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| nt r oducti on

M. Chairman, nenbers of the Conmttee, thank you for the
opportunity to discuss the readi ness of our Navy. Congress has
been particularly hel pful in addressing Navy readi ness concerns
and we are grateful for your continuing support.

Let me begin by enphasizing that our Navy is by far the
best in the world, an outconme of the fact that Congress
recogni zes that the United States has al ways been and al ways
will be a maritine nation. But our margin of supremacy, while
consi derable, is not excessive. W need to continue to be the
best Navy on the planet, because the challenges and
responsibilities we face outweigh the chall enges and
responsibilities of any other nation on earth.

This kind of supremacy requires a sustained effort. CQur
mastery of the seas, made possible by the depl oyed presence of a
substantial U S. mlitary force, continues to ensure access to
our economc, political, and security interests overseas. Today
there are approximately 48,000 Sail ors and Marines depl oyed on
carrier battle groups, anphibious ready groups, and independent
depl oyers such as submarines and maritinme patrol aircraft.

These “on station” naval forces pronote regional stability,
deter aggression, and provide the capability for tinely response

in crises.



| f deterrence fails and crisis beconmes war, naval forces
provi de significant conbat power. |Imedi ately enpl oyabl e naval
forces, sinmultaneously controlling the seas while projecting
power throughout the battl espace, are necessary to facilitate
the entry of forces fromoutside the theater, assuring access
for the joint force, and enabling our sister Services to deploy
nore rapidly. As the ground-based forces join naval forces
al ready operating forward, the result has to be a joint force
that projects offensive power sufficient to serve our nationa
i nterests.

The Navy provides credi ble conbat-ready forces that can
sai |l anywhere, anytime, as powerful nanifestations of American
sovereignty. W denonstrate that capability wth our forward-
depl oyed forces every day, in the Mediterranean Sea, the Arabian
@Qulf and the Western Pacific, always ready to directly and
deci sively influence events ashore, fromthe sea.

The Chi ef of Naval Operations (CNO has outlined before the
Armed Services Conmttees his top five priorities, wth manpower
as the nunber one issue. Accordingly, we continue to nake a
strong commtnent to our people, our nost vital resource.

O particular inportance to this subconmttee is the CNO s
second priority of maintaining current readi ness at high | evels.
Qur Navy is a rotational force. That neans we need to depl oy

forces that are ready fromthe first day of deploynent to



respond to tasking fromthe National Command Authorities. About
one-third of our Fleet is deployed every day, and we nust ensure
that this depl oyed readi ness renains high.

A third priority is future readiness. Because demand for
depl oyed battl e groups and anphi bi ous ready groups has not
declined proportionately with our decline in force structure,
we’' ve seen an increase in our utilization rates, which has
exacerbated the wear and tear on our ships and aircraft,
requiring nore mai ntenance. Hence, naintaining our future
readi ness requires that we initiate a recapitalization program
that delivers the right nunber of technol ogically superior
platforns and systens to the Fleet.

Quality of Service is a fourth priority. W need a
bal anced conbi nation of Quality of Life and Quality of Wrk to
under pi n both readi ness and m ssion acconplishnment. Pay,
bonuses, and ot her conpensations while on active duty, when
conbined with retirement options, are essential elenments of
Quality of Life. Quality of Work includes aspects of Sailors’
wor k environnment, fromthe physical condition of the workspace,
to the appropriate tools, to adequate spare parts inventories,
to the atnosphere in the workpl ace.

The ot her key priority is alignnment, by which we attenpt to
ensure that all the elements of our organizations, systens, and

processes deliver exactly what they are designed to produce: a



conbat capabl e Navy ready to sail in harms way. Re-calibrating
and adjusting alignment within the Navy' s organi zation w ||
facilitate achievenent of warfighting requirenents and ensure
proper focus on current and future readi ness issues.

In the final analysis, every one of the CNO s top five
priorities is a readiness issue and all are related. Optim zing
readi ness requires attention to each of our top five priorities
as well as nmanagi ng second- and third-order effects, as will be
expl ai ned further.

As you know, the status of the prograns discussed here, as
wel | as the associated funding | evels, are subject to change as
a result of the Secretary of Defense’s ongoing strategy review
In ny view, proposed changes will have to acconplish three
t hi ngs:

1. Revitalize and refurbish the force, to correct
deteriorating material conditions and upgrade crunbling
infrastructure resulting from chronic underfundi ng;

2. Achieve national security objectives with a clear
denonstration of ability to decisively win any conflict;

3. Prepare and posture the force to deal with future
t hreats.

As the new strategy is devel oped, we nust bal ance future

and current readiness and resist the tenptation to | ook so far



downstreamthat we overl ook the shortfalls that coul d cause us

to fail today.

The Rel ationship between Current and Future Readi ness

| want to start out by stating that the readi ness of our
f orwar d-depl oyed naval forces to neet their assigned mssions is
currently adequate. Let no potential adversary m sunderstand that
point. Qur deployed forces are ready today.

Unfortunately, while we plan that non-depl oyed forces wll be
at | ower readiness |evels than our forward forces, it is ny
assessnent that non-depl oyed readi ness has slipped to |levels |ess
t han what they should be. This assessnent is based on data that
i ndicates significantly nore units are reporting major deficiencies
intheir ability to execute primary mssions. Figure 1 indicates
the percentage of tinme Navy units reported CL or C2 in overal

readi ness over the |ast two decades.



Readiness History
Deployed vs Non-Deployed Units
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Figure 1
As you can see, the gap between these depl oyed and non-

depl oyed categories has steadily increased over the last ten years.
Many factors contribute to this trend, including constrained
budgets, aging platfornms, shortages of parts, munitions and trained
personnel, as well as the I TEMPO and OPTEMP restrictions which
[imt the at-sea tinme we can demand of our forces between
depl oynments (this is one of the second-order effects |I noted
earlier).

Figure 2 illustrates the consistent tenpo of depl oyed
operations with a substantially reduced force structure. Even
t hough we have taken action to increase the “duty cycle” of certain
forces such as m ne counterneasure ships by permanently basing them
overseas, our deployed commtnents are such that we have not been
abl e to reduce depl oynent denmands commensurate with force structure

decl i nes.



Ship Employment, 1993-2001
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In order to keep forward depl oyed readi ness as high as
possi bl e, we have sonetinmes found it necessary to sacrifice
conbat systens noderni zation and ship and aircraft procurenent
to fund “nmust-pay” near termreadiness bills. For exanple, nany
shi ps, including AUSTIN and ANCHORAGE- cl ass anphi bi ous shi ps as
wel | as our fleet comrand ships, are reaching the end of their
service lives. Such ships often require unprogramed repairs,
forcing us to divert funds to nmeet urgent mai ntenance
requirenments. These actions, in turn, produce a maintenance
backl og that is very unhealthy, especially given the small size
of our Navy today.

To repair this maintenance backlog, it has becone necessary to
di vert even nore funds fromour future readi ness prograns,
resulting in continued underfundi ng of investnent accounts. For

exanple, during his first significant opportunity to adjust the
8



Navy budget, the Chief of Naval Operations made the very pai nful
decision to reprogramnearly $6.5 billion from other Navy
prograns to begin to address our current readi ness shortfalls.
Because of this increased enphasis on near-termreadi ness, the
total request for procurenment funding has decreased from $26. 6
billion in FYOl to $24.6 billion in FYO2.

Anot her inportant fact is that ships reaching service m d-
life, like the ol dest of our Aegis cruisers and sone of our
submarines, require nodernization to be operationally viable in
future hostile situations. Although a ship may have a service
life of over 30 years, technology continues to evolve at a rapid
pace, with conputer processing speed doubling about every
ei ghteen nonths. This fact demands that we make significant and
sonet i mes whol esal e upgrades of conbat systens periodically
t hroughout the ship’s |life to keep it on the cutting edge of
war fi ghting technol ogy. Hence we find the need for prograns
i ke Cruiser Conversion Program Cooperative Engagenent
Capabi lity, and Advanced Rapid Conmerci al - of f -t he- shel f
Insertion Program Yet funds for conpleting such inportant
force protection tasks are el usive.

Nevert hel ess, the 160 units (ships, aircraft squadrons,
etc.) currently schedul ed and preparing for deploynent wthin
the next year will be required to repair equipnment and train in

an environnment of difficult budget tradeoffs. [If sufficient



resources are not nade avail able to keep our equi pnment in good
wor ki ng order, conbat readiness will suffer, as wll
opportunities for and quality of training, which will in turn
affect norale.

For exanple, fewer nmechanically sound aircraft avail abl e
for non-deployed aircrew training significantly degrades our
overal | aviation readi ness posture. This effect is illustrated
as squadrons in later stages of the inter-deploynent training
cycle (IDTC) with maintenance problens often find it necessary
to draw m ssion-capable aircraft away from squadrons in earlier
stages of the IDTC in order to conplete their training. Another
mani f estati on of readi ness problens is the practice of our Fleet
aircraft Replacenent Squadrons (FRS) “borrowi ng” aircraft from
fl eet squadrons in order to conplete student training and
qgual i ficati ons.

Thus a second-order effect: because those squadrons just
begi nning their IDIC nust then train with fewer aircraft, they
enter the later stages of their training cycle in a |lower state
of readi ness than they shoul d.

A third-order effect is the requirenent for even nore tine
and nore ready aircraft to get back on step than predecessor
squadrons, which causes themto draw proportionately nore

ai rpl anes from other squadrons just entering the training cycle.
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A fourth order effect mght be the precipitation of a
violation of Individual Tenpo (ITEMPO |limts, due to a need to
conduct nore intensive training late in a predepl oynent cycle
triggering increased costs of operations in the formof |TEWMPO
paynents (not to nention the demands on our people).

This series of events have put us in a downward spiral
Managi ng t hese uni nt ended consequences and conpeting demands is
chal | engi ng.

Conditions |Ii ke these have infected our fleet with what the
CNO has | abel ed a “psychol ogy of deficiency,” by which our
Sail ors have cone to believe that resource shortfalls are a
normal condition. Left unchecked, this perception wll
adversely affect retention and the readi ness of our force.
Sailors need to see that our nation is conmtted to providing
them the tools necessary to carry out the m ssions our nation
assigns to them

The Navy continues to face significant challenges in
fundi ng our operating accounts as the force ages. And there
will likely be other times in the future when new shortfalls or
changed priorities nmake it necessary to tap readi ness accounts
to pay other obligations. These diversions are likely to
conti nue as operations and nmai ntenance accounts remain the

Services’ only |arge source of unobligated funds.
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As it is, we have been able to nake ends neet only through
the intervention and considerable help of the Congress in
provi di ng suppl enental funding. | would therefore |ike to thank
you for your support again this year. Navy's allocation of the
suppl enental , when conbi ned with a nodest reprogramm ng request
for readi ness and personnel accounts, should address essenti al
and urgent requirenents to fulfill our estinated remaining
Fi scal Year 01 requirenents.

Specifically, and of note to this subcommttee, this
critical infusion will be allocated to fund the increased costs
of the Flying Hour Program wutilities, base operations costs,
force protection projects, and recovery operations for the EH Me

MARU.

| TEMPO
The FYOO National Defense Authorization Act (NDAA) requires
mlitary services to track deploynment of nenbers on an
i ndi vidual basis, and to provide paynents to service nenbers who
exceed specified days deployed. It’s now becom ng cl ear that
these | TEMPO restrictions may have sone uni ntended consequences.
Wat we're finding is that this |egislation, as enacted,
presents the Navy with a dilema. Mny of our Sailors, for
exanple, prefer to remain at sea even when doi ng so keeps them

depl oyed for | ong periods of tine (deployed 401 or nore days out

12



of the preceding 730 days). Sone Sailors |like to stay depl oyed
in the Western Pacific where they can remain closer to the | ands
of their birth. Oher Sailors opt for back-to-back sea duty as
a way to remain in the sane honmeport for reasons of famly
stability. Still others joined the Navy because they actually
like going to sea. Wre Navy to accede to these desires of our
peopl e, given current deploynent requirenents, very |arge
additional costs would result at a tinme when we are trying to
[imt expenditures. Analysis of this situation is ongoing and
we will nmake the results known to this subcomrttee as soon as

possi bl e.

Endstrength

The Navy has nmet its overall recruiting and end-strength
goals in FY 1999 and 2000, and we are on track for FY 2001. W
are currently reenlisting nearly 60% of eligible Sailors who
reach the end of their first enlistnments, conpared with 47%in
1999. Two-thirds of petty officers with 6-10% years of service
are reenlisting, conpared with 60% two years ago. Annua
attrition rates for first-term Sailors have fallen fromover 14%
to less than 12% since 1998. Unfortunately, officer retention
remai ns well bel ow steady-state goals in every community except

Naval Flight Oficers.
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Better than anticipated manning in FY 2001, the result of
| ong sought after inprovements in recruiting and retention, has
reduced at-sea billet gaps and all owed our Navy to begin filling
increased requirenments in areas such as anti-terrorismforce
protection, aviation nmaintenance, and environnental billets at
sea. As aresult, we are requesting authorization in FY 2002 to
i ncrease our endstrength from 372,642 to 376,000. This
addi tional endstrength will lock in gains we have made in

i nproved at-sea manni ng and enhanced readi ness.

Mat eri al Readi ness

Agi ng systens often require significantly increased
mai nt enance. (O der systens experience increased breakdown
rates, require nore frequent repairs, and thus consunme nore
spare parts. The pace of operations and depl oynents, and the
consequent accel erated agi ng of systems and infrastructure are
out pacing our ability to maintain readiness levels. Wile we
have nade progress reducing naterial shortfalls over the past
three years, equi pnent and supply readi ness for non-depl oyed
units remains a significant readi ness chall enge.

Account shortfalls currently exist in the areas of ship
depot mai ntenance, aviation material support and precision-

gui ded munitions. W have shifted funds fromship and aircraft
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procurenment accounts to pay these bills, but this trend cannot

continue indefinitely.

Shi p Depot Mai nt enance

Emergent costs associated with ship depot maintenance
continue to grow as we have deferred past maintenance.
Unfortunately, this has produced recurring shortfalls in this
account. These shortfalls have been nmanifest in cancelled, de-
scoped, or deferred scheduled repairs. This in turn has caused
degradation in sone mssion capabilities, increased probability
of conponent failure and subsequent cost to replace failed
conponent s.

In 1999, a lack of maintenance funds in the ship depot
mai nt enance account was a key factor in one of our conbat
| ogistic ships failing a major material inspection. In
anal yzing the factors, which contributed to this failure, the
CNO pointed to our cultural tendency to underestimate the
requi renent, and to then underfund the underestinated
requirement. He has therefore committed to identifying the full
requi renment for Ship Depot Mintenance in future budgets and
then funding to ensure success.

Since then, the fleets have reassessed their positions,

reporting the need for a significant growh in a nunber of
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schedul ed availabilities, which has resulted in a | arger
shortfall this year than originally projected.

Qur FYO02 budget provides an additional $660M for ship
mai nt enance with the objective of increasing the percentage of

requi renent funded from 87% (FYO1l) to 90%

Avi ati on Readi ness

Qur aviation force now contains, on average, the ol dest m x of
type/ nodel /series aircraft in naval history. For the first tine,
our average aircraft age exceeds the average age of our conbatant
ships. And as the average age of the aviation force has increased,
there has been a corresponding increase in the costs of operations
and mai ntenance of aircraft. Specifically, the cost of Aviation
Depot Level Repairables (AVDLRs), which is driving the cost of
mai ntai ning our aircraft, has risen an average of 13.8 percent per
year over the period FY96-99.

In addition, the increasing demands of recent operational
tenpo also affect our ability to maintain our aircraft. For
exanpl e, The F/ A 18 has been flown well in excess of planned
utilization rates. As a result, nore than 300 aircraft wll now
require a service life extension earlier than originally planned
or budgeted for. Simlar situations apply to F-14s, EA-6Bs,

P-3Cs, SH-60s, and virtually every other aircraft in the fleet.
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The single nost influential factor in supporting near term
aviation readiness is the health of our Flying Hour Program which
i ncl udes fuel, consumable spare parts, and AVDLRs. Depot |evel
repairabl es, which account for over half of the program s
resources, have been the biggest challenge to the flying hour
programin recent years. Despite our focused attenpts to
all eviate shortages in AVDLRs, we continue to experience
shortfalls.

Shortages al so exist in aviation mssion critical itens, such
as targeting pods and repair equi pnent on aircraft carriers.

Agai n, our deployed air wngs are receiving the aviation materia
support they need to ensure that they are m ssion ready, but it has
cone at the expense of non-deployed units. Wthout the FY 2001
Suppl enental, the current Flying Hour Program shortfall will result
in Navy and Marine Corps pilots unable to fly sufficient hours to
mai nt ai n adequate training readi ness |evels.

Qur FYO2 Flying Hour Programis funded to achieve the CNO s
goal of 83% TACAI R ASWPrimary M ssion Readi ness (PVR). The
program has been priced using the nost recent FY2000 cost per hour
experience, including higher cost for repair part pricing and
usage. This repricing, which adds significantly to the cost per
flying hour, is a manifestation of the Departnent’s aging aircraft

inventory discussed earlier.
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The nost effective manner in which to address the probl ens
facing naval aviation is to introduce new aircraft into the fleet
as soon as possible. To that end, the FY 2002 anended budget takes
steps to increase the nunber of F-18 E/F aircraft. W are
currently in an age/cost spiral that can be corrected by addressing

t hese noderni zati on requirenents.

Pr eci si on- Gui ded Muni ti ons

The inventory | evels of precision-guided nmunitions (PGVs)
continues to be a concern. —PGVvs were originally devel oped and ‘
procured to allow for precise attacks on specific categories of
targets to reduce risk for our aircrews. Stockpiles were then
sized appropriate to the [imted target sets for which they were
desi gned.

In practice, however, it has becone routine to use these
weapons in ways we didn't foresee when we devel oped our procurenent
pl ans. For exanple, we now use PGWs to minimze collateral damage
even when | ess expensive and nore plentiful weapons woul d be
effective froma weaponeering point of view

Hence, the requirenent for PGWw has grown significantly and we
face an inventory shortfall. A second order effect is that as we
have diverted funds to accelerate the delivery rate of PGV, we
have i npacted our ability to fund ot her ordnance mai ntenance,

resulting in an increased backlog of “not ready for issue” weapons.

18



A third order effect is that we nay have to conpensate by limting
the Fleet’s training allowance, as well as significantly reducing
fundi ng for devel opnent of future weapons.

We remai n considerably short of the warfighting requirenent
associ ated with our current strategy. Because t hese weapons
greatly reduce risk to our forces and to non-conbatants, additional
funds may be necessary in the areas of weapons devel opnent,
mai nt enance, and procurenment to sustain acceptable |levels of both

warfighting and training nmunitions required by the new strategy.

Trai ni ng, Encroachnent, and Live Fire Exercises

Success or failure in conbat and the risk that we ask our
Sailors to shoulder is a direct function of the preparation we
afford themprior to conbat. Shortfalls in nanpower, equipnent,
and supply readiness directly affect training readi ness anong
naval forces. |ssues such as encroachment and restricted access
to training ranges also constrain our ability to train, fight,
and win and I’ msure are well understood by this subcommittee.
Training and testing ranges are central to continued mlitary
readi ness, yet we increasingly face encroachnent probl ens.

Experience with |ive ordnance and exposure to live fire
conditions are essential to conbat readi ness and are prerequisites

for Sailors who may be called to engage in conbat. Forgoing this
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experience, for whatever reason, is likely to result in increased
casual ti es and suboptim zed performance in battle.

Wil e a grow ng anount of training and testing can be
acconpl i shed usi ng conmputer simulations and other information
t echnol ogy sol utions, technol ogy has not yet produced a
mechani sm whi ch can sinulate the conpl ex, end-to-end series of
procedures associated with the preparation and | aunching of live
ordnance, then assessing the results. Likew se, the handling and
use of |live anmmunition, and the danger, noise, shock, and visua
effects associated with the inpact of |ive ordnance, generates a
psychol ogi cal response which sinulation cannot replicate. There
is norealistic simulation for this experience. Hence, for the
foreseeable future, we will not be able to replace all Ilive
training with simulation and request your continued support of

ranges.

Concl usi on

The essence of our Navy is the Fleet, and the Fl eet renmins
the focal point of our efforts. W nust maintain the Fleet at
t he hi ghest possible | evel of readiness and training— able to
fight and win today. OQur trademark nust remain conbat-ready,
forward-depl oyed forces, manned by dedi cated, well -trained,
well -led Sailors, notivated by a sense of mission, as committed

to their Navy as their Navy is commtted to them operating
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nodern, wel | -mai ntai ned equi prent and platforns with the right
capability, constantly patrolling the world s trouble spots.
Your continued commtnment to inproving Navy life and m ssion
acconpl i shnent has made a significant difference. Qur Sailors
and their famlies appreciate it, and the Navy is nost grateful

for your enduring support.
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