategy of engagement incorporates the premise that the United States will be
involved in a diverse range of operations other than war. United States national interests and resources
will dictate the pace and extent of its military engagement abroad. As demonstrated recently in Korea,
Haiti, and Southwest Asia, readiness is essential to fulfilling America’s engaged foreign policy where
threats can be deterred through rapid power projection.

If, in considering such options, U.S. forces were incapable of executing their missions, policy choices
would be seriously circumscribed. The American people would lose confidence in their military's
competence, and adversaries would be tempted to pursue aggressive paths. In short, a force not ready
would compel the United States to pursue a more passive, less engaged approach to world affairs. A force
not ready would encourage its enemies to expand the level of international chaos that the United States
wishes to diminish. A force not ready could lead the nation to suffer the consequences of defeat if it
engaged a capable adversary.

Second, readiness is a very important factor in the morale and job satisfaction of the men and women of
America's armed forces. A ready force is one that offers men and women the opportunity and challenge to
perform tasks that they were trained to carry out. There is no greater frustration for those in any
profession than assigning them important responsibilities and then denying them the tools and training
needed to practice their trade. Challenging and rewarding opportunities attract and retain high quality
personnel.

READINESS CHALLENGES

In today's political, fiscal, and operating environments, achieving and maintaining DoD readiness goals
are a challenge. In the wake of the collapse of the Soviet Union, the United States is drawing down its
forces and lowering its defense spending. In the past, however, as the United States drew its forces down,
hollowness crept in. That is being prevented this time.

Challenges to maintaining readiness rest primarily with three variables: people, equipment, and training --
a deficit in any one will degrade readiness. It takes resources and time to develop and sustain ready
forces. Readiness is cumulative over time; it takes 20 years to develop individual military leaders, 7 to 11
years to develop and field technologically superior equipment, and one to two years of sustained training
to get units to their required readiness levels. Decay in resources and people would lengthen the amount
of time it takes to rebuild readiness.
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DoD has analyzed the challenges to the readiness of its post-drawdown forces in three dimensions: near-,
medium-, and long-term. These challenges to readiness will determine how ready the force will be well
into the 21st century.

NEAR-TERM CHALLENGES

During FY 1994, U.S. forces engaged in several operations not planned for in the budget. The conduct of
these operations made important contributions to U.S. security and foreign policy. U.S. forces performed
magnificently in all these operations, an unmistakable testimony to the high quality of U.S. personnel in
uniform and the readiness of their units. As illustrated below, however, these operations entailed
additional costs, totaling $1.9 billion, to the Department of Defense.

FY 1994 Contingency Operations Costs

Rwanda
$127M

Bosnia
F27aM Somalia
$520M

Cuba
S107TM

Haiti

Southern Watch
F326M £332M

Kores Provide Comfort
570M $E2M

Total: $1,923M

There were several factors associated with financing this amount for unplanned operations which led to a
decline in readiness of some late-deploying units.

First, the funds provided for readiness in the FY 1994 budget had little margin to spare. As the year
progressed, locality pay, retirement adjustments, and the like -- bills that must be paid -- chipped away at
the margin.

Second, DoD entered FY 1994 with several ongoing engagements -- in Somalia, Boshia, Southwest Asia
-- that were not funded in its budgets. Then in late January 1994, the crisis triggered by North Korea's
threats of nuclear proliferation led to increased deployments to that region. In March 1994, Congress
approved supplemental appropriations that provided financial relief for some of these engagements.
Nevertheless, the higher-than-usual activity of U.S. forces began to tax their readiness.
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Third, the United States concluded FY 1994 with a series of new engagements -- Rwanda, Haiti, Cuba --
followed by deployments early in FY 1995 to deter and repel Irag's maneuvers near the Kuwaiti border.
DoD promptly requested reimbursement for these operations through supplemental appropriations and
warned of the potential declines in readiness in light of these circumstances.

The basis for this warning was well founded. The increased activity levels of U.S. forces required
additional funding, causing a cash flow deficit. The Department was forced to make up this deficit by
cutting training, maintenance, and supplies from nondeployed units. DoD prudently targeted selected
units to meet this requirement.

In November 1994, the Department's senior leadership learned that three Army reinforcing divisions
reported changes in readiness to lower C-3 ratings (this rating is the unit's assessment of its ability to
execute its wartime missions; C-1 is the highest rating, C-4 is the lowest). Several Navy and Marine air
squadrons, that would deploy later in a crisis, reduced or curtailed training. In addition, Air Force units
reduced stocks of spare parts.

The Response

The Department's response was immediate and in two forms -- better financing and better processes.
Since taking office, the President has taken steps needed for financial support of the readiness of U.S.
forces. Three times he increased the funds available to the Department of Defense to ensure that his
budget would sustain sufficient readiness, and three times he has requested supplemental appropriations
to support readiness. DoD's response in adding money when needed demonstrates the Department's
commitment to force readiness.

FY 1995 Unfunded Contingency Costs

Awanda Somalia

Unit Inventory ~ Korea  $17.2M  $17.3M

Replenishment 500 i o
s8o0M - |

Cuba
Boznia 2370.1M
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$501.6M
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$1,040.5M
Provide Comfort - $122.5M
) Enhance Southern Watch - $456.4M
Section SO6552 Vigllant Warrlor - 5461.60
Recovery
$59.1M

Total: $2,556M
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The Department anticipates incurring substantial costs for unplanned operations above funds appropriated
for FY 1995. In conjunction with this FY 1996 budget request, therefore, the President submitted a
supplemental appropriations request to finance these costs.

To place this action in perspective, a brief discussion of how readiness budget problems can arise is in
order.

A review of contingency costs suggests funds to pay for operations would, at first glance, seem
manageable. As the following chart shows, about 1 percent of the overall defense budget ($2.6 billion) is
needed to pay such costs and would, therefore, seem to be absorbed easily. In reality though, this amount
can be a very large portion of the funds actually available.

Training Dollars Become Source of Short-Term Loans

to Cover Cash Flow Shortages

Contingency Operations of $2.6B are:

1% of the total DoD Budget 3% of the total DoD O&M 10% of Flexible Q&M

40% of 4th Guarter Flexible G

Services borrow from 4ik Quartar
Q&M Funds to finance Contingency

Operations until Supplemental
Appropriations are recened.

To begin with, financing unplanned operations must, by law, come from the Operation and Maintenance
(O&M) account. The $2.6 billion is 3 percent of O&M funds -- a larger portion, but still an amount that
could be accommodated. Within the O&M account, however, there are practical limits on flexibility to
move money around. As the next chart indicates, there is no flexibility to use approximately half of the
O&M funds to pay for unplanned operations. There also is only limited flexibility to use almost a quarter
of the O&M budget. Of the O&M funds where there is flexibility, absorbing a $2.6 billion bill translates
to a 10 percent reduction in available funding to support training and maintenance. The impact of
diverting these funds is consequential since the loan of these funds degrades readiness. To minimize such
impact, the Department borrows against fourth quarter activities in order to sustain readiness for as long
as possible. However, if supplemental appropriations are not received by the end of the second quarter,
when planning is well underway for fourth quarter training, activities in the fourth quarter will be
seriously degraded.
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Consequently, absorbing the full $2.6 billion for unplanned operations in the fourth quarter of FY 1995
could result in a reduction of readiness funds by 40 percent. Clearly such a drastic cut would have an
unacceptable impact on unit readiness.

Supplemental budget requests alone, however, may not be sufficient. If, in pursuing security interests,
DoD were to engage in unplanned operations beyond those now anticipated, and if they occurred in the
later part of the fiscal year, unit readiness could still suffer. No matter how quickly the Department
requested, and Congress approved, supplemental appropriations to cover these added expenses, short-term
cash flow deficits would likely occur, to the detriment of readiness.

To avoid the impact of late supplementals and to minimize the damage from contingencies that could
occur late in the fiscal year, the Department requested a new fiscal authority to preserve readiness. This
authority would allow the Department to incur obligations, beyond existing appropriations, to preserve
readiness. This Readiness Preservation Authority (RPA) would be applied only under the following
limited conditions:

e It can be used only in the last two quarters of the fiscal year.

e It must be for essential readiness activities.

o Supplemental funds requested to cover costs incurred under this authority will be offset by a
rescission unless the President determines that emergency conditions exist that preclude a
rescission.

Having such authority would enable the military departments to continue training and other readiness
programs that otherwise might have to be curtailed or canceled while waiting for supplemental
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appropriations. With the addition of this new authority, DoD is confident that the cash flow problems
which triggered a decline in readiness experienced late last fiscal year will not be repeated.

Beyond this fiscal year, DoD's military and civilian leaders believe that the FY 1996 budget will provide
sufficiency for readiness. Again, however, this sufficiency rests on the timeliness of any supplemental
appropriations needed to reimburse the expenses of unplanned operations.

In addition to improving the Department's financing, the Deputy Secretary directed that DoD's
assessments of the current readiness of the force be candidly and promptly conveyed to the public and
Congress. He directed the Vice Chairman of the Joint Chiefs of Staff to act as the Department's
spokesperson on current readiness, giving a clear, unvarnished picture of the U.S. military's readiness so
that there can be a fully informed discussion of any actions needed to correct problems that may arise.

MEDIUM-TERM CHALLENGES

Sustaining United States forces in the medium-term involves a focus on the most essential portion of the
force -- the people. No weapon system is better than the people who operate and maintain it. Therefore,
recruiting and retaining quality people significantly affect readiness. In recruiting, the Department is
meeting its recruiting goals, posting the third-best recruiting year ever. In keeping people, DoD currently
enjoys high retention rates among servicemembers. Moreover, the Department has taken several steps to
improve quality of life (QOL) in the medium-term so that the Services can continue these positive trends.

QOL programs support readiness in three ways. First, they help to retain the best people -- well-trained
people, people who are competent in their skills, and people who have high morale. Second, QOL
programs enable people to go on deployment with the assurance that their families will be taken care of --
a particularly important factor with a more mature and family-oriented All-Volunteer Force. Third,
quality of life helps the Department recruit good people. Addressing these important goals is reflected in
the Secretary of Defense's initiative to add $2.7 billion over six years to directly improve the quality of
life for its servicemembers. The $2.7 billion for these initiatives, which is in addition to money initially
programmed in the budget, will improve compensation, living accommodations, and family and
community support. The following Quality of Life chapter specifically details these enhancements.

LONG-TERM CHALLENGES

In part, meeting the near- and medium-term challenges will help bolster the force in the long-term. The
primary focus of the long-term challenge is to provide technologically superior equipment to United
States forces to improve their chances of success in future conflicts.

Additionally, the opportunities for meeting United States long-term goals lie in three areas: aggressive
divestiture of infrastructure, effective acquisition reform, and creative reengineering of how the
Department does its business. For instance, actions taken today to streamline the Department will prove a
great benefit in the long-term. Some successful examples are BRAC 1995, civilian drawdowns, real
property maintenance and depot maintenance enhancements, and widespread use of modeling and
simulation to enhance training and acquisition.

MEETING THE CHALLENGES -- GUIDING PRINCIPLES

To have forces ready to fight and succeed in the climate of these challenges requires creating and
implementing a new approach that breaks the readiness business-as-usual mold. DoD's approach to
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meeting the challenge follows three guiding principles -- understand it, organize around it, and stay ahead
of it.

Understand It

Planning for sufficient readiness is, to begin with, a matter of ensuring that DoD allocates the proper
amount of resources -- defense dollars -- to give U.S. forces the requisite ability to carry out U.S. defense
strategy. On the face, this is a quite simple concept -- input dollars, output readiness to execute U.S.
defense strategy. It masks, however, immense complexity in application.

Readiness dollars can be allocated for a vast variety of readiness assets -- everything from flying hours to
train pilots, to fuel to keep the fleet steaming, to spare parts to keep tanks running. In the current state of
understanding, much is known about how dollars translate into the thousands of assets needed for
readiness. But much more must be known about how these assets combine together into an overall force
ready to fight. In short, as funding allocations are changed among these assets, will a more-ready or less-
ready force be produced overall?

To ensure that U.S. military forces have the proper allocation of funds for readiness, DoD must improve
its understanding and definitions of readiness and readiness-related programs and increase its knowledge
of how the allocation of funds will affect the future readiness of its forces. To this end, the Department
has launched an intense effort to develop and apply analytical tools that translate readiness funding inputs
into estimated outputs of future readiness of forces.

For example, the Air Force has a model that projects mission-capable rates (the percentage of time that a
weapon system is capable of performing at least one of its designed missions) for aircraft, based on spares
funding levels. The Army is evaluating this model for possible adaptation for its helicopters and ground
combat systems. Using the model, the Army determined that the best way to improve Black Hawk
helicopter readiness was to increase maintenance personnel rather than increasing spare parts funding.
Application of the model also showed that maintenance funds should be shifted from the M1A1 main
battle tank to the Bradley armored troop carrier to balance better the readiness of both.

The Navy has developed two models to project mission-capable rates for aircraft and the material
condition for surface ships. Both are multi-variable models, permitting the Navy to assess the impact on
readiness of changes to factors such as force structure, spares and maintenance funding, and personnel
manning. The Air Force is currently reviewing the analytic framework of the Navy's aviation model for
possible inclusion into their model. These are important results, and they demonstrate the type of
resources-to-readiness modeling the Department is attempting to develop for all readiness areas.

Organize Around It

Within the Department of Defense, the Services are responsible for the preparation of forces necessary for
the effective prosecution of war and military operations other than war. The Services are responsible for
recruiting, organizing, training, educating, and equipping mission-ready forces. The Chairman of the Joint
Chiefs of Staff (CICS), as the principal military advisor to the President, sets the strategic direction of the
armed forces and, along with the Commanders in Chief (CINCSs), is responsible for joint readiness as well
as the ability to integrate, synchronize, and employ joint forces and support assets to execute assigned
missions. The Office of the Secretary of Defense is charged with ensuring the development of the
appropriate policies and allocation of resources needed for these military organizations to carry out their
responsibilities.
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In order to integrate the many functional areas and organizations that must pull together to support the
Secretary's commitment to protecting force readiness, the Department has formed the Senior Readiness
Oversight Council (SROC). This committee is chaired by the Deputy Secretary of Defense and includes
the Vice Chairman of the Joint Chiefs of Staff (VCJCS), the Service Chiefs of Staff, as well as the Under
Secretaries and selected Assistant Secretaries of Defense. The committee meets monthly, and most of its
first year has focused on putting form to the program for carrying out the Secretary's readiness initiatives.
For example, one of these initiatives was the development of a joint readiness reporting system, which
was implemented in December 1994.

More recently, the SROC has focused on current and near-term future readiness. The events of last year
suggested a need for senior leadership to follow closely the readiness health of the force today. In
response, the Deputy Secretary of Defense directed the SROC to consider monthly current readiness
reports by the VCJCS and the Chiefs of Staff of the Services. These reports form the basis for uncovering
problems and correcting them before they can affect the overall readiness posture of the force.

The SROC is supported in its deliberations by the Readiness Working Group (RWG), which is co-chaired
by the Deputy Under Secretary of Defense for Readiness and the Director of Operations (J-3) of the Joint
Staff. The principal focus of this committee is to ensure that the directions of the SROC are carried out,
although it serves as a useful forum to integrate readiness issues that do not require top-level
management.

In addition, the CJCS approved the expansion in the focus of the Joint Requirements Oversight Council
(JROC). The JROC is chaired by the VCJCS and includes the Service Vice Chiefs of Staff. It will now
proactively consider readiness, sustainment, recapitalization, and integration issues and make
recommendations to the CJCS and the Deputy Secretary. In the past, the JROC concerned itself solely
with warfighting requirements issues.

In support of the JROC, the Joint Staff, as part of its Joint Warfighting Capability Assessment (JWCA)
process, is coordinating an initiative that will include an assessment of current and future readiness. The
JWCA process, which assesses nine joint force enablers (Strike; Air Superiority; Intelligence,
Surveillance, and Reconnaissance; Overseas Presence; Command and Control (CZ) and Information
Warfare; Deterrence/Counterproliferation; Strategic Mobility; Ground Maneuver; and Joint Readiness),
will provide a systemic process for integrating individual capability assessments into an overall
assessment of force readiness.

Finally, the new National Military Strategy of selective and flexible engagement, involving a broad range
of activities to address and help shape the evolving strategic environment, requires increased emphasis on
joint doctrine and education. Joint readiness to meet the challenges of a new era mandates an educated
officer and civilian Department of Defense corps with an understanding of the current environment and a
realistic but intellectually challenging vision of future military roles and capabilities. In the current
strategic landscape, the Department of Defense must maintain a professional military education system
that produces leaders to execute today's missions while simultaneously developing visionary Service,
joint, and national strategies.

Stay Ahead of It
Along with sound understanding and solid organization, the Secretary of Defense also recognized that the
Department continues to need advice on how to stay ahead of readiness. Thus he established the Defense

Science Board (DSB) Task Force on Readiness, known as the Readiness Task Force (RTF), to provide
him with advice, recommendations, and supporting rationale which address the following areas:
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o Key indicators for measuring readiness and candidate methodologies for providing early warning
of potential readiness problems, including assessment of:
o How the Department deals with readiness concerns.
o The adequacy of existing readiness reporting systems.
e Other matters affecting individual and collective readiness, such as structure, lift, sustainability,
active-reserve mix, retention, training, and the use of civilians and coalition personnel support.

The RTF reviewed a broad range of readiness topics and looked in depth at numerous specific aspects of
readiness. The June 1994 report of the RTF highlighted areas that they believe the Department of Defense
should focus on to provide the ready forces needed, today and tomorrow, to respond to likely challenges
in the changing world environment. The report also addressed its concerns in each of these areas and
suggested approaches for dealing with them. The RTF will continue to meet quarterly, or at the call of the
Secretary of Defense, to review the status of actions to implement its recommendations and/or address
other readiness issues as directed.

Over the past year, in conducting its activities, the Readiness Task Force met as a group frequently, and
its members visited numerous sites to gather information for its report. Significantly, the Secretary or
Deputy Secretary of Defense met with the Task Force at many of their group meetings so that the
department could take timely action, rather than wait for formal reports. In addition, the RTF met with the
CJCS and the Service Chiefs as they developed observations and recommendations. They also maintained
a dialogue with General Accounting Office representatives who conducted a congressionally-directed
effort to define key military readiness factors. As a result of these collaborative efforts, steps to
implement many of the recommendations made in the RTF report already are underway.

e Current status of military readiness. Although there are some downward indicators, the RTF
found the general readiness posture of U.S. military forces to be acceptable at the time the report
was written (June 1994). Many of the more recently identified readiness concerns are a direct
result of turbulence associated with the drawdown in the force structure, complications associated
with changes in strategy, changes in resource allocations stemming from budget reductions and
unplanned contingency operations. The RTF expects such turbulence to subside as the
Department adjusts to the new defense environment. Civilian and military leaders are concerned,
however, that unless preventive or corrective actions are taken, continuing force reductions,
strategy changes, budget reductions, and especially, unbudgeted contingency operations could
cause serious readiness degradations.

e Current readiness reporting systems. Current readiness assessment systems, while having
shortcomings addressed in the report, were designed to focus on levels of specific readiness
resources (for example, personnel, equipment, training, supplies) that are critical to achieving
readiness of units of each of the Services. Other systems provide general information identifying
major shortfalls in resources that would inhibit responses to contingencies. This information,
coupled with commanders' experienced judgments, provides a useful assessment of current unit
readiness.

e Readiness Task Force focus. Taken in the aggregate, the RTF recommendations are being used as
a basis for adjustments in the way the Department of Defense oversees and manages the readiness
of its military forces. These adjustments will help the Department to:

o Bring a greater joint force readiness perspective to the largely single-service unit
perspective present today.

o Develop ways to project the future readiness implications of U.S. policy and budgetary
decisions, rather than waiting until such decisions have been implemented in order to
determine whether the readiness of U.S. forces has been degraded.
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o Develop better ways to link readiness concerns to U.S. policy development and resource
allocation processes.

o Integrate the readiness oversight and management roles of the Office of the Secretary of
Defense, the Office of the Chairman of Joint Chiefs of Staff, the CINCs, and the
Services.

Citing an often-noted recommendation to bring a greater joint forces perspective to readiness, the CJCS
established a Joint Warfighting Center (JWFC) to help develop and analyze joint force readiness policy,
training, and doctrine. Reporting to the Chairman through the Joint Staff, the JWFC is helping the Joint
Staff identify and evaluate joint readiness indicators that can be used as a basis for developing a joint
readiness measurement system. The JWFC will also provide support to the CINCs and the Service Chiefs
in planning and conducting joint force exercises.

The United States Atlantic Command (USACOM) established the Joint Training, Analysis, and
Simulation Center (JTASC) to train Joint Task Force (JTF) battle staffs for continental United States
(CONUS) forces. The JTASC's primary mission is to support and assist CINCUSACOM to develop,
conduct, and assess full-scale JTF exercises and rehearsals using modeling, simulation, networked
simulators, and other state-of-the-art technologies. When fully operational, the JTASC will improve and
measure joint readiness, provide a laboratory for the improvement of joint tactics, and establish a secure
CONUS joint environment for the demonstration of new technologies. These activities will be an
important element in assessing and improving the readiness of JTFs.

In addition to these activities, and related to the RTF recommendations, the Joint Staff has developed a
number of very specific directives and initiatives for assessing, improving, and monitoring readiness and
the management of JTF operations. Among these are:

e Appointment of the VCJCS as the Joint Staff focal point for all readiness issues and assignment
of Joint Staff focal points for specific readiness issues (for example, J-7 has the lead for training
readiness).

o Development of joint readiness definitions and standards, as well as procedures for monitoring
joint readiness and for integrating readiness considerations into the planning, programming, and
budgeting system.

e Execution of major wargames to evaluate the adequacy of the Bottom-Up Review forces to
conduct the two-MRC scenario.

Other joint initiatives are underway. A joint program office has been established to develop a common
modeling and simulation architecture. This initiative, referred to as the Joint Simulation System (JSIMS),
initially will address interoperability between the next generation of constructive simulations
(wargaming) models, and over time, expand to address live (instrumented weapon/systems, people, and
training centers) and virtual (weapon systems) simulators. All four Services have agreed to coordinate
interoperability standards for instrumented training systems. In addition, DoD expects to increase the
modeling and simulation capabilities embedded in C? systems so that the warfighters can train on their
operational equipment in the way that they will fight.

SECRETARY OF DEFENSE'S THREE READINESS INITIATIVES

In the first SROC meeting, the Deputy Secretary of Defense directed three high priority readiness
initiatives in order to improve the Department's management of readiness. These initiatives are:
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e Analytical tools for relating resource inputs to readiness outputs. Of the three initiatives, relating
resources to readiness has proven to be the most challenging. Some significant progress has been
made in the logistics area, particularly in relating spares and maintenance funding to sortie
generation rates for aircraft. As noted earlier, the Services have already developed some excellent
models in this area, and have been building on these initial efforts.

e Use of simulations and advanced technologies. The Director, Defense Research and Engineering
has recently published a draft Modeling and Simulation Master Plan to guide the development of
future simulation efforts. That Plan is the subject on the SROC's agenda to refine the relationship
between simulations and readiness. In joint wargaming there has been significant progress in
linking above-corps-level training simulations of the individual Services. The recent European
Command exercise Atlantic Resolve (formerly Reforger) demonstrated the ability to train the
joint force commander and his staff using a distributed simulation which features full integration
of ground, sea, and air battles.

e Joint readiness system. The CJCS has approved a joint readiness reporting system. It is based on
the joint monthly readiness review (JMRR) conducted by the Vice Chairman of the Joint Chiefs
of Staff with assistance from the Service Deputies for Operations (OPSDEPS). The system is to
look at current unit and joint-force readiness, as well as projected readiness for the next 12
months. The Service OPSDEPS present the readiness of their Service's forces, and the Joint Staff
Operations Directorate presents the readiness of the joint force. Joint force readiness is assessed
against the enablers mentioned earlier in this chapter. The review includes an assessment of
DoD's ability to execute the National Military Strategy, taking into account the level of force
commitments at that time.

FY 1996-2001 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 possible
based on the substantial knowledge and experience within DoD today, and they represent resources
sufficient to keep U.S. military forces ready to fight and to execute U.S. policy successfully.

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

e Readiness and sustainability remain the highest resource priority of the Department.
e Permit Service Chiefs to reallocate funds to preserve readiness.
e Readiness programming will reflect the first-to-fight principle.

This requires components to maintain appropriate levels of manning; training; and equipment
procurement, distribution, and maintenance (to include deploying units and their support) for the
most demanding deployment schedules.

e Minimum readiness levels (SORTYS) specified for all forces.

e Operating tempo (OPTEMPO) levels specified for all Services.

e Increased use of simulations, simulators, and advanced training devices and technologies to
increase operational training effectiveness and efficiency for both active and reserve components;
may reduce requirements for field training; and aid in the planning and programming processes.

ASSESSMENT OF READINESS FUNDING
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The resources in the FY 1996 budget will provide sufficient readiness for America's armed forces,
provided that:

e Congress and the public support the size and allocation of the resources recommended by the
Administration.

e Congress supplements or replaces resources consumed by DoD in the conduct and execution of
contingency missions in a timely fashion.

For the outyears of the program beyond FY 1996, DoD's focus is on maintaining adequate readiness,
specifically, with an eye toward determining if those elements of readiness critical to the execution of
U.S. defense strategy are sufficiently funded. For example, DoD has fully funded OPTEMPO and
personnel programs. At the same time, the Department has attempted to maintain overall program balance
to ensure, for example, that other programs (e.g., base operations, facilities maintenance) have sufficient
funds and therefore will not undermine other critical readiness programs.

CONCLUSION

America's armed forces are the backbone of U.S. national security strategy, and they are ready today to
carry out this strategy. To do so, they must prevail in several diverse missions: major regional conflicts,
strategic nuclear deterrence, overseas presence, and smaller contingencies.

Accomplishments over the past year provide compelling evidence that the force is ready. Forces have
deployed in a number of operations, often to shape particular situations so that future conflicts will be less
likely. In each case, the United States' men and women in uniform performed magnificently. Their
accomplishments are testimony to the payoff the nation receives for the investments of this and past
administrations in their readiness.

Readiness remains the Department's first priority. Within this priority, the most essential component is
people. The nation asks much of its men and women in uniform and owes much in return for their
dedication and sacrifice. The quality of life initiatives, briefly discussed herein and highlighted in the next
chapter, emphasize the Department's commitment to them.

For FY 1996 and beyond, the Department will maintain its forces as ready to carry out the strategy of the
Bottom-Up Review. Still, more work needs to be done to implement proposed programs and budgets. The
policies and programs enumerated in this section demonstrate the initiative and energy with which the
Department is breaking new ground to address these challenges and will set the stage for ensuring
readiness for the future. Thus, success down the road depends on fully funded future budgets, taking care
of people, and conducting sufficient training to ensure that tomorrow's forces are ready to fight.
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QUALITY OF LIFE

INTRODUCTION

People are the foundation of military readiness. Today's military mission is characterized by the use of
sophisticated technology and an increased rate of deployment and family separation. These developments
demand high quality, well-trained, and motivated servicemembers such as those who make up the force
today. The Department of Defense must continue to attract young people of this caliber to military
service, and must also retain them. Without a doubt, the most important thing that can be done to retain
the present outstanding force is to offer a standard of living with fair compensation, healthy communities,
and a reasonable work schedule. Investments in people are investments in the nation's security and its
future. The Department must provide -- in exchange for the demands of a military lifestyle -- a decent
quality of life.

QUALITY OF LIFE COMPONENTS

Military quality of life can be defined as those things which contribute to a servicemember's and their
families' standard of living and their satisfaction with life in the military. Last summer, the Department
conducted a comprehensive review of the programs which constitute quality of life. This review identified
three general categories: Compensation and Benefits, Housing, and Community and Family Support.

As a result of this review, the Secretary of Defense identified specific areas within these categories which
would make the most effective contribution toward strengthening the quality of life of military personnel
and their families. The Secretary targeted the following areas for substantial improvement:

Basic Pay.

Bachelor Quarters.

Basic Allowance for Quarters (BAQ).

Child Care.

Cost of Living Allowance (COLA) in the United States.
Family Advocacy.

Family Housing.

Morale, Welfare, and Recreation.

To meet the disparity in pay for service personnel, DoD allocated $7.7 billion of the Department's FY
1996 budget to provide pay raises to military personnel at the full rate authorized by law through FY
1999. This is an unprecedented commitment and reflects the value the Department places on treating its
people fairly.

In addition, the Department has obligated $2.7 billion over the next six years ($450 million per year
through FY 2001) to fund the following quality of life initiatives.
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Tahble IV-1

Cuality of Life Imtiatives

Compensation and Benefits

Hew Living &1lowance for High Cost &reas: — Helps 30,000 servicemembers and families
living in high cost areas.
— Eliminates penalty of being assigned to high cost areas.

Increase Basic &llowance for Quarters: — Benefits the 700,000 in off-base housing.
— Beduces absorption of hovsing costs.
Housing
Family Houwsing: — Maintain=s 10,000 on~base homes that would
otherwise close due to lack of maintenance.
Dormitory /Bachelor Quarters Improvements: — Upgrades 5,000 bachelor guarter spaces
1,200 immediately).
Private-sector Howsing VTenktures: - &1locates money for innowvatiwve howvsing
approaches.
Community and Family Suvpport
Child Care: - Increases capacity by 20% (32,000 spaces).
Family &dvocacy: — Increases resources for prevention and

treatment of family vioclence.

Improved Morale, Welfare, and Becreation: — Achieves $295 per capita comparability.

The Secretary recently established a Quality of Life Task Force of outside experts to follow up on these
initiatives and to refine and strengthen them. The Task Force will provide recommendations for
improving housing and the delivery of community and family services. The Task Force will also advise
the Secretary on initiatives he can take to address the issue of personnel turbulence, as it relates to the
quality of life of military personnel and their families.

The remainder of this chapter will discuss more broadly the programs which constitute quality of life, and
address more specifically the initiatives outlined above.

COMPENSATION AND BENEFITS

The Department has long recognized the importance of compensation in sustaining a robust quality of life
program. The military compensation package is made up of pay and nonpay benefits -- the components of
a standard of living. In the area of pay benefits, the Department is taking three initiatives. Operating
together, these three initiatives serve to stimulate retention which, in turn, contribute to the operational
readiness of units and the welfare of those who serve and their families.

Pay

Unequivocally, healthy retention patterns generate seasoned leaders who are instrumental to unit
performance and operational readiness. No single stimulus is stronger than pay in generating retention of
top-quality people. Currently, military pay raises lag private sector pay raises by 12 percent as measured
by the employment cost index (ECI). To limit the growth of the gap, the Department has funded the
maximum pay raise authorized by law through FY 1999.

Improved Quarters Allowance

About 70 percent of military families reside in the local civilian community and receive housing
allowances which are designed to cover, on the average, 85 percent of their housing costs. However,
because of previous pay and funding gaps, military families today are reimbursed at about 80 percent of
their housing cost. The Department will fund the first 1 percent of the housing allowance gap closure in
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FY 1996 and plans to bring the reimbursement rate back to 85 percent incrementally over the next five
years.

Cost of Living Allowance in the Continental United States

At present 30,000 military families are assigned to high costs 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 compensated under housing allowances. Assignments
to areas such as Long Island, New York, or Los Angeles, California, place an undue financial burden on
families. The National Defense Authorization Act of FY 1995 established CONUS COLA. This COLA
program is designed to assist the military family residing in a high cost area. The Department plans to
begin compensating families experiencing these high costs in July 1995. This increase will boost the
average monthly pay by $40 and in some cases as much as $167 per family.

Health Care

A crucial part of the nonpay benefits package, and a key element of quality of life, is health care. Military
medicine faces compelling challenges at this time of unprecedented change in the nation's health care
system. One priority is medical readiness -- the need to be prepared wherever and whenever
servicemembers are deployed, with the highest quality of care. Another equally important task is to
supply accessible and excellent health care to the active duty force, family members, retirees, and other
beneficiaries not currently involved in operations.

The Department's health care mission is not only complex, but also serves a large number of personnel.
There are 8.3 million beneficiaries eligible to receive health care from the Military Health Services
System (MHSS). Direct care is delivered worldwide in 133 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 TRICARE support contracts. The medical portion of the President's FY 1995
budget is approximately $15.3 billion, or 5.9 percent of the entire defense budget.

MEDICAL READINESS

Changing world politics and revised national security objectives present new challenges to military
medicine. In a mission environment characterized by rapid deployment into volatile situations, military
medical forces must continue to plan and train as rigorously as the fighting units. The Military Services
are cooperating to establish new medical doctrine with an emphasis on countering the health threat,
providing capability-based packages, ensuring vital in-theater care, and upholding absolute quality of
care. Priority must go to forward presence and early deploying personnel where the greatest successes are
insured with limited resources. Through such innovative measures, support for all of the armed services
can be delivered in the optimum and yet most flexible way.

The frequency of humanitarian assistance and peacekeeping operations underscores the importance of
efficient and flexible medical support units. In concert with United Nations' assistance needs, the United
States provided medical teams and supplies in Somalia and established a medical treatment facility in
Zagreb, Croatia. In addition, the Department has supported several operations around the world by
furnishing both medical supplies and personnel; these missions include the Operation Provide Promise
airlift over Bosnia, water relief in Rwanda, and the ongoing Operation Uphold Democracy in Haiti.
Additionally, medical support provided as a part of security assistance programs continues to offer
medical material and training to many nations. Although this support is a testimony to past readiness and
flexibility, true medical readiness can only be ensured when personnel assigned to medical units plan,
train, and deploy as a cohesive unit and as a component part of the fighting force for which they were
designed.
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HEALTH CARE INITIATIVES

In meeting the challenges of constrained budgets, force downsizing, and manpower reductions, the
Department is implementing and executing management programs to improve the efficiency and quality
of the MHSS and access to medical services for all those entitled to DoD health care.

TRICARE is the strategy that will transform the MHSS by bringing together the health care delivery
systems of each Service and CHAMPUS; this cooperative and supportive effort will better assist patients
and maximize the resources available to military medicine. The commanders of military medical centers
located within different U.S. regions will develop an integrated plan for the delivery of health care, with a
variety of options for eligible beneficiaries. TRICARE will continue to be evolutionary, addressing new
difficulties and obstacles, as well as phasing in new methods and initiatives for improving the delivery of
care to DoD health care beneficiaries.

In December 1994, the Department announced the new, uniform health benefit option for DoD health
care beneficiaries under TRICARE. Called TRICARE Prime, it works like a private sector Health
Maintenance Organization (HMO) and will enhance access to care and save money for both the patient
and the Department. Families of active duty personnel who choose to enroll in TRICARE Prime will have
no enrollment fees. In addition to TRICARE Prime, the TRICARE system will offer two other options to
eligible beneficiaries: TRICARE Extra, which is a network of preferred health care providers; and
TRICARE Standard, which is the same as the standard CHAMPUS program.

In addition to health care reform, the Department is strongly committed to dealing with specific issues
such as any adverse health effects that may have resulted from service during Operation Desert
Shield/Desert Storm. The Department is conducting an aggressive, comprehensive clinical diagnostic
effort to determine, as far as possible, the causes of the symptoms in Persian Gulf veterans as described
by the National Institutes of Health consensus conference. All Persian Gulf veterans are being offered an
intensive examination; furthermore, a toll-free hotline was established in the summer of 1994 for
servicemembers to call if they feel they might be experiencing medical problems as a result of their
service in the Gulf.

Preliminary results from evaluations of the first 1,000 patients completing the Comprehensive Clinical
Evaluation Program (CCEP) show that most (about 85 percent) have a definitive diagnosis/diagnoses that
span a broad range of clinical entities for which they are receiving treatment and responding favorably.
The Department expects to complete the majority of patient evaluations by late spring. For those
remaining 15 percent who have less definitive diagnoses, the Department has established Special Care
Centers (SCC) where patients will continue to be evaluated and treated. The Department has launched
major research initiatives in the areas of reproductive health, interactive efforts of certain chemical
compounds, leishmaniasis, and depleted uranium.

As female servicemembers continue to step into more diverse assignments, the Department is giving
increased attention to women's health issues. In addition to traditional health care needs, the Department
is identifying the medical implications of women in combat roles, what those assignments entail, and
what the resulting health needs might be. With that information, the Department will implement actions to
meet those requirements. In addition, the 1994 Health Care Survey of DoD Beneficiaries was designed to
develop health risk assessments for female beneficiaries, focusing on the improvement of primary and
preventive care for women.

The many challenges facing military medicine will require extensive involvement in problem solving,
resource management, and program evaluation. The Department is addressing these issues through
strategic vision, and an unswerving commitment to a healthy and efficient force.
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Commissaries

Another important nonpay benefit is the commissary benefit. It supports a reasonable standard of living
for people stationed both overseas and stateside. Overseas, military commissaries and exchanges are
usually the only source of American products. Commissaries provide an income benefit through savings
on purchases of food and household items for the military member and family. Surveys show that
consumers 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. This
nonpay benefit is an integral part of the nonpay compensation package for active duty military, members
of the reserve components, and military retirees. As of October 1994, there are 223 commissaries in the
United States and 108 overseas.

Commissaries, and the savings offered, help offset a large portion of the economic stress military families
experience. Overseas, American products also provide a constant and stabilizing feeling of home. They
are an institution in military life, and serve as proof that the government understands the special needs of
the personnel it values so highly.

Off-Duty Education

An important part of the nonpay military benefit, contributing to individual growth as well as the quality
of military personnel, is off-duty, voluntary education. This program offers outstanding incentives to
servicemembers who want to continue their education on their off-duty time, or increase their skills to
become more competitive in their military career. In FY 1993, the Department made available $134
million in tuition assistance, which represented 75 percent of the cost of studies undertaken by
servicemembers. Almost 40 percent of the force participated in college and university courses offered
through the program. The following chart reflects the magnitude of participation in the voluntary
education program during FY 1994, Off-duty, voluntary education meets the needs of motivated young
people who gravitate towards careers that offer opportunities to advance and grow.

Table IV-2
Yoluntary Education Program (FY 1994)
Programs Humber Enrolled Degrees Earned

High School /GED 1,200 High School/GED Diplomas 700

TUndergraduate &37 703 bezociate Degrees 20,471
Bachelor's Degress 5,603

Post-Graduate 7a,103 lfasters Degrees 4 371
Doctorates 22

Functional fBasic Skills 57,359 Hid

DANTES Testing 255,410 Hib

HOUSING

The military community offers stability and continuity of living as a backdrop for deployment,
reassignment, and day-to-day life. The nomadic nature of military service creates a need for the
familiarity found in an American hometown. Whether married or single, servicemembers need a good
place to live, opportunities for growth and development, and assistance in dealing with the special aspects
of the military lifestyle. Housing and Community and Family support address these needs.

Family Housing
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Approximately one-third of military families live in military family housing. Housing is acutely needed in
many locations overseas where security is a concern, or appropriate accommodations are not available. In
the United States, housing is provided near some installations to offset the lack of affordable, safe, and
adequate civilian housing. However, the supply is usually insufficient to meet the demand. As a result,
military families forced to live off base must often accept inferior accommodations because housing
allowances are not in line with commercial rates. The emphasis on housing is important, since the
Department has found that the proportion of personnel remaining in service from bases with high quality
housing is about 15 percent higher than among those stationed at places with lower quality housing. The
military family housing budget in FY 1996 contains an increase of over $500 million.

The Department has undertaken a comprehensive study to develop a strategic plan for family housing into
the 21st century. Experts from personnel, financial management, and housing divisions are looking at
where and how to provide accommodations. As mentioned earlier, reimbursement for housing expenses
has not kept pace with actual housing costs for personnel who reside in the civilian community.

Part of the strategy to address family housing needs is to expand the housing referral service and promote
initiatives to make it easier for families in the civilian community to receive assistance. This will include
looking for ways to minimize the costs of relocation within the private sector and also find ways to
stimulate private-sector development of housing. To this end, $22 million of next year's defense budget
will be put towards private housing ventures. Where these options have been pursued and there is still a
need for quality, affordable housing, the Department will request sufficient funds from Congress to
maintain and replace existing government facilities.

Bachelor Quarters

Housing for single military members is as equally important as for married members. About a half a
million single servicemembers live in quarters. The Department wants to replace run down, cramped
buildings and their institutional environment with quality residential communities. To meet this goal,
almost $2.5 billion has been budgeted from FY 1996 through FY 2001 to renovate existing facilities and
construct new dormitories and barracks. Not all of the old quarters can be renovated or replaced next year,
but the Department is working towards better housing in the future.

Fulfilling the Department's commitment to quality housing will not come cheaply. The Quality of Life
Task Force will examine innovative alternatives which will take advantage of all possible efficiencies.
Living accommodations remain a high priority for the Department to ensure that servicemembers and

their families have a good place to live.

COMMUNITY AND FAMILY SUPPORT

Community and family support is the network of recreational, social service, and dependent education to
foster healthy individuals and families stationed around the world. These programs mirror those found in
an American community, with some programs scoped to meet the needs of a mobile population.

Child Care

Child care is a fundamental quality of life program responding to a large portion of the force with child
rearing responsibilities. Child care services assist in meeting mission requirements, and also contribute to
the economic stability of families. As part of the Secretary's initiative, funding will be provided to expand
child care spaces from 166,000 in FY 1994 to 204,000 spaces in FY 1996. Funding will be increased by
$38.1 million.

Military members are parents to 1.2 million children under the age of 12. Not only is the Department the
largest provider of child care in the world, but DoD Child Development Services have been heralded as a
role model for other government agencies and the nation as a whole. Child care is available in 374

locations worldwide -- in 724 Child Development Centers and over 11,000 family child care homes. The
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Department has a potential child care need for 312,000 children. The Department will meet 65 percent of
this need with the funding increase.

Child care helps military families achieve economic security in a time when two incomes are essential.
Family Advocacy Program (Spouse and Child Abuse)

As the Department experiences transition and turbulence related to increased personnel tempo
(PERSTEMPO), stress and the potential for family violence increase. The Secretary responded to
increased incidents of spouse abuse by providing an additional $22.4 million to the Family Advocacy
Program (FAP) for prevention and treatment programs. Funds provided in FY 1996 will continue to
support reduced case loads carried by FAP counselors, thus increasing treatment options and improving
services to victims of family violence.

While treatment and intervention are clearly priorities, the Department is also aggressively pursuing
efforts to recognize the potential for abuse, and to institute training and support systems that prevent its
occurrence. Congress has increased assistance to new parents and first-term families. New Parent Support
Programs will be implemented at installations with high populations of young first-term families.
Outreach services will include pre- and post-natal home visits, parent education, and other services.

While the number of children in the birth to age five population is decreasing, the Department is
experiencing a rise in the number of children ages 6-18. Currently, over 400,000 youth are in this age
group. PERSTEMPO is increasing the strain on families with adolescents, an already stressful time for
most families. The Department is concerned about an increase in the number of substantiated cases of
child abuse in these age groups, especially the adolescent population.

The Department is also concerned about the general welfare of youth on installations, who are not
immune to the forces of violence and gang activity which trouble the nation as a whole. In addition to
maintaining Youth Activity Centers, which feature social and recreational activities, the Department will
be evaluating the results of new efforts in FY 1995 to address the broader range of social and
developmental issues for adolescents and parents.

Morale, Welfare, and Recreation (MWR)

The Secretary's initiative addressed recreation programs in an effort to achieve comparability across the
Services. With additional funding of $33.5 million, inequities in appropriated funding support to MWR
programs will be brought into alignment. A baseline of $295 per capita will be instituted, with the
primary recipient of this funding being the Marine Corps.

Each installation offers programs designed to encourage and enhance physical fitness, mental readiness,
and commitment to the military mission. MWR programs include fitness centers, libraries, sports, and
athletic programs, as well as a wide variety of other recreational, social, and developmental activities.

In addition to core MWR programs, servicemembers are supported by exchange services. A combination
of these resources serve 12 million patrons and participants, and employ over 220,000 people worldwide.
To manage the breadth and scope of these programs, the DoD Executive Resale Board (composed of the
Services' MWR commanders and resale directors) was recently reconstituted to provide corporate
leadership and to aggressively promote cooperative efforts among the Services and agencies.

Revenues generated from exchange sales and MWR programs are used to support the construction
initiatives for building and modernization of these facilities. The FY 1995 nonappropriated construction
program of $323 million continues the infrastructure support needed to deliver quality services. The
Department has streamlined construction and other processes to mirror private-sector corporate
operations. Modernization of systems and facilities has fostered the impetus for a more streamlined,
businesslike approach. Currently, the Department is updating directives to reduce the complexity of
policy and make it easier for the Services and installation commanders to implement broad policy
guidance.
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As a major contributor to the Military Services' quality of life, the military exchanges provide
servicemembers and their families value and distinction in both the merchandise and services offered.
These revenues are used to sponsor recreational facilities and activities at affordable prices, thereby
promoting readiness, individual and community fitness, esprit de corps, and personal development. A
healthy military community relies upon recreational programs to provide opportunities that offset the
pressures of military life. In order to keep motivated personnel, the Department must balance the high
stress and hard training environment with revitalizing recreational activities.

Armed Forces Professional Entertainment 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. The Armed Forces Professional Entertainment Office (AFPEQ) is a joint-Service program
that logistically supports entertainers who are willing to perform free of charge for servicemembers on
military installations overseas. 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 Somalia, The
Former Yugoslav Republic of Macedonia, or Saudi Arabia. In FY 1994, the AFPEO sponsored 88
noncelebrity tours and 17 celebrity United Service Organizations/DoD tours. These tours performed an
estimated 2,300 shows, entertaining over 250,000 servicemembers and their families. This small but
vigorous program touches the lives of troops overseas, when they most need it.

Family Centers

The Department's 317 Family Centers provide programs and facilities to address the unique needs of
military and DoD civilian personnel and their families. Due to the continually growing number of
personnel with families, the Centers are becoming increasingly more important.

The following chart indicates that Family Centers are the critical link between the military workplace and
the home. Their primary mission is to assist commanders in maintaining readiness within the total work
force by delivering a wide range of quality services that promote family adaptation to the demands of the
military lifestyle.

Family Centers provide direct support across the entire spectrum of post-Cold War missions, including
humanitarian relief, peacekeeping, disaster relief, and emergency evacuations. The Centers are integrally
involved in providing accurate information and timely assistance to military members and their families.

Family Centers have assumed an increasingly important role in support of mission readiness throughout
the recent developments of the post-Cold War environment. During the Persian Gulf War, the Department
realized that entire families go to war, and family readiness is a crucial component of overall force
readiness. Family Center Deployment Support Programs specifically focus on family preparedness --
teaching skills to ensure that family members have the capabilities and tools to manage in the absence of
the military member. In conjunction with these programs, Family Support Groups at the unit level provide
a critical resource and link to other support systems.
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As PERSTEMPO increases, Family Center programs have refocused efforts to mediate the stress
associated with more frequent separation. The Centers continually adapt, evolve, and develop innovative
ways to assist the families in meeting the growing challenge of family separation. In addition to their
response to increased PERSTEMPO, the Centers continue to feature a wide gamut of services designed to
enhance the quality of life for servicemembers and families. These include information and referral,
relocation assistance, personal financial management, spouse employment assistance, outreach, family
life education, crisis assistance, and volunteer coordination. These essential services create an
infrastructure for the quality of life that military families rightfully deserve.

Department of Defense Dependent Schools

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

DEPARTMENT OF DEFENSE DEPENDENTS SCHOOLS OVERSEAS

Department of Defense Dependents Schools (DoDDS) overseas will support 87,000 students in FY 1996.
By school year 1996, schools in Europe and the Pacific will be stabilized from the drawdown. DoDDS
will continue to strive for educational excellence by maintaining the Seven-Year Curriculum Review
sequence and by pursuing the President's National Education Goals. Also, DoDDS maintains Title X1V,
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 (CTBS) and American College Test (ACT) test areas
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over the past school year. Although students already 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 math 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
Education, 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 backgrounds most underrepresented in four-year colleges and universities). DoDDS has also
offered a testbed 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 Individual With Disabilities Education Act.

DEPARTMENT OF DEFENSE DOMESTIC DEPENDENT ELEMENTARY AND SECONDARY
SCHOOLS IN CONTINENTAL UNITED STATES

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 by the addition of paragraph 2164, Chapter 108 of Title 10, U.S. Code. These stateside schools
provide education to approximately 33,000 eligible dependents residing on 16 military installations and in
Puerto Rico. The schools have locally elected school boards which 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
development, preschool, and early childhood development programs. Other resources range from
advanced placement courses to special instructional models and strategies 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.

A quality education program is essential to the American lifestyle. The military community is no
exception. Department schools must allow the children of servicemen and women access to a school
system that will deliver an education program that is equal to the best public school systems in CONUS,
and will prepare students to compete in a global economy.

Chaplain Services

The military chaplaincies serve as the link between servicemembers, their families, and support services
throughout the Department. They act 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 rehabilitation centers. Chaplains offer expert assistance at pre- and post-deployment
briefings, provide pastoral care to family members who remain at home, and facilitate the religious and
spiritual needs of deployed servicemembers worldwide. Across the globe, chaplains support military
personnel and their families with their specialized methods of counsel and relief.

Equal Opportunity

The Department continues to recognize that one of the keys to maintaining an acceptable quality of life
for its members is to ensure equitable treatment for all. Besides affecting quality of life, equal opportunity
is also a readiness issue. If DoD personnel are not treated fairly, then the missions they are asked to do
will suffer. Therefore, the Department is fully committed to a policy of equal opportunity and will not
tolerate discrimination or harassment of any kind.

Transition Support and Services

The consideration and assistance given to over 300,000 servicemembers and their families who return to
civilian life each year remain priorities for the Department. These veterans are a tremendously talented
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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
servicemembers and their families to make a successful transition to civilian life.

Each Military Service, in conjunction with DoD, the Departments of Labor (DoL) and Veterans Affairs
(VA), and state employment service agencies, has initiated innovative transition programs. During FY
1994, servicemembers made 724,964 visits to transition offices for preseparation 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 servicemembers and spouses participated in 3,686
workshops. In a perfect example of seamless government, DoD, DoL, and VA implemented the
Servicemember 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 have been placed in job training
under this program. A new program, to be administered jointly by DoD and Department of Justice in
1995, will promote the entry of qualified servicemembers 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
servicemembers and spouses. In FY 1994, there were 7,980 employers and over 60,000 personnel
registered in DORS. 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 servicemembers' 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 have registered, with hundreds being
researched for inclusion. Since June 1994, 69,751 separating personnel have registered.

Finally, DoD provides additional benefits (for example, extended health care and extended commissary
and exchange privileges) to involuntarily separated military members and their families, and to certain
voluntary separatees.

Troops to Teachers Program

Troops to Teachers is a teacher and teacher's aide placement assistance program designed to assist
separated servicemembers, 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
eligible personnel into schools serving a concentration of students from low income families.

This initiative furnishes stipends of up to $5,000 to selected, eligible participants to defray the cost of
becoming certified through a state's alternative certification program. In addition, it awards grants of up to
$50,000, paid over five years, to local education agencies for each participant they agree to hire as a
teacher or teacher's aide in a school serving a concentration of low income families. DoD received over
5,100 applications for this program and began placing departing servicemembers in teaching positions
over the past summer. Currently, over 125 individuals are teaching in school districts across the country.

Relocation/Base Closure Assistance

As the force draws down, base realignment and closure have become a major source of added stress for
military and civilian personnel and their families living and working on closing installations. A Base
Closure Assistance Team is being organized to serve as a commander's resource and expert consultation
team to address individual installation issues. The multi-disciplinary teams will work with affected
installations to identify potential problem areas and to develop strategies and solutions tailored to local
needs. In another initiative, the Department is gathering lessons learned and developing resource and
planning guidance to ensure that organizational and individual needs are addressed during the closure and
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realignment process. The overall goal of this effort is to minimize the stress of closure by sustaining
support functions through innovation and community collaboration in a climate of decreasing resources.

PERSONNEL TURBULENCE

As missions continue to increase, personnel turbulence remains a major concern. As part of the review for
the Secretary, the Quality of Life Task Force will advise on issues that affect personnel turbulence.
Currently, servicemembers not only have to work hard but must also deploy in places the Department
requires in support of national interests. As the force has downsized, the level of operations have
undergone a dramatic increase. More time spent deployed in support of operations results in less time
available for training, family, and rest. Since frequency and length of duration can affect a family's
stability, finances, and other aspects of living, the Department must commit to sponsoring programs for
families who are affected by increased PERSTEMPO. Information on specific PERSTEMPO rates is in
the formative stages. However, the goal is to find a balance between mission and training requirements
that draw servicemembers away from home and their need to spend valuable time with their families.

CONCLUSION

The Secretary has placed quality of life as one of the highest priorities in the Department. The intangible
value of a good standard of living sets the stage for a high quality, well-trained, and motivated force. The
improvements planned for quality of life reach out to each and every servicemember. They represent an
enormous commitment to people -- the foundation of military readiness.
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COOPERATIVE THREAT REDUCTION
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 warheads were located outside of Russia on the territories of Belarus, Kazakhstan, 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: diversion 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 continued to pose a threat to U.S. national security.

Taking advantage of a 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 weapons proliferation.

A REVITALIZED PROGRAM

As of the summer of 1993, the CTR program had spent almost none of the $800 million authorized for
denuclearization and dismantlement efforts. Expenditures awaited agreement between the United States
and Russia, Belarus, Ukraine, and Kazakhstan on how the funds would be spent. Once those agreements
were signed in the fall and winter of 1993-94, obligations of funds soared from $113 million in January
1994 to $478 million in December 1994. Thirty-six agreements for committing nearly $900 million of
available funds from FY 1992 to FY 1994 have been negotiated and signed, and will be executed over the
next several months and in some cases years. The negotiation phase of the CTR program is over, and the
implementation phase has begun.

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 identify
specific needs, and oversees the contracts with U.S. (and in some cases recipient nation) firms to provide
such assistance. Since the CTR program provides goods and services -- rather than cash -- expenditures
are directly related to denuclearization, dismantlement, and proliferation prevention efforts.

CTR operations in Ukraine are symbolic of both the challenges of arranging for assistance and the
benefits of cooperation. Despite Ukraine's pledge in the Lisbon Protocol of 1992 to become a non-nuclear
state, the actual process of warhead removal to Russia was not agreed upon until the United States
concluded the Trilateral Statement with Russia and Ukraine. Critical to the success of these negotiations
was the United States' promise of CTR assistance. The agreements to begin the CTR program were not
concluded until December 1993 -- two years after negotiations began. Promise of CTR made the
Trilateral Statement in January 1994 possible; delivery of CTR assistance led to further progress. Once
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the necessary agreements had been signed, assistance began to flow, in the shape of security equipment,
vehicles, cranes, fuel, transportation equipment, and similar items. In the course of efforts to implement
the Trilateral Statement, Ukrainian officials requested several specific items on an accelerated schedule.
Within three weeks, a shipment was on its way. In August 1994, Leonid Kuchma was elected president,
and requested CTR assistance in helping meet important domestic and international goals within his first
100 days in office. Cooperating closely with the Kuchma government, the CTR program identified areas
where speedy provision of aid would have visible impacts, and rushed fuel, lubricants, emergency
response support equipment, and industrial and computer equipment to accelerate the deactivation of SS-
19 and SS-24 missile silos. One outcome of this demonstrated willingness to help Ukraine live up to its
commitments was the Ukrainian legislature's November 1994 vote to approve accession to the Nuclear
Non-Proliferation Treaty (NPT) as a non-nuclear weapon state, an outcome no one took for granted.
Ukraine formally acceded to the NPT in December. The case of Ukraine demonstrates how effectively
and quickly the CTR program can be implemented, once the negotiation process is completed.

CTR PROGRAM OBJECTIVES
The objectives of the CTR program as established by Congress are:

e To assist the former Soviet states to destroy nuclear, chemical, and other weapons of mass
destruction.

Transport, store, disable, and safeguard weapons in connection with their destruction.
Establish verifiable safeguards against the proliferation of such weapons.

Prevent diversion of weapons related scientific expertise.

Facilitate demilitarization of defense-industries and conversion of military capabilities and
technologies.

e 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.
Meeting the objective of safeguarding nuclear weapons in Russia, for instance, will also help prevent
proliferation, a growing concern in light of recent reports of nuclear smuggling.

CTR program activities generally fall into four categories in accordance with these objectives. First,
Destruction and Dismantlement activities accelerate the destruction and dismantling of weapons of mass
destruction and their launchers in the four eligible states where they remain by providing leverage to
encourage these countries to dismantle and by providing the actual equipment and training required to
implement dismantlement decisions.

Second, through Chain of Custody activities, the CTR program decreases the 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
industrial partnership projects in CTR are an effort to reduce the potential of a future nuclear threat at its
source. Furthermore, the transformations created through the industrial partnership arrangements 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.
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Lastly, the CTR program supports Other Programs and Support such as the expansion of defense and
military contacts with the NIS. When the Soviet Union dissolved, the republics it contained were left with
structures, forces, and equipment that were 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 greater transparency of budgets and programs. These countries will
remain important players in world events and the United States benefits 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 concerns coincide, rather than conflict, with those of the NIS.
Recognizing that differences will still occur, developing long-term institutional relationships contributes
to improving substantive professional dialogue on important defense and military issues, in addition to
facilitating denuclearization and nonproliferation activities.

FY 1994 CTR Program Baseline Obligations
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PROGRESS IN CTR IMPLEMENTATION

To meet CTR objectives, the program consists of numerous separate projects agreed to in the agreements
and memoranda of understanding between the United States and Russia, Belarus, Ukraine, and
Kazakhstan. The CTR program has grown impressively, particularly over the past year, with the baseline
obligation rate increasing over four-fold, to about $434 million at the end of FY 1994 (see chart above).
By that time, DoD had notified Congress of proposed obligations totaling nearly $969 million from funds
authorized for FY 1992 to FY 1994 for specific projects for the eligible states. More importantly, the total
assistance committed under agreements concluded with DoD and for which implementation is actually
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underway is now $898 million. The following chart indicates CTR funding commitments by program
area.

FY 1992 — FY 1994 CTR Commitments by Program Area
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The CTR process from negotiation, to project formulation, 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 has directed that American contractors be used for CTR support to the extent feasible.
Accordingly, DoD contracting for CTR goods and services is accomplished based on Federal Acquisition
Regulations to ensure that U.S. businesses are treated fairly. 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. The United
States is closely coordinating its assistance efforts with its allies through the NATO and G-7 forums to
eliminate needless duplication and meet the needs of Russia, Ukraine, Kazakhstan, and Belarus. Japan has
pledged $100 million of assistance, and the NATO allies are working with the United States to develop
assistance programs in Ukraine. Additionally, numerous states and international organizations including
Sweden and the International Atomic Energy Agency are developing material control and accounting
assistance programs with Kazakhstan. In order to ensure that assistance provided under CTR is being used
as intended, the CTR agreements include provisions for the United States to conduct audits and
examinations of the assistance provided.

REDUCING THE THREAT
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CTR activities have contributed significantly to the reduction of the threat over the past three years. U.S.
offers of assistance under the program have been instrumental in convincing Belarus, Kazakhstan, Russia,
and Ukraine that they could shoulder the economic, political, and technical burdens of weapons
dismantlement and demilitarization.

The CTR assistance agreement signed with Ukraine in December 1993 paved the way for the January 14,
1994, Trilateral Statement agreed to by the United States, Russia, and Ukraine which provided the
transfer to Russia for dismantlement of all nuclear warheads from Ukraine. As of October 1994, Ukraine
was ahead of schedule, having deactivated 610 of 1,734 deployed warheads on its territory and sending
360 of them to Russia for dismantlement. CTR assistance also played a very significant role in
encouraging Ukrainian accession to the Nuclear Non-Proliferation Treaty in December 1994,

CTR program funds are used directly to stimulate and support faster dismantlement in the NIS and
enhance nonproliferation efforts. CTR assistance has provided political and material support for:

e Ukraine's decision to denuclearize and sign the Nuclear Non-Proliferation Treaty.

e The removal of 600 kilograms of highly enriched uranium from Kazakhstan, enough for 20
nuclear weapons.

e The removal of more than 1,600 nuclear warheads from delivery systems in the four republics of
which over 900 have been withdrawn to Russia from Ukraine, Belarus, and Kazakhstan.

e Measures to safeguard fissile material in Russia, Ukraine, and Kazakhstan.

e The deactivation and dismantlement of SS-19 and SS-24 intercontinental ballistic missiles
(ICBMs) in Ukraine, the elimination of SS-18 silos in Kazakhstan, and elimination of submarine-
launched ballistic missile (SLBM) launchers, ICBMs, silos, and heavy bombers in Russia.

e Reemploying over 4,000 former Soviet weapon scientists on peaceful civilian research projects.

e Twelve projects through which U.S. companies are working with defense enterprises in the NIS
to help convert them from producing WMD to manufacturing civilian goods.

e Hiring a U.S. prime contractor to assist Russia in planning for chemical weapons destruction.

e Sponsoring 116 joint events with the NIS armed forces to improve their cooperation with the
United States and their ability to operate under democratic governments with civilian leadership.

AN INTEGRATED APPROACH

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

CTR efforts in Ukraine demonstrate this multipronged approach. The assistance projects noted above are
only part of the story for Ukraine. The complete story must be understood as 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
had chosen. The Trilateral Statement had four components: transfer of nuclear warheads to Russia for
dismantlement, compensation for fissile materials, security assurances to Ukraine, and CTR assistance.
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. This landmark agreement was cemented, as already noted, by U.S.
pledges to provide assistance to Ukraine in their dismantlement efforts under the CTR program.
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In an effort to speed the specific action that eliminates much of the threat to the United States -- removing
warheads from missiles -- the United States offered to accelerate delivery of materials useful for this so-
called early deactivation. The fruits of this effort were dramatically visible when the Secretary of Defense
visited a missile facility at Pervomaysk in March 1994. There he witnessed both the seriousness of the
launch officers and the U.S. targets of the missiles deployed there, and the stunning sight of a modern
intercontinental missile with its 10 deadly warheads -- intended for cities and bases in the United States --
permanently removed.

These very tangible successes would have been impossible without other elements of the CTR program
which were brought to bear on this challenge. The CTR program also financed a continuous series of
defense and military contacts which went far to assure Ukraine that the United States (and the West) had
powerful interests in Ukraine's stability and success beyond the nuclear weapons based on its soil. The
United States has provided expertise and support in helping Ukraine develop a national armed force that
reflects its sovereign needs. Visits to U.S. training centers, advice on budgeting and planning,
participation in joint peacekeeping exercises, easing tensions with Russia over the Black Sea Fleet, and
other activities have made tangible America's commitment to Ukrainian security.

Individuals involved with nuclear weapons deserve to know 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 desires
the elimination of Soviet nuclear weapons, the economic and social consequences of dismantling the
entire complex must be addressed. Two aspects of the CTR program provide some assistance in this
regard, at the cost of only 16 percent of the entire 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 the Ukrainian
constitution requires that housing must be provided before they can be demobilized. The pace of
dismantlement is therefore inhibited by the inability of the Ukrainian Ministry of Defense (MOD) to
provide the required housing. The CTR program is helping to solve this problem as part of a program
under which a former shipbuilding plant and a closing missile silo factory will produce with American
partners housing for these demobilized missile officers, and later, for commercial sale. 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.
businesses 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 will almost certainly result in the failure of other aspects.

PRIORITIES FOR FY 1995

The CTR program has shown important progress in all areas since its beginnings three years ago. In the
past year, the program has matured and the number of activities has increased exponentially. However,
much work still needs to be done.

For FY 1995, the CTR program will continue to provide Russia, Belarus, Kazakhstan, and Ukraine
dismantlement and demilitarization assistance, with priority placed on accelerating strategic offensive
arms elimination. CTR assistance is used to facilitate ongoing deactivation and dismantlement of strategic
nuclear systems according to START I and the January 1994 Trilateral Statement and will facilitate and
accelerate elimination of strategic delivery systems provided for under START I1.
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Additionally, the CTR program will continue to provide assistance to enhance the safety and security of
nuclear materials with emphasis on strengthening the entire chain of custody -- from weapons elimination
and dismantlement, to monitoring the storage of plutonium. In cooperation with the Russian MOD, CTR
may provide assistance to strengthen the regime of security for nuclear weapons.

Another important CTR project involves assistance to Russia in efforts to destroy the 40,000 tons of
declared chemical weapons agent Russia inherited from the former Soviet Union. Without substantial
technical and monetary assistance from the United States and other countries, Russia will have difficulties
meeting the Chemical Weapons Convention (CWC) destruction schedules. Through the CTR program,
the United States will continue to assist Russia in weighing alternative technologies to destroy its
chemical stockpiles as required by the CWC. The subsequent task of actually destroying the stockpile
might benefit from an infusion of U.S. technology, funds, and expertise provided under CTR and will be
given careful consideration.

Finally, CTR future priorities include efforts to help demilitarize the nuclear infrastructure which
supported the massive Soviet weapons arsenal. Nuclear infrastructure elimination will allow existing
military manpower, material, infrastructure, and the supporting industrial base to be reoriented towards
peaceful pursuits. In addition, industrial partnerships remain an important element of this effort and these
activities will transition to the Defense Enterprise Fund for management.

CONCLUSION

The CTR Program is a small investment with a big payoff. The United States spent billions of dollars
defending against weapons of mass destruction in the Soviet Union during the Cold War. With CTR
assistance, substantial progress has been made in reducing the threat from these weapons and in
preventing the emergence of new threats in the post-Cold War world. Continuing this program of defense
by other means will continue to enhance U.S. national security for the future.
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COUNTERPROLIFERATION AND TREATY ACTIVITIES
INTRODUCTION

The Department of Defense has made significant progress during the past year moving the
Counterproliferation Initiative from policy formulation to operative implementation throughout many
functions of the Department and other agencies of the U.S. government. Much work remains, and DoD is
continuing to identify potential response measures to prepare for the dangers stemming from the
proliferation of weapons of mass destruction (WMD).

BACKGROUND

The Defense Counterproliferation Initiative is part of the reorganization of forces and plans after the Cold
War and therefore is best understood in context with the Bottom-Up Review (BUR). As a result of the
BUR, DoD now focuses its planning on two major regional conflicts (MRCs), conducted nearly
simultaneously, rather than on global war with the Soviet Union centered on the defense of Europe. As
DoD's understanding of these MRCs developed, it became clear that there was a very high probability that
aggressors would threaten, wield, or use WMD. Earlier assumptions that conflicts not involving the
Soviet Union would be fought solely with conventional weapons needed to be reviewed and new
guidance issued.

Nuclear, biological, and chemical (NBC) weapons -- collectively weapons of mass destruction -- are no
longer a hypothetical threat in regional conflicts. Almost anywhere the United States is likely to deploy
forces around the world -- Northeast Asia, the Persian Gulf, the Middle East, and Europe -- states are
likely to have WMD. For DoD to do its job in this new era, to reshape its forces for the new world, it
must take seriously this aspect of future conflicts. The American people expect their armed forces to be
ready to win, and the men and women in uniform deserve to have the best equipment and training for all
future conflict, including if opponents resort to WMD. This is what the Counterproliferation Initiative is
intended to do.

The American experience in Operation Desert Storm inspired this work on counterproliferation. Although
U.S. forces performed spectacularly, one can see in Operation Desert Storm the implications of WMD for
defense becoming evident. In each of the categories of weapons of mass destruction, and in missiles, U.S.
forces received a surprise.

First, Saddam Hussein's nuclear weapon program was farther along and of a different technical character
than was thought before the war, although not yet to the point where he had enough fissile material for a
bomb. Second, Hussein had a large stock of chemical weapons, had already used them in a war, but did
not use them against the coalition forces in Operation Desert Storm. His reasons for non-use must be
understood. The third surprise has to do with biological weapon threats. Saddam Hussein was known to
have certain biological weapon facilities, but U.S. forces did not understand fully how to destroy them
while minimizing collateral contamination. The next conflict cannot be fought without the answers to
these important questions. Finally, Irag's Scud missiles had a significant political impact during the
conflict on Irag's neighbors and their likelihood of entering the war or being drawn into the conflict. Even
though the military impact of the Scuds was minimal, the United States must be better prepared to defend
against missiles the next time.

In spite of Irag's rudimentary arsenal of WMD, each area mentioned above delivered an unpleasant
surprise. U.S. forces must not be caught unaware again; they deserve the best efforts to ensure that they
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are not. The Counterproliferation Initiative addresses the role of WMD in major regional conflicts and is
therefore an essential part of preparing U.S. forces for future conflicts.

Although the counterproliferation effort grew out of experiences with the potential military consequences
when states acquire WMD, the first priority remains to prevent the proliferation of WMD. Where
proliferation is successfully prevented, the operational consequences for forces of threatened or actual
WMD use are negligible. Military preparations complement and support prevention efforts in two ways.

First, defense preparations for WMD use make clear to potential proliferators that nuclear, biological, and
chemical weapons are not the Achilles' heel of otherwise superior U.S. conventional forces, nor will an
aggressor with WMD be able to deter the application of U.S. military power. To the extent that states seek
to develop WMD to gain some degree of leverage over the United States and its allies, the results of the
Counterproliferation Initiative should lessen their motivation to proliferate.

Second, as understanding of the military consequences of WMD improves, prevention policies become
better focused on those issues and items of greatest military significance. For example, in the field of
export controls, DoD's military and technical expertise make an important contribution to judgments as to
the military significance of a particular export.

As these examples make clear, counterproliferation is able to build on proliferation work the Department
has been involved in for some time in the context of an East/West conflict with the Soviet Union.
Similarly, DoD has been a strong, active, long-time participant in U.S. efforts to prevent proliferation
through diplomacy. The handling of the nuclear challenge from North Korea provides just one example.
The Department's paramount concern in this critical region was the halting of the existing North Korean
nuclear program, poised last June to leap forward in its production of weapons-grade plutonium. Under
the Framework Agreement now in place, North Korea has halted and must eventually dismantle its
nuclear weapons-related program, and comply fully with the Nuclear Non-Proliferation Treaty (NPT) and
International Atomic Energy Agency (IAEA) full-scope safeguards. Unfortunately, in other cases the
experience with Irag shows both that dedicated states can break through prevention barriers, and that U.S.
forces need to be better prepared.

CONCEPTUAL FRAMEWORK FOR COUNTERPROLIFERATION

To be successful, DoD's support for government-wide prevention efforts and its drive to improve
protection capabilities must be applied across a range of possible responses to proliferation. This
demonstrates a fundamental aspect of an effective strategy to grapple with proliferation -- it requires the
consistent, integrated application of the entire range of possible responses at the government's disposal.

For illustrative purposes, the range of possible government responses can be summarized as follows:

o Dissuasion to convince non-WMD states that their security interests are best served through not
acquiring WMD.

e Denial to curtail access to technology and materials for WMD through export controls or other
tools.

e Arms control efforts to reinforce the Nuclear Non-Proliferation Treaty, the Biological and
Chemical Weapons Conventions, nuclear free zones, conventional arms treaties that stabilize
arms races, confidence and security building measures, and Anti-Ballistic Missile Treaty
clarification efforts to allow deployment of advanced theater missile defenses.
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e International pressure to punish violators with trade sanctions to publicize and expose companies
and countries that assist proliferators, and to share intelligence to heighten awareness of the
proliferation problem.

o Defusing potentially dangerous situations by undertaking actions to reduce the threat from WMD
already in the hands of selected countries -- such as agreements to destroy, inspect, convert,
monitor, or even reverse their capabilities.

o Deterring use by retaining the military, political, and economic capacity to retaliate against those
who might contemplate the use of WMD, so that the costs of such use be seen as outweighing the
gains.

o Military capabilities to be prepared to seize, disable, or destroy WMD in time of conflict if
necessary.

e Defense capabilities, both active (theater missile defenses (TMD)) and passive (protective gear
and vaccines), that will mitigate or neutralize the effects of WMD and enable U.S. forces to fight
effectively even on a contaminated battlefield.

ONE YEAR'S PROGRESS

The first year of the counterproliferation policy initiative has produced progress in several areas of
defense activity, including acquisition planning, budgeting, military planning, international cooperation,
and support to arms and export control regimes. As is essential with all new initiatives, the right balance
has been struck between thorough, step-by-step planning and early action to remedy long identified
shortfalls. A comprehensive review of the military issues related to counterproliferation has been
completed to ensure that all aspects of the issue -- from weapon systems to logistical support -- are
assessed. At the same time, several acquisition programs already in the pipeline have been augmented
with modest funding to remedy known shortfalls. While much work is yet to be done to ensure that
counterproliferation is fully integrated throughout the Department, there have been several important
achievements to date.

The Nonproliferation/Counterproliferation Program Review Committee

The Deputy Secretary of Defense led an interagency study of nonproliferation and counterproliferation
activities as Chairman of the Nonproliferation/Counterproliferation Program Review Committee (NPRC).
This was in accordance with Section 1605 of the FY 1994 National Defense Authorization Act in which
Congress identified eight functional areas for study:

Intelligence.
Counterforce capabilities.
Battlefield surveillance.
Inspection support.
Passive defense

Export control support.
Active defense.
Counterterrorism.

The NPRC identified 16 priority technologies and programs with the greatest potential for making
contributions to U.S. nonproliferation and counterproliferation capabilities. Generally, these efforts
emphasize seven areas:

o Detection and characterization of biological and chemical agents.
o Detection, characterization, and defeat of hard underground targets.
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o Detection, location, and neutralization of WMD inside and outside the United States.

e Development and deployment of additional passive defense capabilities for U.S. forces, including
development and production of biological agent vaccines.

o Collection and analysis of intelligence.

e Support for WMD-related arms control measures.

e Missile defense capabilities.

The Executive Branch has established two committees to continue the research and development (R&D)
program review process. The Senior Standing Committee on Nonproliferation and Export Controls will
operate as an executive committee of the National Security Council's Interagency Working Group (IWG)
on Nonproliferation and Export Controls. The Nonproliferation and Arms Control Technology Working
Group will report to the relevant policy IWGs and to the Committee on National Security within the
National Science and Technology Council structure. Congress also directed DoD to lead a follow on,
interagency Counterproliferation Program Review Committee, composed of the Secretary of Defense, the
Secretary of Energy, and the Director of Central Intelligence, to continue the work of the NPRC, but with
a scope limited to identifying priority counterproliferation technologies and programs, which will report
in May 1995 and 1996.

Counterproliferation Acquisition Funding for FY 1995

DoD has a humber of programs and activities currently underway that are either unique to the
counterproliferation mission or are strongly related. Unique activities include detection of NBC hazards,
characterization of NBC targets, and defeat of tactical ballistic missiles and aircraft carrying NBC
weapons. Strongly related activities include application of surveillance assets, such as unmanned ground
sensors, to perimeter monitoring. As part of the NPRC report, DoD determined that for FY 1995, the
Department has budgeted $522.1 million for unique programs and activities, and another $1.9 billion for
strongly related programs and activities.

Taking into account current programs and activities, the NPRC nevertheless determined that there were
high priority shortfalls in DoD's operational capability to implement its counterproliferation mission and
identified priority efforts totaling approximately $295 million. DoD, however, could only fund $80
million for counterproliferation programs in the first year of the FY 1996-2001 Program Objective
Memorandum (POM) and approximately $556 million over the POM's six years. These programs, current
and planned, are an essential contribution to ensuring that DoD is fulfilling its responsibility to the
American people to have the best prepared forces in the world for any and all future conflicts.

For FY 1995, Congress authorized $60 million for DoD counterproliferation programs. This money will
be used to accelerate top priority DoD programs in the areas identified in the NPRC report and prioritized
by the Joint Warfighting Capability Assessment (JWCA) for deterrence/counterproliferation. It will be
managed according to an execution plan that identifies specific objectives to be achieved, products to be
provided, schedules for achieving objectives and providing products, and year-by-year funding
allocations for each specific project. These programs are:

o Detection and characterization of chemical/biological agents. This initiative will accelerate
fielding of standoff and point detection and characterization systems by up to six years. It will
also address integration of these sensors into existing and planned carrier platforms, emphasizing
man-portability and compatibility with unmanned aerial vehicles.

e Detection, characterization, and defeat of hard, underground structures. This program promotes
new capabilities including advanced sensors, enhanced lethality, and penetrating weapons to
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address the need for better probability of target defeat, while minimizing collateral effects and
advanced targeting and strike planning aids.

e Detection, location, and neutralization of WMD inside and outside the United States. This
program will enhance U.S. capabilities to defend against paramilitary and terrorist WMD
threats/use. This will include identification and evaluation of systems, force structure, and
operational plans to protect key military facilities and logistics nodes. It will also provide for joint
training exercises to enhance U.S. overall ability to respond to potential biological/chemical
weapon threats and to improve readiness.

e Development and deployment of additional passive defense capabilities for U.S. forces. This
program develops and fields improved protective suits, shelters, filter systems, and equipment
two to five years faster than presently programmed. It also restores funding to the technology
base supporting research of improved decontamination methods.

New Counterproliferation Missions and Functions for the Military

The Chairman of the Joint Chiefs of Staff (CJCS), at the request of the Deputy Secretary, conducted a six-
month review of the missions of the Commanders in Chief and functions of the armed services in support
of the counterproliferation policy and will soon present several recommendations to the Secretary. To
guide his study, the CJCS issued terms of reference for counterproliferation activities to combatant
commanders that cover situations where the military might be called upon to support U.S. policy. The
study addressed how the Services organize, train, and equip their forces to support the
counterproliferation policy and missions, responsibilities, and force structure of each combatant
command.

Improved Intelligence Support for Counterproliferation

Effective intelligence support is central to all aspects of the DoD counterproliferation effort, and the
Intelligence Community continues to respond to meet new needs for operation-specific products. The
Non-Proliferation Center (NPC) -- the focal point in the Intelligence Community of the collection and
analysis of intelligence related to proliferation -- now has a Deputy Director for Military Support in
recognition that one of the its important tasks is supporting military needs, in addition to its traditional
work in support of diplomatic nonproliferation efforts. Toward the same goal of greater emphasis on
support to the military, DoD has tripled the number of personnel it assigned to the NPC. Correspondingly,
the Defense Intelligence Agency is also ensuring that appropriate attention is given to military
intelligence for countering WMD.

International Cooperation

The Department has been working with America’s long-time allies in Europe and with Japan to develop a
common approach on counterproliferation. Following President Clinton's emphasis at the January 1994
Summit on the danger to NATO from proliferation of WMD and the initiative launched by allied leaders,
DoD has made significant progress toward integrating a counterproliferation policy into the new, post-
Cold War agenda of the alliance.

In May 1994, NATO approved two milestone documents: a political framework paper structuring the
broad political-military approach of the alliance to proliferation, and a three-phase work plan for the
Defense Group on Proliferation (DGP) to address the defense implications of proliferation. The DGP is
co-chaired by the United States and one of the European allies (currently France) on a rotating basis.
Having assessed the risks posed by WMD proliferation to the alliance, the DGP will now begin work on
its second phase -- grappling with the operational implications of WMD use for alliance military
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capabilities. The DGP's work in assessing proliferation risks to NATO is an important part of NATO's
continuing adaptation to the new security environment. While diplomatic efforts to prevent proliferation
remain NATO's primary goal, NATO must also ensure that it has the range of capabilities needed to
discourage WMD use and to counter, if necessary, threats to NATO populations, territory, and forces.
Political-military uncertainties and future technological trends related to WMD will inform NATO's
decisions today about needed future capabilities. NATO is concerned about the continuing risks of illicit
transfers of WMD and related materials, growing proliferation risks on NATQO's periphery, and the role of
suppliers of WMD-related technology to states on NATO's periphery.

The NATO work clearly shows that the United States is not alone in its concerns for the defense
dimension of proliferation. The alliance remains relevant and forward-looking on military topics central
to its core mission of collective defense, and demonstrates the continued interest of the European allies in
cooperative transatlantic security with the United States.

The Government of Japan also has recognized the growing danger from attacks with missiles armed with
WMD warheads, the need to strengthen the defensive capabilities of U.S. and Japanese forces, and the
necessity of maintaining capabilities for combined joint operations. To meet this threat, the United States
and Japan are working to identify the TMD capability Japan will need and to evaluate options for
acquiring that capability in future years, including opportunities for cooperative programs.

Status of the Chemical Weapons Convention

Opened for signature on January 13, 1993, the Chemical Weapons Convention (CWC) currently has 159
signatories and will enter into force 180 days following deposit of the 65th ratification with the United
Nations (22 countries have ratified to date). The CWC bans the use, development, production, acquisition,
stockpiling, and transfer of chemical weapons. Since February 1993 and until entry into force (EIF), the
CWC Preparatory Commission (PrepCom) is meeting to complete the details necessary to have the
Organization for the Prohibition of Chemical Weapons (OPCW) fully operational at EIF. DoD has
participated actively throughout this PrepCom process, providing a full range of experts on numerous
CWC implementation issues 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 nonstockpile items (former production facilities, training weapons, and so forth) covered by the CWC.

Counterproliferation Education

In addition to developing a counterproliferation policy throughout the Department, work is ongoing to
ensure that future senior military officers arrive at assignments well grounded in the defense implications
of proliferation and DoD counterproliferation policy. In this regard, the Center for Counterproliferation
Research was established at the National Defense University (NDU) in April 1994 with a mission to
educate senior military officers on the new dangers from proliferation and the DoD role in responding
through counterproliferation. The Center also will support policy work in the Department through
research and analysis of specific proliferation threats. The Center was instrumental in developing a major
international conference at NDU in November that brought the counterproliferation issues and U.S. policy
to a wide audience.

STRENGTHENING NONPROLIFERATION REGIMES

The Department is continuing to tailor its contribution to important nonproliferation regimes, the primary
tools to prevent acquisition of WMD and to promote roll-back of WMD programs. DoD is building on its
traditionally strong participation in the negotiation of and, in some cases, leadership in the
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implementation of arms control and nonproliferation regimes. While DoD shares responsibility for U.S.
policy on international regimes with the State Department, Arms Control and Disarmament Agency, and
others, it has unique technical and military expertise vital to making these regimes effective.

Nuclear Non-Proliferation Treaty

The 1968 Treaty on the Non-Proliferation of Nuclear Weapons establishes certain obligations for both
nuclear weapons and non-nuclear weapons states regarding the transfer, manufacture, or acquisition of
nuclear weapons or other nuclear explosive devices. It allows all parties to participate in the exchange of
equipment, materials, and scientific and technological information for the peaceful uses of nuclear energy.
The Treaty mandates an extension conference 25 years after entry into force (1970) to decide whether the
Treaty should continue in force indefinitely, or be extended for a fixed period or fixed periods. This
conference will take place in 1995. DoD has been represented at all preparatory committee meetings to
prepare for this NPT Extension Conference and is strongly behind the U.S. position to support indefinite
and unconditional extension of the Treaty.

Comprehensive Test Ban Treaty

The President has directed that the United States seek to conclude negotiations in the Conference on
Disarmament on a Comprehensive Test Ban Treaty (CTBT) at the earliest possible time. A CTBT will
strengthen the global norm against the proliferation of nuclear weapons and constrain development of
nuclear weapons capability in proliferant states and the nuclear weapon states. DoD is a key player in
developing U.S. positions in the negotiations.

Biological Weapons Convention

The President has directed that the U.S. promote new measures that provide increased transparency of
potential biological weapons related activities and facilities in an effort to help deter violations of and
enhance compliance with the Biological Weapons Convention (BWC). DoD will participate in the U.S.
delegation to the BWC Ad Hoc Group mandated by the September 1994 BWC Special Conference and
will play 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.

TECHNOLOGY SECURITY AND EXPORT CONTROL

DoD's technology security program is designed to prevent the transfer of dangerous and sensitive
technologies to countries that pose a threat to international security, as well as to ensure that when
technology is transferred it is done in a manner that does not endanger U.S. interests or compromise its
military advantages. In addition to controlling transfers of destabilizing conventional weapons and
associated dual-use technologies, technology security program supports the Department's
Counterproliferation Initiative by preventing transfers that would contribute to the proliferation of
nuclear, biological, and chemical weapons and their delivery systems. The Department also provides
support to law enforcement and intelligence agencies working in activities to prevent the unwarranted
transfer of defense related goods, services, and technologies.

Inhibiting the spread of WMD technologies and countering the threats that may arise from the transfer of
arms and sensitive technologies pose different challenges and require different approaches. While it is
U.S. policy to prohibit and curtail the proliferation of WMD technologies, U.S. policy recognizes that the
sale and export of conventional weapons and technologies is not inherently threatening or destabilizing.
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In fact, appropriate exports of such weapons and technologies can be an integral tool of national security
policy aimed at bolstering the security of allies and friends as well as supporting regional defense
strategies (see Appendix J, Security Assistance). Such exports also serve to support efforts to maintain a
strong and responsive industrial base. The United States recognizes that it is not the only supplier of
conventional weapons and technology; accordingly, it seeks to harmonize its policies and export practices
with other suppliers in order to deny enemies military advantages and to limit destabilizing capabilities in
critical regions where tensions can lead to military conflict.

Overall, the United States will seek to maintain and strengthen controls on so-called chokepoint
technologies; that is, key enabling technologies that are still produced by a limited number of states.
These controls can still have a dramatic effect on slowing the pace of programs and raising their costs.
This contribution is important to the ongoing efforts to focus and strengthen key international export
control regimes like the Missile Technology Control Regime (MTCR), the Nuclear Suppliers' Group
(NSG), and the Australia Group and to create a new international regime to replace the Coordinating
Committee for Multilateral Export Controls (COCOM).

Founding the COCOM Successor Regime

DoD has played a central role in negotiations designed to replace COCOM with a new export control
regime that addresses the new world order. The aim is to provide transparency, responsibility, and
restraint in transfer of conventional arms and sensitive dual-use technologies to countries and regions of
concern including where U.S. and allied forces might face hostile military actions. The regime is intended
to establish basic principles and policies among like-minded states that would be implemented on a
national discretion basis. One example is the United States' desire to deny arms sales to countries of
concern. The regime will enable the United States and other participating countries to better track and
monitor sensitive arms and technology transfers as they occur. This will benefit DoD by providing an
inventory of information on foreign military capabilities that might not otherwise be discernible. This
information is important to military planning for contingencies as well as long-term R&D and weapons
development efforts. Information exchange and consultation on major arms and dual-use technology
transfers to regions of instability build confidence among major exporters and thereby foster greater
cooperation.

This regime is designed to complement and reinforce other export control regimes, such as the NSG, the
Australia Group for chemical and biological material and technology, and the MTCR. Russia and other
formerly COCOM proscribed countries have been given incentives to join the regime, such as greater
access to advanced technologies, provided they meet established norms of behavior. Including these
countries in the regime serves as a means of promoting responsible behavior with respect to control of
sensitive weapons and related technologies. This parallels other DoD efforts, such as Cooperative Threat
Reduction, to address the potential for the spread of WMD, advanced conventional weapons, and
associated sensitive dual-use technologies from Russia and the other states of the former Soviet Union
(FSU).

Missile Technology Control Regime

The only multilateral missile nonproliferation regime, the MTCR, is a voluntary arrangement of 25 states
including the United States, Canada, their major trading partners in Europe, Japan, Australia, New
Zealand, Argentina, and Hungary. The United States strongly supports this regime which seeks to control
exports of equipment and technology -- both military and dual-use -- that are relevant to missile
development, production, and operation.
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Nuclear Suppliers' Group

This group consists of 30 nuclear suppliers and seeks to control exports of nuclear materials, equipment,
and technology, both dual-use and specially designed and prepared. Russia is a member of this group and
therefore bound by its controls, though other former Soviet nuclear republics -- particularly Belarus,
Ukraine, and Kazakhstan -- along with other major suppliers like China and Brazil are not. The United
States views observance of the NSG guidelines by these states as an important means of stemming the
flow of nuclear materials and technologies.

Australia Group

An informal arrangement of 28 industrial countries including the United States, Canada, most of Western
Europe (including the European Union), Japan, New Zealand, and Australia, the Australia Group seeks to
prevent the spread of chemical and biological weapons material and technology. The Group holds
information exchanges and prepares lists of chemical precursors, microorganisms, and related equipment
for member countries to control by export licensing and monitoring. DoD's contribution to U.S.
participation in the Australia Group has paralleled its participation in the negotiation of and the
implementation planning for the CWC.

OTHER TREATY ACTIVITIES

The Department has numerous responsibilities in arms control negotiation, implementation, verification,
inspection and other related activities. Arms control remains one of a growing number of tools by which
U.S. security can be enhanced through cooperative arrangements with other nations.

START I

On December 5, 1994, the first Strategic Arms Reduction Treaty (START I) entered into force, ushering
in a new era in nuclear arms control. START 1 is the first accord that will actually reduce, rather than just
cap, deployed strategic nuclear forces in the United States and the states of the FSU. START | requires a
50 percent reduction in FSU heavy intercontinental ballistic missiles (ICBMs), considered the most
destabilizing strategic systems. START 1 also requires the total number of accountable warheads on each
side to be reduced by over 40 percent, and the number of strategic delivery systems to be reduced by
roughly one-third, from 1990 levels. The treaty further establishes an extensive notification and
inspection regime to assist in verifying compliance. Moreover, as a result of the Lisbon Protocol to
START I and associated documents, Belarus, Kazakhstan, and Ukraine agreed to join the Treaty on the
Non-Proliferation of Nuclear Weapons as non-nuclear weapon states and committed to eliminate all
nuclear weapons and strategic offensive arms from their territories within the seven-year START |
reduction period. START I is thus an historic achievement that will lead to dramatic reductions in nuclear
arsenals.

The history of START | spans three U.S. administrations. Negotiations began in 1982 during the Reagan
Administration, with the primary goal of improving stability in the U.S.-Soviet nuclear balance while
significantly reducing the level of nuclear weapons on each side. The Bush Administration concluded
these negotiations, and the treaty was signed in July 1991. In the aftermath of the December 1991
disintegration of the Soviet Union, the Bush Administration negotiated with the newly independent states
to make START | a multilateral treaty. These efforts culminated in the May 1992 Lisbon Protocol by
which Belarus, Kazakhstan, Russia, and Ukraine became parties to START |. However, because the
Russian parliament ratified START | with the condition that the treaty could not enter into force until the
other three former Soviet states had acceded to NPT as non-nuclear weapon states, START | entry into
force was delayed. During the following two years, the Clinton Administration encouraged these states to
join NPT as quickly as possible. A major achievement in this regard was the January 1994 Trilateral
Statement signed by Russia, Ukraine, and the United States, in which Ukraine agreed to transfer all
nuclear warheads on its territory to Russia for dismantlement in exchange for fuel assemblies for
Ukrainian nuclear power stations. Also as part of this statement, the United States and Russia agreed to
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provide security assurances to Ukraine once Ukraine acceded to NPT and START I entered into force.
The Ukrainian parliament's vote to accede to NPT in November 1994, along with earlier accessions by
Belarus and Kazakhstan, allowed the five START I parties to exchange instruments of ratification in
December 1994 and thus bring the treaty officially into force.

The significance of START | extends beyond the treaty itself, however, since START I laid the
groundwork for additional measures to reduce nuclear weapons. The Presidential Nuclear Initiatives of
September 1991 and January 1992, which the Soviet Union and Russia reciprocated to a degree, greatly
reduced deployments of nonstrategic nuclear weapons and curtailed modernization of strategic nuclear
forces. Moreover, the second Strategic Arms Reduction Treaty (START II), which requires even more
far-reaching cuts in U.S. and Russian nuclear arsenals, built upon the existing provisions of START I.

START 11

In January 1993, the United States and Russia signed START 11, which calls for the most sweeping
nuclear arms reductions in history. The treaty requires elimination of destabilizing strategic systems --
heavy and multiple-warhead ICBMs -- and requires each side to reduce its deployed strategic nuclear
warheads to a level of 3,000-3,500. As a result, deployed strategic forces will be reduced by about two-
thirds from pre-START I levels. All reductions and eliminations must be completed no later than January
1, 2003.

In part because START Il is based largely on START I, it was possible to negotiate the former in less
than one year. However, since START Il relies on START | for many implementing provisions, including
the verification regime, START Il could not enter into force without START | being in effect. The recent
entry into force of START I thus opens the way for ratification and entry into force of START II. This
was anticipated at the September 1994 U.S.-Russia summit, where Presidents Clinton and Yeltsin stated
their intention to seek early ratification of START Il (once START I had entered into force) and
expressed their desire to exchange instruments of ratification, thus enabling START Il to enter into force,
at the next U.S.-Russia summit in 1995. The Presidents also agreed to pursue early deactivation of
systems to be eliminated under START I, once it enters into force, as a way to enjoy the security benefits
of the Treaty at an early date.

Conventional Forces in Europe

The Department of Defense continues to play a very active role in the verification and compliance
activities associated with the Treaty on Conventional Forces in Europe (CFE). 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.
In 1994, the On-Site Inspection Agency (OSIA) participated in over 120 inspections under the Treaty in
states of the former Warsaw Pact and escorted foreign teams during five inspections of U.S. forces in
Europe.

Open Skies

DoD is also continuing preparations for implementation of the Open Skies Treaty. The Treaty will permit
participating states to overfly other parties and collect photographic and other specified data, thereby
strengthening stability and cooperative security through increased openness and transparency. The U.S.
Open Skies aircraft, operated by the Air Force and staffed by OSIA have participated in 15 trial flights in
1994, over half including foreign participants.

On-Site Inspection Agency Activities

The On-Site Inspection Agency (OSIA) is a joint-Service DoD organization responsible for U.S.
readiness and implementation of inspection, escort, and monitoring requirements under the verification
provisions of arms control treaties and agreements. OSIA was formed in January 1988 by Presidential
Directive to implement the Intermediate-Range Nuclear Forces (INF) Treaty.
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Under the CFE Treaty, OSIA inspectors have conducted over 130 inspections and, with the support of
NATO allies, witnessed the destruction of thousands of pieces of combat equipment -- tanks, armored
combat vehicles, aircraft, and artillery. Short notice inspections at Russian and U.S. chemical weapons
storage, production, and development facilities under the Wyoming Memorandum of Understanding were
completed in late 1994. OSIA will also support implementation of the Bilateral Destruction Agreement.

The Open Skies Treaty establishes aerial observation rights among the 27 signatories. When it enters into
force, OSIA will lead and manage U.S. teams performing observation duties in Air Force modified
weather reconnaissance aircraft (OC-135B) equipped with optical, video, infrared, and synthetic aperture
radar sensors. OSIA will escort foreign teams flying over the United States.

Preparations for implementation of START I and Il have been thorough. Agency personnel have
conducted roughly 200 mock inspections of 35 Army, Navy, and Air Force facilities, including
submarine, intercontinental ballistic missile, and heavy bomber sites since early 1991. Personnel and
equipment are ready to deploy to Pavlograd, Ukraine, to implement START monitoring provisions.

OSIA is the executive agent for DoD support to the United Nations Special Commission on Iraq
(UNSCOM), pursuant to U.N. Resolutions 687 and 715. OSIA has the authority to task the DoD
components to procure or provide DoD unique equipment, services, facilities, and personnel in support of
the UNSCOM for the purpose of eliminating Iraq's capabilities, vis-a-vis WMD and ballistic missiles with
a range greater than 150 kilometers. Another goal of UNSCOM is to ensure Irag does not reacquire these
capabilities.

OSIA is tasked with the Defense Treaty Inspection Readiness Program (DTIRP). A security and
intelligence countermeasures program, DTIRP provides arms control security awareness training and
services designed to ensure that onsite inspections of U.S. industrial facilities and military installations do
not result in foreign access to nontreaty relevant information.

OSIA has been called upon to provide team leadership and inspection expertise in the latest bilateral
agreements between the United States and Russia involving mutual reciprocal inspections of nuclear
warhead components. This emerging agreement continues the trend of cooperation between both nations
in safeguarding and providing transparency for nuclear components.

Finally, OSIA assists in the implementation of the Cooperative Threat Reduction Program. OSIA
personnel receive, escort, and assist in the delivery of CTR equipment in-country; act as experienced
linguists; and conduct audit and examination activities to confirm that equipment sent to CTR recipients
is used for its intended purposes.

CONCLUSION

DoD's Counterproliferation Initiative has begun to influence the day-to-day business of the Department
and its contribution to U.S. policy on the proliferation of WMD. The policy guidance and goals are clear -
- preventing proliferation and protecting U.S. forces, vital interests, allies, and homeland from opponents
with WMD and missile capabilities. But there are many challenges ahead. In the coming year, DoD will
continue to develop and implement its strategy for new military capabilities to deal with the proliferation
threat. The Department is committed to tailoring its unique contribution of military and technical
expertise to the negotiation and implementation of nonproliferation regimes.
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NUCLEAR POSTURE REVIEW

INTRODUCTION

The Nuclear Posture Review (NPR) represents the nuclear analog to the Bottom-Up Review of
conventional forces, undertaken in 1993 to address the significant changes in the security environment
which face the United States, and the military consequences of those changes. The NPR was the first
review of nuclear policy in the post-Cold War world, the first such review in 15 years, and the first review
ever to include policy, doctrine, force structure, command and control, operations, supporting
infrastructure, safety, security, and arms control. The decisions made in the NPR process allow DoD to
put its nuclear programs on a stable footing after several years of rapid change in the international
environment and in DoD's forces and programs, and at the threshold of a decade of further reductions
called for by the START | and START Il agreements.

Five basic themes of U.S. nuclear strategy emerged from the Nuclear Posture Review:

e First, nuclear weapons are playing a smaller role in U.S. security than at any other time in the
nuclear age. This fact served as a point of departure for the rest of the review. The Bottom-Up
Review and the Counterproliferation Initiative (CPI) are designed to achieve and protect U.S.
conventional superiority wherever American defense commitments require it.

e The second principal finding is that the United States requires a much smaller nuclear arsenal
under present circumstances. Dramatic reductions in U.S. (and, when implemented, former
Soviet) forces from Cold War levels are underway.

e Third, although the security environment has changed dramatically since the end of the Cold War,
there is still great uncertainty about the future, particularly in the New Independent States where
the process of denuclearization and reduction is underway but by no means completed. The
United States must provide a hedge against this uncertainty. Therefore, the NPR stresses
prudence in the face of potential risks while also identifying some new policy departures that
reflect changes in the security environment.

e Fourth, the United States does not have a purely national deterrent posture; it extends the
deterrent protection of its nuclear arsenal to its allies. A very progressive aspect of U.S. nuclear
posture is that it is, in part, an international nuclear posture. The NPR strongly supports continued
commitment to NATO and Pacific allies.

o Finally, the United States will continue to set the highest international standards of stewardship
for nuclear safety and security, command and control, use control, and civilian control.

PROCESS

The Nuclear Posture Review was chartered in October 1993 to determine what the role of nuclear
weapons in U.S. security strategy should be. A 10-month DoD collaborative effort, the NPR was co-
chaired by the Office of the Secretary of Defense (OSD) and the Joint Staff. Working groups were
comprised of representatives from OSD, the Joint Staff, the Services, and the unified commands. The
Deputy Secretary of Defense and the Vice Chairman of the Joint Chiefs of Staff reviewed and directed the
progress of the NPR through issue briefs and the development of a final report, which was presented to
the Secretary of Defense and the Chairman of the Joint Chiefs of Staff. Some decisions relating to the
NPR were raised through the interagency process, including all relevant agencies of the U.S. government,
which had the opportunity to review a wide range of options. The President approved the
recommendations of the NPR on September 18, 1994.

ROLE OF NUCLEAR WEAPONS IN U.S. SECURITY
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The U.S. National Security Strategy states: "We will retain strategic nuclear forces sufficient to deter any
future hostile foreign leadership with access to strategic nuclear forces from acting against our vital
interests and to convince it that seeking a nuclear advantage would be futile. Therefore we will continue
to maintain nuclear forces of sufficient size and capability to hold at risk a broad range of assets valued by
such political and military leaders.” Recent international upheavals have not changed the calculation that
nuclear weapons remain an essential part of American military power. Concepts of deterrence and
survivability must adapt to the new international environment, yet continue to be central to the U.S.
nuclear posture. Thus, the United States will continue to threaten retaliation, including nuclear retaliation,
and to deter aggression against the United States, U.S. forces, and U.S. allies.

Alliance relationships are an important element of U.S. security. Through forward basing and power
projection capabilities, overseas U.S. military presence -- including nuclear capabilities -- helped promote
regional stability, avert crises, and deter war. In recent years, there has been a dramatic reduction in both
the overall size of the U.S. military presence abroad and in the nuclear capabilities deployed overseas. Yet
maintaining U.S. nuclear commitments with NATO, and retaining the ability to deploy nuclear
capabilities to meet various regional contingencies, continues to be an important means for deterring
aggression, protecting and promoting U.S. interests, reassuring allies and friends, and preventing
proliferation. Although nuclear capabilities are now a far smaller part of the routine U.S. international
presence, they remain an important element in the array of military capabilities that the United States can
bring to bear, either independently or in concert with allies to deter war, or should deterrence fail, to
defeat aggression. Thus, the United States continues to extend deterrence to U.S. allies and friends.

CONTEXT: LEAD BUT HEDGE

The Nuclear Posture Review considered the size and role of U.S. nuclear forces in a world in which the
proliferation of nuclear weapons and other weapons of mass destruction, rather than the nuclear arsenal of
a hostile superpower, poses the greatest security risk. One goal for the NPR was to demonstrate U.S.
leadership in responding to that risk. Major reductions in U.S. nuclear weapons are already underway,
confirming the U.S. commitment to a smaller international role for nuclear weapons. Since 1988, the
United States has reduced its nuclear arsenal by 59 percent, and either eliminated, truncated, or never
fielded over 15 nuclear weapons systems. The United States has no new nuclear weapons programs, and
has committed to achieving a Comprehensive Test Ban Treaty, extending its testing moratorium in the
interim. Program changes of this magnitude help set an example of decreasing dependence on nuclear
weapons for military purposes.

U.S. nuclear weapons were for years justified by the potential for a massive conventional attack by the
Warsaw Pact through the Fulda Gap which would overwhelm NATO conventional forces. The decisions
of the members of the Warsaw Pact to dissolve their alliance and the subsequent transformation of the
Soviet Union into independent states removed this potential threat. No equivalent threat to American vital
interests can be identified in the post-Cold War era, and for very few of the existing threats are nuclear
weapons appropriate responses. The NPR sought to adjust and reduce strategic programs to reflect actual
U.S. needs, thereby setting an example for other nuclear powers to consider post-Cold War adjustments of
their own.

Moreover, the CPI has as its central tenet the creation and furtherance of conventional responses to the
threat or use of weapons of mass destruction. Far from inventing new roles for nuclear weapons in
countering WMD, the NPR supports the CPI, because in a potential case of WMD threat or use, senior
political and military leaders must have a wide range of responses -- especially non-nuclear -- from which
to choose. Having the conventional capability to respond to WMD threat or use further reduces U.S.
dependence on nuclear weapons.

These realities make the indefinite extension of the Nuclear Non-Proliferation Treaty (NPT) all the more
important. A failure to codify the reduced role of nuclear weapons in nations' security could result in the
creation of additional nuclear powers -- a clear reduction in the security of all nations. The Posture
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Review sought to demonstrate American leadership by reducing the role of nuclear weapons in U.S.
security. The combination of the large negotiated reductions embodied in the START | and START Il
treaties and the further unilateral reductions recommended by the NPR makes tangible the U.S.
commitment to Article 6 of the NPT, which calls for the nuclear powers to take steps to reduce their
arsenals. Once START Il has been ratified, further negotiated reductions can be considered. The notion,
however, that nations are motivated by U.S. nuclear forces in making decisions about acquiring nuclear
weapons themselves is simply not valid. Potential proliferators are more likely to be driven by concerns
about neighbors' capabilities or the desire for prestige or regional hegemony than by decisions America
makes about its nuclear arsenal. Extending the NPT indefinitely will therefore do far more to improve
individual nations' security than would further declines in superpower weapons stocks.

A major focus of the Nuclear Posture Review was nonstrategic nuclear forces (NSNF) and safety,
security, and use control. The United States decided in the NPR to completely eliminate two out of its
five types of NSNF, and to augment several aspects of nuclear safety and security. These efforts were
discussed with Russian civilian and military leaders in the hope that they would take similar measures to
reduce NSNF and improve nuclear safety, security, and use control. The United States is prepared, under
the Cooperative Threat Reduction program, to cooperate with and support Russia in these endeavors.

Both the United States and the states of the former Soviet Union have acted quickly and responsibly to
ease Cold War tensions. Both sides have decreased their nuclear stockpiles and are eliminating the
weapons which most undermine stability. U.S. and Russian weapons have been de-targeted so that they
are no longer aimed at any country. With U.S. help and financial aid, Russia is moving in the direction of
economic reform and working to consolidate the nuclear arsenal that belonged to the Soviet Union.

These policies have not eliminated the threat posed by the weapons of the former Soviet Union, however.
START I has just entered into force; START Il has not been ratified by either the United States or Russia.
Even after achieving the full reductions called for by both treaties, each side will retain up to 3,500
warheads on strategic offensive systems. While political relations with Russia have changed dramatically
in recent years, the United States must retain a nuclear capability adequate to respond to any challenge.
Further, most of the strategic nuclear weapons remaining in the former Soviet Union still are deployed
and capable of attacking targets in the United States. Russia remains the focus of the Posture Review not
because its intentions are hostile, but because it controls the only nuclear arsenal that can physically
threaten the survivability of U.S. nuclear forces.

A significant shift in the Russian government into the hands of arch-conservatives could restore the
strategic nuclear threat to the United States literally overnight. The removal of weapons located on the
territory of Ukraine, Kazakhstan, and Belarus is still incomplete. Other nations not allied with the United
States either have declared nuclear arsenals or are capable of developing them. With this kind of
instability and uncertainty, the United States must maintain nuclear weapons necessary to deter any
possible threat or to respond to aggression, should deterrence fail.

The NPR called for an affordable hedge in which the approved force structure could support weapons
levels greater than those called for under START Il should major geostrategic changes demand it. This
lead and hedge theme reflects the pragmatic partnership between the United States and Russia, in which
the United States seeks both to cooperate with Russia wherever such cooperation is possible, and to
prepare realistically for possible tensions or disruptions of that relationship.

REDUCTIONS IN U.S. NUCLEAR POSTURE

The deep reductions in nonstrategic and strategic nuclear weapons that have been underway for several
years and will continue under START | and START Il are clear evidence that the United States is
reducing the role that nuclear weapons play in its military posture. Throughout the last several years,
nuclear targeting and war planning have undergone several reviews and adjustments to account for the
decline of the Warsaw Pact and the Soviet breakup, and will continue to change in response to further
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developments in international affairs. In fact, there have been significant changes in the U.S. nuclear
posture since the end of the Cold War:

There are no nuclear weapons in the custody of U.S. ground forces.

Naval NSNF are no longer deployed at sea.

Strategic bombers have been taken off day-to-day alert.

The total U.S. active warhead stockpile has been reduced by 59 percent (79 percent by 2003).
Deployed strategic warheads have been reduced by 47 percent (71 percent by 2003, when
START I and Il are implemented).

e NSNF weapons have been cut by 90 percent, and the NATO stockpile has been cut by 91 percent.
e Nuclear weapons storage locations have been reduced by over 75 percent.

e The number of personnel with access to nuclear weapons has been cut by 70 percent.

The Department also is reducing substantially the worldwide airborne command post fleet -- reflecting the
decline in the likelihood of a superpower confrontation.

Since 1989, the programmatic implications of START I and 11, and the two earlier Presidential Nuclear
Initiatives on U.S. nuclear programs, also have been quite substantial. Program terminations, or systems
that were developed but never became operational, include the small intercontinental ballistic missile
(ICBM), Peacekeeper rail garrison, Lance follow-on, New Artillery Fired Atomic Projectile, Tactical Air
to Surface Missile and Short Range Attack Missile I1. Other programs were truncated, that is systems
were either fielded in fewer numbers than originally envisioned or, in the case of the B-1, will be
converted to conventional-only usage. These truncations include Peacekeeper, B-2, B-1 (which will drop
its nuclear role), Advanced Cruise Missile, and the W-88 warhead. There are also a number of nuclear
systems that were retired from service and never replaced; these include the Artillery Fired Atomic
Projectile, FB-111, Minuteman Il, Lance, Short Range Attack Missile-A, Nuclear Depth Bomb, and C-
3/C-4 Backfit nuclear-powered ballistic missile submarines (SSBN). In all, spending on strategic nuclear
forces, in constant 1994 dollars, dropped from $47.8 billion in 1984 to $13.5 billion in 1994, or 14.0
percent and 5.3 percent, respectively.

STRATEGIC NUCLEAR FORCES

Two basic requirements necessarily guide U.S. planning for strategic nuclear forces: the need to provide
an effective deterrent while remaining within START I/I1 limits, and the need to allow for additional
forces to be reconstituted in the event of a reversal of currently positive trends. The Department must
hedge against uncertainties while recognizing that no new nuclear systems are under development.

The NPR examined a wide variety of options for strategic nuclear force structures, ranging from ones
which increased platforms over those previously planned, to a minimal force that eliminated ICBMs and
reduced the number of SSBNs to 10. The Review examined what force levels were needed to handle the
most stressing case that could develop -- deterring a hostile Russia. The President approved the NPR's
recommended strategic nuclear force posture as the U.S. START Il force. This force will maintain
flexibility to reconstitute or reduce further and assumes that Russia ratifies and implements START II. At
this level, the United States would have adequate weapons to:

o Deter a hostile Russian government by holding at risk a range of assets valued by its political and
military leaders.

e Maintain a strategic reserve force to ensure continued deterrence of other nuclear powers.

e Account for weapons on systems which are not available due to maintenance and overhaul.

The NPR did not change the total number of warheads the United States planned to retain under START
1. However, the Review did identify ways to streamline forces by reducing the number of platforms
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carrying these warheads. As a result of the NPR, U.S. strategic nuclear force structure will be adjusted to
comprise:

e 14 Trident submarines -- four fewer than previously planned -- carrying 24 D-5 missiles, each
with five warheads, per submarine. This will require backfitting four Trident SSBNs, currently
carrying the Trident | (C- 4) missile, with the more modern and capable D-5 missile system.

e 66 B-52 bombers -- down from 94 planned in 1993 -- carrying air-launched cruise missiles
(AGM-86B) and advanced cruise missiles (AGM-129).

e 20 B-2 bombers -- the same number previously envisioned -- carrying gravity bombs.

e 450/500 Minuteman Il missiles, each carrying a single warhead.

In addition, no new strategic nuclear systems are either under development or planned.

The NPR re-examined the concept of a triad of ICBMSs, submarine-launched ballistic missiles (SLBMs),
and bombers as the basis for a strategic deterrent and determined it remains valid for a START Il-size
force. Today, the United States relies on fewer types of nuclear weapon systems than in the past. Hedging
against system failure of a leg of a triad -- either because of technical failure of a delivery platform or
warhead, or technological breakthroughs by potential adversaries -- is a primary reason to retain a triad.
Each leg also has unique characteristics and specific advantages.

SLBMs

Under START II, the SLBM force will provide about half of the 3,000 to 3,500 accountable warheads
that the United States will be permitted to deploy. Because of this increased reliance on the SLBM force
and the continued need for survivable weapons to enhance stability, the NPR determined that the
conversion of four submarines to carry the more modern D-5 missile was appropriate. Conversion of
these four submarines from the older C-4 missile ensures that the U.S. force can remain intact without
danger of age-related problems crippling missiles that would carry 40 percent of SLBM warheads.

The SLBM force, which is virtually undetectable when on patrol, is the most survivable and enduring
element of the strategic nuclear triad. A significant portion of the SSBN force is at sea at any given time,
and all submarines that are not in the shipyard for long-term maintenance can be generated during a crisis.
Moreover, the Trident 1l (D-5) missile -- with its improved accuracy, range, and payload relative to
previous SLBMs -- allows the SLBM force to hold at risk almost the entire range of strategic targets. In
order to have adequate, survivable, at-sea weapons to support deterrence, accountable SLBM warhead
levels need to be maintained close to the START Il limit of 1,750. With the 14 SSBN option selected by
the NPR, the United States will retain a significant capability to hedge against a failure of the START Il
Treaty or unforeseen changes in the world, because the D-5 missile loaded on the Tridents will carry
fewer warheads than the maximum allowed by START Treaty limits. The 14 boat force also maintains
the security of two-ocean basing, further enhancing operational effectiveness and stability.

ICBMs

ICBMs provide the United States a prompt-response capability. START Il requires the downloading of
ICBMs to one warhead, but does not place a sublimit on the total number of single-warhead ICBMs.
Approximately 500 Minuteman I11s will be retained and downloaded to one warhead apiece. ICBMs also
increase the cost ratio to an adversary of attempting a first strike. Retaining approximately 500 single-
warhead Minuteman IlIs provides for a reduced but prudent ICBM force.

Bombers

There is no START |1 sublimit on the number of bombers. Because bombers are dual-capable, they fulfill
two important functions: they serve as an integral part of the U.S. nuclear deterrent, providing a hedge
against a catastrophic failure of either the SSBN or ICBM leg of the triad, and they provide an important
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conventional capability in MRCs; 100 bombers in a conventional role are tasked for MRCs. Retaining 66
B-52s and 20 B-2s will allow the bombers to serve these functions.

NONSTRATEGIC NUCLEAR FORCES

The Nuclear Posture Review affirms that the United States has not only a national deterrent posture, but
an international nuclear posture. Indeed, the United States extends the deterrent protection of its nuclear
arsenal to its allies. Nowhere is this more evident than in the area of NSNF, which are not covered by
START | and START II. For nearly 50 years, the United States has maintained a sizable military presence
in regions deemed vital to American national interests.

Alliance commitments and the unique characteristics of nonstrategic nuclear forces were primary
considerations in the NPR's consideration of what the NSNF force structure should be. The Nuclear
Posture Review considered numerous options, ranging from one more robust than today's structure to
elimination of NSNF entirely. As a result of the NPR, the following decisions were made regarding U.S.
nonstrategic nuclear force structure:

e Eliminate the option to deploy nuclear weapons on carrier-based, dual-capable aircraft.

o Eliminate the option to carry nuclear Tomahawk cruise missiles (TLAM/N) on surface ships.

o Retain the option to deploy TLAM/N on attack submarines (although none are currently
deployed, they could be deployed if needed).

e Retain the current commitment to NATO of dual-capable aircraft based in Europe and CONUS
and the deployment of nuclear weapons (gravity bombs) in Europe.

These NSNF decisions have the effect of permanently eliminating the capability to deploy nuclear
weapons on naval surface ships -- a step that could encourage the Russians to reciprocate -- while
maintaining a nonstrategic nuclear force capable of fulfilling U.S. commitments to allies.

COMMAND, CONTROL, COMMUNICATIONS, AND INTELLIGENCE

Nuclear-related command, control, communications, and intelligence (C°I) and operations have
undergone dramatic changes since the end of the Cold War. For example:

Strategic bombers are off alert.

ICBMs and SLBMs have been de-targeted.

U.S. command post structure has been reduced.

The operating tempo of the worldwide airborne command post structure has been reduced. The
National Emergency Command Post, formerly used only for a nuclear role, is now the National
Airborne Operation Center and is available to the Federal Emergency Management Agency for
civil emergencies.

e Systems endurability requirements have been reduced by two-thirds.

o The C® portion of the DoD strategic nuclear budget has been reduced from $3.4 billion to $2.1
billion.

Nevertheless, to maintain viability, the C*I structure must maintain capability to carry out key missions:
early warning; threat assessment; connectivity of the National Command Authority; dissemination of
emergency action messages for the launch of nuclear forces, if necessary; and safe, secure force
management. With these considerations in mind, the NPR made the following decisions regarding
strategic C°I:

e Continue adequate funding of critical programs.
e Correct existing/projected communication system and tactical warning/attack assessment
deficiencies.
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e Support intelligence systems which provide timely information and threat characterization and
warning indicators.

INFRASTRUCTURE

In order to maintain a streamlined and adjusted nuclear posture, DoD must sustain the infrastructure to
support U.S. nuclear forces. The Nuclear Posture Review focused its examination of the nuclear
infrastructure on two key areas: the industrial base for strategic missiles, reentry systems, and guidance,
as well as for bombers; and support by the Department of Energy (DOE), which is responsible for
producing and maintaining nuclear weapons for the Department's systems. The NPR made the following
infrastructure recommendations:

e Replace the guidance system and re-motor those Minuteman Ills which are retained.

e Continue D-5 production past 1995 to maintain the strategic ballistic missile industrial base (this
is a secondary advantage of backfitting the 14 SSBNs to be retained with the D-5 missile).

e Fund the sustainment of the guidance and reentry vehicle industrial base.

e With regard to bomber infrastructure, no specific funding was found to be necessary, since
Stealth and commercial aircraft should keep the industrial base healthy.

e Provide the Department of Energy -- the supplier of nuclear weapons -- with DoD's requirements:

o Maintain nuclear weapon capability (without underground nuclear testing).

o Develop a stockpile surveillance engineering base.

o Demonstrate the capability to refabricate and certify weapon types in the enduring
stockpile.

o Maintain the capability to design, fabricate, and certify new warheads.

Maintain a science and technology base needed to support nuclear weapons.

o With regard to the tritium supply to support weapons (as specified annually by the
Department of Defense in its Nuclear Weapons Stockpile Memorandum), DoD and DOE
must decide on a source and a production program. In order to have an upload hedge in
case events require it, an accelerated decision will be needed.

o No new-design nuclear warhead production is required.

o

SAFETY, SECURITY, AND USE CONTROL

The safety, security, and use controls of nuclear weapons are the solemn responsibility of those nations
which possess them. The United States sets the highest international standards for the safety, security, and
responsible custodianship of its nuclear arsenal. The dramatic force reductions which already have taken
place since the end of the Cold War -- U.S. strategic warheads have been cut by 59 percent since 1988;
nonstrategic nuclear forces have been cut by 90 percent -- have contributed greatly to the increased safety
and security of U.S. nuclear weapons. As a result of these reductions, nuclear storage sites have been
reduced by 75 percent. The Nuclear Posture Review concerned itself with maintaining the U.S. lead role
in nuclear safety and security issues.

The NPR thoroughly reviewed the recommendations of the Fail-Safe and Risk Reduction (FARR)
Commission of 1992 and determined that the vast majority of them had been implemented or were well
underway. Among the FARR recommendations the NPR singled out for continued implementation were:

e Completing the Trident Coded Control Device (CCD) in 1997, providing for system-level CCDs
or permissive action links (PALS) on all U.S. nuclear weapons by 1997.

e Seeking alternatives to those recommendations that a test moratorium may preclude (for example,
protection equivalent to Category F PAL on all new weapons).
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The Department of Defense also will re-institute a regular and realistic nuclear procedures exercise
program, with participation by senior DoD civilian and military leadership, to ensure thorough
understanding of nuclear procedures by this nation's nuclear stewards.

THREAT REDUCTION AND COUNTERPROLIFERATION INITIATIVES

The Nuclear Posture Review made adjustments to the U.S. nuclear posture unilaterally. They are
consistent with, but are not required by, any new arms control agreements. There remains hope for Russia
to undertake a comparable review, and to make similar adjustments in its strategic force plans,
nonstrategic force plans, and ways of ensuring safety, security, and use control. When President Yeltsin
came to Washington to meet with President Clinton in September 1994, they had the opportunity to
discuss these adjustments, which were made possible in great measure by the new security relationship
with Russia -- pragmatic partnership.

At the Summit, the Presidents made important progress on a number of arms control issues and, in fact,
took steps down the road of further reductions and increased cooperation on nuclear issues. The
Presidents confirmed their intention to seek early ratification of the START Il Treaty, once the START |
Treaty enters into force, and expressed their desire to exchange START 11 instruments of ratification at
the next U.S.-Russia Summit meeting. Once START Il is ratified, the Presidents agreed to begin
immediately to deactivate all strategic delivery systems to be eliminated under START Il. The Presidents
also instructed their experts to intensify their dialogue to compare conceptual approaches and to develop
concrete steps to adapt the nuclear forces and practices on both sides to the changed international security
environment, including the possibility, after ratification of START II, of further reductions and
limitations on remaining nuclear forces.

In this uncertain environment, traditional arms control concerns of the past are augmented by the more
urgent issues of security and control of key elements of the nuclear complex, particularly the warhead,
warhead component, and weapon fissile material stockpiles. The potential for loss or theft of fissile
material or nondeployed nuclear warheads is a real risk to U.S. security. As such, there is merit in
exploring, together with the Russians and others, initiatives that would reduce this risk.

CONCLUSION

In the Nuclear Posture Review, the Department of Defense has struck a prudent balance between leading
the way to a safer world and hedging against the unexpected. In the post-Cold War environment, the
United States continues to require a nuclear deterrent. The strategic triad has been streamlined and
adjusted, as have nonstrategic nuclear forces, to account for the reduced role nuclear weapons play in U.S.
national security. Major force reductions and cost savings are already underway, leading to a smaller,
safer, and more secure U.S. nuclear force.
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ECONOMIC SECURITY -- NEW WAYS OF DOING BUSINESS
AT DEFENSE

INTRODUCTION

The end of the Cold War has brought dramatic changes to the Department of Defense's relationship with
the national and world economies. With changes in military missions and sharp reductions in defense
spending, the Department must rely on the broader commercial world. Defense can no longer rely solely
upon defense-unique industries and capabilities to equip its forces. Economic security has become a vital
issue for the Department in recognition that a strong military requires a robust commercial and defense
industry.

The Department is determined to respond effectively to this new environment and is adjusting its policies
accordingly. It has initiated new ways of doing business with the business community, with other
governments, and in its own operations. In each case, DoD is changing policies and programs to ensure
both national and economic security and guarantee that the military continues to be ready for meeting
future threats.

DOD -- ASMALLER CUSTOMER, CHANGING NEEDS

During the Cold War, DoD developed leading-edge technologies and industrial capabilities to meet
Defense's unique requirements. Any commercial applications were incidental to meeting national security
needs.

Today, the Department finds itself in an entirely new environment. First, it is a smaller customer. Defense
budgets have declined dramatically in recent years. Second, many leading-edge technologies that will be
critical to success on future battlefields (electronics, computers, information processing, and
communications) come from the commercial sectors of the economy.

As a result, the Department can no longer afford to rely solely upon defense-unique capabilities. To
continue to provide the 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. In
developing new systems, DoD must look to commercial markets. The Department will develop military-
unique capabilities only after it has determined that commercial capabilities will not meet its
requirements. Commercial markets are international 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 and friends.

THE DEFENSE INDUSTRY RESTRUCTURES

Although reductions in the defense budget have sharply reduced defense industry sales, defense
contractors have generally remained profitable, in part by restructuring and consolidating. Restructuring
and consolidation are normal and traditional business responses to declining demand. Industrial
restructuring often includes reducing the size of factories, closing some factories that are no longer
needed, merging divisions and operations, and cutting corporate workforces. Recent examples of industry
consolidation include Northrop merging with Grumman and Loral's purchase of IBM's Federal Systems.
These steps result in short-term costs for the companies, but much greater long-term operating and
overhead savings. The final result is lower costs to DoD.

DEFENSE RESPONDS -- NEW WAYS OF DOING BUSINESS WITH BUSINESS

DoD recently submitted to Congress a report describing its processes for addressing industrial issues and
identifying progress that has been made to date. The report, entitled Industrial Capabilities for Defense,
analyzes the changed environment for Defense, and discusses the Department's new efforts to respond
accordingly. Key findings in the report focus on:
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Achieving acquisition reform.

Increasing the emphasis on dual-use and commercial technologies.
Encouraging rationalization of the defense industry.

Recognizing commercial imperatives.

Improving communication with the business community.

Achieving Acquisition Reform

The Department's efforts to realign the acquisition process to reduce the use of military-unique
specifications and standards 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
efforts are described in detail in the chapter on Acquisition Reform.

Taking Advantage of Commercial and Dual-Use Products and Processes

An essential issue discussed in the industrial capabilities report is the Administration's dual-use
technology policy. The fundamental objectives are:

e To break down the barriers between the commercial and defense industries.

e To realize the benefits of civil-military integration in both research and development (R&D) and
manufacturing.

e To increase the pace of innovation in defense systems.

e To reduce the cost of such systems.

The strategy for achieving these objectives consists of three pillars: insertion of commercial technology
into defense systems, integration of defense and commercial production, and increased R&D of dual-use
technologies.

The Flat Panel Display (FPD) Initiative is an example of the dual-use technology policy at work. Its goals
are to support research and development of FPDs for defense use, to encourage U.S. industry investment,
and to foster market development. DoD has made substantial investments in FPD technology over the last
five years, and implementation of the initiative will help ensure that the U.S. FPD production base
becomes a stable, reliable industrial asset serving both the Department and commercial markets providing
early, assured, affordable access to this vital technology for meeting defense needs.

Another example is the National Shipbuilding Initiative (NSI). The NSI's objective is to ensure near-term
commercial survival in the international shipbuilding market and long-term industry viability with
continuous product and process improvement. The NSI is achieving these objectives by removing
unnecessary regulatory barriers, offering R&D resources, and providing financing to domestic
shipbuilders. Finally, the Department is issuing an overall Dual-Use Technology Plan which outlines and
guides the process for identifying critical dual-use areas, analyzing critical technological and industrial
issues in these areas, and formulating and implementing specific action plans.

Encouraging Industry Restructuring

The Department must encourage much needed rationalization in the defense industry. Nonetheless, while
consolidations and restructuring may create efficiencies that benefit the Department, they also pose
challenges that require DoD's active attention and involvement.

Consolidation entails the risk that DoD will lose the competition that encourages defense suppliers to
reduce costs, improve quality, and stimulate innovation. Therefore, DoD is improving its review of
proposed mergers, acquisitions, and joint ventures to ensure full consideration of the tradeoffs and risks
involved. Over the last 20 years, DoD has not actively participated in antitrust reviews carried out by the
Federal Trade Commission (FTC) and the Antitrust Division of the Department of Justice, and did not
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take formal positions supporting or opposing mergers. Given recent changes in the defense industry, the
Department is committed to playing a more active role.

In 1993, the Department chartered the Defense Science Board Task Force on Antitrust Aspects of
Defense Industry Consolidation to advise the Department on how to meet these challenges effectively.
The Task Force, which issued its report in April 1994, concluded that while competition among firms in
the defense industry is significantly different from competition among firms in other sectors of the
economy, the current Antitrust Merger Guidelines are flexible enough to take the special circumstances of
defense industry downsizing into consideration.

DoD is committed to developing its own views concerning the national security implications and
competitive aspects of selected transactions, and to communicating those views more effectively to the
Justice Department and the FTC. The recent letter from the Deputy Secretary of Defense to the FTC on
the proposed merger of the Lockheed Corporation and the Martin-Marietta Corporation illustrates the
extensive assessments that the Department will undertake. DoD's concerns include cost savings;
preservation of essential research, development, and production capabilities; preservation of a core of
skilled personnel; and assurance of efficiency and quality within the defense industry.

Although restructuring and consolidation can save the Department and U.S. taxpayers billions of dollars,
in some instances they will first require the Department to share in restructuring costs. The Department is
establishing procedures to allow such costs if they will produce savings for Defense and the U.S.
taxpayer. These costs are not allowed unless and until the Department determines that the benefit to U.S.
taxpayers outweighs the expense. Not allowing companies to be reimbursed for restructuring costs would
discourage them from undertaking restructuring efforts at all, which would result in higher costs to DoD
and thus to U.S. taxpayers.

Recognizing Commercial Imperatives

The Department recognizes that changes in both U.S. national security posture and economic position
require a fresh look at the commercial requirements of defense suppliers. One example is in export
control regimes and processes. In 1993, the Administration led the effort to establish higher thresholds for
export controls on computer products due to the advances in technical performance that had become
commonplace in this rapidly changing industry. The lower threshold did not contribute to U.S. security,
because computer systems with these levels of performance had become available worldwide, while the
low level of control thresholds impaired U.S. exports in this industry. In 1994, working with the
Departments of State and Commerce, DoD helped develop an Administration proposal to amend the
Export Administration Act and improve and streamline the export control process as a whole. DoD is also
an active participant in the Administration's ongoing review of conventional arms transfer policies. In
each instance, the Department is working to reconcile and integrate economic and industrial concerns
with its long-standing goal of preventing weapons proliferation.

A New Dialogue -- Better Communication with the Business Community

The Department is striving to enhance communication with the business community. DoD requires a
better understanding of industry's views to ensure that it continues to supply the armed forces with
military systems of unquestioned technological superiority during this period of dramatic changes.

To this end, DoD has revised and restructured the Defense Policy Advisory Committee on Trade. DoD
has also drawn on the capabilities of the Defense Science Board to provide advice on defense business
issues. Finally, the Department is committed to more consultation with industry, through both formal and
informal channels.

RECOGNIZING ESSENTIAL INDUSTRIAL CAPABILITIES

While the Department recognizes the need to change the way it conducts business, it will be careful not to
allow the loss of essential capabilities in the process. DoD is developing the ability to identify, analyze,
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and when necessary, act to preserve essential capabilities. These include specialized equipment and
facilities, skills, and technological knowledge. Some capabilities required for national defense are
defense-unique -- they have no commercial counterparts and must depend upon defense markets for
survival (for example, building nuclear-powered submarines and the production of most ammunition). As
procurement shrinks, DoD must take appropriate action to ensure the preservation of key industrial base
sectors.

For several years, DoD has been concerned with the effect of reduced defense procurements upon
essential industrial capabilities. In cases where essential capabilities were threatened with unacceptable
risks, DoD has taken action. Maintaining production of SSN- 21 Seawolf and development of the New
Attack Submarine and upgrading the Abrams main battle tank to the M1A2 configuration are prime
examples of such actions. DoD will continue to take action when necessary.

However, DoD neither can nor should seek to preserve every company that supplies defense. The
Department's goal must be to preserve capabilities. Many suppliers, faced with smaller orders, have
claimed that defense production is no longer profitable and have threatened to cease production. Given
the many demands on a reduced defense budget, the Department can afford to support only those
industrial capabilities that are both essential to defense and genuinely at risk. This requires more frequent
and more careful assessment skills by DoD. Therefore, DoD is developing organizations and policies that
will ensure consistent analysis of industrial capabilities.

New Organizations

The Department of Defense has reorganized in order to focus attention on industrial capabilities and
related issues. In some cases, existing operations have been changed; in others, new ones have been
established.

As part of the Office of the Secretary of Defense, the Department established an Assistant Secretary of
Defense for Economic Security (ASD(ES)). The ASD(ES) is responsible for setting DoD policy in the
areas of industrial affairs, dual-use technology, and international cooperation programs. The office also
has oversight responsibility for installations, base realignment and closure (BRAC), and community
economic adjustment. The ASD(ES) works with and provides guidance to the Military Services in these
areas, and serves as a liaison to private industry, the White House National Economic Council, the
Departments of Treasury and Commerce, and other economic agencies within the Executive Branch.

In addition, the Department established the new office of the Deputy Under Secretary of Defense for
Acquisition Reform (DUSD(AR)). The DUSD(AR) is responsible for streamlining and improving DoD's
acquisition system. The DUSD(AR) is supported by the DoD Acquisition Reform Senior Steering Group,
whose members are responsible for the full spectrum of acquisition matters confronting the Department.

In April 1994, the Deputy Secretary of Defense established the Defense Industrial Base Oversight
Council. The Council integrates responsibilities, processes, and functions that previously were fragmented
throughout the Department. Acting as a management board of directors, the Council provides guidance
for, and high level oversight of, an extensive Industrial Base Review (discussed below). The ASD(ES)
acts as the Council's executive secretary.

The Industrial Base Review

In directing the creation of an Industrial Base Review, the Department recognized the need for an overall
review of DoD programs and policies concerning industry. The Review is focusing senior management
attention on the Department's current programs and practices, on different methods, guidelines and
models for conducting analyses, and on the development and implementation of new policy and program
initiatives.

The Department's goal is to integrate the organizations and processes that address industrial capabilities
into its existing budget, acquisition, and logistics processes. To date, the Department has been engaging in
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such analysis on an ad hoc basis. The new organizations and the Industrial Base Review are designed to
ensure that systematic analysis of industrial capabilities is a key part of the DoD's everyday
decisionmaking.

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.
Deploying forces in cooperation with those of other countries place a high premium on interoperability --
ensuring that U.S. systems are compatible with allied systems.

This new emphasis on interoperability, to include 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. Thus, the United States and its allies are challenged to do more with fewer resources, and
interoperability provides needed leverage.

International cooperative efforts offer a real chance to enhance interoperability, stretch declining defense
budgets, and preserve local 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, and the continuing
cooperative efforts under the NATO Airborne Warning and Control System (AWACS) program and in
theater missile defense. The Department is now working with allies in Europe and Asia to explore new
possibilities.

As DoD takes greater advantage of the opportunities in international cooperation and commerce, it is
continuing to focus on the risks of weapons proliferation. DoD has worked to ensure that agencies
understand the likely nature and extent of impacts on industry that different arms transfer policies might
have, and that these are taken into account in the new conventional arms transfer policy. Through this
process, the resulting U.S. arms transfer policy can place appropriate weight on industrial capabilities,
while maintaining an overall focus on the long-standing national security and foreign policy objectives
that are at the heart of arms transfer policy.

NEW WAYS OF DOING BUSINESS WITHIN DOD

The Department is undertaking several initiatives to restructure the way it conducts business to give
greater recognition to economic and commercial imperatives. Depot maintenance and base closures are
two areas that highlight changes underway.

Depot Maintenance

The Department has put in place a core depot maintenance policy to help quantify its infrastructure
requirement for depot maintenance. DoD requires sufficient capacity within its depots to support the core
readiness, sustainability, and life-cycle requirements of weapons and equipment, which are based on the
contingency scenarios established by the Joint Chiefs of Staff (JCS). The core depot maintenance policy
identifies and quantifies specific capabilities that need to be resident in the Department's depots to meet
the JCS requirements. Depot maintenance is discussed in more detail in the Infrastructure and Logistics
chapter.

Base Closing -- Restructuring Continues

Closing military bases that are no longer needed continues to be a high priority for the Department. The
chapter on Infrastructure and Logistics describes the 1995 BRAC process and the Department's efforts to
structure and manage its installations.
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DoD is closing and realigning bases in the United States as a result of decisions made through base
closure processes in 1988, 1991, and 1993. These three rounds identified 70 major bases for closure. The
Department estimates that these closures will save about $4.3 billion a year once they have been fully
implemented.

Reinventing the Base Reuse Process

Over a year ago, President Clinton presented his new Plan for Revitalizing Base Closure Communities. Its
five elements are:

e Jobs-centered property disposal that recognizes the importance of local economic development.

o Fast-track environmental cleanup that removes needless delays while protecting human health
and safety.

e Transition coordinators, to act as ombudsmen and resource persons at closing bases.

e Access to transition and redevelopment help for workers and communities.

e Larger and faster economic development planning grants.

JOBS-CENTERED PROPERTY DISPOSAL FOR ECONOMIC DEVELOPMENT AND JOB
CREATION

Today the Administration can report real progress in implementing the vision of job-centered property
disposal. Because existing federal law required DoD to charge full price when transferring property to
local redevelopment authorities, the Administration sought and received authority to transfer property at
less than fair market value to facilitate local economic development. On April 6, 1994, DoD published an
Interim Final Rule implementing this authority and, after a four-month public comment period, revised
the rule to address concerns expressed by affected communities. These new regulations, which outline the
criteria and application process for economic development conveyances, mark a significant departure
from the old way of doing business and will help speed economic recovery and job creation. Efforts are
ongoing to refine the process further, and DoD expects to publish a comprehensive guidebook regarding
these procedures early this year.

FAST-TRACK CLEANUP

As part of the Fast-Track Cleanup initiative, BRAC Cleanup Teams have been formed at bases where
significant land transfers to the local communities are planned. These teams, composed of representatives
from DoD and regulatory agencies, have completed comprehensive reviews of the environmental
condition of their bases and are working on cleanup remedies.

TRANSITION COORDINATORS

To help implement the President's plan, the Department established the Base Transition Office (BTO).
The BTO supports the work of the transition coordinators at closing major bases. DoD currently has 67
base transition coordinators (BTCs) in the field tasked to identify and integrate community reuse needs.
The BTCs work directly with communities, base commanders, OSD, and other agencies to speed reuse
and redevelopment assistance. Of the 339 issues raised by communities in these reports over the past year,
87 percent have been resolved, with DoD working hard to address the remaining issues.

REDEVELOPMENT HELP

In addition, assistance teams representing several federal agencies visited closing bases over the last year
to outline the types of job-search help available to employees. These efforts are coordinated by the Under
Secretary of Defense for Personnel and Readiness. Also, a joint DoD-Department of Commerce
clearinghouse has been established to provide information needed to anticipate, plan for, and respond to
defense downsizing.

FOSTERING COMMUNITY ECONOMIC ADJUSTMENT
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The task of remaking the economic foundation of communities affected by base closures is not easy.
Because local communities are the best judges of their strengths and opportunities, DoD's approach to
community adjustment is to provide resources and advice on charting a course for revitalization, rather
than to impose solutions from Washington. The President's initiative will give local communities the
funds and technical assistance necessary to plan for the future and to reuse base land and facilities.

DoD's Office of Economic Adjustment (OEA) operates a community-based technical assistance and grant
program that supports development and redevelopment plans for closing installations. Currently, OEA is
working with 82 communities affected by base closures, realignments, or personnel reductions. During
FY 1994, OEA provided 60 grants to base closure communities totaling about $24 million.

The Department's activities, together with those of other agencies, are already demonstrating results. By
the end of the 1994 fiscal year, base reuse activities had replaced over one-third of the civilian positions
that were lost at closed military bases as a result of 1988 and 1991 BRAC decisions, and DoD expects the
number of new jobs to increase.

In addition to assisting communities affected by base closures, OEA also provides transition planning
assistance to communities facing defense contractor cutbacks and to states and regions in developing
proactive defense conversion plans. The office has provided 31 grants, totaling about $5 million, in FY
1993 and FY 1994 for these purposes.

REINVENTING HOMELESS ASSISTANCE PROCESS

The Department was also successful in working with other federal agencies and Congress to pass the Base
Closure Community Redevelopment and Homeless Assistance Act of 1994, which improves the process
for addressing local reuse needs, including the balancing of homeless assistance with economic
development. Under the new process, local communities work along with homeless assistance providers
to decide how best to address homeless needs. The old process permitted homeless providers to acquire
property as an entitlement, directly from the federal government without regard to local community reuse
plans. The Act permits the balancing of homeless needs with communities' desires to create jobs and
promote economic development.

CONCLUSION

Defense budgets are no longer large enough to accommaodate all defense acquisition needs through a
defense-unique industrial base. For the United States military to continue to have the most advanced
weaponry, the Department has to adjust its policies. It must change the way it does business with
business, through acquisition reform, dual-use technology policies, and recognition of essential
capabilities. It must change the way it does business with allies through increased international
cooperation and interoperability. Finally, it must change the way it does business itself through
restructuring and community reinvestment. The Department is confident that these policy changes will
strengthen both national and economic security, and ensure that the military continues to be prepared to
meet threats of the post-Cold War era.
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ACQUISITION REFORM
INTRODUCTION

Although DoD has long sought to improve its acquisition processes, the changing world environment
including a dramatically different and unpredictable threat, rapid advances in technology, and a declining
defense budget have combined to make the existing system insufficient for meeting the new challenges of
today. DoD must fundamentally reengineer the way it does business if it is to help improve long-term
military readiness.

The Department has aggressively pursued an intense and focused effort at reforming its acquisition
process. To accomplish this, the Secretary of Defense created a full-time, senior executive presidential
appointee position -- the Deputy Under Secretary of Defense (Acquisition Reform) (DUSD(AR)) -- as the
focal point for development of a coherent and practical step-by-step plan for reengineering the acquisition
process.

Immediately following appointment, the DUSD(AR) began working with the Deputy Secretary of
Defense and the Under Secretary of Defense (Acquisition & Technology) to develop a vision for
acquisition reform. In February 1994, the Secretary of Defense issued a paper entitled Acquisition
Reform: A Mandate for Change. This paper provided the conceptual foundation of DoD's approach to
acquisition reform. By following a plan based upon the mandate, DoD will institutionalize business
processes that facilitate affordable and timely delivery of best-value products and services that meet
warfighter needs. DoD will also create and maintain an environment for continuous process improvement
while supporting the nation's social policies, protecting the public trust, and fostering development of an
integrated national industrial and technology base.

THE DOD PROCESS FOR ACQUISITION REFORM

To assist in the implementation of the vision, the DUSD(AR) organized the DoD Acquisition Reform
Senior Steering Group (ARSSG) to serve both as an advisory body in implementing acquisition reform
initiatives and to build a consensus within DoD on acquisition reform initiatives. This group is composed
of senior acquisition executives from the Services, the Director of the Defense Logistics Agency, the
Director of the Defense Contract Audit Agency, the Vice Chairman of the Joint Chiefs of Staff, the DoD
Inspector General, and senior executives within the Office of the Secretary of Defense (OSD) involved in
making acquisition policy and conducting or reviewing acquisitions.

Process Action Teams (PATSs), composed of full-time, multidisciplinary, interdepartmental personnel,
have been and will continue to be created to develop plans to reengineer various business processes. The
personnel selected for the PATSs have a mixture of practical, field-level experience and policy
backgrounds.

Due to the size and complexity of the acquisition system, the decision was made to attack the
reengineering effort on a process-by- process basis. In addition, the work was prioritized in three rounds
or phases, noted below, that reflect the immediate, near-term, and long-term goals, respectively.

e Round One. This involves targeting steps in the process with a high payoff or a one-time
opportunity to effect change. Three issues requiring immediate action fell into this category. The
first was legislation for streamlining the acquisition process. To accomplish this, the
recommendations of the DoD Advisory Panel on Streamlining and Codifying Acquisition Laws
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(known as the Section 800 Panel) and the Secretary's Bottom-Up Review were converted into a
DaoD legislative proposal. That proposal was presented to the Office of Management and Budget
(OMB) for interagency review and served as the foundation for the Federal Acquisition
Streamlining Act of 1994 (FASTA). The two remaining issues -- improving the use of Electronic
Commerce/Electronic Data Interchange (EC/EDI) in contracting, and reducing DoD's reliance on
military specifications and standards -- were pursued through the use of quick reaction PATSs.

e Round Two. This concerns issues of high priority but not as critical in terms of timing as Round
One actions. The DUSD(AR) is just beginning to work these issues. Additionally, FASTA
legislation and recommendations made by two Round One PATS are being implemented in
Round Two.

e Round Three. This entails additional priority issues and processes that require change and will
institutionalize continuous process improvement, but must be delayed due to prioritization of
available resources.

Priorities will be readjusted continually as reform goals and progress towards achieving them are
reviewed.

DOD ACQUISITION REFORM GOALS

A strategic plan has been completed, including identification of specific problems with the existing
process, objectives, or benchmarks that should be considered in creating new acquisition processes, and
specific goals and objectives of particular processes within the acquisition system. This plan will guide
ongoing efforts to ensure institutionalization of reform measures and create an environment for
continuous process improvement that will last beyond the tenure of this Administration. The specific
goals on this strategic plan are outlined below.

Enhance the Needs (Requirements) Determination Process

One immediate goal (Round One) in this area is to eliminate DoD-unique product or process
specifications or standards that inhibit the purchase of commercial products or services, or dictate to a
contractor how to design or produce a product or service. The Department has made significant strides in
accomplishing this goal.

As a result of a Process Action Team report on Military Specifications and Standards entitled Blueprint
for Change, the Secretary of Defense signed a memorandum in June 1994 directing that the Department
rely on the use of performance specifications and, if performance specifications are not practicable, on the
use of nongovernment standards. Government-unique specifications or standards may be used only with a
waiver when use of performance specifications or nongovernment standards are impractical, do not meet
user needs, or are not cost effective. While not eliminating the use of military-unique specifications, this
essentially reverses the existing preference system. The Standards Improvement Council, composed of
representatives of the Services and defense agencies, is working on a complete plan of action detailing
each tasking that must be accomplished to implement this policy change and is responding to concerns
regarding such issues as logistics supportability when using a performance standard.

A lower priority goal (Round Two) for this process is integration of needs (requirements) determination;
resource allocation within the planning, programming, and budgeting system (PPBS); and the acquisition
processes. Working groups will be established in the near future, utilizing an Integrated Process Team
(IPT) approach, to identify and recommend cost, schedule, and performance trade-offs. The working
groups will also look at enhancing program stability.
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Improve the Systems Acquisition Process

The main goal (Round One) for improving this process is to use commercial practices to acquire military-
unique as well as commercial items. In support of this goal, nominations for seven pilot programs were
submitted to Congress for review and approval under the FY 1991 National Defense Authorization Act.
Congress approved five pilot programs in FASTA. These programs, which will test the use of commercial
practices in the acquisition of major weapons systems, are:

Fire Support Combined Arms Tactical Trainer (FSCATT).
Joint Direct Attack Munition (JDAM).

Joint Primary Aircraft Training System (JPATS).
Commercial Derivative Engines (CDE).

Commercial Derivative Aircraft (CDA).

Extensive relief from myriad Federal Acquisition Regulation (FAR) and Defense Federal Acquisition
Regulation Supplement (DFARS) requirements waivable at the OSD level had already been provided for
these programs prior to the passage of FASTA. Metrics are being developed to measure the impact of the
relief granted, from both statutes and regulations, and on the ability of the government to buy commercial
and government-unique items under commercial terms and conditions.

The Round Two goal is to improve Service and OSD milestone decisionmaking and information
collection processes for major systems, commensurate with risk, dollar value, and acquisition strategy. An
Oversight and Review PAT was chartered in September 1994 with the following objectives:

Identify the critical decisions that must be made at each milestone.

Identify information necessary to support oversight authorities.

Identify the most effective and efficient means to make information available.

Develop a set of alternatives to implement goals of the team.

Identify barriers to implementation of each proposed alternative.

Evaluate the impact the alternatives will have on the ability to make milestone decisions.
Identify any required changes to law, regulations, or policy to implement the preferred approach.
Develop metrics to measure progress towards new system.

Create a plan for implementing the preferred approach.

Identify a system for follow-up to ensure compliance with the new approach.

The PAT report was completed in December 1994. The recommendations from the report are now being
reviewed by the ARSSG for implementation.

Improve the Procurement Process

The immediate goal for honing this process is to make maximum use of technology to facilitate and
enable reengineering of the acquisition process. A PAT was chartered in August 1993 to develop a plan
for implementing the use of EC/EDI in contracting within DoD as soon as practical, particularly for
making small purchases. The PAT's report -- DoD Electronic Commerce (EC)/Electronic Data
Interchange (EDI) in Contracting -- was approved by the Deputy Secretary of Defense in December
1993. The implementation calls for a two year phase-in. DoD is fully coordinating and assisting other
government agencies as part of the implementation of the National Performance Review initiative. The
DUSD(AR) was also recently appointed as the executive agent for implementation of EC/EDI across all
functional areas within DoD, in addition to contracting.
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Perhaps the most important goal for achieving long-term benefits in this process is to ensure that DoD
emulates the best procurement practices of world-class customers and suppliers. Significant work has
been accomplished towards achieving this Round Two goal. A PAT to reengineer the procurement
process began work in October 1994 with a charter to accomplish the following:

Determine how to identify and disseminate best procurement practices throughout DoD.
Improve sole source proposal preparation, evaluation, and negotiation processes.
Streamline the source selection process.

Address buying activities, roles, and missions.

Encourage early involvement in the process.

Eliminate nonvalue added activities.

Optimize the procurement process at a system level.

The procurement process team's report will be completed in early 1995.
Improve Contract Administration

An immediate goal for this process is twofold: to shift DoD's emphasis from end-item inspection to a
system of process controls, and ultimately an output oriented system; and to ensure that oversight and
review of contract management add value to the process and are minimally intrusive. In February 1994,
the Secretary signed a memorandum allowing the use of any acceptable quality assurance system,
including internationally recognized standards. The intent was to make it possible for contractors to use
one quality system throughout a facility.

In October 1994, as a Round Two effort, the Contract Administration PAT was chartered to review the
goal for minimally intrusive, value-added contract administration. The objectives included in the charter
for this PAT are outlined as follows:

Identify customer needs for contract administration.

Determine how to best ensure delivery of quality products (Quality Partners Initiative).
Facilitate early involvement of contract administration resources.

Simplify management of government property.

Improve oversight of contractor overhead rates.

Improve contract closeout and payment processes.

Determine and review commercial contract administration infrastructure.

Clearly define roles and missions.

Maximize use of technology to reform contract administration.

The PAT's report, like the Procurement Process team report, is expected in early 1995.
Improve Contract Terms and Conditions (Legal, Pricing, and Financing Issues)

The first priority for improving this process is to eliminate, to the maximum extent practical, government-
unique terms and conditions. After appointment of the DUSD(AR), one of the first focus areas where
work began was preparation of a DoD legislative proposal which addressed the Section 800 Panel
recommendations to eliminate, where practical, government-unique terms and conditions. Now, with
passage of FASTA, DoD is in the process of implementing its provisions and wants to provide the relief
granted by Congress as soon as practical. A government-wide implementation plan for FASTA chartered
11 teams to address various portions of the legislation. The FAR Council expects to publish changes to
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the FAR for public comment in the near future. The plan also calls for full implementation of FASTA by
April 1995, a full six months ahead of the statutory requirement.

A near-term priority for this process is foreign contracting and contingency operations -- update laws
regarding contingencies, the lending and borrowing of defense equipment, and war risk to contractor
personnel. Preparation of legislative changes in the FY 1996 National Defense Authorization Act is in
process to provide authority for lending and borrowing to and from U.S. allies and to provide the
Department authority to grant waivers during contingencies declared by the Secretary.

Change the Culture

The top priority in this area is to increase the quality and effectiveness of the acquisition workforce. The
Defense Acquisition University is providing seminars to students and faculty on acquisition reform. New
courses are being established and the curriculum is continuously revised. Acquisition workforce
qualification standards have also been increased.

An intermediate goal is to improve federal and DoD acquisition regulations and DoD system acquisition
policies to better facilitate the acquisition process. As mentioned above, implementation of statutory
changes into the regulations is in process. DUSD(AR) will support the FAR rewrite mandated by the
National Performance Review that will create a guiding principles section as an introduction to the FAR
and will also include all government-wide and agency-unique mandatory provisions. The chartered
Procurement Process PAT, noted earlier, is looking at ways in which best practices can be incorporated
into acquisition desk books.

Define Measures of Success -- Metrics

A Round Two goal of this process is to establish clear measurements of system responsiveness and
metrics to determine success of change efforts. The Defense Acquisition Pilot Program Consulting Group
(PPCG) on Metrics was established in March 1994. The group's interim fall 1994 report was drafted and
is under review. This report describes the activities, methodologies, and accomplishments of the PPCG
and offers an interim assessment of the work to date to assist in the development and validation of
evaluation criteria and metrics for each of the defense acquisition pilot programs. Initial metric
agreements were reached with three pilot programs and the remainder are under development with the
objective to conclude, where possible, by February 1995.

CONCLUSION

If DoD is to continue to become a world-class customer, reduce acquisition costs, foster the development
of a national industrial base composed of companies that can compete in the global marketplace, and
maintain its technological superiority, it must change the way it does business.

The past year has made a critical difference. The accomplishments of the Process Action Teams and the
passage of FASTA are milestones in the pursuit of acquisition reform, validating the strategy of
reengineering the acquisition system.

Much work remains to be done -- in fact, arguably the hardest part is ahead. DoD leadership is focused on
reform and its criticality to national security. To be successful, support and input from the entire
acquisition community, both within and outside of the government, are needed.
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ENHANCING THE MILITARY TECHNOLOGICAL ADVANTAGE
INTRODUCTION

Military operations in the changing global environment require that U.S. forces be prepared to confront a
wide range of potential opponents. Increasingly, these potential opponents have access to a vast array of
high technology weapons which are available on the global market. These include advanced aircraft,
weapons, missiles, naval forces, ground weapons, and weapons of mass destruction. Maintaining the
technological advantage in military equipment so vital to the success of Operations Desert Shield and
Desert Storm is critical. As the United States shapes its forces to meet the challenges of a changing world
within the constraints of available resources, the potential of present and emerging technologies must be
maximized to provide the best possible equipment, doctrine, and training for American soldiers, sailors,
and airmen.

REVOLUTION IN MILITARY AFFAIRS

The challenges go well beyond confronting an increasing range of potential opponents who have access to
high technology weapons. The Department is examining whether recently fielded and emerging
technologies, in combination with organizational and operational changes, will produce dramatic
improvements in military effectiveness, 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. Information technologies are already dramatically improving the
ability to gather, process, and disseminate information in near-real time. These information technologies,
combined with improvements in conventional precision strike capabilities, affect the conduct of offensive
and defensive military operations. Additionally, information technologies are expanding the scope of
advanced simulations to include enhanced training, system design and testing, and developments in
doctrine and tactics. Major challenges of both understanding and exploiting this emerging RMA are
selecting appropriate technologies and developing the means to rapidly evaluate and incorporate
operational and organizational innovations.

RESPONDING TO PROLIFERATION OF MILITARY TECHNOLOGY

Particularly important is the requirement that there be a process approach in place 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 reduced cost. This flexibility is
especially critical in the present global environment when U.S. forces must be prepared to execute a
variety of different missions -- facing potential opponents who may be equipped with the latest weapon
technologies obtained from the global arms market.

ADVANCED CONCEPT TECHNOLOGY DEMONSTRATIONS

The Advanced Concept Technology Demonstration (ACTD) is a major initiative of this Administration
which, as a component of the acquisition reform process, specifically addresses the need for rapid
technology insertion into the forces. It is a concept designed to accelerate the transition of maturing
technologies with a potential to rapidly provide improved military capabilities or technological solutions
to specific emerging operational challenges. The ACTD approach seeks to transition technology from the
laboratory into the operational environment as expeditiously as possible. In doing so, it draws
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technologists and military operational commanders into closer working relationships. Traditionally,
technologists have taken their new systems into the field to test utility and assess their potential to support
military operations. During these tests, the operational commander was frequently assigned a supporting
role and was in a position to only observe rather than actively participate in the demonstration. Based on
recommendations from several studies including the Packard Commission and Defense Science Board,
the ACTD process, by comparison, will require the operator to play a much more proactive and
responsible role. This partnership will result in more rapid, responsive, and effective transition of
advanced technology to the operational forces, providing innovative solutions to emerging critical
military needs.

TECHNOLOGY REQUIREMENTS DEFINED BY THE MILITARY

Specifically, the ACTD is driven by the military user and the user's perceived critical warfighting needs.
Its objectives are to allow the user to gain a more thorough understanding of a new technology and its
potential to support military operations. In doing so, it is anticipated the user will be able to develop and
refine the doctrine, tactics, and concept of operations which will exploit the new technologies. It will also
allow the user, based on experience in the field, to comment on and make suggestions for improvements
or modifications to the equipment under evaluation. With the ACTD approach, these changes can be
made during the relatively informal demonstration phase of a system's life cycle. In other cases, user input
will provide the basis for a realistic set 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. Allowing the operator early and full access to the new
technologies will permit a more informed acquisition decision as to functions and quantity of proposed
systems. The ACTD seeks to provide the commander with a militarily significant residual capability at
the end of the demonstration.

FOCUSING SERVICE AND DEFENSE AGENCY TECHNOLOGY

The ACTD is not a series of new programs but rather seeks to focus the existing, substantial investment
the Services and agencies have made in technology programs. For instance, the first eight approved
ACTDs build upon $2.2 billion (FY 1995-2001) of Service and agency technology efforts already
programmed by augmenting this investment with $155 million in OSD funding to move these
technologies from the laboratory to the operational environment. OSD augmenting funds are for
integration of multiple technology programs, perhaps from several Services and agencies, into a single
ACTD. This funding additionally will provide for multiple copies of systems under demonstration in
numbers which generate military utility during valid exercises or operations. Lastly, OSD augmenting
funds are employed to provide logistics support for the ACTD for two years of operations in the field.

SELECTION CRITERIA

To provide focus on what technologies to employ, the ACTD process has developed selection criteria
which seek to assist both the technologist and the military operational commander in developing a
specific ACTD.

e First, the technologies under consideration and the approach must offer a potential solution to an
important military problem or introduce a significant new capability. To assist in identifying valid
problems and relevant new capabilities, the Joint Requirements Oversight Council, chaired by the
Vice Chairman of the Joint Chiefs of Staff, and the unified commanders participate in the
selection process.
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e Second, the technologies must be relatively mature and contribute to solving the problem under
consideration.

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

o Finally, seeking to employ relatively mature technologies, the ACTD is a short-term program. It
must be achievable within a two to four year time period and leave an operational legacy
supported for at least two additional years.

ACTD PROGRAM EXECUTION

Because of the diversity of technologies and military problems addressed in individual ACTDs, each
comes with its own management plan. ACTD management plans serve as a memorandum of
understanding between all participating parties in each demonstration. Most importantly, they are an
agreement between the technology development manager and the operational commander. Additionally,
the management plan lays out a demonstration schedule and defines the measures of success desired in
each ACTD. An oversight group for each ACTD is established to assist in problem resolution. An
advanced technology group composed of one and two star general and flag officers from the Services and
Joint Staff provides advice on the general process and ACTD selection. Inputs from the unified
commanders and Joint Staff are coordinated with the recommendations of the advanced technology
group. Complete oversight is maintained by a steering group -- composed of senior OSD and Service
representatives and chaired by the Under Secretary of Defense for Acquisition and Technology.

OUTCOME OF AN ACTD

Upon the conclusion of an ACTD, based on the results of the exercises, operators will select one of three
possible decisions regarding further acquisition and employment of the technologies.

e First, they may choose to terminate the efforts or restructure them based on the evolved concept
of operations and lessons learned during the ACTD.

e Second, if the operator recommends further acquisition, it may be possible, based upon lessons
learned during the ACTD, to enter the formal acquisition process at some advanced milestone
point.

e Finally, it may be possible to transition the technology demonstrated directly to the warfighter. In
this case only minor or perhaps no modifications to the existing equipment will be required. This
transition approach is particularly appropriate where only small quantities, such as information
systems, of the new equipment are required.

ACQUISITION REFORM

The ACTD is an important element of the Department's comprehensive acquisition reform effort.
Specifically, the ACTD seeks to rapidly transition new technological capabilities into the operational
environment. It is not, however, considered or intended to be a substitute for the formal acquisition
system required to introduce large, complex weapon systems such as ships, tanks, or aircraft. Nor is it
intended to support acquisition of new systems such as vehicles or munitions, which may be procured in
large numbers and over a number of years, and which do not involve substantial modification of
operational concepts or procedures. The ACTD, however, 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 communications systems; and special operations equipment are examples of
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technologies which are often required in only limited amounts and may be obtained through the ACTD
approach.

APPROVED ACTDs

As mentioned earlier, eight ACTDs have presently been approved with funding provided by Congress.
These include:

Rapid Force Projection Initiative-Enhanced Fiber Optic Guided Missile.
High Altitude Endurance Unmanned Air Vehicle.

Precision Signals Targeting.

Synthetic Theater of War-97.

Precision Strike to Counter Multiple Launch Rockets

Medium-Altitude Endurance Unmanned Aerial Vehicle.

Cruise Missile Defense.

Joint Countermine.

In many cases, individual ACTDs involve the coordination and cooperation of several Services and
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, the ACTD will test
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 determine the value added gained in supporting mine
countermeasure missions by building a system which exploits and enhances the synergy of new
technologies working together in a coordinated architecture. The ACTD will leave those technologies
which proved successful during the ACTD to the operational commander as a residual capability.

CONCLUSION

In a period where the global proliferation of advanced technologies is unprecedented and the generational
life of any technological system may be measured in months rather than years or perhaps decades, the
ACTD approach provides a means of rapidly moving new capabilities into operational forces. In order to
do this effectively, it is critical to closely integrate the warfighter into all aspects of the technology
transition process. The ultimate goal of the ACTD is to facilitate the rapid transition of emerging
technologies from the laboratory into the field at substantially reduced cost compared to the past 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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PERSONNEL

INTRODUCTION

The Department of Defense is committed to maintaining readiness and ensuring that America continues to
field the best trained, best equipped fighting force in the world. In order to accomplish these goals, the
Department relies on the courage, training, professionalism, and morale of each individual man and
woman in uniform. No weapon system is better than the people who operate and maintain it. As a result,
one of the Department's most important tasks has been to maintain the high quality of its servicemembers.

FORCE STRUCTURE AND MANPOWER LEVELS

Readiness is the Department's top priority. In fact, DoD is restructuring U.S. armed forces in order to
maintain readiness. Cutting force structure is central to the Department's plan to maintain both readiness
and balance in defense posture. In planning for the future, the Department faced various tradeoffs
between appropriate force size and adequate resource levels to ensure forces will remain ready.

By the late 1980s, signals were clear that DoD was going to downsize. By conducting the Bottom-Up
Review and taking a tough, comprehensive look at force structure, the Department determined that by
1999 the active duty force requirement would be 1.4 million -- a significant drop from nearly 2.2 million
on active duty in the late 1980s. Today, with an active force of between 1.6 and 1.7 million, the
drawdown is about 75 percent complete.

Despite the difficulty of this transition, two important objectives have been achieved. First, readiness has
been maintained; and second, people are treated fairly. Indeed, one of the keys to maintaining readiness is
putting people first. Massive reductions-in-forces (RIFs) have been avoided, and transition programs for
departing members continue to be offered.

The Department plans to continue the force and personnel drawdown as initiated in previous years. The
Army will reduce from 24 divisions during FY 1992 to 20 divisions by FY 1995 (12 active and 8 Reserve
component). The Navy's Battle Force ships will decrease in number from 467 in FY 1992 to 373 in FY
1995. Included in the totals is a reduction of one aircraft carrier, bringing the total to 11 active and one
Reserve aircraft carriers. The Marine Corps will maintain its three active and one Reserve divisions. By
the end of FY 1995, the Air Force will have reduced to about 21 fighter wing equivalents (13 active and 8
Reserve component) from 29 fighter wing equivalents in FY 1992, Other U.S. attack/fighter air forces
will include 10 active and one Reserve Navy carrier wings and three active and one Reserve Marine
Corps wings. Strategic bombers will be decreased from 209 in FY 1992 to 141 by the end of FY 1995.
The Air Force will also reduce the number of intercontinental ballistic missiles from 930 in FY 1992 to
585 by the end of FY 1995.

The President's budget request for active military, Selected Reserve, and civilian manpower for FY 1995
also continues to make significant progress toward the stated goals for the size of the military. At the
onset of FY 1994, active duty military strength was at 1,705,103; by the end of FY 1995, active strength
will decrease to 1,523,251. Selected Reserve will be reduced to 964,997 and civilian employees to
866,927. Many of the civilian reductions were initiated due to the Department's involvement in reductions
and streamlining as directed in the National Performance Review in which DoD has taken a majority of
the mandated Full-Time Equivalents (FTE) reductions. The civilian end strength represents a reduction of
4 percent from FY 1994 levels and is a direct result of accelerated civilian reductions during this past
year. The accelerated reductions moved FY 1999 goals forward to FY 1997. These figures could be
altered by a report requested by the armed services committees in the FY 1995 Authorization Conference
Report. This report should identify a number of active duty positions in the Services, defense agencies,
and field activities for conversion to civilian positions, freeing military members for combat positions.
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DoD recruits high quality people, provides them the rigorous and realistic training that enable the
Services to maintain readiness, and finally, rewards their service by treating them fairly. These three
objectives are not subject to change. Even in this time of profound change in America's national security
concerns, the Secretary of Defense recognizes that these commitments are the foundation of a successful,
ready-to-fight force.

RECRUIT HIGH QUALITY PEOPLE

One part of maintaining readiness is ensuring a steady flow of new recruits. Each Service must recruit
enough enlistees per year to sustain a flow of seasoned leaders for the future. Each year DoD must recruit
about 200,000 young people to join the full-time, active duty armed forces and 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 19 percent from the current levels.

Higher Quality Means Better Performance
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In recent years, DoD has done well in attracting high quality recruits. For example, over the last two
years, more than 95 percent of all active duty recruits held a high school diploma, while only about 75
percent of American youth, ages 18 to 23, have that credential. In addition, about 70 percent of new
recruits have top-half aptitude scores, compared to 50 percent of the total youth population. Higher levels
of recruiting quality serve to reduce attrition while increasing hands-on job performance -- and that means
dedication and productivity, which are essential to unit performance and readiness.
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Challenges in a Changing Recruiting Environment

All Services are facing a growing challenge -- American youth are becoming less interested in joining the
military. Recent surveys show that 25 percent of 16 to 21 year-old men expressed propensity to join at
least one active duty Service. This is a 2 percent decline from the 1992 level, and a 7 percent decline from
the historic high of 32 percent in 1989 and 1990.

The Department believes that its greatest recruiting challenge is the lower propensity of American youth
to enlist. Publicity about downsizing, coupled with reduced advertising budgets, seems to be giving the
public the impression that the Services no longer are hiring, or that they are not a secure employer. The
Services are still hiring as mentioned before; they need 200,000 new recruits each year.

Congress recently increased the Department's advertising budget to help ensure that American youth are
acquainted with armed forces opportunities. American youth need to receive the message that the
Services still want them. In spite of the downsizing, the U.S. military is still one of the nation's largest
employers and also one of the best.

National Service and Recruiting

The Department's review of the impact of National Service on military recruiting pointed to two critical
determinants of whether the programs can coexist successfully -- the size of the National Service program
(which determines its impact on armed forces recruiting efforts), and the value of its benefits in
comparison with enlistment benefits. On both counts, DoD believes that the programs are correctly sized
and shaped, ensuring that success in one does not jeopardize the other.

The Department is confident that the current size of National Service programs will not jeopardize
recruiting programs -- and recent year experience bears this out. Moreover, given the greater value of the
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military education benefit (Montgomery G.I. Bill) and the great depth of training provided by the active
military, there is no recent indication that National Service programs would inordinately drain the pool of
potential military recruits; again, this is borne out by recent year experience -- FY 1994 was the third best
in the history of the all-volunteer force.

Recruiting -- An Essential Priority in DoD

The Department will continue to focus on quality recruiting. The Deputy Secretary of Defense formed a
standing panel which includes the Secretaries of the military departments and the Chairman of the Joint
Chiefs of Staff that meets quarterly and reviews the status of recruiting. This panel deals quickly and
effectively with any emerging problems.

In addition to creating this panel, DoD has focused on three major recruiting initiatives.

e First, putting more recruiters on the street. The Services plan to field hundreds more recruiters
than would have been possible had Congress not rescinded a requirement for an annual 10
percent reduction in the number of recruiters.

e Second, the Department will spend more on recruiting advertising. Currently the Services spend
about $125 million annually to advertise job opportunities. In FY 1995, Congress appropriated an
additional $89 million for Service advertising.

e Third, the Department and the Services plan to invest more advertising funds in ads aimed at
young women. Specifically, they will launch a comprehensive magazine advertising effort
targeting high quality women in the spring of 1995. This focus on women is clearly appropriate
now that the Services are opening up more military assignments to women.

Also critical to the success in recruiting efforts are the recruiters themselves. To better understand the
recruiters' environment, a DoD Recruiter Survey is being used. Results are expected to be released early
in 1995. This report will give a better idea of how recruiters are coping with the most difficult recruiting
period since the very inception of the all-volunteer force. Additionally, to better support the recruiters,
DaD is planning to field the Joint Recruiting Information Support System (JRISS).

Table ¥-1
Quality and Numbers of Enlisted Accessions —- Active
(Mumbers in Thousands)
FY¥ 1994 Quality Indices docessions[1]
Componient Percent Percent Lbove FY¥1994 Fri994 Fr1995 FY199:
Seryrice High School brerage Objectives actual Flanned[Z] Flanned[Z]
Diploma aptitude AFQT
Graduates I-ITI&
¥ 93 71 &30 &30 70.0 83.9
Havr 93 (=23 S4.0 S4.0 533.2 37.5
Marine Corps 93 71 221 221 36.5 353.6
&ir Force 99 21 z0.0 z0.0 2l.5 3.1
TOTAL =) T2 134 .1 124 .1 131.3 207.9

[1] Inclwdes prior service accessions. Only &rmy recrvits Lo a prior service mission.
[2] Based on Dol budget plans for FY 1996-1997.
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Table ¥-2

Cuality and Numbers of Enlisted Accessions -- Selected Reserve
{Mumbers in Thousands)

FT¥ 1994 OQuality IndicesNon-Frior Service Total &ccessionsHon-Frior and Frior Service
Fercent Fercent FY1994 FY1994 FY1995 FY1996
HighSchool dhovredverage Objective[1] botual[2] Flanmed [3] Flanmed [3]
Diploma aptituode AFOT

Coponent fService Graduates I-ITTa

brmy NationalGuard a5 55 59,7 51.1 £5.9 59.4

brmy Reserve 95 70 532.0 49 .1 S56.9 56.7

Haval Reserwve Q5 = 15.2 15.0 1.0 18.4

larine CorpsReservre EE 7 10.2 10.3 =] 10.&

bir MationalGuard 92 20 10.& 7.7 2.5 7.1

&ir ForceReserve EE 20 11.0 2.8 1a.0 2.0

TOTAL[4] 20 & 167 .6 156.1 168.8 159.7

] FY 19935 President's budget.
Beserve Component Common Personmel Data Swystem.
[3] FY 1995 budget estimates and FY 1996-1997 Dol buwdget estimates.
[4] Owerall percentage for Dol.

Recruiting for the Selected Reserve

The position of the Army Reserve and Army National Guard is that downsizing, reduced budgets, and
inactivating local units all serve to give the public the impression the reserves are no longer hiring, or the
reserves are not a viable employment opportunity. Increased advertising budgets and more recruiters are
needed to achieve outyear missions especially after downsizing abates and accession missions increase.

Full-Time Support to the Reserve Components

There are four categories of full-time support personnel who assist in organizing, administering,
recruiting, retaining, instructing, and training the Guard and Reserve: Active Guard/Reserve; military
technicians; Active component members assigned to support Guard and Reserve units; and federal civil
service members. Table V-3 shows current and planned full-time support strengths.

Tahle ¥-3
Full-Time Support Personnel[a]
(End Strength)
FY FY F¥ FY
1994 Estimate 1935 Planmed 199& Planned 1997 Planmed

Army Hatiomal Guard 51,207 51,053 43 157 47 370
army Reserve 21,891 21,289 20,623 20,438
Haval Feserve 25,445 25,893 25,472 25,121
Marine Corps Feserve &, 795 5,707 5,609 5,535
Air Hational Guard 36,332 25,962 35,305 35,001
4iy Force Beserve 17,633 17,222 17,155 16,993

TOTAL 159,304 158,126 154,327 151,672

[2] Includes dctive Guard and Feserwve, military technicians, &ctive component, and civil
service personnel.

Full-time support personnel provide the essential foundation for Guard and Reserve unit readiness. With
more missions being placed on Guard and Reserve units and the inherent litigations on the training time
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of part-time members, adequate full-time support is imperative to ensure effective use of available time
and proper maintenance of sophisticated equipment.

REALISTIC TRAINING TO KEEP THEM READY

The Department will continue to invest in quality training and maintaining operating tempo (OPTEMPO)
standards for air, ground, and sea operations. Additionally, DoD will continue to invest in institutional or
schoolhouse training, which includes specialized skill training, acquisition of recruits, officer training, and
professional development courses. DoD offers over 20,000 courses -- an investment of $15 billion --
which produce 1.15 million graduates annually.

In addition to the individual proficiencies derived from schoolhouse training, the Services also invest
heavily in unit training and readiness. The linkage between readiness and large unit training is well
founded. DoD has directed the Services to fund readiness as its top priority. One only needs to visit the
National Training Center to see how crucial large unit training is, or stand on the pitching deck of an
aircraft carrier to marvel at the finely honed skills required to launch and land carrier aircraft.

The Department is working to understand readiness fully and maintain standards consistent with the
Bottom-Up Review. It has mapped out the roles and responsibilities of the Services, the Commanders in
Chief, the Joint Staff, and the Secretary of Defense. Several senior level panels have addressed readiness
issues: the Senior Readiness Oversight Council, the Readiness Working Group, and the Readiness Task
Force. And, at the same time, the Department is working to keep the armed forces ready. Specifically, it is
developing input/output models that will help in allocating funds to maintain readiness.

Currently readiness is adequate and will remain there in the future, assuming that budgets are approved
and that the Bottom-Up Review enhancements are forthcoming. Those enhancements include Army
prepositioned stocks; strategic airlift and sealift; improved command, control, communication, and
intelligence; and improved Army Guard and Reserve readiness and flexibility. Still, DoD will continue to
watch for signs of hollowness such as growing or unacceptably high equipment maintenance backlogs,
diversion of operation and maintenance funds from training to unfunded contingency missions, declining
personnel gquality, and declining personnel fill.

TREATING PEOPLE FAIRLY

The national security of the United States relies on well trained, equipped, and ready combat forces. In
order to execute their responsibilities, the men and women of the Services must function as a unified
team, united by a special bond of trust, mutual respect, loyalty, and shared sacrifice. These
interrelationships distinguish the military from other large organizations and form the context within
which the Department's equal opportunity policies and programs are understood.

Discrimination and sexual harassment jeopardize organizational readiness by weakening interpersonal
bonds, eroding unit cohesion, and threatening good order and discipline. DoD supports readiness by
comprehensively addressing human relations issues and by expeditiously investigating and resolving
discrimination complaints. DoD strives to ensure it is an organization where every individual is free to
contribute to his or her fullest potential in an atmosphere of respect and dignity.

The Department has carefully monitored the effects of the downsizing on minorities and is pleased to
report that minority representation did not experience change as a consequence of the defense build-
down. 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
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Services' discrimination complaint procedures and suggested improvements to ensure the fair and prompt
resolution of identified transgressions.

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 over the
next six years. These funds will substantially improve DoD's quality of life posture. Initially the funds
will be targeted on three broad areas: compensation adjustments, housing and barracks improvements,
and better community services.

Pay/Compensation Issues

Senior leadership has pointed to three vital components of support for personnel: adequate and fair
compensation, a steady and dependable level of medical benefits, and a stable retirement system. In order
to attract, motivate, and retain quality people, the Department 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 the all-volunteer force.

Over the past decade, military pay raises have not kept pace with the private sector, as measured by the
Employment Cost Index -- this continues as a matter of concern. To help safeguard the effectiveness of
recruiting and retention programs, the Department announced a package of benefits designed to improve
quality of life and to sustain recruiting and retention. Three important components of that package relate
to compensation. First, the Department will implement a cost of living allowance in areas of the
continental United States where local costs exceed 109 percent of national average living costs. Second,
the Department is moving to reduce the excessive absorption of housing costs now being experienced by
those in uniform. Third, DoD intends to budget for the full pay raises allowed by law for the armed
forces, consistent with the readiness initiatives announced by the President on December 1, 1994.

The Department has dealt aggressively with an unpopular rule in the pay system -- the practice of
stopping the subsistence allowance (BAS) for those on field duty. As a result, the Department is applying
three sequential fixes:

e The Joint Travel Regulation now has been modified to show temporary duty (TDY) as the
preferred deployment option for missions such as peacekeeping. Haiti became the first major
deployment where troops benefited from the new regulation.

e An Executive Order was signed by the President on October 28, 1994 -- which stipulates that
field duty means a training exercise, not a deployment in the traditional sense. This change
immediately helped the troops that had deployed to Kuwait.

e The Department kicked off a review of the subsistence allowance, to perhaps redefine its
composition, and possibly to propose major reforms.

Together, these changes will improve the compensation program for members of the armed forces and
their families, and these investments constitute a sound means of preserving near- and medium-term
readiness.

Promotions

Promotions and compensation go hand in hand. There are indications that servicemembers are concerned

about promotion rates falling during this restructuring period. It is a common misconception that
promotions have been frozen because of the drawdown, but that is simply not the case. Last year, the
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Services promoted over 125,000 soldiers, sailors, airmen, and marines into the top five enlisted grades
(E5-E9) -- a promotion, on average, for each enlisted member of once every five years.

Generally, promotions have remained steady during the drawdown. There has been only a slight increase
in the average promotion time for some grades and skills. Promotion opportunity has also held steady,
generally remaining within 5 percent of the levels the Department saw before the drawdown began. For
the future, the Department expects promotion points will improve and promotion opportunity will remain
steady.

Retention

During the past seven years, active military strength has dropped by more than 500,000. While some
additional strength reductions are planned, the Department remains committed to achieving them on a
voluntary basis to the greatest possible extent. To date, more than 95 percent of the drawdown has been
accomplished through normal attrition, reduced accessions, and voluntary separation incentive programs -
- the Voluntary Separation Incentive (VSI), the Special Separation Benefit (SSB), and the Temporary
Early Retirement Authority (TERA). The success of these voluntary programs has enabled DoD to
maintain reasonable promotion flows, to largely avoid involuntary separations, and to demonstrate a
continuing commitment to treat people fairly -- both those who stay and those who leave. A more detailed
discussion of retention is found in the appendices to this report.

Separation and Transition

DoD is making sure that those leaving are treated fairly for the sacrifices made while serving their
country. The Department remains steadfast in its commitment to offer those leaving military service a
wide range of transition services and benefits. A private research firm found that the DoD transition
program is much more comprehensive in terms of the types of services provided than many private sector
programs.

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 servicemembers, see the chapter on Quality of
Life.

THE CIVILIAN WORKFORCE
Regionalization of Civilian Personnel Services

In 1993, the Department initiated a monumental restructuring plan for regionalization and systems
modernization of civilian personnel services. DoD, with Service input, has conducted an extensive
analysis of civilian personnel functions and developed a servicing model that identified those functions
that could be most efficiently consolidated in regional service centers. The evaluation confirmed that with
proper investment, regionalization and automated systems modernization (Defense Civilian Personnel
Data System (DCPDS)) are both achievable and cost effective. DoD's regionalization and systems
modernization efforts will result in reduced operation and maintenance costs, standardization of civilian
personnel management applications throughout DoD, interoperability with other DoD functional areas,
and easy access to real-time management information for managers. Regionalization and systems
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modernization will also significantly improve the Department's personnel servicing ratio (with a 33
percent savings in personnel specialists) by taking maximum advantage of business process
improvements. There is the potential for five new regionalized centers each year from FY 1995 through
FY 1998.

Modernization of the Automated System

The Department is radically redesigning personnel processes to achieve major improvements in
performance. Through data standardization, DCPDS now supports 85 percent of all DoD civilians. A
transition plan has been developed to encompass the remaining DoD employees in the near future.

DCPDS applications have resulted from extensive reengineering of personnel processes. Some of those
computer applications will give current and projected civilian personnel costs; maintain, rank, and report
job applicants for DoD jobs; significantly reduce response time to inquiries; integrate automated job
classification, staffing, performance management, and training requirements in a single document; enable
users to electronically request training, evaluate results, produce reports, and track requirements and
expenditures; and enable personnel staff to access information on employee compensation claims and
associated costs immediately. For DCPDS's reengineering work, Government Executive Magazine
presented DoD with a 1994 Outstanding Achievement Award for Making Government More Effective
through the Use of Information Services.

The Department also joined the Office of Personnel Management to found the Federal Human Resources
Management Automation Consortium to develop and market software applications to other agencies.
Showecased at the DoD Human Resources Reinvention Laboratory in Crystal City, Virginia, these
applications have been seen by visitors from other government agencies and private industry from all over
the world. The Department will continue to develop and implement the Strategic Information Systems
Plan for DCPDS and for automated systems to support regionalized off-site human resource service
delivery.

Civilian Downsizing and Transition Assistance

Since September 1989, DoD has reduced its civilian end strength by about 220,000 or almost 20 percent.
To minimize involuntary layoffs, the Department has aggressively implemented a separation-pay or
buyout program. Under this program authorized by Congress in 1992, DoD offers cash incentives -- up to
$25,000 -- to employees who resign or retire. The buyout is available to employees when it will prevent
an involuntary separation or create a vacancy for an employee who would otherwise be separated. To
date, the Department has paid close to 50,000 incentives, avoiding significant RIFs throughout the
Department and protecting the diversity of its workforce. The Department's program is the model for the
Federal Workforce Restructuring Act which allows non-defense agencies to offer buyouts to facilitate
reductions without involuntary separations.

DoD continues to use other highly effective programs to help civilians find new jobs. The most notable is
the Priority Placement Program (PPP), an automated system that matches employees who are scheduled
to be separated with vacant DoD positions for which they are qualified. Since its inception in 1965, PPP
has placed over 120,000 employees. The Defense Outplacement Referral System (DORS) is another
automated system that refers applicants to federal and non-federal employers. DORS and PPP give
employees alternatives to separation. These options will be increasingly important as the Department
closes additional installations and seeks to minimize the adverse impact on individuals. Additional
information on DORS can be found in the Quality of Life chapter.
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In addition to extending the drawdown and transition authorities until September 1999, the National
Defense Authorization Act for FY 1995 included a provision that allows the Department to establish a
pilot program at closing and realigning bases. To further encourage private-sector employers to hire
DoD's surplus people, the Department's new pilot program will not only reimburse employers for
retraining costs but will also pay relocation expenses for employees who move to take a job with a non-
federal employer. These incentives, limited to $10,000 per employee, will make surplus employees more
valuable to other employers while avoiding the cost of unemployment insurance compensation. The
Department remains committed to minimizing the number of involuntary separations, assisting those
employees who may have to separate, and protecting workforce diversity.

Civilian Training and Education

The Department spends approximately $500 million annually on civilian training tuition, materials, and
related travel. Prior to this year, the expenditure was not based on the kind of systematic, universal,
readiness-based program as that used to justify military training, education, and opportunities.

This year, DoD launched a major effort to provide a more universal, comprehensive, and systematic
program of civilian career and leader development to enhance support of the changing national security
objectives of the Department. During this year, an Office of the Secretary of Defense and component
civilian personnel leadership group began developing the program by inventorying all civilian training
and leadership development programs to provide a first-time menu of opportunities for all civilians,
reviewing all internally and externally mandated civilian training programs, and beginning a study of a
return-on-investment model for training and career development. These redesign efforts will be tied to the
Department's automation initiative for civilian training -- TRAIN -- which has been developed by a multi-
component working group and is now being tested. This comprehensive redesign effort in civilian career
and leader development responds to the President's call for greater and smarter investment in human
capital.

CONCLUSION

DoD will continue to treat all of its active duty, reserve, and retired servicemembers fairly. Service in the
armed forces will continue to be a great career choice. When the downsizing is complete the Department
will still have 1,400,000 people on active duty and over 900,000 in the Selected Reserves. The Services
will continue to recruit over 200,000 people each year for active duty forces -- as well as over 150,000 for
the Selected Reserves -- to maintain the proper mix of junior, mid-career, and senior servicemembers.

Finally, DoD's overarching goals are to maintain a high state of readiness and to treat people fairly. That
means servicemembers of all grades will continue to receive exceptional training and educational
opportunities, challenging worldwide assignments, and the best equipment. Advancement opportunities
are excellent, particularly when compared to private sector career options. The bottom line is that with
good duty performance, career-oriented servicemembers can expect to see steady advancement,
professional training and education, and challenging leadership opportunities.
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FINANCIAL MANAGEMENT REFORM

INTRODUCTION

The Department of Defense is amidst the most comprehensive reform of financial management (FM)
systems and practices in its history. These reform efforts are driven by two pressing needs: first, the need
to overcome decades-old problems in financial management systems and procedures; and second, the
need to lower administrative costs by fundamentally redesigning the Department's fiscal operations.

Last year's Annual Report highlighted FM problems confronting DoD -- billions of dollars in
disbursements not matched to specific obligations, overpayments to defense contractors, Antideficiency
Act violations, DoD accounts with excess disbursements, issuance of paychecks to soldiers after their
discharge, and so forth. In spite of rigorous efforts to keep the Department's FM systems operating
effectively, DoD leaders have recognized that these systems require major overhaul.

UNDERLYING CAUSES OF DOD FINANCIAL MANAGEMENT PROBLEMS

DoD's manifold FM failures reflect an antiquated bureaucratic organizational structure coping
unsuccessfully with the complexities of modern government and business. During the past 50 years, the
Services and other DoD organizations developed their own operating procedures and accounting systems
to accomplish their missions. In 1991, DoD had some 250 finance and accounting systems, most
incompatible with each other. As the missions undertaken by the Department became more complicated,
DoD organizations were forced to interact with each other, revealing a lack of DoD-wide standards for
data and procedures, among other things. Rather than redesigning its organization or standardizing its FM
systems, the Department developed ever more complicated business practices, which attempted to
preserve the individual bureaucratic organizations while coping with more demanding operating
requirements.

For example, it takes about a hundred paper transactions among a dozen organizations to make a progress
payment on a complex weapon system. Within DoD, different organizations use different and inconsistent
approaches to do similar tasks. They use computer programs, for example, with different names and
concepts to deal with parallel problems. All these forces produced business practices that were complex,
slow, and error-prone. No matter how skilled the people operating them, the Department's FM systems
and processes were inherently handicapped in their efficiency and effectiveness.

The Department over the years has worsened its operations by adopting unacceptable operating
procedures to deal with problems. For example, in response to legitimate complaints by business that the
government was slow in paying its bills, DoD responded by adopting flawed business practices, which
provided for payment of bills without adequately checking underlying accounting records for availability
of funds. In sum, the Department confronts decades-old problems deeply grounded in the bureaucratic
history and operating practices of a complex, multifaceted organization.

BLUEPRINT FOR REFORM

Understanding the underlying causes of the problems is only the starting point for reform. During the past
year, the Department has developed a blueprint to reengineer its business practices to eliminate these
long-standing problems. Some of the elements of the reform blueprint predate this Administration, while
many are new this year. The key elements of the blueprint are discussed below.

Consolidate Finance and Accounting Operations

The establishment of the Defense Finance and Accounting Service (DFAS) in 1991 was a giant step
forward for the streamlining of DoD's financial systems, with DFAS becoming a pivotal agent for key
financial management reforms. A major DoD streamlining milestone was last year's announcement of 26
sites selected for consolidation of DFAS operations. This will curtail the time consumed by the vast
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challenge of coordinating the work of nearly 300 original sites. Streamlining operations into fewer
locations also will better enable DFAS to focus its energies on the standardization and modernization of
systems and procedures. Finally, this streamlining should result in a substantial savings in both people
and money.

Consolidate Finance and Accounting Systems

DoD FM systems are of two types: (1) finance systems, for processing payments to DoD
personnel/organizations and contractors; and (2) accounting systems, for accumulating and recording
operating and capital expenses as well as appropriations, revenues, and other receipts. In 1991 when
DFAS was established, DoD had some 250 of these systems.

Consolidating and standardizing finance systems under DFAS is well underway. Three years ago the
Department had 18 separate military payroll systems; today there are 11 -- and by 1996, the number will
be down to two or three. For payroll operations for DoD civilians, the new Defense Civilian Pay System
(DCPS) will soon provide the Department with a standard, fully automated system that will improve
productivity, reduce support costs, and provide standard data to interrelated accounting and personnel
systems. By the end of FY 1996, almost all DoD civilians will be paid through DCPS. When fully
implemented, DCPS will result in the elimination of 18 civilian pay systems and the closure of 353
payroll offices.

Greater obstacles and less rapid progress are likely for the streamlining of DoD accounting systems. Most
of the Department's 163 major accounting systems were designed to meet only the unique requirements of
their users. Moreover, these systems must continue to operate as consolidation takes place. Nonetheless,
the Department finally has a cogent, integrated plan for modernizing its accounting systems.

Establish Pre-validation for Disbursements

One of the actions DoD is taking to prevent future instances of unmatched disbursements is to require the
validation of proposed payments with the corresponding obligation data in official accounting systems
prior to making payments. Beginning in July 1995, DoD will require such validations for all payments
over $5 million. In October 1995, that threshold will drop to include all payments over $1 million. In
addition, the Department is developing plans to expand this validation requirement to cover all payments.

Reengineer DoD Business Practices

Much of DoD's support activity involves interaction between financial and nonfinancial systems. One
important example is the interaction between the nonfinancial acquisition processes by which weapons
are developed and the financial systems that process payments to the private contractors from whom those
weapons are procured.

The chart below shows the flow of approximately one hundred transactions typically required for
payment incident to a procurement contract. From the chart, one can appreciate the complexity of contract
payments, given that each type of organization depicted uses automated systems designed to serve its
needs, rather than to facilitate interaction with others. For example, data and information coming into one
of these organizations generally must be entered manually, because it cannot be easily passed from one
automated system to another.
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The following chart depicts critical initiatives in DoD's interim strategy for simplifying and improving the
processing of procurement payments for contracts administered by the Defense Contract Management
Command (DCMC.) (Much of the dollar value in unmatched contract disbursements comes from DCMC-
administered contracts.)

On the chart, the dashed lines show the improvement resulting from electronic data interchange (EDI)
using national standards (ANSI X12EDI transaction sets). This use of EDI will substantially cut down on
manual data entry and greatly improve the data integrity between the contract payment and accounting
systems. The solid lines show electronic data transfers using internal DoD transaction formats.

Beyond this interim strategy, DoD plans greater use of standardized EDI transactions and further
simplification of the interactions between offices involved in contract payments.
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Standard Disbursement Notification

The simplification of business practices also is the goal of two initiatives to expand the use of commercial
credit cards:
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e A federal government-wide credit card is being used in DoD to acquire and pay for selected small
purchases. The Department is pursuing expanded use of this card to simplify payments for its
large volume of small purchases.

e The federal government's travelers cards are now being used by some DoD travelers to charge
expenses for official trips. Expanded use of this card promises to reduce the cost of processing
official travel expenses.

Strengthen Internal Controls

The Department is working vigorously to strengthen its internal FM controls and prevent fraud. As
detailed above, reengineering the contract payments process and other business practices offers the
greatest promise for minimizing discrepancies in DoD disbursements. However, until that long-term
reform is fully in place, DoD is taking interim steps to reduce disbursement discrepancies. To that end
DFAS, in conjunction with DoD components, established a project to reduce the current backlog of
unmatched disbursements. This effort has focused not only on clearing existing unmatched transactions,
but also on improving existing procedures and systems, which are the systemic causes of this serious
problem. Through the joint efforts of all parties involved, unmatched disbursements have been cut in half.
In 1995, the project team should reach its new goal of cutting unmatched disbursements in half again.
Other actions to reduce disbursement discrepancies include new policies aimed at terminating
disbursements in overdisbursed accounts and requiring that a disbursement be matched to an obligation
before actual payment is made, as discussed above.

To help address a systemic cause of unmatched disbursements, the Acquisition and Financial
Management Panel was established. The panel is co-chaired by the Under Secretary of Defense
(Comptroller) and the Principal Deputy Under Secretary of Defense (Acquisition and Technology). It
includes the Under Secretaries of the Army, Navy, and Air Force, as well as the DFAS Director and the
Commander of the Defense Contract Management Command, a component of the Defense Logistics
Agency. It focuses primarily on improving the interconnectivity between finance and acquisition systems.

The Department is being proactive in both detecting fraud as well as preventing it from occurring in the
first place. In each case where fraudulent actions have been discovered, the Department has reviewed the
circumstances that permitted such actions, thoroughly assessed changes needed to preclude such fraud
from recurring, and disseminated that information along with corrective guidance to all activities
performing similar functions.

The security of information on DoD's automated networks continues to be a major priority. The
Department's information systems are vulnerable to unobserved alteration and lack audit trails sufficient
to identify system penetrators. To remedy these and related weaknesses, the Department has taken strong
actions to ensure compliance with existing security procedures; created an active fraud detection and
prevention unit, as part of ongoing efforts to minimize fraudulent attack against DoD's financial assets;
formed a task force to analyze computer security weaknesses; and initiated actions to streamline and
clarify security policies and procedures.

Another way in which DoD is strengthening internal controls is to improve the collection of debts, for
example, from separating servicemembers. DFAS has implemented its state-of-the-art Defense Debt
Management System (DDMS), which is resulting in more timely deposit of payments, reduced work
needed to bring about collections, and increased attention to debt avoidance. Over the next three years,
these and other measures should cut in half the amount of new debts within the Department and markedly
improve debt collections.
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Improve Management Incentives

Financial systems can create strong incentives to influence management actions, and DoD systems need
to do this better. In the past for example, DoD operational leaders neither knew nor could determine the
total cost of their purchasing options, such as whether to repair or replace a damaged piece of equipment.
Consequently, leaders made decisions that minimized the cost to their organization, even though those
decisions may have driven up the total cost to the Department.

The previous Administration undertook actions to correct this problem when they created the Defense
Business Operations Fund (DBOF). DBOF seeks to ensure that all relevant costs are included in prices
used by DoD leaders in deciding between options for logistics and other support services.

Problems with DBOF have been caused primarily by flawed implementation. To solve those problems,
the Department undertook a thorough review of the Fund, resulting in a DBOF Improvement Plan
released in September 1993. The Plan endorses the original DBOF goal: to provide better information for
decisionmakers through total cost visibility and full cost recovery. It also outlines 56 actions necessary to
improve the operation and management (O&M) of the fund in four categories: (1) accountability and
control, (2) structure, (3) policies and procedures, and (4) financial systems. The Department has now
completed nearly all these actions.

Significant reforms include the establishment of a DBOF Corporate Board to oversee DBOF
improvement and operation, improved policies and procedures, and selection of migratory finance and
accounting systems to support DBOF operations. The DBOF Corporate Board has ensured full DoD-
component participation and support of the improvement efforts. The combination of better policy
guidance and fewer, more responsive financial management systems should ensure better information and
financial management in DoD business operations as well as reduce costs.

Advance Building Blocks for Long-Term Reform

The standardization of data, definitions, and concepts is critical to long-term DoD plans to consolidate its
FM systems and optimize compatibility between them as well as with nonfinancial systems. Moreover,
accumulation of data can be valid only if it comes from organizations with common bases for determining
that data.

DoD's 250-plus finance and accounting systems have been managing some 100,000 different data
elements. Detailed data modeling has shown that DoD financial operations could be conducted with fewer
than 1,000 carefully designed standard data elements. During the past year, most of these standard data
elements were defined. These now will be used in future DoD efforts to streamline and improve its
financial processes.

Data standardization is critical as DoD consolidates its financial systems and moves toward sharing
common processes and data under an open systems environment. It also facilitates long-term DoD
improvements in the management of data resources, by taking advantage of technological advances that
allow managing data as a shared commodity -- separate from the programs and applications using the
data.

As part of its standardization effort, the Department has two important initiatives for its accounting
systems:
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e DoD is moving toward adoption of a standard general ledger consistent with the federal
government's standard, which will enable better summarization and reporting of financial
transactions. Today, the Department has many disparate and deficient general ledgers that
produce inconsistent and unreliable financial information.

e DoD's recently established standard budget and accounting classification architecture will provide
a mechanism for financial information to be recorded consistently in the general ledger and
reported properly.

SUPPORTING INITIATIVES
Chief Financial Officers Act

The Chief Financial Officers (CFO) Act of 1990 has helped the Department to identify and better focus
on its FM deficiencies and define the standards by which progress can be measured. The Department
currently submits audited financial statements for the Army, Air Force, and DBOF each year as required
under the CFO Act. The next major task for the Department is the incorporation of the Navy under this
Act. While compliance with the Act and other statutory requirements is motivation for reform, the
Department's long-term reforms reach beyond that goal.

Consolidation of Financial Management Regulations

One cause of DoD's FM problems has been that policies often differ from one DoD component to
another. This condition exists partly because, when the Under Secretary of Defense (Comptroller) issues
policy guidance, that guidance is not always uniformly disseminated by DoD components. Instead, they
frequently interpret the guidance and publish internal implementing procedures. Too often, different
component interpretations result in the inconsistent application of DoD policies.

In response to this situation, the Comptroller is issuing a single DoD Financial Management Regulation
for use on a DoD-wide basis. The regulation promulgates guidance involving the Department’s
appropriated funds, DBOF, and other revolving funds. The initial effort -- the consolidation, clarification,
and expansion (where applicable) of Comptroller guidance -- is well underway. In the next phase,
individual DoD component regulations will be eliminated or incorporated into the consolidated DoD
regulation, as appropriate. This effort is expected to eliminate over 70,000 pages of sometimes conflicting
guidance and provide the Department with standard policies and procedures.

Federal Managers' Financial Integrity Act

In FY 1994 the Department initiated major modifications to its implementation of the Federal Managers'
Financial Integrity Act (FMFIA). The goal was to make the best possible use of the annual FMFIA
process to diagnose and solve deficiencies in DoD internal financial controls.

The new plan requires senior functional managers in OSD to identify systemic internal control
deficiencies plaguing the entire Department. In addition to complying with FMFIA requirements, this will
prioritize reform efforts of the Services, defense agencies, and unified commands, who execute the
operational internal controls of the Department. At the same time, the Department's FMFIA process will
continue to encourage DoD components to identify and resolve internal control problems that are unique
to them.

The FY 1994 DoD Annual Statement of Assurance reflects the implementation of this new approach. In
doing so, the statement is brief and concise in its reporting. Rather than a multitude of individual
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problems reported independently by various DoD components, the statement discloses the Department's
systemic control weaknesses and the corresponding supporting initiatives of the DoD components. This
initiative also reflects more substantial management improvement activities that are ongoing throughout
the Department; for example, acquisition reform, business process reengineering, and financial
management reform.

Government Performance and Results Act

As part of its efforts to improve management incentives, DoD is developing performance measures for
DoD activities and linking these measures to budget decisions as envisioned by the Government
Performance and Results Act (GPRA) of 1993. Performance reporting will supplement financial reporting
and performance information required by the Chief Financial Officers Act, provide a framework for
management improvement, and support the allocation of resources through performance budgeting.

The GPRA also requires identification of output and outcome measurement in budget formulation and
management. In exchange for this accountability, the law promotes increased managerial flexibility. The
Under Secretary of Defense (Comptroller) is responsible for facilitating, coordinating, and overseeing the
Department's implementation of GPRA. Within DoD, implementation of GPRA is well underway and
includes:

e Pilot projects to test performance measurement, managerial flexibility, and performance
budgeting.

e Education and training for DoD's military and civilian leaders to enable them to develop mission
statements, formulate strategic plans, set goals, develop quantifiable measures, and analyze
operational effectiveness.

e Formulation of DoD corporate goals and measures.

National Performance Review

The Administration's 1993 National Performance Review recommended modernizing federal financial
management processes and services, making them more efficient and business-like, and improving their
reliability. Following the Review's recommendations, DoD is working to reduce or eliminate -- where
appropriate -- the financial restrictions associated with appropriated accounts, so that financial managers
have greater flexibility to set priorities and solve funding problems at the lowest suitable operating level.

Other Review-related actions involve DoD's O&M accounts, such as using O&M funds to incur family
housing O&M-type costs and structuring the FY 1996 budget to fund noncentrally managed procurement
in the O&M account. The latter action should help local installation managers avoid pitfalls in DoD's
acquisition process: redundancy, multiple layers of controls, and unnecessary constraints.

Oversight of DoD Contracts

DoD actions to streamline and improve the procurement process include the reduction of contract audit
oversight at DoD contractors with good business systems. One example involves the Defense Contract
Audit Agency (DCAA) and DCMC working together with contractor executives to strengthen contractor
internal control systems. Better contractor controls should reduce unallowable costs initially charged to
DoD and lessen the need for DoD audit oversight.

In a related effort, DCAA has several initiatives to reduce the backlog of incurred cost audits, which must
be performed before most contracts can be closed. The goals are to reduce the number of overage
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government contracts, avoid loss of DoD funds, improve contractor cash flow, and reduce the time
required to close government contracts.

During FY 1994, DCAA issued over 68,000 audit reports, examining about $275 billion of federal
government contract actions. During this period, DCAA audit recommendations resulted in savings or
cost avoidance to the government in excess of $3.9 billion.

Travel Reengineering Initiative

Reform of the temporary duty (TDY) travel system for all DoD organizations is the objective of the DoD
Task Force to Reengineer Travel, whose recommendations are now being reviewed. The goal is to design
an equitable TDY system that will meet the operational mission requirements of the Department, improve
service to the customers of the system, and reduce the overall cost to the government.

CONCLUSION

The Department's current leadership recognizes that nothing less than fundamental and comprehensive
change to DoD financial processes and systems is acceptable. Such change is now well underway with
some successes already evident. In other cases, full success must await the consolidation of systems and
facilities, the full implementation of better business practices, or the fielding of new hardware and
software. However, the delay and expense of these actions are compensated by the reality that their
foundation is the most fundamental reform of financial processes and systems since the Department of
Defense was established nearly five decades ago.
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INFRASTRUCTURE AND LOGISTICS
INTRODUCTION

The Department continues to actively manage infrastructure and logistics in this era of changing national
security requirements and shrinking forces, in order to improve long-term military readiness. As a result,
DoD has made substantial progress towards attaining the appropriate balance between providing the
proper level of services and support for the military forces and reducing unneeded overhead activities.

As in last year's report, a very broad definition of infrastructure and logistics is taken -- it includes
everything, except for intelligence, that is not part of the operating forces. The areas of infrastructure and
logistics described here are Force Management, Central Logistics, and Installations Support. The other
areas are covered elsewhere in this report.

FORCE MANAGEMENT

Force Management includes the various headquarters organizations that provide guidance and direction to
either the Department as a whole or to multi-Service organizations, and defense agencies, which are
centralized organizations that provide a particular type of function or service to all elements of the
Department. These are support functions that should be reduced in line with the drawdown in forces
without impacting readiness.

Following the direction from last year's Defense Agency Review, the Department developed new civilian
resource guidance for FY 1994-2001. This guidance accelerates and increases previously programmed
reductions through FY 1999 and implements direction contained in the National Performance Review and
the Federal Workforce Restructuring Act of 1994. DoD components have the flexibility to shift work
years within their allocations to properly align resources and ensure operating forces receive the support
and services required.

CENTRAL LOGISTICS
Managing Distribution and Inventories

The Department manages millions of items to sustain its weapons systems, support equipment, and
facilities. It maintains extensive inventories in a network of supply depots. The management challenge for
materiel management and distribution functions is to maintain or improve levels of support to military
customers while drastically reducing the structure and overhead associated with delivering that support. In
making management improvements, the Department will not lose sight of the prime reason for having a
distribution system -- to give military combat units the equipment and support services they need when
they need them. The Department's initial efforts focus on the following:

e Reducing excess capacity remaining in the distribution system after the Cold War. Base
realignment and closure (BRAC) efforts have provided an effective process to reduce this excess
distribution system capacity. Five distribution depots were designated for closure through the
1991 and 1993 BRAC processes. Planning for BRAC 95 has included distribution depots as
candidates for further downsizing. Distribution depots will be sized to meet the storage and
throughput requirements associated with DoD-wide inventory levels, which are projected to
continue to decline.
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e Inventory reduction. The Department has been pursuing an aggressive inventory reduction
program since 1990 and has already reduced inventories from $98.9 billion to $77.5 billion
through FY 1993 in constant 1993 dollars. Current projections for inventory reductions are an
additional $3 billion through the end of FY 1994. These reductions will generate an inventory of
approximately $65 billion in 1995; by 2001 the inventory should be about $50 billion in constant
1993 dollars. Disposal actions have also increased from $10.9 billion in FY 1991 to $28.9 billion
in FY 1993, the last year for which statistics are available.

e The Department of Defense Total Asset Visibility (TAV) Initiative. Total Asset Visibility is the
ability of the DoD logistics system to gather information about the quantity, location, and
condition of assets anywhere in the logistics system at any time and to apply that information to
improve logistics processes, such as filling customer orders and improving the handling of
shipments or the repair pipeline. TAV provides visibility of unit materiel and personnel during
deployment and redeployment. TAV also provides an essential management tool to customers,
item managers, weapon system managers, and Commanders in Chief (CINCs) to move and
redirect materiel, redistribute items rather than buy or repair them, and optimize stock positioning
in operational areas overseas. A joint government/industry asset visibility conference was
conducted in March 1994 where many best practices in industry were identified. Initial efforts to
share asset visibility information and materiel among the Air Force, the Navy, and the Defense
Logistics Agency (DLA) were implemented in August 1994. The Army has initiated actions to
participate in this joint effort. A Total Asset Visibility Joint Task Force was established in August
1994 to institutionalize and expand on these efforts and to make TAV a reality in the near term.

e Implementing the best commercial practices from private sector logistics companies and taking
advantage of the opportunities that technological advances present. The Department is examining
private sector models not only to improve asset visibility and reduce inventories, as described
above, but also to provide quicker response to the customer. One means of doing this is by
making more direct deliveries of consumable items from vendors to customers. The Department
is concentrating on reducing logistics response times as a prime initiative. Reducing response
times will strengthen overall military readiness through better support for more mobile forces,
improved capability for responding to multiple contingencies, and minimizing investment in
inventory, facilities, and related infrastructure. A process action team has been formed and has as
its goal identifying and implementing improvements in achieving a five-day delivery time for in-
stock consumable and reparable items by FY 1997.

To wrap initiatives such as these into a coherent plan, last year the Department developed a Logistics
Strategic Plan. The plan provides strategies for achieving more reliable, cost-effective, and prompt service
while concurrently reducing the Department's infrastructure. Priorities in the plan have been included in
the Planning, Programming and Budgeting System to obtain resourcing and permit oversight. The
Department will assess implementation progress and update the plan later this year.

Depot Maintenance

REQUIREMENTS

The Department spends approximately $12 billion annually for depot maintenance of weapon systems
and equipment. Workload, broken down by commaodity, is shown in the following chart. Analysis by
Service reflects the Navy possessing approximately 59 percent of the total DoD depot maintenance

business base; Air Force, 27 percent; Army, 13 percent; Marine Corps, approximately 1 percent; and
DLA, about 0.1 percent.
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DEPOT MAINTENANCE CORE

In November 1993, the Department implemented a CORE methodology aimed at preserving the critical
skills housed in the public maintenance depots. CORE is defined as the capability maintained within the
organic defense depots to meet readiness and sustainability requirements for weapon systems that support
Joint Chiefs of Staff (JCS) contingency scenarios. It is comprised of skilled personnel, facilities, and
equipment necessary to ensure a ready and controlled source of required technical competence. CORE
requirements are calculated by the Services in accordance with OSD-approved methodology designed to
ensure consistency throughout DoD. The Services are well along in their efforts to identify and quantify
the depot maintenance capabilities that are required to maintain their systems in a high state of readiness
and to provide a robust surge capacity.

DEPOT MAINTENANCE TASK FORCE

In response to guidance contained in the FY 1994 National Defense Authorization Act, the Department
chartered a Government/Industry Task Force on Depot Maintenance under the auspices of the Defense
Science Board in January 1994. The report of this Task Force was forwarded to Congress in April 1994.
The Task Force recommendations included:

e Replace 60/40 (60 percent government -- 40 percent contractor depot maintenance work) and
other legislative restrictions with a concept consistent with the Department's CORE policy.
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e Fully implement CORE policy to replace the current workload split with a balance of validated
Service CORE workload requirements in public depots and non-CORE workload in the private
sector.

e Eliminate public-private and public-;public competition. Aggressively pursue financial
management initiatives to provide for better management of the depot maintenance business area.

e Design, develop, manufacture and, generally, install major modifications and upgrades on
weapon systems in the private sector.

The Department accepted most of the Depot Maintenance Task Force recommendations, but concluded
that CORE should be viewed from an overall DoD perspective rather than on an individual Service basis.
Actions to implement the task force recommendations regarding financial management improvements and
performance of major modifications in the private sector have been initiated. The Government/Industry
Depot Maintenance Task Force dissolved after completing its work and submitting its report and
recommendations. However, a Defense Science Board Depot Maintenance Task Force has been
established to continue the work to identify needed improvements and opportunities for reducing
maintenance support costs in 1995.

DEPOT MAINTENANCE COMPETITION

As recommended by the Government/Industry Depot Maintenance Task Force, the Department has
discontinued competitions for depot maintenance workloads. The task force and other studies and audits
found that financial management and data systems of the Department and Services were not capable of
supporting cost competitions for depot maintenance workloads. The Department is working to improve
financial management and data systems to accurately and reliably portray costs of individual depot
maintenance workloads. Intensive efforts are currently underway to develop financial management and
data systems that will create a level playing field between organic depots and private sector sources. The
success of these efforts is a prerequisite to reinstitution of depot maintenance cost competitions. In the
interim, merit-based procedures are being used to support source of repair decisions for defense depots.

INTERSERVICING DEPOT MAINTENANCE WORKLOADS

The Department is aggressively pursuing opportunities to increase interservicing, whereby one Service
provides depot maintenance support to another, particularly among fixed wing aviation depots.
Interservicing of depot maintenance workloads is important in conserving resources and eliminating
unneeded capabilities within the Department's depots. The Defense Depot Maintenance Council, chaired
by the Deputy Under Secretary of Defense (Logistics) with senior logisticians from each of the Services,
the Joint Staff, and the Director of DLA as members, oversees the interservicing program and gives a
high priority to identifying opportunities for future interservicing actions. The goal of the Department is
to size the depot maintenance infrastructure commensurate with the force structure it will support.

Logistics Business Systems Modernization

Significant progress has been made in developing, modernizing, and implementing standard automated
information systems in the logistics business areas. These systems were designed using a process which
modeled current practices, developed reengineered processes, and then reviewed existing defense and
other public and private sector systems to achieve a modular approach to integrating and interfacing those
best business practices which will provide functional process improvement across the Department. These
systems and processes will support an annual logistics business cost of more than $44 billion, involving
more than 2.2 billion transactions from more than 1,000 locations in the processes of acquiring,
maintaining, and distributing an inventory valued at more than $77 billion.
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This effort will standardize logistics data and processes across all components. Standard data facilitates
implementation of technologically advanced automated support. Visibility and management of assets are
enhanced through data sharing which is possible only in a standard data environment. High levels of data
accuracy and reliability diminish the uncertainty under which major logistics business decisions are made.
This approach will provide a major enhancement to the Department's operating efficiency and to the
responsiveness of its support to the joint warfighters in the areas of materiel management, depot
maintenance, distribution, transportation, and medical logistics.

Implementation of a standard materiel management system will make uniform the processes of inventory
control, requirements determination, order processing, reparables management, and technical support.
Development of the Materiel Management Standard System (MMSS) has been redirected from organic to
private sector development. The major system developers for MMSS are now under contract, with
implementation targeted for October 1996. Elements of the MMSS will initially be deployed in FY 1995
at the Warner-Robins Air Logistics Center (WR-ALC) in Georgia. Fielding a standard material
management system to all DoD components will result in improved support to readiness, greater
efficiency, phasing out approximately 150 legacy applications, and an estimated savings of some $14
billion through FY 2005.

Depot maintenance functions include project management for end item repair, production management
for reparables repair, hazardous materiel management, tool control, facilities and equipment maintenance.
Implementation of a standard depot maintenance system by all Services will result in faster return of
weapons and equipment to the joint warfighters, increased economies through interservicing and joint use
of maintenance facilities, phase out of approximately 100 legacy systems, and an estimated savings of
$4.56 billion through FY 2005. Various applications of the Depot Maintenance Standard System (DMSS)
have already been fielded and completion is scheduled for FY 1997.

Distribution depots receive, store, and issue DoD assets. The standard distribution system will be fully
implemented by FY 1996 phasing out six legacy applications. The Distribution Standard System (DSS) is
being developed by the Defense Logistics Agency which has the distribution mission for the Department.
This effort is the centerpiece of the Logistics Standards Systems effort in terms of management and
results. By the end of FY 1995, some 80 percent of all DoD distributions will be under the DSS. For a 5-
year investment of about $190 million, savings of approximately $590 million will be realized by FY
2004.

The Defense Medical Logistics Standard Support (DMLSS) program (a joint effort of the Deputy Under
Secretary of Defense for Logistics and the Assistant Secretary of Defense for Health Affairs) will
integrate the logistics functions of medical materiel and services with commercial practices, provide more
products and services faster for lower costs, and eliminate redundant maintenance and overhead of eight
Service and DoD legacy systems. One segment of the DMLSS program, the Prime Vendor Program
(Pharmaceuticals), has been implemented at 130 sites.

Further enhancing logistics business systems modernization is the Continuous Acquisition and Life Cycle
Support (CALS) strategy. CALS, which uses integrated data through a set of standards to achieve
efficiencies in business and operational mission areas of the Department, will enable DoD to accomplish
new ways of doing business through weapons system programs, infrastructure modernization, and
industry. These new business methods will be used for virtual enterprises, agile environments, integrated
product and process development, and cross-functional information sharing. The expected results include
a significant reduction in cycle time of a weapon system, increased readiness, decreased costs, and
improved quality.
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Two major prototype efforts have been approved for this fiscal year as an initial effort to evaluate the
effectiveness of the CALS strategy as well as to create an integrated data environment (IDE) through the
utilization of multiformat information. This is being accomplished via the use of existing programs, such
as the MMSS, DMSS, DSS, the Joint Computer-Aided Logistics System (JCALS), and the Joint
Engineering Data Management Information Control System (JEDMICS). The first at Warner-Robins Air
Logistics Center involves the integration of the standard logistics systems and the various CALS
components at WR-ALC. It is expected that these systems will be integrated and that the JCALS Global
Data Management System (GDMS) will be exercised extensively as will the Configuration Management
Information Systems (CMIS). These efforts will be integrated with the standard logistics systems in
materiel management and depot maintenance as they are installed and populated at WR-ALC. The second
effort in support of the Naval Sea Systems Command (NAVSEA) will expand the WR-ALC effort via the
integration of multiple repositories, both internal and external to the DoD, providing access to the right
technical data, in the right format to multiple users via the standard logistics systems.

Transportation

Transportation is one of the primary functions of the DoD logistics system and constitutes a significant
portion of the system's total cost. In FY 1994, DoD's worldwide transportation program cost over $10
billion. This program supported the movement of material, personnel property, and the maintenance of
transportation infrastructure services. Ongoing initiatives are achieving savings by reducing transportation
costs, improving transit times, and reengineering transportation business processes.

The National Security Strategy requirement to sustain two nearly simultaneous regional conflicts,
combined with a minimization of investment in war reserve inventory, has required DoD to cut
inventories and distribute materials into common-user stockpiles to support multiple theaters. The
capability to rapidly transport these stocks between theaters and maintain visibility of material in storage
and transit is essential to the success of this new logistics doctrine.

A major transportation initiative and part of the Department's TAV effort is to achieve Intransit Visibility
(ITV), the capability to identify and track the movement of defense cargo as it moves in unit deployments
and redeployments along with tracking passengers, medical patients, and personal property from origin to
final destination during peace and war. Currently, a prototype Global Transportation Network (GTN)
system is being developed to support an integrated DoD ITV capability. Improving ITV translates into
reduced procurements and inventories and a shorter pipeline. This will result in significant cost savings,
but will place greater demands on the transportation system for expedited delivery. Building a unified,
common-;user, TAV capability that reaches from the unit, depot, and vendor to the foxhole continues to
be one of the Department's highest ongoing logistics priorities.

The Department of Defense relies on the commercial transportation industry to meet over 80 percent of its
peacetime and wartime transportation requirements. The DoD is developing partnerships with the
transportation industry to promote a better understanding of military requirements and commercial
capabilities to allow for maximum utilization of industry's extensive intermodal capabilities. These
partnerships will include best-value acquisition of transportation services, with a requirement for carriers
to provide Electronic Data Interchange (EDI), Electronic Funds Transfer (EFT), and ITV.

Other transportation efforts that promise business process improvements and significant cost reductions
are the Joint Transportation Corporate Information Management Center (JTCC) and the Defense
Transportation EDI initiatives. The JTCC will standardize transportation migration systems to ensure that
duplication in systems is avoided. The Defense Transportation EDI initiative is reducing manpower, time,
and paper flow currently required for acquisition of and payment for transportation services. Finally, a
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review of transportation infrastructure is being initiated to ensure that the Department has in place and is
maintaining at appropriate levels only the transportation infrastructure necessary to effectively support
JCS peacetime and contingency requirements.

INSTALLATIONS SUPPORT
Meeting the Challenge of Installation Readiness

The responsibility for stewardship of defense installations is challenging in today's dynamic national
security environment. DoD has a base structure which is still too large for the reduced force structure it
supports. Infrastructure reductions resulting from the 1988, 1991, and 1993 domestic closure rounds have
left a base structure that remains larger than is required. The context is also marked by declining facility
conditions which adversely affect readiness. The Department's historical inability to renew its physical
plant on a realistic schedule is having inevitable consequences. Most of DoD's facilities date from the
1940s, 1950s, and 1960s. Lower DoD budgets have forced priority setting among essential maintenance
and repair projects, leaving managers with difficult, often uneconomical, choices between fixing critical
problems and funding long-term preservation and cost-reducing projects.

Within anticipated funds, the Department's installation efforts are focused on achieving the following
three objectives:

e To successfully use the BRAC process to properly size the Department's base structure while
meeting responsibilities to impacted communities.

e To support military readiness and quality of life with sufficient, high-quality facilities at the
lowest life-cycle cost.

e To improve installation management while meeting energy and environmental mandates.

The Department's plans for achieving these objectives are described below.
Resizing the Base Structure

The base structure of the Department has not decreased commensurate with reductions in military forces.
While significant progress has been made in reducing overseas base structure, domestic closures have
lagged behind. The Secretary of Defense has made reducing the Department's unneeded infrastructure
through domestic base closures and realignments a top defense priority. While there has been good
progress so far, there is more that must be accomplished. BRAC 95 is the last round of closures
authorized under public law. Significant reductions in infrastructure and overhead costs can be achieved
only after careful studies address not only structural changes to the base structure, but also operational
and organizational changes, with a strong emphasis on eliminating duplicative capabilities through
increased reliance on inter-Service use of common support assets.

During the late 1970s and 1980s, DoD had been effectively stopped from closing domestic bases by a
number of legislative requirements. To remedy this, Congress authorized the 1988 Defense Secretary's
Commission on Base Realignment and Closure. This legislation provided a process in which the
Commission -- rather than the Department -- made closure and realignment recommendations. The 1988
Commission consolidated a Cold War force level at fewer installations. In response to the decreasing
world threat and declining defense budget, Congress authorized new Commissions in 1991, 1993, and
1995. These Commissions review (and can change) base closure and realignment recommendations made
by the Secretary of Defense. In all cases, the President and Congress must accept or reject the
Commission recommendations in their entirety.
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There are three guiding principles to the Department's BRAC process -- improve military effectiveness,
save money by reducing overhead, and conduct a fair and objective selection process. Balancing DoD
base and force structures and preserving readiness through the elimination of unnecessary infrastructure
are critical.

The 1988 Commission approved 16 major domestic bases for closure, plus a larger number of small sites.
The 1991 Commission approved 26 major domestic closures, and the 1993 Commission approved 28
major closures. Together, the three Commissions will have reduced domestic base structure by about 15
percent (measured by plant replacement value). Table V-4 illustrates the current projected costs and
savings anticipated for these three closure rounds as of the FY 1996 budget submission.

The BRAC selection process uses two fundamental building blocks to develop recommendations for
domestic base closures or realignments -- the approved final selection criteria and the six-year force
structure plan. The Services and defense agencies have established ad hoc executive level groups to
perform detailed analyses and make recommendations to the Service Chiefs and Service Secretaries.
Ultimately, those recommendations are provided to the Secretary of Defense for his approval before being
submitted to the Commission. The Secretary's recommendations for BRAC 95 are due to the Commission
by March 1, 1995.

Table V-4
BRAC Financial Summary -- DoD-Wide($ million)
ERAC £2 ERAC 91 ERAC 93 TOTAL

ERAC Savings 2,358 &, 3065 7,620 16,288

BEAC Costs 1,931 3, E96 6,320 11,547

Het Savings 421 2,010 1,210 4,741

Envirommental Costs 819 1,342 1,705 3,866

Anrwal Savings £25 1,599 2,043 4,327

+ A&fter G-year implementation period.

WAOTE: From FY 1995 President’'s Budget.

The base closure process has evolved from lessons learned during the 1988, 1991, and 1993 processes.
For 1995, the Department is putting greater emphasis on cross-service coordination and asset sharing, and
has established five functional Joint Cross-Service Groups to review Depot Maintenance, Medical,
Undergraduate Pilot Training, Test and Evaluation, and Laboratories. These areas are considered to have
the highest interservicing potential. The Department has also created a Joint Cross-Service Group on
economic impact to establish guidelines for DoD components to measure the economic impact of base
closure and realignment alternatives, including cumulative economic impact from past BRAC actions.
The group will also analyze DoD component recommendations under these guidelines and develop a
process for analyzing alternative closures or realignments necessitated by cumulative economic impact
considerations, if necessary.

In implementing base closures, the Department applies its experience from prior closure rounds. DoD
helped develop the President's Five-Part Community Revitalization Program (discussed in the chapter on
Economic Security) and is working on implementation policies which support the President's program.

The process of transitioning military bases into productive reuse is driven by three competing, but not
mutually exclusive, goals:
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o First, rapid disposal of the property saves money by relieving the Department of maintenance,
repair, and operating costs, and in some cases by generating revenue through land sales or leases.

e Second, close cooperation with the local redevelopment authority promotes rapid redevelopment
and the creation of new jobs.

e Third, the closed bases are often important resources sorely needed for other important public
purposes, such as homeless shelters, airports, educational facilities, and parks.

Even in large cities, a military base often represents a significant economic stimulus for the local
economy, and closure can be a serious blow to the local community. Traditional federal property disposal
methods focused on maximizing proceeds from the sale of real and personal property with little regard for
the prospect of local economic recovery. The President's revitalization program speeds the economic
recovery of communities where military bases are scheduled to close. The new procedures from this
program give increased priority to early reuse of the base's valuable assets to speed redevelopment and to
create new jobs.

Supporting Readiness and Quality of Life

The Department faces huge challenges as steward of the world's largest dedicated infrastructure. Wisely
managing a physical plant valued at about $570 billion and about 42,000 square miles of land roughly the
size of the state of Virginia requires engineering insight, business acumen, and sufficient resources. Base
closures and overseas disposals have significantly reduced that infrastructure and continue to influence
the domestic scene. However, the Department must continue building new facilities required to relocate
missions from bases designated for closure, replace uneconomical and deteriorated facilities, and support
new or expanded missions.

The foremost facilities challenge for the Department is to rightsize the infrastructure based on the
downsized force structure. As bases close, the emerging challenges are to tailor the remaining plant to
support the Department's diverse missions and to modernize and adequately maintain those facilities
needed to support long-term readiness of the remaining force.

The ability of defense facilities to support and enhance military readiness depends on the condition of
those assets. Deteriorated facilities undermine readiness in two principal ways. First, deteriorated
facilities are more likely to fail, and facility failures may directly compromise the mission. This was a
lesson learned during mobilization for Operation Desert Shield. Dilapidated rail lines at several bases
could not effectively move trains carrying equipment and supplies. Portions of aircraft runways failed due
to repairs being deferred. One pier came dangerously close to collapsing during the off-loading of an
aircraft carrier because repairs to the underwater structure had been postponed.

Deteriorated facilities also impair readiness by lowering the quality of life of military and civilian
families, and lowering the efficiency of uniformed and civilian workers. Poor facilities and quality of life
detract from retention of highly qualified and motivated personnel. Well constructed, 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.
A key focus area in military quality of life is family and bachelor housing. The facility initiatives being
undertaken in this area are described in the chapter on Quality of Life.

The Department recognizes the link between facility conditions and readiness. As the last in the current
series of domestic base realignments and closures are announced in FY 1995, DoD must revitalize its
efforts to modernize its enduring facilities, replacing or repairing those that are in serious disrepair.
Besides their adverse effect on the mission and people, deteriorated facilities are expensive. They require
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more maintenance, often on an emergency basis. They waste utilities since they typically lack energy-
conserving systems and materials. They interfere with the mission since they often lack utility capacity to
accommodate today's modern technical equipment.

At some enduring military installations, facility capacity, even after consolidations, may exceed
anticipated requirements. Continuing to operate and maintain facilities which are not needed in the long
term is bad business. The Services are identifying where excess capacity exists and which missions they
could consolidate. If facilities are truly excess, the Services will dispose of or demolish them. This is
expensive in the near-term, particularly when a facility to be demolished contains asbestos or other
contaminants. However, consolidating missions and eliminating unneeded facilities saves money in the
long run.

To provide high quality facilities in a way that balances near-term costs with optimal efficiency, the
Services are designing new or revitalized facilities with the most up-to-date technological features. Value
engineering during the early stages of a project's design frequently improves the quality and reduces the
cost of new construction or repairs.

The Department routinely uses economic analyses and life-cycle cost studies in deciding among
alternatives for acquiring, repairing, or replacing needed facilities. These analyses and studies help ensure
the decision is not solely based on initial construction costs, but also on the lowest total cost of
ownership. Life-cycle cost calculations include at least the costs for construction, utilities, maintenance,
repair, and operations for the various alternatives.

The Department is also looking for opportunities to leverage its resources by using private sector capital
to help finance critical needs for new housing and facilities or repair of existing assets. DoD is
investigating a wide range of possible opportunities, some of which may require authorizing legislation.

Improving Installations Management

The concept of Excellent Installations management has a proven track record and will continue to be the
cornerstone of the Department's effort to improve quality of life. This is reflected in an integrated facility
management approach that is improving installation management policies, guidelines, and tools. The
Department is developing and implementing a vigorous program of energy and water conservation.
Complementing conservation, utility procurement policies are being changed to reduce the Department's
annual energy bill by buying in bulk and taking advantage of rebates for demand reduction. Policy
improvements are communicated with installation commanders each year at the DoD Installation
Commanders' Conference. This conference and the Commanders' Forum give commanders and DoD
policymakers an opportunity to discuss new policies and improve upon existing ones.

Broad authority has been given to installation commanders through DoD Directive 4001.1 to determine
the best means of accomplishing their missions and to buy what they need from the source that provides
the best product at the best price. Additionally, funding policies for support services are being changed to
provide maximum incentive to commanders and managers to efficiently manage their mission and to use
other governmental resources when effectiveness and efficiency would be served. Excellent Installations
management is recognized annually with the Commander in Chief's Award for the best installation in
each Service and the Defense Logistics Agency. Also, the ideas generated and lessons learned by the
award winners are passed on to other commanders throughout the Department to help perpetuate
excellence.
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Achieving excellence in installations management requires integrating facility maintenance and
investment decisionmaking. Installation commanders have traditionally developed facilities master plans
to guide their capital improvement programs. Today there is a movement toward integrating these capital
improvement programs with plans for maintenance and repair of existing infrastructure. One tool being
developed for this is the Condition Assessment Survey, mandated by Congress. These assessments are
designed to accurately define and analyze facility conditions and optimize maintenance funds for the best
long-term benefits. Prototype testing of these surveys was completed in December 1994, and results are
now being evaluated. Service-unique condition assessments also show promise. The Air Force developed
a new Commander's Facility Assessment system and employed it to make priority investment decisions
for the FY 1996 President's Budget. The Navy continues to refine its Base Reporting (BASEREP) system.
The BASEREP has been employed for more than 10 years to link facility maintenance requirements with
the commander's assessment of mission impact. The Army is fielding Installation Support Modules
(ISMs) to provide installation staffs with effective automated management tools that are standard Army-
wide. Starting in 1995 the ISMs will be part of the Army Sustaining Base Information Services that will
reduce hardware/software costs and modernize the Army's sustaining base infrastructure.

The Department continues to seek more effective, less costly means of providing essential services at its
bases. DoD's goal is to provide excellent, not merely adequate, services. One way of achieving this is
through promoting competition among in-house work forces and private contractors. The evaluation of
alternative means for providing essential services and the award of work to the best-value provider results
in those services being delivered with more quality at a lower cost.

Another way of achieving excellence at less cost is to properly size facility resources which will remain
after closures are accomplished. Demolition of facilities which are excess to needs and in poor condition
will save repair, security, and energy costs. Attention will be focused on this in the next programming
cycle. Opportunities may also arise to cancel leases or sell lands, after the required screening, which are
no longer required by the Department.

The Department of Defense is also the largest centrally managed energy consumer in the United States.
The Department consumes three-fourths of the energy used by the federal government. It costs nearly $3
billion each year to heat, light , and cool the 2.5 billion square feet of DoD floor space throughout
400,000 diverse buildings around the world. The Department cannot afford to waste energy nor allow its
mission to become dependent upon imported fuels. Conversely, the scope of the Department's operation
provides an opportunity to reduce government costs by nearly $1 billion each year once the necessary
capital investments have been made.

The Department has a long history of leadership in energy cost containment through active participation
in state utility regulatory proceedings. Increasing budget constraints will make such efforts and related
emphasis of energy efficiency even more important in the coming years. Energy efficiency does not mean
shutting off energy supplies, reducing the mission, or making people uncomfortable. There are many
opportunities to use new technology that will, in fact, improve performance and comfort while reducing
energy consumption and costs. For the most part, it requires a long-term strategy with investment today to
save energy tomorrow.

The National Energy Policy Act and President Clinton's Executive Order 12902 are helping the
Department focus on these energy-saving opportunities. Additional funds are being provided in the
Department's budget for energy conservation, and the Department is reorganizing to provide additional
emphasis and resources to accomplish the goals of the new legislation and executive order.
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The primary energy goals of the Department are to reduce facility energy consumption by 30 percent and
industrial energy consumption by 20 percent by the year 2005. In addition, DoD is required to identify
and accomplish every energy and water conservation measure that has a payback of 10 years or less.
Progress toward meeting these goals depends upon increased investment funding. The reduction goals are
achievable and the Department is currently on track.

Installation managers are also challenged today to meet the cleanup, compliance, and conservation
requirements from environmental mandates. DoD managers are looking for smart ways to achieve these
goals, in some cases at a cost savings where pollution prevention technologies offer opportunities for
resource reutilization. A full discussion of this topic is found earlier in Part 1V of this report.

CONCLUSION

The Department has continued its efforts to ensure an appropriate level of infrastructure and logistics in
relation to the reductions in forces. A shrinking base structure, aging facilities sorely in need of adequate
maintenance and repair, and a dwindling defense topline make this a particularly challenging era. By
implementing the initiatives explained above, the Department intends to properly size infrastructure and
logistics, support readiness and quality of life, and manage its installation costs effectively and efficiently.
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RESEARCH AND TECHNOLOGY

INTRODUCTION

The Department continues to place a high priority on its Science and Technology (S&T) program. The
goal of this vital program is to produce technologically superior weapon systems for the warfighter within
current fiscal realities. New economic realities demand development of weapon systems that are not only
technically superior, but are affordable, longer lived, and improved through the integration of new
technology into existing systems. The Department of Defense continues to develop the technology
required to maintain the technological superiority of its military while also supporting the nation's
economic security. DoD will take advantage of economies of scale and utilize those cutting edge
technologies that are available from the commercial sector.

DEFENSE SCIENCE AND TECHNOLOGY STRATEGY

The S&T Strategy requires technology to be developed which will ensure affordable, decisive military
capability and enhance the economic security of the United States. In the past, technological superiority
was the all encompassing thrust of the strategy. In the new strategy, technological superiority remains the
hallmark of the S&T program, but economic security and affordability are also given priority.

Under Cold War acquisition policy, the United States maintained separate defense and commercial
industrial bases. With the end of the Cold War, the Department has dramatically reduced procurement and
can no longer support a separate system of suppliers. It is essential that the Department be able to access
the latest commercial technologies and be able to benefit from the volume production of items which
incorporate dual-use technologies developed by the Department. In addition, the Department must utilize
commercial standards and products wherever possible. The S&T program contributes to building a
dependable base of suppliers of reliable, low cost products through the exploitation of commercial
technology, practices, and processes, where possible, and by transitioning defense technology to the
private sector. These contributions are exemplified by the dual-use technology program, including the
Technology Reinvestment Project (TRP).

THE SCIENCE AND TECHNOLOGY PROGRAM

The S&T program is divided into three elements: basic research, exploratory development, and advanced
technology development. These elements relate more to budgeting and accounting than to program
execution. The S&T program and the advancement of technologies are a continuum, not discrete phases.
Basic research is the element of the S&T program that increases knowledge and understanding of science.
It is the foundation on which future technological superiority is based. Twelve fields of inquiry comprise
the basic research program (Table V-5). The majority of the work in the basic research program is
conducted at universities and DoD laboratories, with the remainder in industry, nonprofit research
institutes, and other federal laboratories.

Tahble ¥-5
Basic Research Program Investments
btmospheric and Space Science laterials Science
Biological and tedical Sciences Mathematics
Chemistry Mechanics
Cognitive and Newral Sciences Ocean Sciences
Computer Sciences Phy=sics=
Electronics Terrestrial Sciences
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The exploratory development and advanced technology development programs develop technologies to
provide options to satisfy military requirements. The exploratory development program provides proof of
concept experiments and evaluations built around models and laboratory experiments. The advanced
technology development program evaluates the effectiveness of the technological advances in providing
the required military capability. Technology efforts within the Department are centered around a group of
19 technology areas (Table V-6).

Table ¥-6
Technology Areas
berospace Eropulsiom and Power Electronic Warfare and Directed Energy Weapons
bir Tehicles and Space Tehicles Envirommental Quality and Civil Engineering
Battlespace Enviromments Human Systems Interface
Biomedical Manfacturing Science and Technologyr
Chemical and Biclogical Defense Manpower , Personnel, and Trainding
Clothing, Textiles, and Food Materials, Processes, and Structures
Command , Control, and Commurnications [Modeling and Simulation
Computing and Software Sensors Conventional
Conventional Weapons Surface /Under Surface Tehicles and Ground VTehicles
Electronics

PRIORITIES OF THE S&T PROGRAM

Information technology, sensors, and modeling and simulation are high priority S&T programs.
Information technology and sensors have the potential to significantly improve all aspects of future
military capabilities, while modeling and simulation have already made major contributions to readiness.
These technologies can significantly reduce the cost of war in terms of both lives and equipment. One
notable shortcoming of Operation Desert Storm was, for example, the inability of coalition forces to
manage, integrate, and provide the information required by the warfighter in a timely manner. The
amount of tactical information available today far exceeds one's ability to process the information and
provide it to the user in near-real time. As combat systems become more and more sophisticated, the time
available to complete necessary combat functions grows shorter, leaving little time for processing of
information.

Behind the front lines, the management of enormous amounts of data related to logistical support is an
increasingly important and demanding requirement. Today, there is excessive ordering to ensure
equipment and supplies are on hand; however, information technology programs offer an alternative
solution. Advanced computer software, computing systems, and communication technology are essential
to sort through reams of data and present the user with information in a form that permits instant
recognition and action. They can also assist warfighters with information updates or assist in accounting
for supplies via sensor and computer link.

The front line for information gathering is the sensor. To know, to know more, and to know it sooner than
the enemy is to have the advantage. The sensor spectrum covers situational awareness, target
identification and discrimination, and targeting. Military forces need to see through foliage and
camouflage, under water, and through the earth's surface to counter the enemy threats. The military also
has a need to know if weapons of mass destruction are being produced, where, and in what quantity. The
S&T program invests in the sensor technologies needed to provide these capabilities.

Modeling and simulation are very powerful tools that have a myriad of high payoff applications. The
S&T program is examining the use of modeling and simulation to evaluate the potential payoff of new
technologies during concept formulations and as the basis for planning and prioritizing DoD's S&T
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investment. Modeling and simulation can be used to assist the commander in training, planning, and
employment of U.S. forces. It is a very cost-effective means of maintaining readiness and is becoming
increasingly important in addressing that high priority need.

ADVANCED CONCEPT TECHNOLOGY DEMONSTRATIONS

The Advanced Concept Technology Demonstration (ACTD) program is the integrating effort involving
the user and the S&T community. ACTDs are focused on four principal points: (1) to gain an
understanding of and to evaluate the military utility before committing to acquisition, (2) to develop
corresponding concepts of operation and doctrine that make best use of the new capability, (3) to provide
residual operational capability to the forces, and (4) to facilitate a more informed acquisition decision.

The ACTDs are heavily user-oriented and considered user-dominated. The user manages the operational
aspects of the demonstration while the S&T community provides the advanced technology elements.
ACTDs focus on specific military concepts whereas earlier efforts were more broad-based.

The intent of ACTD is to provide the user with detailed interactions very early in the development
process as a means for a rapid and cost-effective introduction of new capabilities to operational forces.
Some examples of ACTDs include unmanned air vehicles and prospective demonstrations in Cruise
Missile Defense and Mine Countermeasures. ACTDs are discussed in more detail in Part 111 of this report.

DOD LABORATORIES

The DoD laboratories, operated by the military departments, are an essential part of the Department's
research and technology infrastructure. They provide the technical expertise to enable the Services to be
smart buyers and users. Under Office of the Secretary of Defense leadership, scientists and engineers
from the laboratories are the central participants in the development of the DoD Technology Area Plans.

The DoD laboratories are both performers and purchasers of research and technology. They maintain core
in-house expertise to supplement that available through industry and academia and to develop the
knowledge needed for best-value acquisition. Simultaneously, they are responsible for accessing and
enhancing industrial and academic capabilities in support of national security.

Like other elements of the DoD infrastructure, the laboratories are participating in the processes of
reinvention and acquisition reform. The laboratory workforce will be reduced by the turn of the century.
Accompanying this reduction in size are new personnel demonstration systems designed to reinvigorate
in-house quality and new organizational structures and acquisition procedures that stress interaction and
partnership with extramural performers.

In addition to their direct role in research and technology, the DoD laboratories are integral to the weapon
systems acquisition process. The critical functions they perform in support of the Service Acquisition
Executives include:

e Translation between warfighters' needs and technological opportunity, in both directions.

e Integration across the technologies, portions of the life cycle, related operational elements, and
the many performers and contractors required to develop, build, and maintain weapon systems.

e Continuity and corporate memory.

e Rapid response with high grade technical knowledge to solve warfighters' problems as they
develop.
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o Direct support to acquisition commands -- the Program Executive Officers and Program
Managers -- through technical expertise, contract management and other inherently government
functions, training of the workforce, and matrix staff support.

In addition to directly supporting their military departments, the laboratories act as agents for many
Advanced Research Projects Agency (ARPA), Ballistic Missile Defense Organization (BMDO), and
other DoD components' research and technology programs. They are the principal working interface with
the laboratories and technological developments of other agencies.

ADVANCED RESEARCH PROJECTS AGENCY

ARPA is the central research and development (R&D) organization for the Department of Defense. Its
primary responsibility is to maintain U.S. technological superiority over potential adversaries. A core
mission of ARPA is development and demonstration of revolutionary technologies that drive fundamental
change in military capability. In addition, the changing security environment and the challenge of
reducing the cost of Defense equipment in a reduced budget environment have increased ARPA's focus
on dual-use technology R&D. ARPA's dual-use focus will meet critical defense needs by breaking down
the barriers between the commercial and defense industries. This increased civil-military integration
permits an increased pace of innovation in defense systems, with reduced cost. In addition, many leading-
edge, defense-critical technologies, such as electronics, information processing, and communications,
come from the commercial sectors of the economy.

ARPA Programs

ARPA programs are centered loosely in three categories: Core Technologies, Infrastructure, and Military
Applications.

CORE TECHNOLOGIES

Core technologies include those technologies that provide the information technologies, software
processes, materials, and components that are essential for meeting DoD system needs, now and in the
future. These include technology areas in which ARPA has made sustained investments for many years
and which must be supported in the future to maintain U.S. military superiority, and new technology areas
that lead to further advances in military and industrial competitiveness. ARPA is:

e Supporting a very aggressive program in information technology designed to stimulate advances
in computing and communications. Investment areas include R&D in scalable computing
systems, intelligent systems, networking technologies including wireless and optical networks,
and advanced software development.

e Sustaining a focus on electronics technology with the goal of providing the capabilities necessary
to produce smaller, lower power, more mobile, and affordable defense commercial systems.
ARPA is funding semiconductor and integrated circuit technology and low cost physical
electronic packaging efforts that yield high performance multiple circuits, as well as the
associated manufacturing process technology necessary to produce these products at an
affordable cost. Optoelectronics, infrared circuitry, microwave and millimeter wave circuits,
digital signal processors, display technologies, and integrated combinations of these components
are examples of the electronics technology areas that ARPA is supporting.

e Investing in technologies and processes that promise to improve the manufacture and
performance of materials that have the highest payoff for military and commercial systems. This
includes investments in both structural and electronics materials.
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INFRASTRUCTURE

Infrastructure refers to those technologies and capabilities that enable the DoD to produce its materiel and
train and care for its personnel. With the draw down of forces and decreasing defense budgets, there is a
critical need to invest in R&D that can make the DoD infrastructure effective, efficient, and affordable.
The trend continues to move toward a shared national infrastructure with greater reliance on the civil
sector to support defense needs. ARPA is increasing its investment in the key infrastructure technologies
to support defense needs and reduce the costs associated with the extensive DoD infrastructure:

¢ Design and manufacturing technologies to reduce product life-cycle costs by improving design
efficiency and factory operations. For example, through investments in flexible manufacturing
ARPA is promoting affordable and efficient volume-independent manufacturing.

e Medical technologies to provide medical care more quickly, with better knowledge, and at lower
cost. ARPA is investing in those medical technologies that exploit information and electronics
technology to provide rapid, remote access to trauma care and medical expertise, and improve the
administration of health care systems by allowing ready access to patient records and rapid,
paperless patient processing.

e Education and training technologies aimed at improving the delivery and quality of training by
exploiting advances in networking and artificial intelligence systems, authoring tools, and other
information technologies to provide accessible, on-line instructional and research materials, on
demand.

MILITARY APPLICATIONS

Military Applications include innovative technology developments in support of improved, affordable
military capability. These investments focus on:

e Advanced combat vehicle concepts. The focus for air vehicles is on innovative concepts that can
lead to more affordable aircraft that meet multimission and multiservice needs. Programs are
focused on attack capability. For naval applications, modest programs for submarine technologies
continue, and efforts for innovative ship design and construction technologies have been
increased. A key factor is building a new relationship with the shipbuilding industry.

e Precision strike continues to be a critical investment area with emphasis on time-critical targets
and weapons of mass destruction. This application requires innovation in surveillance,
processing, and dissemination technologies. Major sensor emphasis is on advanced radar, electro-
optical and infrared sensors, and miniature ground sensors.

e« Command and control technologies and concepts developments that significantly improve
battlefield management and provide superior decision support to commanders. This focus builds
on ARPA's prior investments in information, electronics, and surveillance technologies. ARPA's
investments in information and electronics technologies continue to be enablers to command and
control technologies.

TECHNOLOGY REINVESTMENT PROJECT

The cornerstone of ARPA's dual-use efforts is the TRP. This project, along with other dual-use
technology investments, significantly contributes to the integration of the military-commercial industrial
base. Although TRP is a large program, it cannot address all technology and product areas. The program
is focused on areas that are essential to future defense capability and that have potential for commercial
products that can be inserted into Defense systems.
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FY 1993 Update

Initiated in late FY 1993, the response to TRP was very enthusiastic. Over 2,800 proposals were received
and evaluated by 300 evaluators from TRP agencies and military departments. The total number of
proposals selected for funding was 212 (over $600 million that included $140 million of FY 1994 funds).
The selections were diverse, representing 1,631 organizations, 46 states, the District of Columbia, and 5
foreign countries. Small businesses and universities were well represented. Successful TRP proposals
were goal/customer oriented; represented well-balanced, well-structured partnerships; had high
quality/credible cost sharing; demonstrated real industrial leadership; and had definite dual-use
characteristics.

FY 1994 and FY 1995

Two solicitations were issued in FY 1994. As in FY 1993, there were statutory requirements that TRP
efforts be competitively selected, specific participation was required (emphasis was on partnerships), cost
sharing of at least 50 percent by non-DoD entities, and defense use emphasized.

The focused competition, which incorporated the following seven topic areas, closed in June 1994,

High Density Data Storage Systems.

Object Technology for Rapid Software Development and Delivery.
Interoperability Testbeds for the National Information Infrastructure.
High Definition Systems Manufacturing.

Low Cost Electronic Packaging.

Uncooled Infrared Sensors.

Environmental Sensors.

Of the 238 proposals received, 175 were in the focus areas and 63 were in manufacturing extension
programs. Manufacturing extension centers work directly with smaller manufacturers (fewer than 500
employees) to assist them in using technology to improve their competitiveness or reduce their
dependence on defense customers.

All proposals were evaluated based on scientific and technical merit, technical approach and management
plan, commercial and defense impact (e.g., dual use), and commitment to move the technology to
products. The announcement of the selections for the focused competition was made on October 25, 1994,
Thirty-nine new projects were selected which involve a total of 224 participating firms, universities, and
laboratories from all over the country. In all, this represents a total DoD investment of $202 million
matched by a similar amount of nongovernment money over the next two years.

The general competition was announced in the Commerce Business Daily on October 21, 1994. This
competition represents approximately $400 million in technology development partnerships to include
manufacturing education and training. Announcement of selections made under this competition is
scheduled for third quarter FY 1995. Proposals are being solicited in the following dual-use technology
areas:

Biological sensors and multi-organ diagnostic screening.
Affordable polymer matrix composites for airframe structures.
Millimeter wave products.

Electronic and hybrid tactical and commercial vehicles.
Digital wireless communications and networking systems.
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Operations other than war.

Affordable controls.

Cryogenic coolers for electronic systems.

Low cost specialty metals processing.

Ceramic material applications.

Small precision optics manufacturing technology.
Microelectromechanical systems applications.
Other.

BALLISTIC MISSILE DEFENSE ORGANIZATION

BMDO research and technology activities focus on component upgrades to existing systems such as
Patriot and Aegis Standard Missile-2 and exploitation of promising technologies offering major advances
in ballistic missile defense (BMD) system capabilities. These activities represent a cooperative effort
between the BMDO, the Services, Defense agencies, federally funded R&D centers, and contractors
ranging from large aerospace corporations to small businesses. Since the early 1980s, the BMD research,
development, test, and evaluation (RDT&E) program has been the leader in providing the widest practical
selection of BMD options and has provided proven technologies to support informed decisions and
deployment of BMD systems.

RDT&E continues as the major portion of the BMDO program. Technology investments focus on the
components that can enhance advances in performance of the programs currently in acquisition, ensure a
reliable defense against new threats, and offer architectural options for future systems.

Functional technology areas include interceptors, directed energy, sensors, and innovative S&T.
Development of more capable and lighter weight projectiles for exo- and endo-atmospheric applications
is the main thrust of interceptor RDT&E. Advanced propulsion and guidance technologies, originally
developed for ground-based interceptors, are being applied to a miniaturized, high velocity, air-launched
missile for intercepting theater missiles early in their trajectories.

BMDO conducts limited RDT&E for directed energy systems, including chemical lasers. A scalable,
megawatt-class laser and a large pointing mirror have been fabricated. These key components are now
being integrated for an end-to-end test. This end-to-end testing is scheduled for completion at the end of
FY 1997.

BMDO continues efforts to develop effective passive sensor arrays with increased hardening and reduced
weight and cost. Ongoing efforts are reducing the cost of discrete sensor elements by about a factor of
two every year. The nuclear hardness of various sensor components (i.e., infrared mirrors, baffles, and
focal plane array assemblies) was demonstrated to near sufficient levels for the BMD system needs.

Innovative S&T programs are structured to make unique contributions to BMD by pursuing speculative,
high-risk technologies that may enable a quantum leap in capability over that available from conventional
approaches. The innovative program is two-fold -- provide seed funding for promising technologies and
transition those technologies into advanced technology demonstrators and to the private sector.

Much of the RDT&E pursued by the BMDO has broad application to meeting overall DoD needs with
potential for dual-use applications. A second important objective is, therefore, to conduct a portion of
BMDO RDT&E efforts in a manner that enhances this technology transfer. For nine years, the Office of
Technology Applications (OTA) within BMDO has focused on moving BMD technology out of the
Department and other federal laboratories and into the commercial marketplace and other agencies. It has
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been a model program that has enjoyed considerable success, working closely with government,
universities, and industry.

Table V-7 lists representative RDT&E accomplishments and their importance to both BMD capabilities
and transfer potential to the commercial sector.

In keeping with the BMDO focus on priority theater missile defense programs, BMDO transferred the
Topaz space nuclear reactor research program in 1994 to the Defense Nuclear Agency (DNA) for future
international cooperative research. Also, BMDO transferred to the Air Force the miniature sensor
technology integration program for collecting space-based infrared data through a series of small quick-
response spacecraft. BMDO also transferred to NASA the Single Stage Rocket Technology Program.

DEFENSE NUCLEAR AGENCY

DNA serves as the Defense Department's center for nuclear expertise, performing essential missions in
the areas of nuclear weapons stockpile support, nuclear effects research and operational support, and
nuclear threat reduction including arms control technology development. At the same time, DNA is
increasingly active in a variety of non-nuclear technology areas through the application of its nuclear
expertise to advanced conventional weapons' lethality, particularly against hardened and underground
targets.

Last year, a congressionally mandated study by RAND's National Defense Research Institute confirmed
the conclusions of earlier Office of Secretary of Defense, Joint Staff, and Defense Science Board studies
regarding the synergism and economy inherent in the consolidation of these missions within one
organization. The RAND study also recommended further consolidation of nuclear support missions as
part of the streamlined nuclear weapons infrastructure essential to the maintenance of future nuclear
deterrence. Further consolidation of DoD nuclear support missions is under review at this time.

Reflecting the findings of the various studies of the DNA mission over the past few years, DNA has
embarked on a major organizational change. The Agency has instituted procedures to reduce manpower
over the next few years to a level approximately half that of its peak strength in 1972. While exercising
caution to ensure that proper attention continues to be given to nuclear matters, as highlighted by the
RAND report, DNA will also continue to pursue more diversified missions, both to capitalize on a 50-
year investment in advanced technology and to facilitate the recruitment and retention of the high quality
staff which is the bedrock of nuclear expertise.
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Tahle ¥-7

Research Avea and
dccomplishments
Sensors:
— Superconducting quantum detector for
High Sensitiwity Focal Flane Array [(EER)

— BiG=/5i heterojuncture internal photoemizsive
(HIT) detectors

— Electron tunnel sensor

— Internal and externally cooled infrared
windomrs

Optoelectrondc devices for:
- High speed photonic networks

— Terabrte optical storage

Electromic devices for:

— Hon-volatile semiconductor RAM

— Low temperatuwre (10°EK) digital and analog
superconducting circuits

Computers:

— WaSF 23-D wafer-scale associative string
reconfiqurable processor

— ZD&NN 2-D analog menral network processor

- JFL tletacomputer

Communications:
= Lasercomm 1 GHz transceiver

— Terahertz all-photonic fiber netmorks

— Broadband Millimeter transceiver

Materials:
— Hon-linmear electro-opktic polymers

- Tide band-gap semiconductors

— Nanolithographically pattermed guantum
confined semiconductor material=s

Eocket Propulsion:

So0lid propellant oxidizer (ammondium
dimitramide, ADN)with higher energy but
mithout enviroomentally guestiomable chlorine
Energetic Oxetans Thermosplastic Elastomers

High-5 50lid Divert and Attitude Control
Fropulsion
Multiple Pulse Axial Motors

Power :

— 8olar array technology that includes
concentrators and dwal band-gap photovolaic
materials

BMDO RDT&E

Impact on BHD Capabilities

fidconrse detection. Low noize Wavelength
Division Multiplexer (WDH) receivers for test
and evalvation & command & control centers
Silicon compatible FPAs sensitive in the

§-12 micron region

Tncooled sensor with the sensitivity of HoldTe
Enable=s IR seeker operation at high velocity
and low altitude

High performance compukting and
communications for test & ewaluatiom,
simulation and Battle Management,
Command , Control & Communications(BLiC3)
brohival storage for test data

Long life memory for theater operations
Transceivers for broadband wireless backbones
for telecomm

High speed switching for Command and Control
centers (e.g., M)

Graphics engine for BMC2 and test &

evaluation work station

Compact (1 cubic inch) low-pomer(lW) fast

frame seeker

Teraflop performance for distribunted simulation

High capacity jam-less backbone for
sensor-to-shooter satellite downlinks
Terrestrial backbones for BHC3 and
test & ewalvation

Wireless backbones for BHCE and

test & evaluation

Demonstrated for the first time room temperature
spectral hole burning for dense memory
Demonstrated true blue laser diode, 3iC
nonvolatile RAM

Higher speed switching electronics resulting
from smaller designed rules

Beduces Eooster requirements by 10%
Eliminates envirommental concerns

Improves control of thrust profile

Propellant manvfacturing defects corrected by
reheating and recasting

Waste and reclaimed propellant rewsed without
penalty

Havy zafe propvlsion for hit-to-kill
Interceptor systems

Reduces divert requirements on hit-to-kill
interceptors

40% reduction in mass
0% reduction in cost
Tan-&llen radiation resistant

Some of DNA's current mission challenges are:

Potential for MHilitary

and Civilian Applications

betronomical observation. Low noise WL
receivers for the National Information
Infrastructure (NII)

Commercial remote sensing

Commercial remote sensing
High speed air-to-air or low altitude anti-cruise
missile

WII

Large public data bases, digital libraries,
medical , commercial video, and other archival
storage media

Wireless commurnications smart highears
[oltimedia centers

Tisvalization engine for multimedia

Powerful meuwral network processor for real-time
image processing and robobtics
Teraflop performance for scientific computation

Eemote sensing from space

HII

International teleconferencing

High capacity cache for Teraflop
supercomputers

Thin screen color display

Fermanent memory at RAM access speeds
ddvanced digital and anlaog devices for
commurications processing and simlations

Being considered as replacement

propellant for Shuttle carried Low Earth to
Geosynchronons transfer motors

Tri-service interest building integral part of
several TR&D programs

Highly maneuverable missile systems inside or
outside atmosphere
Flexible energy management for space motors

Cooperative program with NASA and

&ir Force, Flight demonstration tests being
avgmented by commurication satellite
Companies

Management of the Department's nuclear stockpile. DNA develops and implements the

procedures, systems, and supporting technologies to assure the safety, security, and reliability of
the DoD nuclear stockpile. Additionally, DNA provides DoD-wide training and independent field
inspections of the Services' nuclear weapons operational procedures and storage facilities. An up-
to-date data base on the status of all nuclear weapons in DoD custody worldwide is maintained by
DNA. The Agency also maintains a command center and response teams to react to nuclear
accidents or incidents anywhere in the world.

Weapon system operability. Given the proliferation of weapons of mass destruction and their

means of delivery, success on tomorrow's battlefields may require military systems which can
function during and after exposure to nuclear, chemical, and biological environments. Through its
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Combined Battlefield Environmental Effects Protection Standards program, DNA is streamlining
and simplifying the acquisition process for systems which must withstand multiple adverse
environmental effects including electromagnetic, nuclear, biological, and chemical exposure.
DNA technology also could be used to harden the sensitive microelectronics of commercial
satellites against the potentially devastating consequences of natural space radiation. This dual-
use technology program offers great potential for ensuring the continued U.S. business lead in the
commercial satellite industry.

o Cooperative Threat Reduction Program. DNA serves as the program manager for the Nunn-
Lugar/Cooperative Threat Reduction (CTR) Program which supports the safe, secure
dismantlement of former Soviet weapons of mass destruction. DNA provides the technical
expertise and contract management support essential to the implementation of the program'’s
many agreements with Russia, Ukraine, Belarus, and Kazakhstan.

e Arms control verification technology demonstration. DNA's support to arms control has grown
with the rapid expansion in the number and scope of treaties reached in recent years. DNA focus
is on the identification, coordination, and development of technologies with arms control
monitoring and verification applications.

e Counterproliferation technical support. DNA is concentrating on military response options to the
proliferation of weapons of mass destruction and their supporting infrastructure. Specifically,
DNA's program emphasizes optimized lethality, hard target kill capability, collateral effects
research and prediction, targeting technical support and methodology development, and
chemical/biological agent defense research and proliferation path assessments. DNA serves as the
executive agency for the Assistant to the Secretary of Defense (Atomic Energy) in support of a
DoD Counterproliferation acquisition strategy and directly supports the Counterproliferation
Initiative.

e Systems lethality. Underground and hardened facilities, often associated with weapons of mass
destruction programs, represent a proliferating target set. Enhancing conventional means of
destruction of these facilities, while minimizing collateral damage, is a top priority for DNA.
Understanding hardened target design, response, and vulnerabilities across the spectrum of war is
essential to future military operations.

e Scientific computing and information systems. High-performance computing capability is an
essential underpinning to all of DNA's activities in nuclear and conventional weapons effects and
their impacts on weapon system lethality, operability, and safety. Reflecting its heritage of 50
years involvement in advanced technology, DNA has some of the most sophisticated and
complex models and codes in existence anywhere.

CONCLUSION

The capability to acquire huge volumes of information, process it, and pass it on to combatants on the

battlefield is changing the face of war. Information technology continues to be the technology with the
most promise and the most broad-based usefulness. The Department continues to focus on it as a very

high priority. Information Technology enables a revolutionary change in warfare in many ways.

The Department proactively pursues dual-use technology, looking for opportunities for developing
technology that will serve as a basis for both commercial and military products. The Department also
looks hard for opportunities where technology can reduce costs and where the technology options that are
put on the table serve both the defense and the economic security needs of this nation.

The development of the Department's S&T programs will continue to contribute to economic growth and
competitiveness. The S&T program is balanced; addresses warfighting needs, technology reinvestment,
and dual-use; and places a high priority on affordability.
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To reach the goals of the S&T program, five management principles have been established. The
management principles are transition technology to address warfighters needs, reduce costs, strengthen
the commercial-military industrial base, promote basic research, and assure quality.

The Department has confidence that the investment in science and technology will continue to provide its
armed forces with technologically superior military systems.
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STRATEGIC NUCLEAR FORCES
INTRODUCTION

The mission of U.S. strategic nuclear forces is to deter a nuclear attack on the United States or its vital
interests and to convince potential adversaries with access to nuclear weapons that seeking a nuclear
advantage would be futile. In order to do this, the United States must maintain nuclear forces of sufficient
size and capability to hold at risk a broad range of assets valued by potentially hostile nations.

The threat of a massive nuclear attack on the United States is much lower today than it has been in more
than 40 years. Several developments have given rise to this situation, including the dissolution of the
Soviet Union and Warsaw Pact, the recent entry into force of the Strategic Arms Reduction Talks
(START) I Treaty and the expected future implementation of START II, and improved relations with
Russia. Still, approximately 25,000 nuclear weapons continue to be deployed in Russia and on the
territories of three other former Soviet republics. And even under START II, Russia will retain a sizable
nuclear arsenal. Moreover, the future political situation in Russia remains highly uncertain. In addition,
China is growing militarily and economically and has the potential to increase the size and capability of
its strategic nuclear arsenal significantly over the next decade. Finally, several countries are attempting to
acquire technology for nuclear weapons, medium- to long-range nuclear-capable missiles, or both. There
is, therefore, a risk that potentially hostile nations could acquire a limited capability for long-range
delivery of nuclear weapons in the next decade.

Two basic requirements thus guide U.S. planning for strategic nuclear forces: the need to provide an
effective deterrent while conforming to treaty limitations, and the need to be able to reconstitute adequate
additional forces in a timely manner should the positive trends in post-Cold War international relations be
reversed.

FORCE STRUCTURE AND CAPABILITIES

Assuming that START Il is implemented, the U.S. strategic nuclear arsenal by the year 2003 is expected
to include approximately the following:

e 450 to 500 Minuteman 111 missiles, each carrying a single warhead.

e 14 Ohio-class (Trident) submarines, each capable of carrying 24 Trident Il (D-5) submarine—
launched ballistic missiles (SLBMsS).

e 66 B-52H bombers equipped to carry a combined total of approximately 950 AGM-86B air-
launched cruise missiles (ALCMs) and AGM-129 advanced cruise missiles.

e 20 B-2 bombers carrying up to 16 gravity bombs each.

By the late 1990s, the entire force of B-1B bombers is expected to be dedicated to conventional missions.
While these aircraft would not be available for nuclear missions on short notice, given sufficient time and
the requirement to do so, they could be returned to a nuclear role. The B-2 and B-52H forces also will be
assigned conventional missions, while retaining their existing responsibilities as part of the U.S. nuclear
deterrent.

Land-Based Intercontinental Ballistic Missiles

At the end of FY 1995, the U.S. land-based intercontinental ballistic missile (ICBM) force will consist of
530 Minuteman Il ICBMs with three warheads each, 50 Peacekeeper ICBMs carrying 10 warheads
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apiece, and about five single-warhead Minuteman Il ICBMs. The last Minuteman Il will be retired in FY
1996. Assuming START Il enters into force, the number of Minuteman 111 missiles will decline to
between 450 and 500 and all of these missiles will be modified to carry only one warhead each. With
implementation of the START Il Treaty, the United States will eliminate the Peacekeeper system by the
year 2003.

The Department is preserving the option to transfer the Mark 21 warhead from the Peacekeeper to the
Minuteman system. The Mark 21 was identified as the safest U.S. nuclear warhead by the Drell
Commission, which was established by Congress to investigate the potential hazards associated with
handling, transporting, and deploying U.S. nuclear warheads. Mark 21 warheads contain several safety-
enhancing features that are designed to reduce the risk of an accidental nuclear explosion and prevent
molten plutonium from leaking outside the warhead in the event of a fire.

A significant challenge in future planning will be to ensure the continued viability of the industrial base
needed to maintain and modify deployed strategic ballistic missiles. For the first time since the late 1970s
-- when Minuteman procurement was essentially complete and Peacekeeper development was just
beginning -- the United States is not developing or producing any land-based ballistic missiles.
Furthermore, development of a new ICBM is not anticipated for at least 15 years. In part to forestall
industrial base erosion, the procurement rate for Trident 11 (D-5) SLBMs is being slowed, thus extending
production into the next century. The Department is also exploring new ways to preserve key industrial
technologies; reentry vehicle and guidance technology are particularly problematic, given the lack of
commercial applications. The FY 1996 budget provides funding to preserve a core of reentry vehicle
expertise and the capability to manufacture specialized material. The budget initiates a similar effort in
the area of guidance system technology; the support provided will ensure the United States retains an
industrial capability to address guidance system problems and design prototype systems.

Sea-Based Ballistic Missiles

Nuclear-powered ballistic missile submarines (SSBNs) armed with long-range SLBMs will assume a
greater share of the strategic nuclear deterrence mission if START Il is implemented. Under START I,
the SLBM force will provide about half of the 3,000 to 3,500 warheads that the United States will be
permitted to deploy. SSBNs, which are very difficult to detect when at sea, are the most survivable and
enduring element of the strategic nuclear triad. A significant portion of the SSBN force is on patrol at any
given time, and all submarines that are not in the shipyard for long-term maintenance can be deployed
during a crisis.

The U.S. SSBN fleet currently consists of 15 Ohio-class submarines; all older SSBNs have been phased
out of the strategic inventory. Three additional Ohio-class SSBNs, now in various stages of construction,
will be commissioned in 1995, 1996, and 1997, respectively. The final Ohio-class submarine, SSBN 743
(USS Louisiana), is scheduled to be commissioned in August 1997 and to make its first operational patrol
in FY 1998. No new SSBNs or SLBMs are either under development or planned.

The Trident Il (D-5) missile, which has improved range, payload, and accuracy relative to the Trident |
(C-4) and all previous SLBMs, allows the SSBN force to hold at risk almost the entire range of strategic
targets of any adversary. The first eight Ohio-class submarines carry the C-4 missile; the final ten have
been or will be equipped, at the time of construction, with the newer D-5. The FY 1996 budget provides
for continued procurement of D-5 missiles to support a 14-boat D-5 SSBN force. Four of the eight
submarines currently carrying the C-4 missile will be retrofitted with the D-5 system at regularly
scheduled ship maintenance periods. Under current plans, the other four boats will be retired by the time
START Il is fully implemented, leaving a total of 14 SSBNs armed with D-5s. These missiles, while
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capable of carrying eight warheads, will be downloaded consistent with START Il limits. This force of
Ohio-class submarines will form the bulk of the U.S. nuclear deterrent for the indefinite future. The
defense budget also continues to invest, albeit at a reduced rate, in SSBN security and survivability,
which will be of continued importance as the SSBN force becomes the dominant component of the U.S.
strategic deterrent.

Long-Range Bombers

At the end of FY 1994, the U.S. long-;range bomber force included 95 B-1Bs (84 primary aircraft
inventory, or PAI) and 94 B-52Hs (64 PAI). The first three B-2 stealth bombers were delivered to the Air
Force in FY 1994, and four more aircraft are scheduled for delivery in FY 1995. If current schedules and
acquisition plans remain in effect, the Air Force will receive its twentieth, and last, operational B-2 in FY
2000.

Whereas in the past the size of the bomber force was determined largely by nuclear targeting
considerations, the present force structure primarily reflects conventional warfighting requirements.
Specifically, the bomber force is sized to meet the demands of two nearly simultaneous major regional
conflicts while remaining a viable third leg of the nuclear triad. Because of the growing emphasis on
conventional warfare, and also because all nuclear weapons acquisition and integration associated with
the START Il bomber force is complete, modernization efforts are aimed mostly at improving bomber
capabilities for conventional missions. (The Aviation Forces chapter provides details on programs in this
area.)

All three types of bombers in the force are able to deliver either nuclear or conventional weapons and
could continue to do so under START I counting rules and weapons limits. However, the stringent
counting rules and deep weapon reductions mandated by the START Il accord will make it extremely
difficult, if not impossible, for the United States to retain all of its bombers in the nuclear role. Under
START II, B-1B bombers will no longer be counted as nuclear weapons carriers once the United States
notifies Russia of its intentions to reorient these aircraft to an exclusively conventional role. (This
transition is, in fact, already reflected in U.S. strategic operational planning, well ahead of the expected
date of START II's entry into force.) By contrast, B-52Hs and B-2s will continue to have both nuclear and
conventional capabilities. For example, a B-2 can carry up to 16 nuclear gravity bombs and a B-52H can
carry up to 20 long-range cruise missiles. Under the terms of the START Il agreement, conventional
bombers must be based separately from bombers with nuclear roles, and conventional bombers may not
participate in exercises or training for nuclear missions.

Finally, reductions have been made or are planned in the inventory of nuclear weapons for bombers.
SRAM-A missiles, whose warheads lacked many of the safety features of newer designs, have been
retired. Procurement of the AGM-129 advanced cruise missile was halted at 460 weapons in lieu of the
original objective of 1,460. Moreover, some AGM-86B ALCMs have been converted for conventional
use (and redesignated AGM-86Cs), and some gravity bombs and AGM-86B ALCMs have been retired or
placed in dormant storage.

READINESS AND SUSTAINABILITY

Plans to ensure that the Minuteman 111 system can be maintained at least to the year 2010 are well under
way. In August 1993, the Air Force announced that Rockwell International Corporation had been selected
to replace aging and potentially unreliable components in the Minuteman guidance system. Installation of
the new guidance subsystems is scheduled to begin in November 1997. Minuteman I11 solid rocket
motors will be overhauled to correct age-related degradation and to maintain system reliability. The first-
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stage motors will go through their first depot refurbishment after having been deployed for more than 25
years. The motors for the second and third stages of the rockets, which have demonstrated only about a
17-year service life, will be refurbished for a second time. Installation of the refurbished motors will
begin in FY 2000.

Reflecting the relaxation in Cold War tensions, the bomber force no longer is maintained on constant
alert. This change in policy reduces stress on the aircraft and crews and allows a greater emphasis on
conventional training. Although bombers are no longer kept on around-the-clock alert, they could be
returned to alert status within a few days if circumstances warranted.

Whereas the bomber force is now at a lower state of alert than it was during the Cold War, there has been
no change in the alert status of U.S. ICBMs and only a minor shift for SSBNs. A lower percentage of
SSBNs at sea routinely patrol within range of potential targets and maintain continuous communications
with command authorities. The United States still maintains two full crews for each SSBN, and about
two-thirds of operational SSBNs are at sea at any given time. (On average, about 10 percent of the SSBN
force is not operational at any given time because the ships are undergoing extended overhauls.) U.S.
ICBMs are still on continuous alert, but no ICBMs or SLBMs are targeted against any country on a day-
to-day basis. This change in targeting policy enhances strategic stability and reflects the new relationship
between the United States and Russia, in addition to protecting against the remote possibility of an
accidental launch. The missiles could, however, be returned to their previous targeting status on short
notice.

FUNDING AND MODERNIZATION

Reflecting the end of the Cold War, funding for strategic nuclear forces -- bombers, ICBMs, and SLBMs -
- continues to fall and is now the lowest it has been in more than 30 years. This is true in terms of both
total expenditures (adjusted for inflation) and the fraction of the total Department of Defense (DoD)
budget that is devoted to nuclear force elements. Spending for strategic nuclear forces, as a percentage of
the DoD budget, reached a 20-year high during the mid-1980s, when the Reagan Administration was
implementing its strategic modernization program. In 1984, for example, strategic offensive nuclear
programs accounted for 11 percent of the DoD budget, with funding for strategic defense and strategic
command, control, and communications accounting for an additional 3 percent of expenditures. In 1995,
by contrast, total strategic programs represent less than 5 percent of the DoD budget, and strategic
offensive nuclear programs represent slightly more than 3 percent. Moreover, one of the weapon systems
included in this category -- the B-1B -- is in the early stages of conversion to a conventional role. The
following charts show recent and projected trends in funding for strategic offensive forces.
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Modernization programs for strategic forces have been completed or severely curtailed during the past
few years. The only major acquisition efforts that remain are B-2 testing and modification to the Block 30
standard, B-1B conventional mission upgrades, Trident Il (D-5) missile procurement, and Minuteman 111
life extension. Moreover, much of this effort is aimed at increasing the utility of bombers in the
conventional role, not at nuclear capabilities per se. As shown in the chart below, expenditures to sustain
the readiness of the existing force now account for most strategic nuclear funding, having increased from
about 40 percent of the total in 1991 to 66 percent today. As the force structure stabilizes and
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modernization programs are concluded, operations funding will continue to dominate the decreasing

strategic nuclear forces budget.
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CONCLUSION

Strategic forces remain a critical element of the U.S. policy of deterrence. Although the forces are being

reduced in the aftermath of the Cold War, and the percentage of the DoD budget devoted to strategic

forces is declining, these forces will continue to provide a strong and credible deterrent to nuclear attack.
Moreover, U.S. strategic forces will retain a capability to respond to any reversal of the trends that have

led to reductions in the nuclear arsenals of the United States, Russia, and the other former Soviet

republics.
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LAND FORCES

INTRODUCTION

The Army and Marine Corps constitute the nation's land forces. Deployed on the ground and at sea, these
forces provide unique and complementary capabilities for carrying out defense missions. The Army
maintains forces for power projection, forcible entry, and sustained combat operations on land. The
Marine Corps, as part of the nation's maritime forces, provides expeditionary forces to project combat
power ashore in support of naval campaigns or in advance of Army and Air Force units. These diverse
capabilities give military commanders a range of options for conducting ground operations.

The Army maintains heavy and light forces, as well as special operations forces, based in the United
States, Korea, and Europe. Heavy forces -- armored and mechanized units -- are trained and equipped for
mobile warfare and for operations against armies employing modern tanks and armored fighting vehicles.
Light forces -- airborne, air assault, and light infantry units -- are tailored for forcible-entry operations and
for operations on restricted terrain, such as mountains, jungles, and urban areas. Light and heavy forces
can be employed independent of one another, or they can operate in tandem as part of a joint force, as was
done during the Persian Gulf War. For major deployments, the Army can dispatch a U.S.-based
contingency force of up to five divisions plus support elements anywhere in the world. Army forces
stationed overseas provide an additional source of combat power for regional deployments. The
capabilities of Army special operations forces are discussed in a separate chapter of this report.

The Marine Corps maintains forces designed for sea-based, self-sustained power projection and forcible
entry ashore. Marine units are employed as part of Marine Air-Ground Task Forces (MAGTFs) consisting
of ground and air combat, command, and support elements. Marine Expeditionary Units (MEUSs) are
forward deployed continuously in or near regions of vital U.S. interest. Embarked on amphibious ships
patrolling outside the range of shore-based weapons, these forces provide a swift and effective means of
responding to fast-breaking crises.

Operationally, land forces are assigned to a joint force commander, who employs them in close
coordination with aviation and support forces. Land forces also can operate in conjunction with naval
forces, as was the case in last year's Haitian deployment, when aircraft carriers sailed for Haiti with U.S.-
based Army forces aboard. The uncertain demands of the post-Cold War world make this kind of
flexibility key to the effective and efficient use of land forces.

MISSIONS

Land forces play a central role in the full range of military operations, from crisis response and limited
interventions to armed combat. Through overseas presence and power projection, these forces help deter
aggression and enhance regional stability. Should trouble strike, they are trained and equipped to seize
and hold territory, against heavy opposition if necessary, and to sustain combat operations for as long as
circumstances require.

Although U.S. land forces are necessarily structured and equipped for full-scale combat operations, they
are also prepared to conduct a range of operations short of war. Such missions, which are becoming more
prevalent in the post-Cold War era, include peace enforcement and peacekeeping, humanitarian assistance
and disaster relief, evacuation of U.S. citizens from crisis regions, counterdrug operations, and assistance
to law enforcement agencies during civil disturbances. For example, U.S. land forces are today playing a
key role in ensuring that democracy will be restored to Haiti.

THREAT
Threats can be characterized in terms of forces and weapon systems.
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Forces

U.S. forces could confront adversaries of vastly differing strengths and capabilities, depending on the
location and nature of an operation.

e Major regional conflicts (MRCs). These large-scale operations would place heavy demands on
U.S. forces. Conflicts could arise in regions important to the United States where friendly or
allied nations may be unable to match the power of aggressive neighbors. Combat would in all
likelihood involve large-scale, armored operations against an enemy employing possibly 2,000 to
4,000 tanks, 3,000 to 5,000 armored fighting vehicles, and 2,000 to 3,000 artillery pieces.

e Peace operations and other smaller-scale operations. In these smaller contingencies, U.S. forces
would primarily conduct peace enforcement or other intervention operations. Activities could
include armored or mechanized infantry operations, but most likely would involve light infantry
operations against paramilitary forces, militias, rogue militaries, or other irregular forces.

Weapon Systems

In general, threats encountered in MRCs would be standing armies of foreign powers, armed with mixes
of old and modern weapon systems. Adversaries in smaller-scale operations would tend to employ older
weapon systems. Many nations, including members of the North Atlantic Treaty Organization (NATO)
and the former Warsaw Pact alliance, are selling weapons on the international market. Thus, U.S. forces
must be prepared to face a wide variety of systems, including some previously produced in the United
States.

As illustrations, older tank systems that U.S. land forces might face include Soviet T-55s and T-62s, as
well as early-generation T-72s; newer systems include later-generation Soviet T-72s with reactive armor
and T-80(U)s with integral reactive armor. Older attack helicopters that potential adversaries might
employ include Soviet MI-8/17 HIPs and German BO-105s; newer systems include Soviet MI-24/25
Hinds and upgraded French SA-342 Gazelles.

New weapon technologies will add more advanced capabilities to threat forces. Possible examples include
tank upgrades (e.g., day and night optics, active defense systems that redirect or destroy incoming
projectiles), advanced antitank guided missiles capable of top attacks against tank turrets, tactical ballistic
missiles, and large-caliber, longer-range artillery.

Irregular forces will be unable to match the combat power of heavy U.S. weaponry. However, the
proliferation of modern light arms, if combined with a fighting style unconstrained by laws or ethical
codes, would pose significant challenges with which U.S. forces might have to deal.

Although potential adversaries are acquiring modern weapons, they are still vulnerable. U.S. dominance
in command, control, communications, and intelligence technologies enables U.S. land forces to seize the
initiative in battle. This advantage, coupled with the superior training and logistical support that U.S. land
forces receive, gives them a capability unmatched by any potential opponent.

FORCE STRUCTURE AND CAPABILITIES

The structure of Army and Marine forces reflects the diverse operations they might be called upon to
perform. Major regional conflicts pose the most significant potential demands, and thus drive force
requirements. Land forces would be heavily involved in all phases of an MRC. The specific roles they
could play are illustrated below:

e Phase | -- Halting the Invasion. Selected Army forces and MAGTFs would move rapidly to help
allied forces establish a viable defense, thereby minimizing the loss of critical facilities and
territory. If necessary, forcible-entry operations would be conducted using sea-based, airborne, or
air assault forces working singly or in concert. Selected heavy force elements also would
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participate in this opening phase of an MRC. The primary tasks of these early-deploying forces
would be to mount an initial defense in conjunction with naval and aviation forces, and secure
ports and airfields for the arrival of follow-on forces.

e Phase Il -- Force Buildup. As heavier ground elements arrived, emphasis would shift from halting
the invasion to preparing for a counteroffensive. Amphibious, air assault, and mechanized forces
would conduct ground attacks along a broad front and engage rear-area targets with missile and
artillery fire, to ensure that the enemy could not regain the initiative on the ground.

e Phase Il -- Counteroffensive. Once sufficient forces were available in the theater, a large-scale
air-land counterattack would be launched. Land forces would have primary responsibility for
engaging and defeating enemy ground formations. Major tasks would include breaching
minefields and defensive barriers, maneuvering to destroy armored formations, dislodging and
defeating dismounted infantry in defensive positions or on urban terrain, and destroying enemy
artillery.

e Phase IV -- Ensuring Postwar Stability. Once the enemy had been defeated, some land forces
would remain in the theater to enforce the peace. These forces could be called upon to help in
repatriating prisoners of war, to occupy and administer enemy territory, or to assist local
authorities in restoring essential human services.

These basic land force roles in major combat operations drive overall requirements for Army and Marine
forces. Specific goals, derived in the Bottom-Up Review a year ago, call for the following forces to
prosecute two nearly-simultaneous MRCs. Army combat forces would include 10 active component
divisions, augmented by 15 enhanced-readiness Army National Guard (ARNG) combat brigades. The
ARNG units will be maintained in a status that allows them to deploy within 90 days of mobilization. The
Marine Corps would provide two to three Marine Expeditionary Forces (MEFs), augmented and
reinforced by Marine Reserve forces.

The forces required for peace operations and smaller-scale operations normally are subsumed within
those needed for MRCs. For example, the land force contingent for a substantial peace enforcement or
intervention operation might include various combinations of the following: an Army airborne or air
assault division, an Army light infantry division, an Army armored or mechanized infantry division, and a
Marine Expeditionary Force (Forward).

Army Force Structure

The FY 1996 budget continues the Army's transition to the post-Cold War force structure mandated by
the Bottom-Up Review. By the end of FY 1996, the Army will consist of four corps and 18 active and
reserve component divisions, down from five corps and 28 divisions prior to the end of the Cold War.
The active force will continue to be reduced, declining from 18 divisions and an end-strength of 732,000
in FY 1990 to 10 divisions and an end-strength of 495,000 in FY 1996.

Over the next two years, the Army will inactivate two army headquarters, called Continental U.S. Armies
(CONUSAS), three combat brigades, and two divisional headquarters and their associated units. The
remaining 10 active divisions will include one airborne, one air assault, two light infantry, and six heavy
(armored and mechanized) divisions. All divisions will consist of three active component brigades. Some
divisions will have one brigade stationed at a different location. The net result will be a reduction of
approximately 10 percent relative to today's active force level of 540,000. The reductions and
realignments will be accomplished as follows.

In FY 1995, the 194th Armored Brigade (Separate) at Fort Knox, Kentucky, and the 3rd Brigade of the
25th Infantry Division at Schofield Barracks, Hawaii, will be inactivated. The 1st Brigade, 7th Infantry
Division (Light) at Fort Lewis, Washington, will be redesignated as the 3rd Brigade of the 25th Infantry
Division. The 1st Brigade, 6th Infantry Division at Fort Richardson, Alaska, will be aligned with the 10th
Mountain Division (Light Infantry), at Fort Drum, New York, serving as its third brigade.
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Realignment of CONUSA s (the units that provide regional oversight for reserve training and
mobilization) will also be completed in FY 1995. The 1st Army at Fort Meade, Maryland, and the 6th
Army at The Presidio of San Francisco, California, will be inactivated. Oversight of reserve units will be
consolidated under the two remaining CONUSA headquarters. The 2nd Army at Fort Gillem, Georgia,
will control reserve units in an area extending from Minnesota to Louisiana and eastward. The 5th Army
at Fort Sam Houston, Texas, will control reserve units in the western portion of the country.

In FY 1996, the headquarters and supporting units of the 1st Infantry Division (Mechanized) at Fort
Riley, Kansas, and the 4th Infantry Division (Mechanized) at Fort Carson, Colorado, will be inactivated.
One brigade at Fort Carson will also be inactivated. The brigade remaining at Fort Carson will fall under
the command of the 2nd Armored Division at Fort Hood. The two brigades remaining at Fort Riley will
serve as the third brigades of the two divisions stationed in Germany.

Adjustments in the Army reserve components -- the Army National Guard and the U.S. Army Reserve --
are being made consistent with the reduction in the active force structure. The National Guard has
declined from 10 divisions in the early 1990s to eight divisions today; total end-strength in the Army
reserve components will have declined from 736,000 in FY 1990 to 575,000 by FY 1998. Today, Army
reserve component end-strength stands at 670,000.

The ARNG will continue to provide combat forces to augment the active force. In addition to the
enhanced readiness brigades mentioned earlier, the ARNG will maintain strategic reserve combat forces
consisting of eight divisions, two brigades, and one infantry scout group. These units will be maintained
at readiness levels that allow them to mobilize in the event of an extended crisis or protracted operation.
These forces also would provide an initial response in domestic emergencies. Like the enhanced readiness
brigades, they could be activated and employed as a rotation force for peace operations.

ARNG and Army Reserve forces also will continue to perform combat support and combat service
support functions that they have fulfilled so effectively and responsively in the past. More than 60 percent
of the combat support and combat service support required by active Army forces will come from the
reserve components. Reserve forces also will continue to play dominant roles in disaster relief operations
in the United States.

Marine Corps Force Structure

The Marine Corps will maintain four divisions (three active and one reserve), three active aircraft wings
and one reserve wing, and associated active and reserve combat support elements. The Marine Corps
Reserve will continue to provide forces to augment, reinforce, or reconstitute the active component of the
Marine Corps in time of war or national emergency. Active Marine Corps end-strength has declined from
194,040 in FY?1991 to 174,000 today; Marine Corps Reserve end-strength has dropped from 44,900 to
42,000 over the same period. Table VI-1 summarizes the planned FY 1998 force structure for the Army
and Marine Corps.
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Army and Harine Corps

Force S5tructure and End-Strength

Table ¥I-1

Objective
(FT 1998)
AYIY
Active Component
Divisions 10
Armored cavalry regiments 3
End-strength[a] 495, 000
Army Mational Guard
Divisions g
Separate brigades and armored cawvalry regiments 15[ b]
End-strength[a] 367,000
Arnmy Beserve end-strengthfa] 208, 000
Ilarine Corps
Active Component
Divisions 3
Wings 3
Force Service Support Groups 3
End-ztrengthl[a] 174,000
Eeserve Compohent
Division 1
Wing 1
Force Service Support Group 1
End-strength[a] 42,000

[a2] End-strength figures include all functional areas of cowmbat,

and combat service support.
[b] Fifteen will be enhanced brigades.

Stationing

The following chart shows the location of major Army and Marine Corps units as of January 1995.

combat support,
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Deployment of U.S. Divisions
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The peacetime presence of U.S. forces overseas demonstrates the nation's commitment to the security of
friends and allies and enhances U.S. crisis-response capabilities.

EUROPE AND ATLANTIC REGION

The United States remains committed to fulfilling a significant role in the North Atlantic Treaty
Organization. A corps headquarters plus substantial elements of two Army divisions, including support
elements -- with a total troop strength of 65,000 -- will be retained in Europe. Brigade sets of Army
equipment will remain prepositioned on the continent. This materiel will allow in-place divisions to grow
to full strength and additional forces to be deployed to the theater in the event of a conflict. A Marine
Expeditionary Unit will be routinely deployed in the Mediterranean Sea, and a set of equipment sufficient
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for a Marine Expeditionary Brigade will be maintained in Norway and on maritime prepositioning ships
(MPS) in the Mediterranean Sea.

NORTHEAST ASIA AND PACIFIC REGION

The Army 2nd Infantry Division -- with two brigades plus other Eighth Army supporting elements and a
total troop strength of nearly 26,000 -- will be maintained in South Korea to deter aggression from the
north. The Army 25th Infantry Division (Light), stationed in Hawaii, and a brigade of the 10th Mountain
Division, stationed in Alaska, are also oriented to the Pacific region. The 3rd Marine Division (one
reinforced regiment of which is deployed in Hawaii) and an Army special forces battalion will be retained
in Okinawa. Prepositioned equipment will be maintained ashore in the Pacific region for one Army
brigade. Also, one set of equipment for a Marine Expeditionary Brigade will be maintained afloat on
maritime prepositioning ships stationed in the vicinity of Guam.

SOUTHWEST ASIA

Two brigade sets of Army equipment will be stored ashore in the region. One of these sets will be
maintained in Kuwait for use by U.S. forces who will deploy to the region on a rotational basis to train
and exercise with Kuwaiti forces. One MPS squadron containing equipment for a Marine Expeditionary
Brigade will be deployed in the region. In addition, one brigade set of Army equipment will be
prepositioned afloat, for use in regional crisis-response operations.

READINESS AND SUSTAINABILITY

Maintaining ready, capable forces is the top priority of the defense program. The compensation and
quality of life initiatives discussed in earlier sections of this report are key to attracting and retaining the
high-quality personnel on which readiness depends. Training is another important contributor to
readiness, and an area that will continue to receive close attention in the years ahead.

The Army and Marine Corps provide a wide range of training opportunities for their forces. These include
joint and single-service programs in the United States and large multinational exercises conducted
regularly abroad. The use of battle simulators at home bases and combat training centers (CTCs) allows
Army and Marine forces to hone critical skills in advance of field exercises and operational deployments.

The National Training Center (NTC) at Fort Irwin, California, the Joint Readiness Training Center
(JRTC) at Fort Polk, Louisiana, and the Combat Maneuver Training Center (CMTC) at Hohenfels,
Germany, use instrumented field exercises to improve the readiness of battalion- and brigade-sized units.
The Army's goal is to train 12 brigades at the NTC each year and 10 brigades at the JRTC, while
providing annual training opportunities at the CMTC for all of its European-based infantry and armor
battalions. The Battle Command Training Program (BCTP) gives division and corps headquarters staffs
specialized training in wartime command functions. This program combines seminars and battle
simulations at Fort Leavenworth with computer-assisted command post exercises at home stations. Plans
call for all active component division and corps staffs to receive BCTP training once every two years; all
ARNG division and brigade staffs will train once every three years.

Marine Corps units conduct large-scale, live-fire and maneuver field exercises at the Marine Corps Air-
Ground Combat Center (MCAGCC) at 29 Palms, California. Eight active-duty and two reserve infantry
battalions are trained each year in MAGTF-level exercises. The Mountain Warfare Training Center
(MWTC) in Bridgeport, California, prepares Marine units for both mountain and cold-weather operations.
Marine expeditionary units also receive extensive training before each deployment at MCAGCC, MWTC,
and land force training centers, located at Camp Lejeune, North Carolina, and Camp Pendleton,
California. Finally, under the MAGTF Staff Training Program, senior commanders and staffs receive
specialized training for employing MEFs in joint operations.
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Army and Marine forces also participate in joint and combined training exercises both in the United
States and abroad. Major exercises in FY 1994 included Bright Star 94 in Egypt, Cobra Gold 94 in
Thailand, Native Fury in Kuwait, Ulchi Focus Lens 94 in Korea, and Fuertes Caminos in South America.

Land forces have been employed in numerous crisis-response operations in recent years. These
deployments, coupled with routine overseas presence missions, have placed strains on the operations and
maintenance accounts, which also fund training and sustainment programs. The Department is acutely
aware of this problem and is working with Congress to find a method of funding contingencies that does
not harm readiness. In the meantime, some Army and Marine Corps commanders are abbreviating field
exercises, operating fewer vehicles, and using simulators to achieve savings in operating and maintenance
accounts, while maintaining at an acceptable level the quality of training provided to their forces.

MODERNIZATION

Modernization programs for the Army and Marine Corps will preserve the combat edge that U.S. land
forces now possess, while laying the technological groundwork for longer-term enhancements.

Army

U.S. warfighting strategy calls for winning conflicts rapidly with minimum casualties by denying the
opponent the ability to maintain a coherent operational plan or to respond decisively to changing
battlefield conditions. This concept requires both superior weaponry and a superior ability to concentrate
the efforts of intelligence, logistics, fire support, and maneuver forces at the decisive time and place. To
this end, Army modernization programs emphasize five interrelated areas where U.S. forces must
maintain a decisive edge: battlefield intelligence and communications; precision strikes; battlefield
maneuver; force protection; and force projection and sustainment. To achieve these objectives in a
fiscally constrained environment, the Army is integrating selected capabilities (e.g., night-vision devices,
information digitization) into the force through system upgrades, while pursuing only those new programs
of highest priority.

In some instances, modernization programs have been restructured or slowed to free resources for
readiness and quality of life initiatives. One example is the Comanche (RAH-66) armed reconnaissance
helicopter program, which has been restructured as a technology demonstration effort. Under the revised
plan, two flyable prototypes of the Comanche will be produced. The Army will rely on the Apache
Longbow helicopter for the armed reconnaissance function into the next century.

ABRAMS TANK UPGRADE

The M1A2 upgrade program will improve the lethality, mobility, and survivability of approximately
1,000 older Abrams M1 tanks. Enhancements include a 1220mm gun, suspension improvements, a
nuclear-biological-chemical (NBC) protection system, and improved armor. Battlefield performance will
be enhanced through the addition of a commander's independent thermal viewer, an independent
commander's weapon station, position navigation equipment, and a digital data bus and radio interface
unit that permit the rapid transfer of data between the Abrams and other systems on the battlefield. The
MZ1AZ2 upgrade program began in FY 1993. Since then, 234 tank upgrades have been funded; another 547
are programmed during FY 1996-2001. The remaining conversions will be accomplished with funds
requested beyond FY 2001.

BRADLEY FIGHTING VEHICLE UPGRADE

The A3 upgrade to the Bradley fighting vehicle system will complement the capabilities provided by the
M1A2. Approximately 1,600 existing Bradley A2s will be remanufactured into A3s. In addition to
providing digital communications capability, the A3 upgrade improves the lethality and survivability of
the Bradley by adding an improved fire control system and a commander's independent thermal viewer.
When equipped with upgraded Bradleys, mechanized infantry units will be able to share battlefield data
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with M1A2-equipped armor units. Engineering and manufacturing development of the A2-A3 Bradley
upgrade will continue through FY 1996. Low-rate initial production is scheduled for FY 1997.

APACHE LONGBOW AND LONGBOW HELLFIRE MISSILE

This modification to the Apache helicopter will provide ground commanders with a long-range aerial
weapon system capable of delivering massed, rapid fire in day or night and in adverse weather.
Longbow's digitized target acquisition system can automatically detect and classify targets. The target
acquisition system uses a millimeter-wave radar to direct a fire-and-forget version of the Hellfire Il
missile. Initial operational tests and evaluation of the Longbow system will be conducted in January
through March of 1995; a production decision is expected in October 1995.

BRILLIANT ANTI-ARMOR SUBMUNITION (BAT) AND SENSE AND DESTROY ARMOR
(SADARM)

BAT and SADARM are fire-and-forget submunitions designed to destroy tanks and other armored
targets. BAT submunitions will be carried deep into enemy territory by the Army Tactical Missile System
(ATACMS). Once released, BAT will use infrared and acoustic sensors to autonomously locate and
attack moving armored vehicles. BAT will begin contractor developmental testing in FY 1996 and start
low-rate initial production in FY 1998. SADARM is delivered to its target by 155mm howitzers (two
submunitions per projectile). It is designed to destroy lightly-armored vehicles, primarily self-propelled
artillery. Once dispensed from its carrier, SADARM locates its target using dual-mode millimeter-wave
and infrared sensors. SADARM began low-rate initial production in FY 1995 and is scheduled for initial
operational testing and full-rate production in FY 1998.

JAVELIN

This new man-portable missile system will improve the antiarmor capability of dismounted Army and
Marine forces. It will replace the Dragon antitank system in infantry, scout, and combat engineer units.
The Javelin can destroy both conventional and reactive armor targets from frontal or top attack positions.
The system will improve soldier protection in two ways. First, its fire-and-forget technology will allow
gunners to launch their missiles and immediately take cover. Second, the Javelin can also be safely fired
from enclosed positions. Javelin is currently in low-rate initial production; a decision on full-rate
production will be made in 1997.

ADVANCED FIELD ARTILLERY SYSTEM (AFAS) AND FUTURE ARMORED RESUPPLY
VEHICLE (FARV)

These new-generation indirect-fire cannon and artillery resupply systems will be used by heavy Army
forces. They will provide a significant increase in accuracy, rate of fire, mobility, and survivability,
restoring the Army's cannon artillery supremacy. Innovations incorporated in the systems include a liquid
propellant cannon, automated ammunition handling, and advanced fire control capabilities. AFAS and
FARV will be in research and development during the program years; procurement is scheduled to begin
in FY 2005. The AFAS and FARV will replace, respectively, the M109A6 Paladin self-propelled
howitzer and M992 field artillery ammunition supply vehicle in early-deploying divisions, freeing those
systems for allocation to other artillery units.

ARMORED GUN SYSTEM (AGS)

This new lightly armored vehicle will provide early-entry forces with a rapidly deployable, direct-fire
antiarmor capability. Designed for easy transport, the AGS can be driven on and off the cargo ramps of
airlift aircraft and delivered directly to the battlefield via parachute sleds. The AGS will replace the aging
M551A1 Sheridan armored gun system operated by light Army forces. A total of 216 of these vehicles are
programmed for procurement during FY 1996-2001.

FAMILY OF MEDIUM TACTICAL VEHICLES (FMTV)
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This new family of 2 1/2-ton and 5-ton trucks will be used by combat, combat support, and combat
service support units to move troops, equipment, and supplies within operating theaters. The trucks will
be produced in a variety of versions, all incorporating a common chassis. This will reduce production
costs and save maintenance time and expenses. The current five-year procurement contract will end in FY
1996 after 7,319 trucks have been produced. A second five-year contract will be awarded in FY 1999.

Marine Corps

Marine Corps modernization requirements derive from the operational maneuver from the sea concept,
which provides for assaults to be launched further offshore, with greater flexibility, speed, and combat
power. Initiatives that emphasize amphibious and aerial assault capability; land, sea, and air mobility;
mine countermeasures; and fire support capabilities are essential to this concept.

Table ¥I-2
Key Army and Marine Corps Modernization Programs
Current Dollars
(Millions)
FY1994 FY12395 FT1996 FYi297
biotual betual Eudgeted Flanned
Lrmy FOT-E
abrams Upgrade 9.0 11.7 8.8 48 7
LFL S 121.7 150.2 120.5 174.32
EAER 821.9 5331 46 8 22.9
dpache Longbow and Longbow Hellfire tHssile 271.1 169.0 23.6 4.1
EAT 121.9 117.5 193.3 186.0
Bradley Tpgrade 61.5 75.1 117.9 91.7
Comanche 3652 488 & 1991 298 .6
FART 23.9 21 .6 7.1 93.5
FLITT 2.7 6.3 — —
Jarelin C 3d.3 - -
SADARH 42 10 41 .4 16.6 3.6
brmy Frocurement
bbrams Upgrade 105.4 172.9 473.9 4558 . 4
EAEH 8.2 — 141 .6 182.2
Apache Longbowr - a4 254 .8 4097
Eradley Tpgrade 201.6 144 .4 1322.3 121.7
FLITT 29.0 386.0 39.7 —
Javelin 207.3 2126 171. 4 168. 2
SADARH — 24 .82 24 3 62. 4
Havy BOTLE for the HMarine Corps
LbhT 21.2 32.7 22,4 31.4
Lightmeight 155mm Homitzer — &.4 10.8 11.5
SRATW/Predator 23.9 14.0 31.5 33.4
T-22 9.8 452 .7 TEE. 5 580.9
bircraft Procurement, Navry
T-22 — — 48,0 640, 2

V-22

This new tilt-rotor aircraft is designed to replace the Marine Corps' aging fleet of CH-46 and CH-53D
helicopters. The V-22's combination of range, speed, and payload will enable Marine units to move
assault forces and supplies faster from ship to shore and within the area of operations. This improvement
in mobility also enhances the survivability of supporting naval forces. Ships embarking these aircraft will
be able to remain further offshore, thereby decreasing their vulnerability to shore-based missiles,
underwater mines, and detection by ground surveillance systems. The V-22 program is currently in
engineering and manufacturing development. Low-rate production is planned to begin in 1997.
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ADVANCED AMPHIBIOUS ASSAULT VEHICLE (AAAV)

This new amphibious assault vehicle is designed to replace the Marine Corps' aging AAAV-7s, which are
now more than 20 years old. The AAAV will allow Marine assault forces to deploy from amphibious
ships located over the horizon, move rapidly to the beach, and continue the attack inland in a seamless
operation. It will also provide armor-protected transport and direct fire support to Marine infantry forces
ashore. Currently, two contractors are working to define AAAV concepts. The program plan anticipates a
single competitively-awarded demonstration and validation contract in late 1995; low-rate production is
anticipated to begin in 2005.

LIGHTWEIGHT 155MM HOWITZER

This program is a cooperative venture with the Army to replace the aging 155mm M198 howitzer with a
lighter, more effective weapon. A lighter howitzer will make ship-to-shore delivery of artillery easier and
increase the responsiveness of artillery units to ground operations. Initial research and development funds
for the system are requested in the FY 1996 budget.

SHORT-RANGE ASSAULT WEAPON (SRAW)/PREDATOR

SRAW/Predator is a lightweight assault missile designed to defeat modern main battle tanks at short
range. It improves gunner survivability through fire-and-forget technology and the ability to fire from
enclosed spaces. This joint Army-Marine Corps program is currently in research and development.

Additional modernization programs for the Marine Corps are discussed in the Maritime Forces section of
this report.

CONCLUSION

FY 1996 marks a year of continued change for the Army and Marine Corps. Both services will take
additional steps to streamline and adapt their forces to post-Cold War requirements. While giving first
priority to readiness, the FY 1996 budget and associated six-year program make the selective
enhancements needed to keep Army and Marine equipment and munitions inventories capable and
modern. The force structure and modernization initiatives outlined in this chapter represent a balanced
and prudent approach to meeting future needs.
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MARITIME FORCES

INTRODUCTION

Maritime forces include Navy ships, aircraft, and shore support, as well as Marine Corps air and ground
forces. These forces ensure the United States' use of the sea, including access to selected land areas
through expeditionary amphibious operations. They provide peacetime overseas presence and prompt
crisis-response capabilities, and can redeploy worldwide with unmatched independence from foreign
basing and overflight limitations. Once committed to a conflict, these forces are capable of projecting
significant firepower ashore.

The inherent characteristics of maritime forces -- flexibility, self-sustainability, and mobility -- are vital in
the post-Cold War world, where crises may arise outside areas where long-established U.S. alliances and
bases exist. These qualities have been exploited frequently over the past year in operations both overseas
and close to American shores.

The FY 1996 budget and Future Years Defense Program (FYDP) will maintain these qualities through
selective modernization programs for key elements of the force. Combat readiness will be preserved, and
quality of life enhancements will be pursued using savings accrued from the deferral of lesser-priority
development and procurement programs. The result will be a modern, highly versatile force, smaller than
its Cold War-era predecessors but possessing the diverse capabilities needed to meet evolving challenges.

MISSIONS

The primary focus of maritime forces has shifted from global to regional threats. In this context, maritime
forces perform the following missions:

e Deterrence -- deterring aggression against the United States, its forces, or U.S. friends and allies.

e Forward Presence -- using forward-deployed and forward-based forces to promote regional
stability, improve joint operations with other U.S. forces and allies, and ensure timely crisis
response.

o Littoral Operations -- massing U.S. and allied forces and moving them ashore to deter and, if
necessary, Overcome an aggressor.

e Strike Warfare -- projecting firepower from the sea against targets ashore.

e Sea Control Operations -- gaining adequate control of the seas to secure U.S. objectives in
regional operations.

e Maritime Support of Land Forces -- deploying and sustaining U.S. combat forces overseas
through prepositioning, strategic sealift and its protection, resupply operations, and other support.

e Surveillance -- using a wide array of sensors to monitor air, surface, and subsurface areas of
interest to the United States.

o Space and Electronic Warfare/Intelligence -- denying an enemy the use of the electromagnetic
spectrum while exploiting it for U.S. purposes.

To carry out these missions, maritime forces conduct antiair, antisubmarine, and antiship operations as
well as a variety of land attack missions. Amphibious, airborne surveillance, mine warfare, and fleet
support operations also are vital to ensuring control of the seas -- a requisite capability in the successful
employment of naval forces.
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Maritime forces operate under joint command as appropriate, and ships can offer particularly suitable
facilities for command and control of joint operations early in a contingency. When employed in a joint
operation, maritime forces both provide support for other force elements and receive support from them.
As an example, carrier-based aircraft and cruise missile-equipped ships and submarines can join land-
based aviation forces in attacking ground targets, as they were called on to do in the Persian Gulf War.
Likewise, land-based forces can contribute significantly to maritime operations, an important example
being the aerial-refueling support provided to carrier aircraft by Air Force tankers.

In 1994, the Navy and Marine Corps (both active and reserve elements) participated in operations around
the world spanning the full range of naval missions. Maritime forces spearheaded Operation Uphold
Democracy in Haiti; participated in U.N. and NATO operations in Bosnia; enforced U.N. sanctions
against the Haitian military; supported U.N. resolutions against Iraq, including enforcement of the no-fly
zones and maritime interdiction operations; delivered humanitarian aid to Somalia and provided security
for relief workers there; supported the evacuation of American citizens from Rwanda; provided support
for Haitian and Cuban refugee operations; and used naval patrols and surveillance assets to help counter
drug trafficking in the southern approaches to the United States.

THREAT

Naval forces could face a variety of threats while employed in forward areas. Potential regional
adversaries, although not as powerful as the former Soviet Union, could still pose strong challenges to
forces operating close to the shore. Among the most worrisome threats are antiship cruise missiles, which
are becoming increasingly available throughout the world. These sophisticated, relatively inexpensive
weapons can be launched from the air, sea, or land. The short reaction times inherent in countering them,
once airborne, pose a significant challenge to existing antiair systems. Advanced weapons produced in
several countries are being deployed in the Persian Gulf region, for example, presenting new and
challenging threats to surface vessels.

The proliferation of weapons of mass destruction and tactical ballistic missiles poses another serious
threat to U.S. forces operating in littoral environments. The risk that these weapons would be employed in
a regional conflict has increased substantially over the past two decades. Currently, more than 25
countries possess or are developing nuclear, chemical, or biological weapons, and more than 15 nations
have ballistic missile delivery systems.

Naval mines also pose a significant threat in littoral environments. Potential adversaries can accomplish
offensive and defensive mining not only by using inexpensive, primitive techniques, but also by
exploiting new mine technologies that are resistant to current clearance measures. To counter this threat,
U.S. forces would first attempt to avoid minefields by maneuvering around them. If evasion were
impossible, or if undetected fields were encountered, U.S. forces would move promptly to clear passages
so that seaborne operations could proceed.

Diesel-electric submarines constitute another undersea threat with which U.S. forces must be prepared to
deal. These vessels, operated by numerous navies around the world, can be difficult to detect when
patrolling in shallow water. Uncountered, they can disrupt shipping and shut down vital sea lanes in
littoral areas.

U.S. military strategy assumes that potential regional aggressors will field a diverse range of capabilities
with which U.S. maritime forces might have to deal. The FY 1996 budget and six-year program will
ensure that the Navy and Marine Corps are equipped and trained to deal effectively with these threats.
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FORCE STRUCTURE AND CAPABILITIES

During the Cold War, carrier battle groups and amphibious ready groups were the centerpieces of the
maritime force structure. Carrier battle groups usually consisted of one aircraft carrier and about six
cruisers or destroyers and one or two attack submarines, augmented by various support ships.
Amphibious ready groups were composed of four to five assault landing ships and their embarked Marine
components. Emphasis on these basic force elements continues in the post-Cold War period, although
significant changes are being made in some of their components and in the ways they are employed in
joint operations.

The flexibility of U.S. naval forces enables their capabilities to be tailored to match a wide range of
contingencies. Forces of varying size and composition can be committed to an operation, depending on
the nature and scale of response required. For operations not likely to involve high-intensity combat, a
naval expeditionary task group (NETG) or an amphibious ready group with embarked Marines might be
employed. Depending on the situation, an NETG could consist of amphibious ships plus a mix of surface
combatants and submarines armed with long-range Tomahawk land-attack and antiship cruise missiles.
For operations requiring a more robust response, a larger naval expeditionary task force could be
deployed. Such a force would consist of one or more aircraft carriers with multimission air wings plus
amphibious ships with an embarked Marine air-ground task force. In all cases, maritime forces will be
capable of operating jointly with other forces, both U.S. and allied.

The maritime force structure supports the warfighting strategy called for by the Bottom-Up Review,
which requires U.S. forces to be capable of fighting two major regional conflicts (MRCs) nearly
simultaneously. Maritime forces often would provide the first response in an MRC. The equivalent of one
carrier battle group and one amphibious ready group/Marine Expeditionary Unit are deployed on a
continuous basis in the Western Pacific, Mediterranean, and Indian Ocean regions, or could be dispatched
there in one or two weeks. These forces could undertake a range of operations in the initial phases of a
conflict, from evacuating U.S. citizens to conducting aircraft and cruise missile strikes against surface and
air targets.

To augment these deployments, additional maritime forces in a combat-ready condition could be ordered
to a crisis region from U.S. waters within a matter of days. Once in the theater, these forces could help
stabilize conditions ashore and provide secure afloat basing for command, control, and sustained combat
as the U.S. buildup proceeded.

Ultimately, four to five carrier battle groups and one to two Marine Expeditionary Forces (MEFs) could
be employed in a single MRC. For two nearly simultaneous conflicts, eight to 10 carrier battle groups and
two to three MEFs could be required. These forces would prosecute the final phases of the campaign,
supporting a counteroffensive and ensuring the prompt restoration of any friendly territory still in enemy
hands.

Beyond warfighting requirements, maritime force needs are driven by forward presence goals in areas
critical to U.S. interests. In some cases, sustaining planned levels of presence generates a larger total force
requirement than does the two-MRC warfighting strategy. Accordingly, the FY 1996-2001 program
provides sufficient maritime forces to prosecute two major regional conflicts and to meet peacetime
requirements for overseas presence, while ensuring that an adequate rotation base is available to support
Navy and Marine Corps goals for personnel operating tempo.

Force Structure
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Twelve aircraft carriers and 12 large-deck amphibious ships constitute the core of the Navy's projected
fleet, as shown in the following charts. Of these ships, one carrier will serve primarily as a
reserve/training vessel and one amphibious ship will be designated as a reserve vessel.

One aircraft carrier and one amphibious assault ship were deactivated last year. Additional deactivations
in 1994 included 18 cruisers, eight reserve frigates, 12 amphibious ships, and four attack submarines.
Taking into account other planned ship retirements and future delivery schedules, the naval force in 1995
will consist of 373 ships (see Table VI-3).

Further adjustments, reflecting post-Cold War needs, will trim the force to about 330-346 vessels by FY
2001. The FY 1996 budget and associated FYDP support the following force structure goals:

e 11 aircraft carriers (active).

o 1 aircraft carrier (operational reserve/training).

e About 110-116 surface combatants (subject to further review, as noted below).
e 52 attack submarines by FY 2001 (about 45 as a longer-term goal).

o 43 amphibious ships providing lift capacity for Marine expeditionary forces.

e 27 mine countermeasure ships.

e 41 combat logistics force vessels and 21 support ships.

e 12 active and 8 reserve squadrons of P-3 aircraft.

o 8reserve frigates.

Unforeseen deployments over the past year placed extremely heavy demands on some elements of the
force. Guided-missile frigates provided the greatest relative share of added underway time in the surface
combatant force. Because these ships are the least costly surface combatants to operate, and because they
are multipurpose vessels, they are especially well-suited for operations such as those conducted last year
in the Caribbean. Accordingly, the Navy is reconsidering its current plans to retire these ships before the
end of their projected service lives.
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Large-Deck Amphibious Ships
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Capabilities

Maritime forces provide capabilities for a broad range of operations, from peacetime presence to crisis
response to major conflicts. Operating independently or as part of a joint force, they perform command
and control functions, maintain dominance over the battle area, and project combat power ashore in
support of military campaigns.

COMMAND, CONTROL, AND SURVEILLANCE

Maritime forces possess extensive command, control, communication, computer, and intelligence (C*1)
capabilities that can be exploited from space, sea, or land. Onboard high-capacity, multimedia
communications enable joint force commanders to receive information from centrally-managed national
and joint support systems and from tactical surveillance systems such as maritime patrol aircraft, carrier-
based aircraft, submarines, and surface combatants. Upgraded surveillance systems for naval forces
permit near-real-time delivery of data in support of joint operations.

BATTLESPACE DOMINANCE
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Control of the sea and the surrounding airspace is essential to effective maritime operations. Equally
critical in littoral areas is the ability to deny an opposing force access to the sea. Aircraft carriers and
surface combatants equipped with the Aegis air defense system would maintain air superiority and protect
neighboring airspace in a regional conflict. Submarines, surface combatants, maritime patrol aircraft, and
mine countermeasure forces also contribute to controlling the surface and undersea environments.

POWER PROJECTION ASHORE

Carrier-based aircraft and cruise missile-equipped surface ships and submarines provide firepower for
quick retaliatory strikes ashore. Marine expeditionary forces, either embarked on amphibious ships or
supported ashore from maritime prepositioning ships, extend the landward reach of littoral operations.
Naval strike and expeditionary warfare forces can mass firepower and air/ground maneuver units to
spearhead joint or multinational power projection operations as part of a larger sea-air-land team.

FORCE SUSTAINMENT

The ability to deploy and sustain maritime and other U.S. forces at great distances from American shores
has become vital as the overseas base structure is reduced. A comprehensive logistic support system
serves as the foundation for worldwide naval operations. It includes airlift and sealift forces,
replenishment ships, mobile repair facilities, and advanced logistic support hubs. The Navy maintains
about 40 combat logistics force ships to provide fuel, food, munitions, and other supplies to task forces at
sea. Another 20 to 25 mobile logistics and support vessels can establish temporary support sites in
forward areas. Complementing these forces are afloat prepositioning ships carrying equipment and
supplies for U.S.-based forces that would deploy overseas in a crisis. These vessels, maintained
continuously on station near potential trouble spots, are augmented in major deployments by sealift forces
delivering additional combat and support material from the continental United States. Combat logistics
support forces thus contribute not only to the sustainability of maritime forces; they support the
deployment and operation of other U.S. forces in forward locations.

READINESS AND SUSTAINABILITY

One of the fundamental strengths of U.S. maritime forces is their ability to bring military power rapidly to
bear in defense of U.S. interests worldwide. Navy and Marine forces on station in forward areas are
trained and fully ready to operate either independently or as part of a joint force. To maintain readiness,
peacetime forward deployments are designed to mirror wartime operating tempos as closely as possible.

This year, maritime forces will participate in more than 120 major unit exercises. More than half of these
exercises will involve joint operations with other U.S. or allied forces. Exercises improve the readiness of
maritime forces to support peacetime forward presence missions, they train U.S. forces to operate
efficiently together, and they strengthen bilateral and multilateral security relationships with U.S. allies.

The number of flying hours and steaming days programmed for FY 1996-2001 is identical to the amount
budgeted last year. In FY 1996, steaming days will be apportioned between the Atlantic and Pacific fleets
as follows:
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Table ¥I-4

Chuarterly Steaming Days for FY 1996

Hondeployed Deployed

Fleet Units Fleet Trnits
atlankic 21[a] 0
Pacific 27 a1

[2]The higher tempo relatiwve to Pacific forces reflects longer transit time to
training areas and Caribbean operations.

Contingency operations this past year have strained the Navy and Marine Corps' people, equipment, and
budget. To offset the cost of unanticipated deployments, training and exercises often must be reduced.
Prompt additional funding for contingency operations is needed in order to avoid adverse consequences
for readiness and training. As discussed elsewhere in this report, the Department is working with the
Congress to develop a method of managing and funding contingencies that does not jeopardize readiness.

Sustaining maritime forces in distant regions requires adequate onboard spare parts as well as material
maintained elsewhere in the Navy supply system. The FY 1996 budget and FYDP recognize this fact,
providing funds to procure the munitions, spare parts, and other supplies needed to achieve sustainability
objectives for two nearly simultaneous major regional conflicts.

MODERNIZATION

To ensure a capable and ready force for the future, the Department of the Navy is pursuing a plan,
initiated last year, for the selective modernization of the fleet. This plan embodies a concept known as
recapitalization. Recapitalization aims to create an investment program in which sufficient new
acquisitions are funded on a continuous basis to offset the capability lost through the disposal of older
equipment. The initiatives planned for FY 1996 and subsequent years will maintain a robust, albeit
smaller, maritime force structure while hedging against uncertainties in the threat. To maintain the
capabilities needed for littoral operations, critical modernization programs outlined in the Bottom-Up
Review are continued in this budget. Several lesser-priority programs have been curtailed or eliminated,
however, relative to plans a year ago. These reductions, described in subsequent sections, represent a 10
percent decrease relative to last year's plan. They were undertaken in order to fund higher-priority
readiness and personnel programs while remaining within overall fiscal limits.

Shipbuilding

Shipbuilding programs in the FY 1996 budget and FYDP will provide selective replacements for older
ships, modernize the existing force, and preserve critical industrial capabilities. Table VI-5 portrays the
FY 1996- 2001 shipbuilding program.

AIRCRAFT CARRIERS

Two more Nimitz-class carriers will be delivered by FY 1998, and the Navy's next carrier, USS Ronald
Reagan (CVN-76), will enter service in FY 2003. These ships will replace older, conventionally-powered

vessels, supporting a long-term force of 11 active carriers. An existing conventionally-powered carrier
will serve as a reserve and training ship, which also will be available for limited deployments. Plans for
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aircraft carrier construction beyond CVN-76 await the completion later this year of ongoing studies of
alternative carrier concepts and related technologies.

AMPHIBIOUS SHIPS

Overall plans for the amphibious force structure have changed from a year ago. The unanticipated
deployment of the USS Inchon (LPH-12) to Haiti led to a reevaluation of plans, resulting in a decision to
maintain sufficient ships to support 12 amphibious ready groups. The retirement schedules of LPHs will
be adjusted accordingly. The acquisition of a seventh LHD, programmed for procurement in FY 2001,
will sustain a force of 12 large-deck amphibious assault ships well into the next century. Ships of the
Wasp (LHD-1) class are large, multipurpose vessels designed to embark and deploy Marine ground forces
using a combination of vertical short-takeoff and landing (V/STOL) aircraft, helicopters, landing craft,
and amphibious vehicles.

Three additional LHDs and four LSD-49s -- a dock cargo landing ship for transporting and launching
amphibious craft and vehicles -- will enter the force by the end of the decade. Procurement of the first
LPD-17 amphibious transport dock (formerly designated LX) has been delayed two years, to FY 1998,
because of budgetary constraints. Twelve ships of this class will be needed to sustain the goal of
providing lift capacity for 2.5 Marine brigade-equivalents. Due to early retirements, one portion of lift
capability -- vehicle space -- has dropped relative to desired levels. The delay in the LPD-17 program will
slow the recovery of this element of lift capacity, although the retention of 11 older amphibious ships
(LKAs and LSTSs) in special reserve status will offset this loss somewhat. Nonetheless, the capability and
flexibility of future amphibious forces will exceed today's levels.

Tahle ¥I-5

FY 1996-2001 Shipbuilding Program

FY FY FY FY FY FY FYILF
1995 1997 1995 1999 2000 2001 Total
Hew Construction
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[a] &bout $630 million is programmed as a downpayment on a replacement carrier to
be procured after FY 2001.

[b] Trident D-5 conversions are funded in accounts other than Shipbuilding and
Conversion, Hawy (SCH).

ATTACK SUBMARINES

The final SSN-688 Los Angeles-class submarine will be delivered in 1996. Two SSN-21-class (Seawolf)
attack submarines are under construction, and the FY 1996 budget includes funds for the third, and final,
boat of this class. The New Attack Submarine (NSSN), a lower-cost alternative to the Seawolf, has been
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approved by the Defense Acquisition Board to proceed into the demonstration and validation phase of
development. The NSSN will provide a replacement for 688-class submarines, which will begin retiring
in large numbers in the next decade. It will incorporate technology improvements developed in the
Seawolf program, along with capability enhancements for littoral operations. The FY 1996 budget
includes advance funds for the first NSSN, which will be procured in FY 1998; a second ship is planned
for FY 2000. This relatively low rate of production, with the third unit to be funded after FY 2001, is
sufficient for the near term, given the reduction in the overall size of the attack submarine force.
Procurement will have to be increased early in the next decade, however, to sustain a force of about 45
submarines over the longer term.

SURFACE COMBATANTS

With the delivery of the USS Port Royal (CG-73) in 1994, the 27-ship Aegis (Ticonderoga-class) cruiser
program is now complete. Deliveries of Arleigh Burke (DDG-51) class guided-missile destroyers are
continuing, with seven ships slated to enter service in 1995. The FY 1996-2001 program procures DDG-
51s at a rate averaging just under three per year. This represents a net reduction of two ships relative to
last year's plan. The adjustment was made in order to fund higher-priority initiatives.

Surface Combatanis
Aegis Mix

Total Surface Combatants

113 116 116 116 e 116 15

120

100

MNon-Aegis Ships

B0

40

Aegis Ships

20

1995 1996 1947 1998 1995 2000 2001

Fiscal Year

At the end of 1994, the surface combatant force numbered 111 ships. The retention of two FFG-7-class
frigates and two DD-963-class destroyers previously slated for retirement will increase the force to 116
ships in 1996. FFG-7 force structure needs beyond FY 1996 will be examined in future program and
budget reviews.
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The number of Aegis surface combatants in commission will increase from 39 in 1995 to about 59 by the
end of the decade. Ships carrying the Aegis system offer greater flexibility for operations in high-threat
environments, while increasing overall U.S. air defense capability. The Aegis system can identify, track,
and simultaneously engage many more air targets than could earlier air defense systems. Research and
development efforts will focus on providing Aegis-equipped ships with the ability to support theater
ballistic missile defense operations, and on planning the next generation of surface combatants. The chart
on the preceding page shows the changing mix of surface combatants in the force structure over the
FYDP period.

MINE COUNTERMEASURE SHIPS

The Navy is replacing its aging minesweeper fleet with a new mine countermeasures (MCM) force. Last
year's programs remain intact in the FY 1996 budget, reflecting the continued high priority accorded this
warfare area. The force will include two new classes of ships, minesweeping helicopters, and several new
sensor and combat systems. These additions will improve U.S. capabilities to detect both surface and
underwater mines, while enhancing mine neutralization capabilities and improving navigation capability.

Two Avenger (MCM-1) class ships were delivered in 1994, completing this 14-ship program. Three more
Osprey (MHC-51) class mine-hunters will enter service in 1995, building toward a total of 12 of these
ships by 1998. Additionally, the USS Inchon (LPH-12) is being converted into an MCM command and
control ship (designated MCS) to be operated by the Naval Reserve. The ship will be transferred to the
reserve component in 1996.

COMBAT LOGISTICS FORCES

New AOE-6-class fast combat support ships will enhance the sustainability and flexibility of naval
expeditionary forces. These high-speed multiproduct logistics ships will provide munitions, bulk
petroleum, oil, lubricants, and dry and frozen provisions to battle forces at sea. The AOE-6 will replace
aging AOE-1-class vessels, which will be retired beginning in the next decade. Four AOE-6s have been
delivered or are under construction, and a fifth ship is planned for procurement in future years.

For the longer term, the Navy is evaluating designs for a new dry cargo ship, designated ADC(X). Ships
of this class will replace combat logistics ships reaching the end of their service lives between 2006 and
2017. The ADC(X) will provide logistics support to seaborne task groups from forward bases ashore or
specially-equipped merchant ships. It also will have a landing deck, making it capable of performing
replenishment operations by helicopter. The lead ship is planned for procurement in FY 2000.

MAJOR FLEET SUPPORT SHIPS

The Navy is reducing its force of large tenders to four ships in the active fleet and two in a special reserve
category. The remaining 11 tenders will be inactivated. The small residual force of active tenders hedges
against a lack of overseas basing facilities in major conflicts. Retention of additional tenders in the
inactive reserve fleet provides a longer-term hedge against unforeseen future developments.

THE SHIPBUILDING INDUSTRIAL BASE
The shipbuilding industrial base is one of the key supporting elements of U.S. maritime force
modernization and preparedness. The ongoing reduction in maritime force levels clearly portends an

additional contraction of the U.S. shipbuilding industry. The Bottom-Up Review concluded, however,
that maintaining key elements of shipbuilding capability is in the long-term national interest. Maritime
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forces, in particular, are tied to the industrial base for the production or conversion of militarily-unique
items. Essential industrial capabilities must therefore be maintained for ships, submarines, and weapons.

The industrial base supporting new surface combatant construction currently consists of two private
shipyards: Ingalls Shipbuilding Inc., in Pascagoula, Mississippi, and Bath Iron Works Corporation in
Bath, Maine. Both of these yards have significant design, construction, and combat system integration
capabilities. The procurement schedule for DDG-51s, discussed earlier in this section, will preserve
design and construction capacity for advanced surface combatants while the industry downsizes to lower-
rate production. The industrial base supporting construction of amphibious/auxiliary and sealift ships
comprises three private shipyards: Ingalls Shipbuilding Inc.; Avondale Industries Inc., in Avondale,
Louisiana; and National Steel and Shipbuilding Company, in San Diego, California. Projected capacity in
this sector is sufficient to meet future shipbuilding requirements.

The design and construction of a nuclear-powered submarine involves some of the most difficult tasks
performed by American industry. The associated technologies have been refined continuously since the
1950s, and are a vital resource that would be extremely difficult and costly to reconstitute if lost. The
third Seawolf-class attack submarine, scheduled for construction at Groton, Connecticut, beginning in FY
1996, will preserve critical design, production, and supporting technologies until the New Attack
Submarine enters production later in the decade. NSSN construction will, in turn, ensure the viability of
General Dynamics' Electric Boat Division as a submarine builder into the next century.

Weapon Systems
TOMAHAWK

Tomahawk cruise missiles, carried by submarines and ships, allow seaborne forces to attack surface and
land targets over distant ranges, in all types of weather. The Navy has taken steps in recent years both to
increase the effectiveness of the Tomahawk system and to strengthen mission planning capabilities.
Improvements in the latter area have resulted from the introduction in 1994 of the Tomahawk Afloat
Planning System (APS), which allows forces at sea to plan or modify land-attack missions more rapidly.
Other upgrades, being pursued as part of the Tomahawk Baseline Improvement Program (TBIP), will
enhance the terminal guidance, precision strike, and hard-target penetration capabilities of the Tomahawk
system.

STANDARD MISSILE

An upgraded version of the Standard surface- to-air missile (SM-2 Block V) is entering production in FY
1995. In conjunction with the shipboard Aegis system, SM-2 Block 1V missiles will provide naval forces
with a comprehensive defense against attacks by ships, aircraft, and cruise missiles. Development
continues on the next version of the Standard missile, the SM-2 Block IVA, designed to enhance fleet air
defenses and provide a limited area (lower-tier) theater ballistic missile defense capability. Details on the
Block IVA program are provided in the Ballistic Missile Defense section of this report.

SHIP SELF-DEFENSE SYSTEMS
The proliferation of antiship cruise missiles poses a continuing threat to surface forces. In response, the

Navy is enhancing the self-defense capabilities of its warships. Two major initiatives are being pursued:
the Cooperative Engagement Capability (CEC) and Ship Self-Defense (SSD) programs.
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CEC consists of hardware and software improvements that will strengthen the air defense capabilities of
naval task groups. Ships with these upgrades will be able to pass detailed target information to other ships
within a task force in near real time. Early tests have demonstrated CEC's potential to make a major
contribution to fleet defense. Ships will begin receiving these upgrades in FY 1996.

SSD comprises a series of programs designed to improve active and passive ship self-defense capabilities.
The Close-In Weapons System (CIWS) is being upgraded to expand its engagement envelope. The
Rolling Airframe Missile (RAM) -- a lightweight, low-cost surface-to-air missile -- is being added to
destroyers and amphibious ships. An additional defensive layer will be provided by the Evolved Sea
Sparrow missile (ESSM), scheduled for installation on several new ship classes starting in FY 1999.
Other initiatives include enhancements in quick-reaction combat capability, radar signature reductions,
improved integration of shipboard weapons, and the introduction of infrared sensors and an improved
electronic warfare decoy system.

In parallel with these initiatives, improvements are being made in ship defenses against torpedo attacks.
The FY 1996 budget continues procurement of the Surface Ship Torpedo Defense (SSTD) system, which
will be installed on aircraft carriers and selected surface combatants and large-deck amphibious ships
during routine maintenance periods.

Some modernization efforts have been slowed or canceled in order to fund higher-priority initiatives.
RAM and SSD upgrades for FFG-7-class frigates have been deferred in view of the current plans for
retiring these ships. Funding also has been reduced for radar upgrades, signature reduction efforts, and
improvements in antisubmarine warfare (ASW) combat systems for some destroyers and cruisers.

SH-60 HELICOPTER

The Light Airborne Multipurpose System (LAMPS) combines the SH-60B helicopter with a computer-
integrated shipboard system to extend the range and overall capabilities of surface combatants for
antisubmarine and antisurface warfare, surface surveillance, and over-the-horizon targeting missions. To
enhance littoral warfighting capabilities, the Flight 1A design of the DDG-51 will include the capability
to support SH-60Bs. The last seven of these aircraft will be delivered in FY 1996.

The F version of the SH-60 is replacing the obsolete carrier-based SH-3H as naval battle groups' inner-
zone ASW helicopter system. The SH-60F employs a new, longer-range active dipping sonar to localize
and track submarines, particularly in littoral areas. Future plans call for the conversion and
reconfiguration of both the SH-60 B and F classes into a common SH-60R model. The SH-60R program
includes a service life extension as well as avionics upgrades, such as the addition of an advanced low-
frequency sonar and multimode radar. The aircraft also will be outfitted with gun and missile systems, to
enhance performance in littoral regions. The first conversions are programmed for FY 1999.

NAVAL SURFACE FIRE SUPPORT

With the return of its four battleships to inactive status, the Navy is studying near- and long-term
improvements in this mission area to support amphibious operations. Currently, most naval fire support is
provided by tactical aircraft. While tactical air forces will continue to play a critical role in this area,
surface combatants also have important capabilities to contribute. Accordingly, the Navy is investigating
gun, missile, and rocket technologies that could provide cost-effective surface fire support at various
ranges. Promising examples include advanced projectiles for existing 5-inch guns, advanced guns based
on liquid propellant and electro-thermal chemical designs, a shipboard 155mm gun using existing
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precision-guided munitions, and a new attack missile system aboard ships. Acquisition decisions on
specific programs await completion of ongoing analyses and tests.

THE WEAPONS INDUSTRIAL BASE

The ability to design and produce sophisticated weapons is protected in the FY 1996 budget through the
acquisition of selected weapons, such as Tomahawk cruise missiles, at minimum sustaining rates from
single producers. The cost penalty incurred through buying at less than economic rates is offset by the
overall budgetary savings achieved. Maintaining warm production lines will preserve the design teams
and technology base needed to increase production in future years.

Upgrades of existing systems also contribute to the maintenance of a technology base. Key programs in
this area include torpedo enhancements, modernization of the Close-In Weapons System (CIWS), and
improvements to air-delivered weapons, such as the Standoff Land Attack Missile (SLAM).

Surveillance and Communications

The FY 1996 budget includes funds for critical upgrades to naval C*l systems, such as extremely high
frequency (EHF) and superhigh frequency (SHF) satellite communication systems, the Joint Service
Imagery Processing System (JSIPS), and the Joint Tactical Information Distribution System (JTIDS).
These enhancements will strengthen command and control capabilities in joint operations and improve
the ability of aircraft carriers to support a joint force air component commander.

The budget also expands unmanned aerial vehicle (UAV) capabilities, providing air-capable ships with an
organic aerial-surveillance capability. In addition, funds are provided to upgrade the surveillance
capabilities of the Navy's E-2C and EP-3 aircraft as well as the fleet of P-3C maritime patrol aircraft
(MPA).

P-3C MARITIME PATROL AIRCRAFT

Land-based MPA squadrons provide surveillance support for naval task groups at sea. The responsiveness
and utility of these forces in littoral environments has been demonstrated in numerous deployments in
recent years.

The MPA force is being reduced to 12 active and eight reserve squadrons as part of the overall reduction
in naval forces. With P-3C aircraft no longer in production, modernization is focused on life extensions
and upgrades of existing aircraft. The Navy is extending the operational life of its P-3C force to about 40
years. A further extension to about 50 years is planned beyond the FYDP. Enhancements in surveillance
capabilities are being made through the Antisurface Warfare Improvement Program (AIP). This initiative
entails the application of commercial off-the-shelf technologies to improve MPA capabilities for
surveillance, combat identification, and antiship missions. The AIP also includes communication
upgrades and a new data link capability that will enable surveillance information to be transmitted in near
real time. The FY 1996 budget and six-year plan provide funds to convert 46 of the newest P-3Cs to the
AIP configuration. Ultimately, a total of 146 P-3C aircraft will receive these modifications.

Mine Countermeasures

The FY 1996 budget and associated FYDP provide funding for mine countermeasure enhancements
called for in the 1994-1995 update to the Navy's Mine Warfare Plan. Both near- and long-term
improvements are programmed. Specifically, mine countermeasure helicopters will receive modifications
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to support night operations, while upgrades to C*I systems will provide enhanced satellite
communications links for MCM ships and improve MCM mission planning.

Table ¥I-6

System

Tomahawk
ENTEE Frocurement
Procurement
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EDLTHE
Frocurement
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P-3C ATF Program
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436
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214.1
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Budgeted

141 .4
161.7

47 . 5

2996

Fyi1997
Flanmed

122 .32
132.1

23.4

Freedom of navigation for U.S. maritime forces is discussed in Appendix I.

CONCLUSION

The FY 1996 budget carries forward the force structure and modernization initiatives undertaken as a
result of the Bottom-Up Review. While some modernization programs have been curtailed to fund
higherpriority readiness and personnel measures, the overall thrust of the budget and six-year plan
supports the force goals and strategy objectives established in the Bottom-Up Review. The initiatives
outlined in this chapter will ensure that U.S. maritime forces are organized, trained, and equipped to meet

the challenges of the 21st century.
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AVIATION FORCES
INTRODUCTION

Aviation forces are composed of fighter, bomber, and attack aircraft as well as specialized aircraft. The
specialized systems perform a broad range of functions, such as aerial refueling, airborne warning and
control, electronic combat and air defense suppression, and reconnaissance and surveillance for targeting.
Helicopters and airlift aircraft also are part of the aviation force structure; these systems are addressed in
the sections on land, maritime, and mobility forces.

Aviation forces can respond rapidly to threats from the air, land, or sea. Their diversity and flexibility
reflect, in part, the differing roles and missions of the Services that provide them -- land-based forces
from the Air Force, carrier-based forces from the Navy, and expeditionary land-and sea-based forces from
the Marine Corps. The global reach and quick deployability of these forces make them particularly
important in the post-Cold War era, as was demonstrated again last fall in the response to the Iragi force
buildup near Kuwait. Aviation forces also continue to play a key role in peacetime presence missions.

Reflecting these complementary capabilities, the following broad goals have been established to guide
aviation force planning:

e Aviation forces will continue to be sized to meet the requirements of two nearly simultaneous
major regional conflicts (MRCs) as well as to carry out overseas presence missions.

e High readiness is key to keeping forces prepared for prompt employment. Aviation forces will be
based overseas where appropriate to provide an immediate combat capability.

Based on these priorities, plus threat and affordability considerations, the Department will continue to
maintain:

Twenty Air Force general purpose fighter wing equivalents (13 active, seven reserve component).
Up to 182 long-range Air Force bombers.

Eleven naval carrier air wings (10 active and one reserve).

Four Marine air wings (three active and one reserve).

Acquisition programs supporting these objectives include fielding, by FY 2000, 20 B-2 bombers with
improved conventional attack capabilities and development of the Air Force F-22 fighter and
Navy/Marine Corps F/A-18 E/F fighter/attack aircraft. For the longer term, efforts will focus on defining
the family of aircraft that will evolve from the Joint Advanced Strike Technology (JAST) program.

MISSIONS
Aviation forces perform the following missions:

e Air Superiority -- protect the United States, its forces, and its allies from air attack; attack and
suppress enemy air forces and air defenses; gain and maintain control of the skies, allowing
friendly ground, naval, and air operations to proceed; contribute to theater air defenses.

e Strike Warfare -- conduct air attacks against critical enemy ground targets, including command
and control elements, resupply facilities, and transportation infrastructure; interdict or destroy
enemy surface forces and their vital functions; provide close air support for land forces and
maritime operations.
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e Surveillance and Reconnaissance -- use a wide variety of sensors to monitor air and surface areas
of interest to the United States; acquire, process, and disseminate targeting information for
delivery of weapons by airborne, land, and maritime forces.

o Deterrence -- prevent aggression against the United States and its allies by providing a ready and
flexible means of responding to threats against vital interests.

e Operations Other than War -- support counterdrug, insurgence and counterinsurgency,
counterterrorism, peacekeeping and peace enforcement, humanitarian assistance, and disaster
relief operations.

To carry out these tasks, aviation forces conduct counter-air, close air support, interdiction, strategic
attack, and associated specialized operations, working in close coordination with ground and naval forces.
The Joint Force Commander (JFC) will normally designate a Joint Force Air Component Commander
(JFACC) to provide centralized direction and control of the various aircraft employed in an air operation.
The JFACC is the critical link between the air assets available in a theater and their integration into a joint
force capable of accomplishing the missions the JFC requires.

Aviation forces carried out a variety of combat and noncombat operations during 1994. These included
enforcement of the no-fly zones in Iraq and Bosnia; surveillance and logistics support for operations in
Somalia, Haiti, and Rwanda; strikes on Serb forces violating the U.N. accords in Bosnia; and intercepts of
aircraft suspected to be making illegal drug deliveries to the United States.

THREAT

Aviation forces must be capable of countering a broad range of threats. Intelligence estimates project
future potential regional aggressors as having the capability to field some 500 to 1,000 combat aircraft as
well as ground and naval forces with significant surface-to-air weapons capability. In addition to threats
of this magnitude, aviation forces must be able to contend with weaponry of increasing sophistication.
Examples include:

e Advanced airborne electronic equipment and weapons that currently are being marketed widely.
New radar, electronic countermeasures, weapons, and other equipment can be fitted to existing
aircraft at much lower cost than buying new aircraft. Provision of highly capable weapons, such
as the Russian-made AA-11 short-range missile and the French-made Mica medium-range
missile, could increase comparatively easily the capability of air forces that otherwise lack
effectiveness against existing U.S. aircraft.

e Fighter aircraft, under development by several nations, that could challenge the capabilities of
current U.S. weapon systems. One example is the French Rafale, a single-seat fighter that
combines good maneuverability with a reduced radar cross section and infrared signature. This
aircraft is planned to achieve initial operational capability in 1999 in the French navy; a land-
based variant, expected to be an export candidate early in the next century, could be available to
potential adversaries.

o Dense and highly capable integrated air defenses, resulting from the export of modern surface-to-
air missile systems. These systems have advanced electronic features that are difficult to counter
and could pose a serious challenge to quick and successful prosecution of an air campaign.

FORCE STRUCTURE AND CAPABILITIES

Force Structure
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The end of the Cold War has permitted a major restructuring of U.S. aviation forces. The goal is to build
leaner, more flexible forces capable of countering emerging threats and sustaining a credible forward
presence.

The Air Force will have a total of 21.3 fighter wing equivalents (FWES) at the end of FY 1995. The term
fighter wing denotes an organizational unit that may be made up of varying numbers of fighter aircraft,
depending on the unit's mission. A fighter wing equivalent, on the other hand, is a metric denoting 72
combat-coded fighter aircraft. During FY 1996, the Air Force will make an additional net reduction of 1.3
wings to reach the goal of 20 FWES by the end of 1996. The resulting force will include the mix of
aircraft shown in Table VI-7.

Tahle ¥I-7

Composition of Air Force Wings -- End FY 1997 (Fighter Wing Equivalents -- FWEs)

bircraftType Ii=s=ion TotalFWE= betiveFWE= Re=erveFWE=
F-154/B/C4T &ir superiority 4.1 2.5 0.é
F-13E Long-range attack 1.9 1.9 1]
F-18C/D [ltirole[a] 11.2 .1 2.2
F-117 attack 0.5 0.5 ]
&-10 Close air support 2.2 1.0 1.2
Total 20.0 12.0 7.0

[2] Capable of both ajr-to-air and air-to-grownd operations.

This structure emphasizes air-to-ground missions because regional contingencies are expected to present a
much reduced air-superiority threat in the near- to mid-term than existed during the Cold War. The bulk
of the Air Force's fighter aircraft (F-15Es and F-16s) will maintain a good air-to-air capability, however,
permitting forces to be allocated as needed.

The Air Force will retire both the F-4G Wild Weasel and F-111 in 1996. With the F-111's retirement, F-
15Es will take over all long-range fighter/attack missions. B-1B, B-2, and B-52 bombers will supplement
the F-15E in this role once they receive precision munition upgrades. Some F-16s are being modified to
assume the F-4G's role of locating and destroying enemy air defense missile sites. Most F-16 A/B models
will be retired, including specially-modified versions operated by air defense squadrons in the continental
United States. A total of six squadrons, flying either F-16C/D or F-15A/B aircraft, will support the air
defense mission.
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USAF Aviation Combat Forces
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Naval aviation also is being restructured. Consistent with the force goals established during the Bottom-
Up Review, the Navy will retire two active and one reserve carrier air wing (CVW), leaving 10 active
wings and one reserve wing. A-6 attack aircraft are being retired, with the last of these planes scheduled
to leave the force in FY 1997. With the A-6's retirement, the Navy will deploy two types of fighter/attack
aircraft aboard its carriers: F/A-18s and F-14s. A modest air-to-ground upgrade is being provided for
some F-14s to give them the capability to employ the Joint Direct Attack Munition (JDAM) from medium
to high altitudes; aircraft with this feature will be available beginning in 1998. With this upgrade, both the
F-14 and the F/A-18 will be multimission systems, increasing force flexibility.
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The structure of the basic carrier air wing will evolve throughout the 1990s as A-6s are phased out of the
force in favor of a mix of F/A-18s and modified older F-14 fighters (see Table VI1-8). The number of
fighter/attack aircraft in each wing will decline to 50 from the current level of about 60. The smaller
wings will be more flexible, however, because they will operate a greater percentage of multirole aircraft.
To provide additional combat power for major deployments, the Navy is exploring the possibility of
augmenting carriers having fewer than 60 planes with aircraft deploying from the United States. Over the
longer term, an entirely new naval multirole aircraft could be developed using the technology base that
results from the JAST program.
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Table ¥I-5

Composition of Carrier Air Wings

iy Wing bircraft Type
Type Tyrpe(PA&T per CTW) Humber of &ir Wings
FY 1994 FY 1993 FY 1995 FY 1997 FY1993 FY 1999

Transitional F-14 (200, Ffa-18 (200, 4 — — — — —

L6 ([16)
Pomer F-14 (200, Frfa-18 [24), 5 & 3 —_ = —_
Frojection -5 [158]
Littoral F-14 143, Ffa-18 (28, 2 4 7 10 10 10
Beserve F-14 (14), F/fa-13 [35) 1[a] 1[b] 1 1 1 1
Total Nary Combat Aircraft (PAT)[c] 704 bl 1) 4365 443 dd’ 442

HOTE: FPAT = primary aircraft invenbtory. Denokes aircraft avthorized to combat wnits for
performance of their basic missions; excludes ajrcraft maintained for other purposes, =such
as training, testing, attrition replacements, and reconstitution reserves.

[2] The reserve air wing in 1994 consisted of 20 F-14=, 24 F/d-18=, and 16 &-6=.

[B] From 1995 on, the reserve air wing will incluwde 36 PAT Ffd-18s, operated by
two Havy Feserve squadrons(Zd4 PAT) and one tarine Reserve sgquadron (12 PaT).

[2] Total PAT shown consists orly of Wavy F-14=, Fra-18=s, and &-6=s. The Harine
Corps will provide sufficient active EfL-18 squadrons to ensure 36 EAT EFA-18s per
deployed carrier air wing (actval numbers based on operating tempo requirements of each
service as determined by the Department of the Wavy Tactical dircraft Consolidation
Flamn) .

The Marine Corps will maintain four air wings -- three active and one reserve -- throughout the program
period. Marine wings will be equipped as shown in Table VI-9. In addition to the single-seat F/A-18
(which is identical to Navy models), the Marine Corps employs the two-seat F/A-18D as a multirole
fighter, and also as a reconnaissance and tactical air control system for operations at night and in adverse
weather. The AV-8B, while capable of multiple missions, is used primarily in the close air support role.

Table ¥I-9
Composition of Marine Air Wings - End FY 1997
(Fized-Wing Combat Aircraft - PAI and Squadrons)
dircraft [fiz=ion Lotive PAT Feserve FAT Total FAT
Type [ Squadrons] [ Squadrons) [ Squadrons)
Fia—18 &/C [ltirole 120 (107 42 (4] 18 [14)
F/a—180 Mltirole TE (&) 1] T2 (8]
LT-3E Close air support 140 (7 1} 140 (77
Total 380 (27

Emerging needs and efficiency considerations have led to a new approach to managing Navy and Marine
Corps F/A-18 and EA-6B deployments. In effect, these aircraft will form a common pool for satisfying
requirements of specific deployments. This approach increases flexibility for assigning either Navy or
Marine squadrons to any naval mission and ensures that neither Service will experience excessive
personnel deployments. Four Marine F/A-18 squadrons and one EA-6B squadron will deploy aboard
aircraft carriers over the next three years to support Navy operations; Navy F/A-18 squadrons will also
deploy as necessary to support Marine operations.
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Capabilities

The ease and speed with which aviation forces can be deployed worldwide underscore their importance in
the post-Cold War era. These forces would likely provide the United States' initial response in an MRC,
and they would contribute to each successive phase of combat operations. Emphasis initially would go to
stopping or slowing the advance of enemy ground forces toward friendly territory. Air superiority would
be established to enable priority air-to-ground operations to proceed effectively and to protect U.S. and
allied forces.

The subsequent buildup of air forces in the theater could be directed to a variety of purposes, one of the
most important being prosecution of an air campaign to destroy enemy logistics and command structures
and military potential. Once sufficient forces were available to mount a counterattack, air operations
would support the advance of friendly ground forces. After victory was achieved on the ground, air
operations would focus on sustaining air superiority, providing surveillance of enemy operations, and if
required, supporting additional ground attacks.

Overall aviation force structure goals, derived in the Bottom-Up Review a year ago, are as follows:

e About 10 Air Force FWEs, augmented by long-range bomber aircraft, would be needed to
prosecute a single MRC. This force building block leads to a total objective of 20 FWEs, plus
bomber aircraft, for two nearly simultaneous MRCs.

e Four to five carrier air wings plus the aviation elements of one to two Marine expeditionary
forces, or MEFs (four to five brigade-equivalents) would be needed for a single MRC. Because of
peacetime presence requirements and the geographical mobility of amphibious forces, however,
11 carrier air wings and three MEFs (seven brigade-equivalents) have been judged sufficient for
two nearly simultaneous conflicts.

e Forces for lesser contingencies would be drawn from this basic structure. In these smaller
operations, service aviation elements could be employed jointly or alone.

A principal concern in conducting ground attack operations in the initial phases of an MRC is maximizing
the limited effectiveness of some existing munitions at night and in adverse weather, while minimizing
aircraft attrition. One solution is to suppress medium-altitude surface-to-air missiles and hostile fighters,
thus allowing friendly aircraft to operate above the more numerous and difficult to detect lower-altitude
antiaircraft threats. This concept is radically different from the tactics that were planned for the early
phases of a NATO/Warsaw Pact war, where most NATO attack aircraft entering enemy airspace would
have traveled virtually at tree-top level to avoid Warsaw Pact fighters and the extensive network of radar-
guided surface-to-air missile systems. One complication of medium-altitude operations, however, is the
capability of aircraft to locate targets accurately. Free-falling weapons released from medium altitude tend
to have limited effectiveness. Moreover, neither free-fall nor current precision weapons can be guided to
their targets in adverse weather. To close this gap, a variety of more effective weapons -- such as the Joint
Standoff Weapon (JSOW), Joint Direct Attack Munition (JDAM), and Wind-Corrected Munitions
Dispenser (WCMD) -- are being developed. The guidance systems used in these munitions will provide
accuracies not heretofore possible in operations around the clock and from standoff ranges.

In order to provide an accelerated capability with these weapons, the Department made a number of
decisions that are reflected in this year's budget. These include procuring an additional 150 JDAM
weapons in the engineering and manufacturing development (EMD) configuration, which will provide
added capability for the B-2 and an early capability for the F/A-18; procuring 200 WCMD EMD kits for
the B-52 and/or F-16; and beginning EMD for the JSOW unitary variant in FY 1995, which will make
that weapon operational in FY 2001, three years earlier than previously planned.
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The advent of low-observable, or stealth, aircraft has had a significant influence on the nature of air
combat. Inherent in stealth technology is a degree of offensive air superiority that is important in
enhancing the effectiveness of numerically limited aviation forces. Selective employment of low-
observable Air Force F-117 attack aircraft during the Gulf War achieved notable success given the
relatively small number of such aircraft deployed. In the near term, low-observable aircraft will constitute
a small portion of the force, numbering nine B-2As and 36 F-117As at the end of FY 1996.

The demise of the Soviet Union has made it possible to slow the pace (and total cost) of the technological
evolution of aviation forces, procuring fewer types and quantities of low-observable aircraft than was
planned a decade ago. For the foreseeable future, therefore, air operations will be conducted by a mix of
forces, some stealthy and some much less so, each being applied to it best advantage.

The proportion of aircraft incorporating significant signature reduction is expected to grow during the
next decade as the Air Force F-22 fighter and the family of aircraft emerging from the JAST program
reach the field. Their reduced signatures will give these aircraft increased capability against advanced
surface-to-air missile systems and future fighter aircraft.

AIR FORCE FIGHTER/BOMBER FORCES

The Air Force provides versatile and responsive striking power for employment worldwide on short
notice. For example, the Air Force can move seven to eight FWESs into a theater as an initial response to
an MRC, with additional FWEs following within the first month. Long-range bombers also can contribute
to an initial response to an MRC, flying directly from the continental United States if need be. The Air
Force's ability to provide 