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| nt roducti on

M. Chairman, Senator Robb, and di stingui shed nmenbers
of the Commttee, thank you for the opportunity to appear
before you to discuss the Navy’'s readi ness. W share a
common goal — maintaining our Navy ready to protect our
national security and vital interests around the world.
Wth the continued support of this Conmttee, evidenced by
t he Kosovo Energency Suppl enmental and Fiscal Year 2000
Def ense Authorization Bills, and inplenentation of the pay
triad and conpensation initiatives |last year, we are now
seeing signs of quantifiable inprovenent in many of our key
readi ness areas.

The rel evance of tonorrow s Navy i s unquesti oned.
Currently, nore than 95% of the trade that cones into or
out of the United States noves by ship. The littorals are
home to over 75% of the world s popul ation, and over 80% of
the world s capital cities. These trends are predicted to
continue. The Navy’'s contribution to our nation’s security
is forward-depl oyed, conbat-credi ble expeditionary forces
that are indispensable to our national mlitary strategy.
Just as forward presence and assured access are critical to
shapi ng the international environment and reassuring our

allies, our on-station forces provide a tinmely and powerful



strike capability in any initial crisis response
engagenent .

Qur FY 2001 Budget strikes a bal ance anong nmany
significant challenges in our resource-constrained
envi ronnent. People remain our top priority, and our budget
addresses several significant initiatives in this area that
directly enhance readi ness through manni ng i nprovenents.
You are aware that the Chief of Naval Operations in his
9 February 2000 letter, has identified that sone areas of
budgetary concern remain. Simlarly, while key near-term

readi ness areas supported through our Operation and
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Mai nt enance (O&\W) accounts are adequately funded to current

goal s, we are seeing signs that sone areas woul d benefit



fromincreased attention. Finally, nodernization of our
capital assets, shipbuilding and aircraft procurenent
rates, remain bel ow what we need in steady-state to

mai ntain just the QDR force. Evidence nounts that present
DR force levels may be insufficient to nmeet current

tasking, and this will be under review in the next QDR

Navy Operations in 1999/2000

The flexible and scal abl e nature of U S. naval power
as an instrunment of national security policy was shown by
t he operations conducted during 1999. Navy units played
key roles in the Kosovo operations. Sea-based aircraft
from USS ENTERPRI SE, USS THEODORE ROOSEVELT and USS
KEARSARCGE and | and- based naval aircraft flew thousands of
conbat sorties as part of the air canpaign, suffering zero
| osses and achi eving remarkabl e | evel s of precision.
Tomahawk Land Attack Mssiles (TLAM |aunched from surface
shi ps and subnmarines struck sonme 45 percent of key conmand
and control and politico-mlitary infrastructure targets
during the canpaign. Al so, TLAMS achieved a nore than 80
percent success rate against assigned targets in all-
weat her conditions. The only standoff electronic warfare
aircraft available to NATO forces, EA-6Bs, acconpani ed al

US strikes — as well as those flown with allies — in over



1,600 mssions. O the 20 EA-6B squadrons in the
inventory, ten were deployed to support operations in
Kosovo. Land-based P-3Cs, carrier group-based S 3B
aircraft, and SH- 60B helicopters maintained a continuous
anti-ship conbat patrol in the Adriatic Sea throughout the
canpai gn. Furthernore, |and-based naval aircraft flew nore
than one-third of all reconnai ssance m ssions despite
constituting only 20 percent of the reconnai ssance
platforns in-theater.

| medi ately follow ng hostilities in Kosovo, Navy
Seabees from Naval Mbile Construction Battalion Three
constructed living quarters and restored utility systens
for U S forces involved in the peacekeepi ng m ssion at
Canp Montieth and Canp Bondst eel .

We mai ntained a continuous carrier presence in the
Arabian Gul f throughout 1999. Al six of the CVBGs that
operated in the Gulf |ast year conducted strike operations
in support of Operation Southern Watch. Surface conbatants
al so continued Maritine Interdiction Operations in support
of United Nations’ econom c sanctions against Iraqg.
Forwar d- depl oyed naval forces in Japan continue to provide
vi si bl e overseas engagenent and project U S. influence in

East Asia. And, for the second consecutive year, the



carrier and other ships honeported in Yokosuka, Japan

depl oyed on short notice to the Arabian Gulf.

As this is witten, Tuesday 29 February 2000, a
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snapshot of our Navy shows 152 shi ps underway representing

48% of our battle forces (see figure 1). Sustaining the
readi ness and responsi veness of these forces, continuing to
attract and retain qualified nen and wonen, and investing
for the future, has put incredible strains on our resources
and programpriorities. No discussion of readi ness can
begin w thout reference to our dedicated personnel who
daily make the sacrifice, often enduring long famly
separations, as dedicated public servants who serve with

honor, courage and comm t nent.



Manni ng t he Fl eet

The nost critical ingredient for the continued
success of the Navy renmai ns our people. The nmen and wonen
of today’s Navy are the finest that have ever sailed the
oceans. They have served with distinction and great
sacrifice during the uncertainty of downsizing and
i ncreasi ng operational requirenments. Qur readi ness posture
is wholly dependent on attracting and keeping high quality,
notivated, and trained Sailors, even as the Nation' s strong
econony continues to pose significant challenges in
recruiting and retention.

Recruiting: The propensity to join the mlitary has
stablized at a historically low |level. Unenploynent is at
record |low |l evels, the youth popul ation remains stable, and
col |l ege attendance is increasing. The Navy, |like the Ar
Force and the Arny, is facing the sane extraordinary
recruiting challenges, as each continues to conpete agai nst
the other for the sane candi date pool. Last year’s focus
to increase the nunber of recruiters, inprove recruiter
support, re-open closed stations, (176 stations were opened
in FY 1999, with 42 nore budgeted in FY 2000) and increase
our advertising budget, all with the assistance of this

committee, resulted in the Navy neeting it’s FY 1999



target. For FY 2000, we have net the recruiting goa

t hrough February, representing 17 strai ght nonths of
successful recruitment. The nonths ahead, particularly
March and April, wll pose a continued challenge for our
dedi cated recruiters, as will inproving our Delayed Entry
Pool (DEP). Achieving 57,000 new recruits, over 1,000 high
school graduates weekly, is an extraordinary challenge in
today’s highly conpetitive environnent.

Pay and Al l owances: Mich has al ready been

acconplished in establishing or enhancing a broad range of
targeted, cost-effective incentive pays and bonuses and
quality of life measures. The FY 2000 Budget provided for
a 4.8%raise to base pay, restoration of the 50%retirenent
option, pay table reform and special pays and bonuses, al
of which are having a positive inpact. These first steps
w Il be key towards addressing our recruiting and retention
chal l enges. W are appreciative of the initiative by the
Congress |l ast year to accelerate the inplenentation of

mar ket - based BAH, and that initiative is fully funded in
our FY 2001 Budget. W are al so encouraged that Secretary
Cohen’s initiative to buy down nenber’s out-of - pocket
expenses to 15%in FY 2001, and elimnate them by FY 2005,

i s another significant neasure that has been favorably

received. The FY 2001 budgeted pay raise of 3.7%is



anot her signal to our service nen and wonen that we
continue to treat fair conpensation as a high priority, and
that last year’s work is not yet conplete.

We continue to focus on additional efforts to inprove
the quality of life for our Sailors and their famlies.
Initiatives such as Inter-Deploynent Training Cycle (IDTQ
wor kl oad reduction; mlitary healthcare reform increased
enl i sted advancenent opportunities; and continuation of the
SECNAV initiatives on inproving "how we |live, work and
fight” are exanples of our commtnent to inproved quality
of servi ce.

As a result of all these initiatives, we are seeing an
i nprovenent in our at-sea manning. As seen in figure (2),

t he nunber of gapped at-sea billets has been reduced froma

hi gh of over 18,000 in 1998 to approxi mately 9200 t oday.

Figure 2

Gapped Billets: Battle Group Manning

FYo98:17,067 Current: 9,200

Carrier BG D ate Deployed Shortfall
Enterprise BG Nov 98 1,137
Roosevelt BG Apr 99 740
Constellation BG Jun 99 281
Kennedy BG Sep 99 772
Stennis BG Jan 00 455




We are determ ned to provide shipboard Sailors the
opportunity to live ashore when in honeport end enjoy a
quality of life simlar to other enlisted personnel on
shore duty and in our sister services. W are also
pursuing a reformto Career Sea Pay that woul d enhance its
ef fectiveness by nore appropriately recognizing the
extrenely arduous nature of shipboard sea duty. Enhancing
the value of this special pay should incentivize Sailors,
both in critical and non-critical skills ratings, to extend
their tours at sea. Not only will this help in our efforts
to further narrow the at-sea nmanning gap, but have sone

desirable inpact on retention as well.

Retention: Retention continues to be problematic.
Al though we are seeing sone recent inprovenent, retention
rates in all categories remain bel ow our steady state
targets. In particular, retention of enlisted nenbers is
bel ow what is needed and remains a significant concern, as

shown in figure (3) bel ow



Figure3

Enlisted Retention

Navy FY99 FYOOTD Required
3rd term: 52% 57% 62%
2nd term: 44% 48% 54%
1st term: 28% 30% 38%

Al t hough Navy nmet end strength requirenents, FY 1999
ended with the lowest enlisted retention in twenty years.

On the officer side, we are beginning to see positive
retention indicators as a result of a significantly
expanded Avi ation Career Pay program and the recently
enact ed continuation pays for Surface Warfare and Speci al
Warfare officers. These targeted pays have proven highly
effective and cost efficient in attacking specific
retention problemareas. W have already seen contracts
awar ded equal i ng 84% 55% and 79% of the FY 2000 goal in
the Surface Warfare, Special Warfare and Avi ation
communities, respectively. Surface Warfare O ficer

Department Head cl ass seats are full and, starting with the
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spring 2000 departnent head class, tour lengths wll be
back down to 36 nonths. In the aviation community, recent
reports show an overall increase in both pilot and NFO
retention through the first quarter of FY 2000. The

Avi ation Career Continuation Pay (ACCP) targeted incentive
program which conpensates aviators for superior
performance and going to sea duty through a 20 year career
has been nmet with a very positive response, particularly
anong m d-grade and senior officers through Post Comrand
Commander. There is still not a sufficient nunber of
junior officers being retained, and the take rates of
junior first time bonus eligible aviators are being closely
nmonitored to determine if any adjustnents in this new ACCP

program are warrant ed.

Near - Ter m Readi ness

Today, consistent with our tiered readi ness posture,
t he readi ness of our deployed forces continues to be
sati sfactory as validated by the performance of our forces
in Operations ALLI ED FORCE and SOUTHERN WATCH. Pri nci pal
concerns remain with our non-deployed forces in the |DTC
The Navy’s cyclical readiness posture can be represented by
the now fam liar “Readiness Bathtub,” which illustrates by

its depth and sl ope the readi ness of our Airwings as they
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return from depl oynent and then begin work-ups (Figure 4).

Figure 4
Carrier Airwing IDTC Readiness
by Fiscal Year of Deployment
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Readi ness remains a top priority and plays a critical
role in our budget decisions. The Navy has a nunber of
reporting systens avail able that account unit readi ness.
The Status of Resources and Trai ning Systens (SORTS)
dat abase, and AV3M (Avi ation Material Mintenance
Managenent) are two operational reports that units submt
as an assessnent of their readiness. Current reporting
i ndi cates our deployed unit readiness is satisfactory;
however, some non-depl oyed readi ness areas, such as
mat eri al readi ness, continue to renmain below goals. The
fragile nature of readiness requires us to remain on the

| ookout for indicators and trends. This is especially
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critical at current optenpo levels and as the age of our

pl atforns continue to increase, as denonstrated in figure

(5) bel ow.
Figure5
Force Structure Age
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Aircraft Flying Hours and Mii ntenance

In the area of aviation, we have priced the flying
hour programto fully reflect actual FY 1999 experience,
and sufficient to train and nmaintain qualified aircrews and
achi eve the Navy's goal of 85% Primary M ssion Readi ness
(PMR) in all ten active carrier airwings and 87% PMR in the
reserve carrier air wing. Operational costs above this
| evel which may be required as a result of contingency
operations are covered through the Overseas Contingency

Qperations Transfer Fund (OCOTF). Also, as a result of
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“l essons | earned” in Kosovo in FY 1999, FY 2001 incl udes
funding for spare parts and equi pnment necessary to
establish one additional EA-6B squadron. Aircraft depot

mai nt enance funding is sufficient to ensure that depl oyed
squadrons have 100% of the necessary aircraft avail abl e,
whi | e non-depl oyers have at |east 90% The FY 1999 and

FY 2000 Congressional adds have hel ped us achi eve these CNO

goal s.

Ship Operations and Ship Depot Mai ntenance

For ships, funds are adequate to achieve a ship
OPTEMPO goal of 50.5 underway days per quarter for deployed
shi ps, which is considered the mninmnumrequired to maintain
a fully engaged overseas naval presence. As with the
flying hour program OPTEMPO funding beyond this |eve
whi ch may be required as a result of contingency operations
is provided through the OCOTF. Non-depl oyed ships are
funded to 28 underway days per quarter, appropriate to neet
trai ning and readi ness requirenents.

Shi p depot nmai ntenance has been budgeted at our goal
of 93.5% of notional requirenents. However, the Fleet
Commanders would like to see this higher given their
appropriate focus on near and m d-termreadi ness, as well

as experience with FY 2000 funding |l evels. There have been
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unforeseen requirenents arise in FY 2000, such as contract
awar ds hi gher than expected, material condition of ships
wor se than anticipated, and recent groundi ngs of surface
shi ps that have caused us to reassess the adequacy of the
current requirenent, as reflected in the CNO s unfunded

priority |isting.

Trai ni ng and Minitions

The use of live ordnance is a vital means of training
our forces in conbined arns operations in preparation for
depl oynent. The inability to conduct coordinated live fires
at Vieques fromships and strike aircraft is particularly
detrinmental, given that two of the |last three East Coast
depl oyers engaged in conbat operations shortly after
arriving in theater.

On 31 January, the President issued two directives
that set a course of action to resolve the inpasse over
training on Vieques. Wen inplenented, the directives wll
enable the Navy to resune its inportant training at
Vi eques, training that will keep our Navy strong and ready.
They al so provide for significant econom c benefits for the
peopl e of Vieques. W are hopeful these directives wll

start a process to resolve this inportant issue.
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The Navy al so recogni zes the inportance of training
munitions in support of our conbat readi ness. As such, we
have continued to fund training munitions at |evels
consistent wwth prior years, and are in the process of
revalidating our training requirenments. The current budget
for FY 2001 contains over $50 nillion for training ordnance
and includes an increase of over 1,200 units of practice
LGBs over that appropriated for in FY 2000

W are requesting $296 million for ammunition
procurenent in FY 2001. Although this appears as a
reduction fromthe FY 2000 | evel of $396 mllion, the FY
2000 program i ncluded funds provided fromthe FY 1999
Kosovo Energency Suppl enental. Discounting the

Suppl enmental , the FY 2001 program actually increases.

Base Support

The FY 2000 across-the-board reductions in our
Oper ati on and Mai ntenance appropriations were targeted to
Real Property Maintenance (RPM to protect the critical
steam ng, flying and associ ated mai ntenance accounts. This
$120 million reduction is serious and needs to be
repl enished. Qur Real Property Mintenance is neasured in
terms of Asset Protection Index (APlI), which is the |evel

of funding divided by current replacenent value. As shown
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in the table bel ow, FY 2001 shows an inprovenent, but still
bel ow t he m ni num 2% accept abl e | evel .

Navy APl and Backl og

FY 1999 FY 2000 FY 2001

API 1.81% 1.69% 1.81%

Backl og $2. 8B $3. 1B $3. 4B
As a result of the under-investnent in RPM backl og grows
from$3.1 billion to $3.4 billion, inpacting our
infrastructure and extenuating a major quality of life

di ssati sfier.

Spar es
Since last year’s testinony in support of the

President's Fiscal Year 2000 Budget subm ssion, $468
mllion has been added for aviation readiness to the
Aircraft Spares and Repair Parts procurenment account (APN)
and the Aviation Depot Level Repairables account (AVDLR)
for Fiscal Years 2000 and 2001. The APN account increased
by $171 million and the AVDLR account increased by $297
mllion. Mich of this increase was achi eved through | ast
year’ s Readi ness Suppl enent al .

The Navy Working Capital Fund (NWCF) and Def ense
Working Capital Fund (DWCF) are used by the Navy and the

Def ense Logi stics Agency (DLA), respectively, to provide
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whol esal e spare parts stock that is bought out by the APN
and AVDLR accounts. |In essence, these working capital
funds finance the lead tinme required to have whol esal e
materi al avail able. NWCF obligational authority provides
whol esal e buy-in to support APN-6 and FHP avi ati on spares
requirenents in FY 2001. An additional $500 million in
DWCF obligational authority has been granted to DLA in
order to provide an increased | evel of whol esale aviation
spare parts buy-in.

Wi |l e the Navy has been working toward bal anci ng the
| egs of aviation spare parts support, it is also working on
prograns to provide nore reliable spare parts. The Navy's
Logi stic Engi neeri ng Change Proposal (LECP) Programis a
good exanple. The LECP Program uses NWCF to invest in new
spare parts that provide inproved reliability, which in
turn reduce future material support costs. LECP itens are
fielded on aircraft through O&M N funded fl eet
requi sitions. The Navy made an annual NWCF investnent of
$40 mllion to buy nore reliable aviation spares in the
LECP Program | ast year and this level of investnent is
expected to continue in the foreseeable future. 1In
FY 2001, the expected savings associated with the LECP

programis $14 mllion. The savings are expected to grow
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to $42 million in FY 2002, $70 mllion in FY 2003, and
eventual ly around $100 million annually by FY 2007.

After great effort, in FY 2001, all of the "legs" of
avi ation spare parts support: APN fundi ng, AVDLR fundi ng,
NWCF, and DWCF, shoul d be bal anced and funded in support of
naval aviation with one notable exception. Through both an
oversi ght and requirenents changes, the APN Spares account
i s underfunded approximately $174 mllion, and this is

reflected on the CNO s unfunded priority list.

Long-t erm Readi ness

Looking to the future, increasing our investnent to
support the recapitalization and noderni zati on of our Navy
is essential to maintaining operational prinmacy. Adequate
readi ness can only be sustained in the future with a
noder ni zation and recapitalization programthat delivers
sufficient nunbers of technol ogically superior platforns
and systens to the Fleet. | remain concerned that we are
falling behind in this effort.

We are continually pursuing initiatives that wll
| ower our cost of doing business so we can naintain near-
termreadiness and still invest nore in the future.
However, our ability to realize efficiencies is not keeping

pace with requirenents. As a result, we were again
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required in this budget to conpensate by shifting resources
from noderni zati on and recapitalization appropriations to
operations and support areas.

Moder ni zati on enabl es our current forces to continue
to be val uable warfighting assets in the years ahead while
concurrently trying to mtigate escal ati ng support costs of
agi ng equi pnment. Also, as technol ogical cycle tines are
now shorter than platformservice life, it is fiscally
prudent to nodernize the force through tinely upgrades.
Recapitalization is critical for three basic reasons:
first, the risks to our future mlitary pre-em nence
require a prudent investnment in new capabilities; second,
the aging of many of our ships, aircraft, and vehicles,
coupled with the added wear and tear associated wth use,
mandates their systematic replacenment; third, the
i ndustrial base that supports our armed forces is stil
| argel y uni que and, absent new prograns, would |ikely not
remai n econom cally viable.

W need to invest now with a focused and expanded
programto maintain naval superiority well through the
first half of the 21°" Century. Wth the help of the
Adm ni stration and the Congress, our shipbuil ding and

aircraft procurenent prograns have inproved since |ast
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year. However, they are still insufficient to sustain the
force needed for the 215 century.

Qur FY 2001 Budget sustains our shipbuilding plan of 8
shi ps, and averages 7.8 ships per year through 2005. This
is approximately 1 ship per year less than the 8.6 ships
per year steady state requirenent. Likew se, our aircraft
procurenent is 128 aircraft in FY 2001, |ess than the 140
projected | ast year, and significantly below the 150-210
per year requirenent. Those shortfalls can all be
attributed to affordability, and are reflective of the

priority placed on our nore inmedi ate needs.

Sunmary

Today, as a result of the nuch appreciated efforts
fromthis Subcommttee, we remain the finest naval force in
the world. Wth your continuing support we can ensure that
the Navy remains ready in the future to influence directly
and decisively, events ashore fromthe sea -- anytine,
anywher e.

The past few years unquestionably denonstrate that the
Navy plays a pivotal role in the protection of U S
interests worldw de. Qur assessnent of the energing threat
indicates that the nation’s reliance on a maritime force

will not dimnish as we enter into the new m !l enni um
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Qur operational prinmacy depends on the unwaveri ng
comm tnent of our Sailors. The recent pay reforns,
| eadership initiatives to reduce workl oad and i nprove
quality of service, and expanded educati onal opportunities
denonstrate a simlar commtnent fromus, and are steps in
the right direction. While your Sailors spend their days
and nights securing our national interests, we nust
continue to work together to secure the quality of service
they so richly deserve.

M. Chairman, again | would like to thank you and this
Subcomm ttee for all you have done for the Navy, our
dedi cated sailors, and their famlies. | wll be happy to

answer any questions the Subcomm ttee m ght have.

-22.



