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TO RECEIVE TESTINONY ON g, s, EILITARY POSTURE

TUESDaY, FEBRUARY 1, 1983
United States Senate
Committee on Armed Services
Washington, D. C,

The committee met, pursuant to hotice, at 10:09 @eMe in
Hoom SD-106, Dirksen Senate Office Building, the Hon. Zcna
Tecuyer (chairman] Presiding.

Present: Senators Tover, Thurmond, Goldwater, Warner,
Humphrey, Cohen, Jepsen, Quayle, East, Wilson, Jackson,
Stennis, Nunn, Hart, Exon, Levin, Kennedy angd Bingaman.

Staff Members Present: Janmes F. McGovern, Staff Director
and Chief Counsel; James G. Roche, Ninority Staff Director;
Alan R. Yuspeh, Gz2neral Counsel; Paul c. Besozzi, Minority
Counsel; Brenda X. Hudson, Assistant Chief Clerk; Anthony J.
Principe, Counsel, Willis D. Smith, Deputy Starfsf Director and
Chief Scientist for the Ninority; Ann E, Saver, Special
Assistant; Gerald D. Strickler, Printing and Documents Clerk;
Louis W. Arny, IlI, Professional Staff Member; Michael B.
Donley, Professional Staff Member; Robert §s. Dotson,
Professional Staff Member; Frank J. Gaffney, Professional
Staff Member; George K. Johnson, Jr., Professional Staff

Member; Jose Eis Martinez, Professional Staff Member; Patrick
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of war. I think that is basically a quite cruel and totally
unrealistic approach.

So I think that what we have asked for are realistic
sums. Part of why we are doing it is because it is an
element of deterrence and part of why we are doing it is
because it is essential to acquire some of these additional
capabilities that the money requested would bring.

Senator Cohen: Fr. Secretary, are you familiar VSEEZ::;:-‘$

wvritings of Mr. Franklin Spinny, Chuck Spinny?

£

Secretary Weinberger: OCh, yes.

Senator Cohen: I am at least advised that there was a
briefiné that was given to the Pentagon concerning the
management initiatives that have not brought cost overruns
under control. That report has been classified and I was
wondering if you would be willing to submit that to the
merbers of the committee so that they might have an )
opportunity to review it?

Secretary Weinlterger: Well, Nr. Spinny to whom you refer
is one of the analysts in a large office in the Department

and basically his thesis is to project in the future a number

of trends vhich he has found in examining the cost of various
weapons systems. The ptojection.to the future is made
without taking into consideration any of the new fa;ts that
are involvad with respect to the new management initiatives,

the examination of the weapons systems that have since we put
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1 those new managment systems in effect, the effect that they

2 have had on reductions of total cost and without taking into
3 effect a number of considerations. The raw projection of

4 future costs based upon a serieg 6! past events when those

5§ events don®t include the new facts cannot be very helpful.

6 Senator Cohen: Well, as I understand, the CBO filed a

7 May report and they said that the gains that have been made 4
8 have been undercut by program managers of the Trident

9 submarine, the SSK 688, the TOMAHAWK, thg AVBB and 11 other
10 defense systems. So it seemed that Nr. Spinny is not alone
11 in looking at the nature of what is occurring in terms of the
12 continued cost growth.

13 Norm Augustins who used to serve in the Department

14 itself, I recall he has written a book called "Augustine's

15 Laws” in which he projects out also that if we continue to

e

16 spend the kind of money and have the kind of overruns that we ‘
17 are experiencing, it will cost $1 trillion by the year 2054

18 to buy one tactical aircrafte.

19 Secretary Weinberger: That exactly reflects the danger
20 of Jjust using a naked projection without any intérvening

21 control factors that have already been applied and are being
22 applied.

23 Senator Cohen: Let me look at the control factors, let'’s
24 say, of the TOMAHAWK cruise nmissile. I notice in the report,

25 for example, you say the IOC is on time. Isn't it a fact
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more than Lebanon. That is an extraordinarily important part
of the President’s whole foreign program, foreign policy and
strategic policy, to get Lebanon cleared of foreign forces
vith the capability of defending themselves. The sooner that
can be done, the better. )

There were a lot of people who felt the PLO wculd never
be gotten out of Beirut and that there would be a massacre if
they did not leave and that we could not do any good with the
1200 reinforced Marine amphibious units and so on. Well,
within a very few days, less than a month, really, that
situation was cleared. This has taken longer. It is a bigger
problem, a more difficult problem, but it is a problem which
is directed toward a situation which can mean the removal of
the multinational force, including the ﬁarines. Obviously,
all of our efforts and all of our hopes are directed to
accomplishing that Jjust as soon as possible.

Senator Quayles: Xy time is up, Mr. Chairman.

- Senator Tower: Senator Hart.

Senator Hart (Colorado): MNr. Secretary and Gengral, much j

of the attantion of the hearing has been fccused on the
impact of the 1984 fiscal authorization. I would like to
look farthar out, three to five years from nov, because I
believe that is where the serious implications of this Dbudget

lie.
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I think there are three areas where those considerations
will come to roost. One is a serious pinch brought on by
growth in the wide range of so-called big ticket items we are
buying this year.

What we are have here a;e large doses of budget authority
with small outlays. We all know the cost of the systems will
not occur in fiscal 1984. They will occur three to five
years from now. But that is when the deficits will be the
highest.

It seems to me that we are in the very serious danger of
substantially underestimating the procurement costs of these
Wweapons systems w2 are ordering this yeare.

I want your response to that. I particularly want to
know a little mores claarly your response to I think it was
Senator Cohen®s question this morning about whether you will
make available Hr. Spinney's study of cost growth and on this
procurement pinch available to this committee.

Secretary Weinberger: We are aware of the procurement
problems and the fact there have been overruns in the past.

I do not know that you were here ail morning, Senator, but’
the fact is we have instituted and begun a number of
management initiatives and other procedures designed to
reduce and we hope eliminate cost overruns. You will never
be able to reduce inflation no matter how low we get it, but

we can do a lot of things about not changing designs several
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times in the middle of a procurement program and managing
more closely, getting better contracts to start with, putting
a lot of the burdsn for increases on the contractors and
things of that kind, which ve‘think can reduce very
substantially some of the factors that have led to overruns
in the past.

Another thing that has led to overruns is the start and
stop financing whare you will start with an economic rate of
production plan and, because financing is turned off the
second or third year, the unit rate of production then goes
up very drastically and you have to either get fewer or pay
very much more for the total. That is another of the factors
that has caused a lot of the increases in the past,

e have tried to budget honestly and put in the amount we
think will be actually required, manage very closely and stz~v
to it. That requires a steady application of the funds
provided over a five or six year period, or whatever the
procurement for that specific item would be

Senator Hart (Colorado): ¥Er. Secretary, will you make
available to the committee the studies which indicate that
you have seriously underestimated the cost of these veapons
systems?

Secretary Weinberger: There are not studies of that
kind, Senator. There are studies, and you are wvelcome to

them, that project on the rasis of past mistakes, that we are
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going to make all those same mistakes in the future. You are
welcome to those studies, but they are not studies that show
ve will overrun‘in the future. They are studies that show
that if you do not change the practices, as we have done, you
run the risk of that. '

They are also studies that show that if Congress
changes the financing pattern and frustrates the ability teo
get the savings from multi-year procurement or regular
steady applications of ressourzes that you will indeed have
overruns.

Senator Hart (Colorado): MNr. Secretary, I think we all
agree here, with the exception of you, that the prqjected
costs of this defense buildup are not going to be afforded
in the tim2 we are talking here; so, in effect, that
decision has already been made. I think in reality ve are
both missing here the fact that almost to a person people
are saying given the projected deficits and the need for a
more stable econoay and the need for a more stable fiscal
and monetary mix, that you will not be able to afford these
systems that you have with the small ocutlays in °84.

It seems to me you are answvering your own guestion
here. Congress is telling yYou or it seems to me we are
beginning to tell you that we will not be able to afford
these weapons systems, so the fact you say the error ve

should not make, we are going to make.
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1 Secretary Weinberger: ©Well, I am still counseling you
2 should not make it, Senator, and trying to give you the
3 encouragement that the internal practices of the Department

4 have changed materially. Apd if there is a steady

5 application of the resources, if there is steady support in
6 the way of authorization and outlays, you cannot only

7 Jimprove the economy substantially but you can alsoc prevent a
8 1lot of the sudden surges of costs that come from reducing

9 the actual rate of reduction.

10 Senator Hart (Colorado): MNr. Secretary, I want to take
11 strong exca2ption, and with all due respect, I think it is a
12 phony argument to use a defense Lbudget as an econonmic

13 stimulant. I think almost everybody agrees you could use

14 the same dollars in repairing the detsriorating public

15 facilities of this country and put people back to worke.

16 Secretary Weinberger: When you were not here, Senator,
17 I put several cautions in, that I do not think you should

18 spend one nickle to stimunlate the economy from defense. I
19 think that would lead you to dangerous results if you

20 assumed that Jefense spending is bad for the economy. It

21 clearly is not. It does not reduce the deficit dollar for
22 dollar by any means to reduce spending in states where there
23 1is high unemployment nowe.

24 You are not accomplishing an improvement in the

25 economy, but I agree with you totally you should not spend a
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nickle of defense money to stimulate the economy, and we are

not doing that.
Senator Hart (Colorado): I understand the answer to my
question that that study will be made available to the

committee. I look forward to seeing thate.

I look forward, in addition, to seeing the study on the
readiness problem. Over the period of time ve are
discussing here, 1981 through 1987, procurement percentages
of the defense budget go from 39 percent at the same time
operations and maintenance go from 33 to 25 percent. While
we are buying more complex and more difficult to maintain
and operat2 systems, we are cutting them out of money to
operate.

Secretary Weinberger: No, sir. You are not cutting
them out to operate. You are right about the percentage,
but you ara wrong about the money. The budgets go up, and
the percentage does drop tecause you do acguire a great deal -
of needed spare parts, and you start building the ammunition
reserve. You do not need a higher percentage. But you are
quite right. We should not cut that.

Senator Hart (Colorado)s The third is a retention
problem. Beyond procurement readiness I think the promise
to the troops that we will keep faith with them in fiscal
1985, based on those I have had some contact with at Fort

Carson and other places, they are not taking too kindly to
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United States Senate
Commnittee on Armed Services
Washington, D. C.
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foom SD-106, Dirksen Senate Office Building, the Hon. Zchu
Tecwer [chairman] presiding.

Present: Senators Tower, Thurmond, Goldwater, Warner,
Humphrey, Cohen, Jepsen, Quayle, East, Wilson, Jackson,
Stennis, Nunn, Hart, Exon, Levin, Kennedy and Bingaman.

Staff Members Present: James F. McGovern, Staff Director
and Chief Counsel; James G. Roche, Minority Staff Director;
Alan R. Yuspeh, Gzneral Counsel; Paul C. Besozzi, Minority
Counsel; Brenda K. Hudson, Assistant Chief Clerk; Anthony J.
Principe, Counsel, Willis D. Smith, Deputy Staff Director and
Chief Scientist for the Ninority; Ann E. Sauver, Special
Assistant; Gerald D. Strickler, Printing and Documents Clerk;
Louis W. Arny, III, Professional Staff Member; Michael B.
Donley, Professional Staff MNember; Robert S. Dotson,
Professional Staff Member; Frank J. Gaffney, Professional
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of war. I think that is basically a quite cruel and totally
unrealistic approache.

So I think that what we have asked for are realistic
sums. Part of why we are doing it is because it is an
element of deterrence and part of why we are doing it is
because it is essential to acquire some of these additional
capabilities that the money requested would bring.

Senator Cohens: Fr. Secretary, are you familiar w§;;:::;:—~$'
writings of Mr. Franklin Spinny, Chuck Spinny?

Secretary Weinberger: OGh, Yes.

Senator Cohens I am at least advised that there was a
briefiné that was given to the Pentagon concerning the
management initiatives that have not brought cost overruns
under control. That report has been classified and I was
wondering if you would be willing to submit that to the
mexrbers of the committee so that they might have an )
opportunity to review it?

Secretary Weinkterger: Well, Nr. Spinny to whom you refer
is one of the analysts in a large office in the Department
and basically his thesis is to project in the future a number
of trends which he has found in examining the cost of various
weapons systems. The projection-to the future is made
without taking into consideration any of the new fa;ts that
are involvad with respect to the new management initiatives,

the examination of the weapons systems that have since we put
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those new managment systems in effect, the effect that they
have had on reductions of total cost and without taking into
effect a number of considerations. The raw projection of
future costs based upon a serie§ éf past events when those
events don't include the new facts cannot be very helpful.

Senator Cohen: Well, as I understand, the CBO filed a
Yay report and they said that the gains that have been made
have been undercut by program managers of the Trident
submarine, the SSK 688, the TOMAHAWK, thg AV8BB and 11 other
defense systems. So it seemed that Er. Spinny is not alone
in looking at the nature of what is occurring in terms of the
continued cost growthe.

Norm Augustinz who used to serve in the Department
itself, I recall he has‘vritten a book called "Rugustine's
Laws”™ in which he projeéts out also that if we continue to
spend the kind of money and have the kind of overruns that wve
are experiencing, it will cost §1 trillion by the year 2054
to buf one tactical aircraft.

Secretary Weinberger: That exactly reflects the danger
of just using a naked projection without any intérvening
control factors that have already been applied and are being
applied.

Senator Cohen: Let me look at the control factors, let'’s

say, of thes TOMAHAWK cruise missile. I notice in the report,

for example, you say the IOC is on time. Isn't it a fact
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more than Lasbanon. That is an extraordinarily important part
of the President’'s whole foreign program, foreign policy and
strategic policy, to get Lebanon cleared of foreign forces
with the capability of defending themselves. The sooner that
can be done, the better. : )

There were a lot of people who felt the PLO wculd never
be gotten out of Beirut and that there would be a massacre if
they did not leave and that we could not do any good with the
1200 reinforced Marine amphibious units and so on. Well,
within a very few days, less than a month, really, that
situation was cleared. This has taken longer. It is a bigger
problem, a more difficult problem, but it is a problem which
is directed toward a situvation which can mean the removal of
the multinational force, including the ﬁarines. Obviously,
all of our efforts and all of our hopes are directed to
accomplishing that Jjust as soon as possible.

Senator Quayles: Xy time is up, Mr. Chairman.

- Senator Tower: Senator Hart.

Senator Hart (Colorado): MNr. Secretary and Gengral, much )

of the attantion of the hearing has been fccused on the
impact of the 1984 fiscal authorization. I would like to
look farthasr out, three to five years from nov, because I
believe that is where the serious implications of this budget

lie.

ALDERSON REPORTING COMPANY, INC,
400 VIRGINIA AVE,, S.W., WASHINGTON, D.C. 20024 (202) 554-2345




19°%

11

12

13

14

18

16

17

18

19

20

21

22

24

25

145

I think there are three areas where those considerations
will come to roost. One is a serious pinch brought on by
growth in the wide range of so-called big ticket items we are
buying this year.

What we are have here a;e large doses of budget authority
wvith small outlays. ¥e all know the cost of the systems will
not occur in fiscal 1984. They will occur three to five
years from now. But that is when the deficits will be the
highest.

It seems to me that we are in the very serious danger of
substantially underestimating the procurement costs of these
weapons systems w2 are ordering this yeare.

I want your response to that. I particularly want to
know a little mors claarly your response to I think it was
Senator Cohen®s qQuestion this morning about whether you will
make available Er. Spinney‘'s study of cost growth and on this
procurement pinch available to this committee.

Secretary Weinberger: We are aware of the procurement
problems and the fact there have been overruns in the paste.

I do not know that you were here ail morning, Senator, but’
the fact is we have instituted and begun a number of
management initiatives and other procedures designed to
reduce and we hope eliminate cost overruns. You will never
be able to reduce inflation no matter how low we get it, but

we can do a lot of things about not changing designs several
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times in the middle of a procurement program and managing
more closely, getting better contracts to start with, putting
a lot of the burdsn for increases on the contractors and
things of that kind, which we‘think can reduce very
substantially some of the factors that have led to overruns
in the paste.

Another thing that has led to overruns is the start and
stop financing whare you will start with an economic rate of
production plan and, because financing is turned off the
second or third year, the unit rate of production then goes
up very drastically and you have to either get fewer or pay
very much more for the total. That is another of the factors
that has caused a lot of the increases in the past,

Ke have tried to budget honestly and put in the amount ve
think will be actually required, manage very closely and stz7
to it.e That requires a steady application of the funds
provided over a five or six year period, or whatever the
procurement for that specific item would be

Senator Hart (Colorado): ¥r. Secretary, will you make
available to the committee the studies which indicate that
you have seriously underestimated the cost of these vweapons
systems?

Secretary Weinberger: There are not studies of that
kind, Senator. There are studies, and you are welcome to

them, that project on the rLasis of past mistakes, that we are
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going to make all those same mistakes in the future. You are
welcome to those studies, but they are not studies that show
wve will overrun_in the future. They are studies that show
that if you do not change the practices, as we have done, you
run the risk of thate. .

They are also studies that show that if Congress
changes the #financing pattern and frustrates the ability to
get the savings from multi-year procurement or regular
steady applications of rs2sourzes that you will indeed have
overruns.

Senator Hart (Colorado): MNr. Secretary, I think we all
agree here, with the exception of you, that the projected
costs of this defense buildup are not going to be afforded
in the tim2 we are talking here; so, in effect, that
decision has already been made. I think in reality ve are
both missing here the fact that almost to a person people
are saying given the projected deficits and the need for a
more stable economy and the need for a more stable fiscal
and monetary mix, that you will not be able to afford these
systems that you have with the small ocutlays in °'84,

It seems to me you are ansvering your own question
here. Congress is telling you or it seems to me ve are
beginning to tell you that we will not be able to afford
these weapons systems, so the fact you say the error ve

should not make, we are going to make.
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Secretary Weinberger: Well, I am still counseling you
should not make it, Sanator, and trying to give you the
encouragement that the internal practices of the Department
have changed materially. Apd if there is a steady
application Qf the resources, if there is steady support in
the way of authorization and outlays, you cannot only
improve the economy substantially but you can also prevent a
lot of the sudden surges of costs that come from reducing
the actual rate of reduction.

Senator Hart (Colorado)s MNr. Secretary, I want to take
strong exca2ption, and with all due respect, I think it is a
phony argument *to use a defense budget as an econonmic
stimulant. I think almost everybody agrees you could use
the same dollars in repairing the detariorating public
facilities of this country and put people back to worke.

Secretary Weinberger: When you were not here, Senator,
I put several cautions in, that I do not think you should
spend one nickle to stimulate_the economy from defense. I
think that would lead you to dangerous results if you
assumed that defense spending is bad for the economy. It
clearly is not. It does not reduce the deficit dollar for
dollar by any means to reduce spending in states where there
is high unemployment now.

You are not accomplishing an improvement in the

economy, but I agree with you totally you should not spend a

ALDERSON REPORTING COMPANY, INC,

400 VIRGINIA AVE, S W WASHIILLTON T 0 02 D0 (7197) 554-2345



{.
N

10

11

12

13

14

15

16

1[7f

18

19

21

22

23

24

25

145

nickle of defense money to stimulate the economy, and we are
not doing that.

Senator Hart (Colorado): I understand the answer to my
question that that study will be made available to the

committee. I look forward to seeing thate.

I look forward, in addition, to seeing the study on the
readiness problem. Over the period of tima ve are
discussing here, 1981 through 1987, procurement percentages
of the defense budget go from 39 percent at the same time
operations and maintenance go from 33 to 25 percent. While
we are buying more complex and more difficult to maintain
and operata systems, we are cutting them out of money to
operate.

Secretary Weinberger: Ko, sir. You are not cutting
them out to operate. You are right about the percentage,
but you ara wrong about the money. The budgets go up, and
the percentage does drop tecause you do acquire a great deal -
of needed spare parts, and you start building the ammunition
reserve. You do not need a higher percentage. But you are
qui.te right. We should not cut that.

Senator Hart (Colorado)s The third is a retention
problem. Beyond procurement readiness I think the promise
to the troops that we will keep faith with them in fiscal
1985, based on those I have had some contact with at Fort

Carson and other places, they are not taking too kindly to
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