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FOCUSINGAND IMPROVING TRAINING

Some of the most important lessons emerging from Operation
Desert Storm concern training. It is clear that medical and dental
unit members can keep their skills sharp in civilian jobs. Truck
transportation units could be kept trained in peacetime. With addi-
tional effort, combat support units such as artillery battalions and, /
with more effort, brigades, could be maintained in a trained and
ready state.

It also became clear that the same could not be said for larger
combat units. In these units, not only did a variety of individual
skills need to be maintained, but the units were also called upon to
display much more complex collective skills. The verdict here, re-
peated many times, was that National Guard members who could
train only 39 days a year could not be expected to field trained and
ready combat brigades on mobilization day,

The committee’s recommendation would focus training on indi-
vidual and small unit skills, leaving larger unit training for the
period after mobilization.

STRENGTHENINGPERSONNELSTANDARDS

To ensure a fighting force ready for deployment, the committee’s
recommended reforms would establish stricter medical, dental and
physical screening; and create a special, nondeployable category
for those who do not meet either physical or fitness standards.
Once declared non-deployable for failing to meet fitness standards,
the National Guard member would have six months to meet those
standards or be dropped from the unit.

REMOVINGIMPEDIMENTSTO EFFECTIVENESS

The committee found that in many instances, active and reserve
component systems for keeping track of personnel and logistics are
not compatible. This impediment to the rapid use of the full poten-
tial of Guard units should be removed. The committee’s reforms
would direct the Secretary of the Army to develop and implement
a program to provide compatible sye.tems for personnel, mainte-
nance, supply and finance for all Army components.

CREATINGNEW REPORTCARDS

Operation Desert Storm demonstrated that the Army’s unit read-
iness rating system was broken. The committee’s recommendation
would modify the system so that it accurately assesses unit de-
ployability. It would also require that every Army National Guard
combat unit be formally associated with an active unit, and that
active unit would assess National Guard training, readiness and re-
source requirements.

REFORMINGTHE ACTIVEARMY

Operation Desert Storm demonstrated that the active forces and
the national leadership had not planned to use Army National
Guard forces effectively in a contingency short of global war. For
the Guard to be effective in the more likely event of regional con-

tingencies, the active Army must accept responsibility for the
Guard’s readiness. The committee’s recommendation would direct
the Army to integrate the Guard in its planning for regional cot~-
tingencles and to allocate resources accordingly.

,,--’” ~. READINESSvs. OVERHEADAND INFRASTRUCTURE

The Administration requested $86 billion for operation and main-
tenance, the largest element of the defense budget. The request re-
mains high despite congressionally-mandated burdensharing off-
sets; the accelerated withdrawal of U.S. troops from overseas bases;
domestic base closures; the 25 percent force structure reduction im-
bedded in the 1990 budget agreement; the strategic stand-down;
and the much-touted Defense Management Report effort that the
Pentagon has said will save $70 billion in management and over-
head costs through 1997.

However, of the $86 billion sought, only $21 billion+r approxi-
mately 25 percent of the total-directly affects the readiness of the
U.S. military. A part of the remaining $65 million indirectly con-
tributes to our ablhty to mobilize, but the major portion simply
supports a Cold War-sized management and acquisition bureaucra-
cy. The committee’s careful examination of this situation revealed
that billions of dollars could be cut from this overhead and infra-
structure-excessive inventories, inflated overseas basing costs, a
bloated bureaucracy—without harming the readiness of our troops.
Thw was the guiding principle for the committee’s work.

Clearly, as force structure shrinks the department’s bureaucratic
superstructure must decrease as well. But so far, progress has been
slow. The committee expects the department to be diligent in seek-
ing reductions of the kind demonstrated this year by the commit-
tee.

VI. OPERATION13ESERTSTORM LESSONSLEARNED

The committee conducted an extensive review of Operation
Desert Storm to discover and develop the lessons of the war for
building a defense for the post-Soviet world. The committee’s
report raised several issues for the future, including the effect of
high technology weapons on the traditional balance between
combat systems and support systems. Combat platforms that ap-
proach the effectiveness of one-target, one-round accuracy have ex-
posed and exacerbated a support deficit. How this imbalance is ad.
dressed will determine whether or not we maximize the advantages
of high technology in the future.

The committee took some first steps toward developing a new
battlefield balance, recommending additional funds to buy more
heavy equipment transporters and to develop improved photo-re-
connaissance capabilities. The committee also recommends support
for Administration efforts to upgrade two airborne electronic jam-
mers.

VII. OVERSIGHTOF SPECIALACCMS PROGRAMS

At the request of several members, the committee developed an
improved mechanism to more effectively and efficiently conduct its
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ITEMOF SPECIALINTEREST

Ground-mave emergency network Table
The committee notes that the independent study requested in

fiscal year 1991 on the health effects and environmental impacts
associated with the Ground-Wave Emergency Network (GWEN)
has not yet been submitted for review to the congressional defense
committees. Therefore, the committee notes the continued restric-
tion of further obligation of funds for the purpose of site prepara-
tion and construction of GWEN towers, or related support facili-
ties, until the National Academy of Sciences’ report on the health
effects of GWEN has been submitted to the congressional defense
committees and a period of 15 days has elapsed after the report is
received.
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DEFENSEAGENCIES

0Vi3RVIEW
(S9, W)

The amended budget request contained $2,146.9 million for pro-
curement, Defense Agencies in fiscal year 1993. The committee rec-
ommends authorization of $1,883.6 million for fiscal year 1993. The
committee recommends approval of authorization as requested
except for those programs adjusted in the following table. In addi-
tion, certain programs are discussed in more detail.
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ommendations to the Armed Services Committee and the Budget
Committee on actions to be taken to preserve the defense industri-
al base and to suggest policies to guide the economic conversion
and transition to a more commercial reliant technological and
manufacturing capability.

The results of the panel findings were detailed in the Armed
Services Committee print no. 10, Future of the Defense Industria2
Base, April 7, 1992.

The committee believes that an industrial sector and critical
skills analysis of the industrial base would provide the basis for an
investment strategy for the future and eliminate vulnerabilities in
our defense planning. To that end, the committee directs the Secre-
tary of Defense to accomplish the following series of actions on an
annual basis and to provide a report on the results to the Commit-
tees on Armed Services of the Senate and House of Representatives
on March 1, 1993, and each succeeding year:

(1) Identify the critical sectors and skills of the defense
industrial base;

(2) Identify the critical technologies, processes and capa-
bilities within each sector, with special focus directed
toward those unique military activities that cannot be met
through commercial or civilian sources; and

(3) Detail the actions the Department of Defense is
taking or will take to address shortfalls in the industry or
in skilled personnel to ensure a viable defense industry.

This prescribed analysis will enable the committee to make more
informed assessments for industrial investment, training and op-
portunities for conversion or reconstitution.

Environmental technology programs

The committee is concerned that the Department of Defense has
failed to invest resources in programs that address technology de-
velopment and application for the solution of environmental prob-
lems. The department has continually failed to institutionalize and
request funds for the Strategic Environmental Research Program
(S1311DP) and provides only insignificant funds for other forms of
environmental research and development identified in its Re-
search, Development, Test, and Evaluation request. The committee
urges the department to raise its priority of environmental re-
search and development.

The committee directs the Director, Defense Research and Engi-
neering (DDR&E) to review and report on:

(1) The research and development programs it is funding
that address advancing environmental sciences;

(2) The universities, industry and in-house infrastructure
supported by the department in environmental research
and development;

(3) A list of program elements, funding and highlighted
accomplishments of the on-going programs;

(4) An assessment of the compatibility of the programs
in paragraph (3) above to the environmental problems of
major concern to the department for which the activities
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of the department impact significantly on the environ-
ment;

(5) A statement of how the department formally inter-
acts with other non-DOD federally funded scientific devel-
opment addressing new technology development for pollu-
tion control and environmental restoration; and

(6) A statement of planned DOD environmental research
activity and funding through the six-year defense plan.

The report shall be delivered to the Committees on Armed Serv-
ices of the Senate and House of Representatives by March 1, 1993.

Federally funded research and development centers (FFRLG)

The committee believes that the Federally Funded Research and ~ ,
Development Centers (FFRDCS) supporting the services should take . .
every opportunity to transfer and share technology with the public ‘a
and private sectors for utilization or potential product develop- ~,
ment. The committee believes this objective can be achieved by en- “

couraging the use of Cooperative Research and Development
Agreements (CRDA), and also by permitting FFRDCS to enter into
cooperative agreements as is now permitted under section 2371 of
title 10, United States Code, for the Defense Advanced Research
Projects Agency (DARPA) and the military services.

At a time when our nation’s economic strength is reliant on our
superior technical advancements, to which FFRDCS contribute
greatly, the committee believes that the Department of Defense
must provide a creative environment for technology transfer
throughout its research and development infrastructure.

Manufacturing technology

Manufacturing technology (MANTECH), identified in the
RDT&E tables as Industrial Preparedness, has been an ongoing
program for over 25 years. The Department of Defense cites exanv
pies that show that the MANTECH program has continually pro-
vided typical returns on investments of 10 to 1, with many pro-
grams approaching 100 to 1 and greater, The National Defense Au-
thorization Act for Fiscal Year 1991 (Public Law 101-510) expanded
the program to include advanced manufacturing technology to take
further advantage of the rapidly advancing technologies being de-
veloped internationally and to attempt acceleration of technology
infusion for higher performance and lower cost of next generation
products for the department.

It is clear that the congressional vision was on the mark. The de-
partment even cites the importance of flexible manufacturing
(FMS) in the 1992 National Defense Manufacturing Technology
Plan dated March 1992, as an important element of “reconstitu-
tion.” The plan notes, “FMS will enable commercial industry to
switch to defense production quickly,” a desired condition for re-
constitution of the defense industrial base.

However, the committee believes that the department does not
share the vision of the Congress in promoting technology that leads
to lower cost, high performance manufactured products because the
department requested only a minimal amount of funding for the
industrial preparedness (MANTECH) program, and no funds were
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ITEMSOF SPECIALINTEREST

Endothermic fuels

The committee is encouraged by the Air Force initiative in high
thermal stability fuels, including endothermic and coal-based fuels,
The committee notes the importance of a robust effort in coal-based
research. The committee recommends an additional authorization
of $2 million to the Air Force in PE 602203F,

Engine model derivative program

The Air Force request for the engine model derivative program
(EMDP) for fiscal year 1993 is $1 million. The committee notes with
continued concern the failure of the services to fund adequately
fighter aircraft derivative engine programs. Accordingly, the com-
mittee recommends an increase of $3 million to sustain the fiscal
year 1992 level of effort.

The history of high performance tactical fighter engine develop-
ment indicates the high cost the Department of K)efense has paid
by not adequately funding derivative fighter engines and by not
maintaining adequate competition in fighter engine development.

The committee urges the Department of Defense to reassess the
engine model derivative program (EMDP) funding level given the
critical role this program has played in providing needed enhance-
ments to current generation fighter aircraft as well as reduced pro-
curement costs through increased competition. These enhance-
ments will become increasingly important with the continued de-
cline in DOD budgets. In the year 2005, more than 75 percent of
Air Force tactical aircraft will be powered by F1OO and F110 deriv-
ative engines, employing 25-30 year old technology. In the interest
of improving performance, reliability, maintainability, and reduc-
ing life cycle costs the committee encourages the Air Force to re-
program funds to revitalize this important program.

F-16 squadrons

In 1988 the Air Force developed requirements for the F-16 air-
craft to meet the threat of the 1990s and beyond. The requirements
led to an avionics upgrade referred to as the Modular Mission Com-
puter (MMC).

In view of the changes in the threat, coupled with declining de-
fense budgets, the Air Force has altered the requirements by reduc-
ing the number of aircraft scheduled to receive the MMC.

Because the Air Force cannot afford the full MMC program the
committee believes that a combination of MMCS and an alternative
solution could provide many of the MMC capabilities and extend
the operational life of the F-16 aircraft at an affordable cost.

The committee recommends that the Air Force, in coordination
with Denmark, Belgium, Norway and The Netherlands, investigate
lower cost solutions for an F-16 avionics upgrade.

F-II 7A stealth fighter

The committee continues to be aware of the role the F-1 17A
played during operation Desert Storm and continues to support
the actions begun last year to make improvements to this aircraft
that will increase its performance. The committee, therefore, rec- I
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ommends an additional authorization of $31 million for improve-
ments to the F-117A that would include $21 million to improve the
operation and maintenance of the aircraft such as exhaust system
redesign to eliminate fuel leaks, completion of consolidated auto-
matic test equipment, retrofit of the stores management processor
to provide compatibility with the new JDAM weapons, and en-
hancements to the mission planning system. The additional $10
million would be to provide improvements to communications capa-
bilities.

Grant for astronomy-oriented science center

The committee is concerned about the need to stimulate science
and technology interest in students to promote an increase in
mathematics and science professions. The committee’s Panel on the
Structure of the U.S. Defense Industrial Base underscored the need
for the Department of Defense to be proactive in encouraging the
growth of the talent base for the future. DOD interest and asser-
tiveness in programs that could be established in areas of the
nation that have lower than average representation in the science
and technology professional field can be particularly fruitful. The
committee views establishment of a science center as a facilitating
asset, especially if located in areas with population characteristics
where the specific school comprehensive standardized tests show
below normal comparability that could be enhanced.

The committee recommends that $17.5 million be authorized for
a competitively awarded grant for an astronomy-oriented science
center/observatory to be located in a large urban school district
with a “oint power agreement by a city, regional park district,

d’school istrict and an astronomical association. Location of the
center near a national laboratory with focus on teacher training
and student and public programming shall all be positive evalua-
tion factors for selection. The committee seta the condition of the
grant such that its award may only be made if matching non-feder-
al government funds are available for the creation of the center.

Joint tactical information distribution system 4+

The committee supports the Air Force decision not to equip tacti-
cal fighters with the high cost joint tactical information distribu-
tion system (JTIDS). The committee also suppor~ the Air Force
concept that JTIDS is an appropriate design for the tactical theater
command and control platforms.

In Operation Desert Storm tactical fighters with data link en-
joyed a much higher degree of situation awareness than those with-
out such capability. Low cost compatible data links in the TADIL-J
message standard format but in non-JTIDS wave form are current-
ly available. The committee understands that nonJTIDS wave
forms can provide 100 percent capability by using a gateway or like
data link placed in line with JTIDS on the command and control
platform. This precludes development of yet another data link for
fighters.

The committee is aware of an Air Force operational utility eval-
uation to determine the utility of data link information in fighter
type aircraft to be conducted at Mountain Home Air Force Base,
Idaho, during the summer of 1992. The commitee directs the Secre-
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tary of the Air Force to include in the evaluation the utility of data
link information provided via non-JTIDS waveform transmission
and to report the results of the evaluation to the congressional de-
fense committees not later than December 15, 1992.

Logistics Manu.gernent Institute

The committee applauds the results of the inventory manage-
ment program of the Air Force Logistics Management Institute
(LMI). Improved business practices, process improvement, incorpo-
ration of successful private sector practices, and implementation of
emerging technologies have resulted in shortened materiel procure-
ment lead times, improved depot turnaround times, smaller quanti-
ty procurement, elimination of some levels of stock and the remov-
al of inactive materiel “off the books” to disposal operations,

In view of the substantial documented savings and prospects for
continued development cost-cutting logistics technologies, the com-
mittee recommends approval of the LMI budget request and under-
stands that some portion of the authorization will be forwarded to
academic institutions for technology development and demonstra-
tion.

Loitering anti-radiation missile

The committee is aware of the potential of the STAR-l/Delilah-
Loitering Anti-Radiation missile for stand-off attack against air de-
fense missile sites. The committee directs the Secretary of the Air
Force to demonstrate the characteristics of the STAR-1 /Deiilah
unmanned expendable decoy air vehicle for potential adaptation to
Air Force requirements.

The committee recommends $10 million in PE 207316F for this
purpose.

Manufacturing technology

The committee recommends an increase of $65 million to the Air
Force manufacturing technology development request. Of that
amount $5 million is for the National Center for Tooling Compo-
nents and $40 million is for the National Center for Manufacturing
Science (NCMS).

The committee recognizes the contributions of NCMS, as well as
those of the Air Force manufacturing technology (MANTECH) pro-
gram. However, the committee believes that closer formal coordina-
tion of both Air Force and NCMS work will promote a synergy that
will lead to greater benefit to the Department of Defense. The com-
mittee recommends the use of the cooperative agreement (section
2371 of title 10, United States Code) in lieu of a grant as a means of
setting common goals for process development.

National launch system

The committee has supported the efforts by the Department of
Defense and the National Aeronautics and Space Administration
(NASA) to develop a new launch system that would lessen our na-
tion ‘S dependence on the shuttle. However, it now appears that the
phasing of this program may not be in line with requirements.
Given these new developments, the committee believes that the Ad-
ministration needs more time to evaluate where this programs is

I
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headed and what adjustments may be in order. Therefore, the com-
mittee recommends a reduction of $45 million from the request and
directs the continued development of the new Space Transportation
Main Engine (STME) while this review is taking place.

Paint stripping technology

The committee’s report (H. Rept. 102-60) on the National De-
fense Authorization Act for Fiscal Years 1992 and 1993 (Public Law
102-190) directed the Air Force Industrial Preparedness office to
evaluate plastic bead paint stripping technology as a means of pro-
viding a lower cost process that is environmentally safe when com-
pared to chemical paint strip ing methods for aircraft. Test results

?were to be made available or congressional review by March 1,
1992. The committee is dismayed that the re ort has not been re-

!ceived and is concerned about the quality of t e tests conducted by
the Air Force to date.

The committee reaffirms its interest and again directs the Secre-
tary of the Air Force to evaluate competing technologies for air-
craft paint stripping methods and report the findings to the Com-
mittees on Armed Services of the Senate and House of Representa-
tives by March 1, 1993.

.Phme change materials

The committee is aware of the need to control or eliminate heat
in many military applications (e.g., electronic equipment, special-
ized apparel, and man y mechanical systems). The basic tech nolo~y
of microencapsulated phase change materials has been demonstrat-
ed.

The committee recommends $4.7 million be authorized in P}t
6021O2F to conduct an evaluation of phase change materials in the
Air Force technology base program,

Precision air-to-surface missile (HA VE LITE)

The committee is aware of the potential benefits of HAVE LITE,
the light weight version of the precision air-to-surface missile,
HAVE NAP. The HAVE LITE offers benefits in lower cost (30-50
percent less) and an opportunity for integration into a wider range
of aircraft, The committee directs the Secretary of the Air Force to
undertake a two-year evaluation of the HAVE LITE missile
system, jointly with Israel. The committee recommends $15 million
in PE 101113F.

Seismic research program

The committee believes recent events increase the need for the
United States to strengthen its abililty to detect and identify un-
derground nuclear explosions in the Commonwealth of Independ-
ent States, the Eurasian continent, and elsewhere in the Southern
Hemisphere. Consequently, the committee continues its previous
support for additional funding for DOD seismic data collection and
interpretation programs.

The committee supports the $4 million request for university-
based seismic research contained in the Defense Research Sciences
(PE 601102F), project 2309 (Terrestrial Sciences), and recommends
an increase of $6.5 million only for the Joint Seismic Pro~ran~
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%~t-kzunch destruct mecha.n.isrns

The committee notes that Article 2
ment between the United States and
the event of [an accidental launch of

of the 1971 Accidents Agree-
the Soviet Union states, “In
a nuclear wea~onl the Party

whose nuclear weapon is involved will imrnediatefy make every
effort to take necessary measures to render harmless or destroy
such weapon without its causing damage. ” However, at present,
nineteen years after the Accidents Agreement was signed, the
United States does not have the capability to divert or destroy a
nuclear armed missile in flight.

The committee further notes that the National Defense Authori-
zation Act for Fiscal Year 1~91 (public Law lol–~lo) states that the
time may be appropriate “to reconsider to use certain positive con-
trol measures, such as . . . the installation of post-launch control
mechanisms on intercontinental missiles (ICBMS) and submarines
launched ballistic missiles (SLBMS) deployed by the united StateS~
as long as appropriate security measures can be developed to pro-
tect the integrity of the destruct mechanism.” The National De-
fense Authorization Act for Fiscal Years 1992 and 1993 (Pubhc Law
102-190) states in the Missile Defense Act of 1991 that “. . . Con-
gress endorses . . . joint discussions between the United States and
the Soviet Union on strengthening nuclear command and control,
to include discussion concerning the use of permissive action links
and post-launch destruct mechanisms on all intercontinental-range
ballistic missile of the two nations.”

The committee believes that the employment of post-launch de-
struct mechanisms on nuclear ballistic missiles may be an appro-
priate means of fulfilling the obligations of the United States
under the Accidents Agreement and may reduce the risk that a nu-
clear missile launched by accident or by an unauthorized party
would cause to another nation.

Therefore, the committee recommends $15 million for the De-
fense Advanced Research Projects Agency to initiate a demonstra-
tion program to develop a secure and countermeasures-proof post-
launch destruct mechanism that would be appropriate for deploy-
ment on U.S. nuclear ballistic missiles and that would be integrat-
ed into the existing U.S. launch command structure.

Semiconductor cooperative research program (SEMA TECH)

The committee has reviewed the charter for the semiconductor
cooperative research program (SEMATECH) authorized in section
271 of the National Defense Authorization Act for Fiscal Years
1988 and 1989 (Public Law 100-180) as well as current reviews of
the program, which suggest a stabilization in the semiconductor
chips product; cm market trends since SEMATECH was formed in
fiscal year 1988. The committee is gratified to see that the Depart-
ment of Defense has requested funding for fiscal year 1993, albeit
at $20 million less than iast year. The committee is concerned that
loss of one-fifth of the anticipated annual funding will disincenti-
vize and inject instabilities in a successful consortia that has not
yet achieved the level o! technical maturation in the }ndustry due
to both business dynamics and continued scientific discovery. The
committee recommends an additional $20 million be added to re-
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store the SEMATECH budget to $100 million and urges the lle-
fense Advanced Research Projects Agency (DARPA) to budget this
amount in the fiscal year 1994 budget request, The committco di-
rects that at least $10 million of the $20 million of additional au-
thorization be directed toward environmental y safe methods of m i-
crochip and microchip module manufacturing.

The committee also urges the Secretary of Defense to budget SE-
MATECH in a separate budget program element with its own iden-
tification number.

Single-stage-to-orbit (SSTO)

The committee recommends that $35 million of the Strategic De-
fense Initiative (SDI) request be used to carry out design, analysis,
and test for further desi~n and component development to support...
the development of a full scale operational proto~ype single-s{age-
to-orbit (SSTO) system.

The single-stage-to-orbit launch systems have the potential capa-
bility to reduce significantly the cost and increase the reliability of
carrying payloads to and from low earth orbit. The single-stage-
rocket-technology (SSRT) currently being conducted within the
Strategic Defense Initiative Organization is a technology demon-
stration program to determine the availability of components and
technology to support a successful near term SSTO launch system
development. This program is on schedule and within budget and
should provide positive results by the end of fiscal year 1993. Based
on positive results from the current SSRT program, the committee
encourages the Secretary of Defense to include funding for this pro-
gram in the fiscal year 1994 budget request and to provide the out
year funding profile for this program and program achievements to
the Committees on Armed Services of the Senate and House of
Representatives by March 31 of each year.

Stabilized weapon system platform
The stabilized weapon system platform (SWPS) is an inte~ratcd

gun/missile/rocket system being developed for Special Operations
coastal patrol support. The committee is aware that contract award
for this program is scheduled during the first quarter of fiscal year
1993, and recommends that those funds made available for the pro-
gram in fiscal year 1992 remain available and be used in combina-
tion with funds authorized or otherwise made available during
fiscai year 1993 to support the award. The committee is also con-
cerned that the funding profile for the program may be insuffi-
cient, and is also aware that the cost and operational effectiveness
analysis (COEA) will recommend a funding profile for the capabil-
ity desired by Special Operations Forces, The committee requests
that the results of the COEA be provided to the congressional de-
fense committees as soon as possible to ensure consideration by the
authorization and appropriations conference committees.

Supercomputer development and modernization

The committee recognizes the importance and linkage of high
performance computing (HPC) to national security. The committee
also applauds the work of the Defense Advanced Research Projects
Agency (DARPA) m initiating an early lead in the nation for su-
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percomputer development. The committee is now concerned that
the utilization and access to supercomputers by the rest of the De-

“ partment of Defense is far behind the development work being
done at. DARPA. This has created a gap between hardware develop-
ment and utilization by department scientists as well as an associ-
ated lag in software development. This is also the opinion of recog-
nized experts.

The committee is aware of the robust efforts being carried out in
industry for higher speed supercomputers and wonders if invest-
ments in DARPA are as meaningful. The committee is also con-
cerned about reports that DARPA’s pursuit of teraflop machines
has eliminated the opportunity to pursue other related high per-
formance supercomputer architectures. The committee believes
that the large funding increase in the high performance computing
request was not fully justified. However, the committee still seeks
to provide the correct balance of government investment, especially
in view of the current budget environment. To assist in gaining a
new national perspective, the committee recommends a General
Accounting Office assessment of the investment strategy of the
HPC program and reduction of the DARPA program by $45 mil-
lion, which is consistent with the fiscal year 1992 funding.

The reduction of funds will be redistributed to the services to
obtain supercomputing training, access time and software develop-
ment opportunity for use on available supercomputers. The inten-
tion of the committee is to advance the access of supercomputers to
service scientists through contract services with industry or from
available time on supercomputers at universities such as the C!ray
YMP-2 at the University of Nevada, Las Vegas,

The committee reminds the department that part of this recom-
mendation is caused by failure on the part of the department to
deliver the supercomputer modernization plan called for in the Na-
tional Defense Authorization Act for Fiscal Years 1992 and 1993
(Public Law 102-190).

The committee also understands that the Director of DARPA in-
tends to provide improved management attention to the HPC pro-
gram to ensure that the program is responsive to technical oppor-
tunities that arise in this rapidly changing field.

Superconducting magnetic energy storage

The committee is dismayed over the apparent lack of manage-
ment, planning and execution of the superconducting magnetic
energy storage (SMES) project even after the direction for the pro-
gram was enacted in the National Defense Authorization Act for
Fiscal Years 1992 and 1993 (Public Law 102-190). The committee
considers inexcusable the department’s blatant disregard for the
law through failures to apply assertive management to respond to
congressional direction for a contractor down select; failure to de-
liver a SMES development plan in a timely manner; and placing
the program on the DOD recision list.

Therefore, the committee directs that no fiscal year 1993 funds
shall be obligated by the Defense Nuclear Agency (DNA) except
with the written authorization of the Secretary of Defense until all
statutory requirements of the National Defense Authorization Act
for Fiscal Years 1992 and 1993 (Public Law 102-190) and the De-
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fense Appropriations Act for Fiscal Year 1992 (Public Law 102-172)
~ertainiruz to SMES have been completed, including contractor
~own sel;ction for the design/construction of an engineering test
model (ETM) and obligation of all fiscal year 1992 SMES funds, or
the Secretary of Defense provides a detailed explanation as to why
delays in the down select process were permitted and provides the
funding and action plan leading to the design/construction of the
ETM.

University research initiative

The committee is concerned with the DOD failure to recommend
a continuation of the Department of Defense Experimental Pro-
gram to Stimulate Competitive Research (DOD-EPSCOR), as that
program was outlined in the committee report (H. Rept. 102-6O) on
the National Defense Authorization Act for FiscaI Years 1.992 and
1993 (Public Law 102-190). The committee believes the DOD-
EPSCOR program should continue and recommends authorization
of $12 million for that purpose.

In addition, the committee is concerned about the DOD failure to
continue the Augmentation Awards for Science and Engineering
Research training program, which it recommends for authorization
of $50 million.

The committee understands that the funding line for Historically
Black Colleges and Universities (HBCU), FE 602228D, has been ter-
minated and that the program will continue under the University
Research Initiative (URI) funding line PE 601103D. The committee
recommends $15 million of the URI program only for HBCU activi-
ty.

Unmanned aerial vehicle (UA V) program

The amended budget request for fiscal year 1993 included
$129.059 million in PE 305141D for the joint remotely piloted vehi-
cles program. Priority in, the program is being given to fielding of
the short range UAV in fiscal year 1994 and the close range UAV
in fiscal year 1996. The committee recommends an authorization of
$119.059 million for continuation of the UAV program in fiscal
year 1993.

Of the amount requested for the program in fiscal year 1993,
$68.2 million was planned to continue engineering and manufacturi-
ng development of the medium range UAV with the objective of
fielding the svstem in fiscal vear 1997, The Air Force plans the ad-
vanced” tacti~al aerial rec~nnaissance system (ATARS) as the
sensor system payload for the medium range U AV. Recent prob-
lems in ATARS development raise serious questions about its avail-
ability for integration into the medium range system. The commit-
tee rejects the notion that the use of a surrogate sensor would
permit an adequate test of the medium range UAV and believes
that a more cost effective approach would be to align the schedule
for the medium range UAV with that of ATARS. Therefore, the
committee directs that development of the medi urn range system
be phased to align with the assured availability of ATARS and that
fiscal year 1993 funding for the medium range UAV be reduced by
a minimum of $25 million.
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The joint program office has sought to reduce program and tech-
nical risk through a series of demonstration/validation evaluations
to identify candidate systems that meet vertical takeoff and land-
ing (VTOL) UAV requirements. The committee is concerned that
too narrow a set of operational requirements may rule out technol-
ogies that could provide an acceptable level of performance at
lower developmental and operational cost. The committee believes
the VTOL UAV program should pursue multiple technological ap-
proaches through the completion of the demonstration/validation
phase to maximize competition and reduce technical risk. The com-
mittee direch~ that up to $15 million from the funds made available
to the UAV program in fiscal year 1993 be used for technology im-
provements and enhancement to VTOL UAV candidates, including
(but not limited to) enhancements for tilt rotor, counter-rotating,
and intermeshing rotorcraft. These funds shall be used to incorpo-
rate engine and other improvements in selected air vehicles desig
nated by the joint program office to maintain competition and
reduce program and technical risk.

The committee continues to believe that the UAV program must
continue to place a high priority on commonality and on interoper-
ability across all UAV systems, particularly with respect to pay-
loads, data links, software, ground stations and recovery systems.
The committee also believes that automated recovery systems will
be required for UAV’S to reduce the potential for operator error,
particularly under operational conditions of low visibility, close ter-
rain, and high sea states. Therefore, the committee directs that an
automated recovery system with a high potential for use in several
UAV systems be tested in conjunction with the joint short range
system.

X-ray lithography

The committee recommends $75 million to be added to PE
602708E, of which $7 million is only for laser plasma point source
X-ray development to achieve lower cost X-ray sources for small
manufacturers, and $10 million is only to support the national lab-
oratory /university/industry initiatives detailed in the National De-
fense Authorization Act for Fiscal Years 1992 and 1993 (Public Law
102- 190). The committee is also aware of the benefits X-rays can
have for the imaging of coronary arteries of humans for safe
venous catherizati~n
mends authorization
gram for this project
ratory,

‘medical pro~edures. The committee recom-
of $1 million of the X-ray lithography pro-
sponsored by the Brookhaven National Labo-

LEGISLATIVEPROVISIONS

sEcfrIoN 203—MANUFACTURING~~CHNOLOGYD13VEL0PMENT

This section would authorize funding for the services and the De-
fense Logistics Agency for manufacturing technology and would
mandate control of the manufacturing technology program to the
Director, Defense Research & Engineering (DDR&E).

104

SECI’ION21l—V-22 OSPREYAIRCRAFTPROGRAM

This section would provide authorization of $755 million for re-
search, development, test and evaluation of the V-22 aircraft pro-
gram, and would authorize manufacture of an additional three pro-
duction representative aircraft in fiscal year 1993 for operation 1
testing. Together with funds authorized in fiscal year 1992, this
would provide a total of six production-representative V-22 aircraft
for operational testing.

This section would further direct the Secretary of Defense to pro-
gram and budget for sufficient contingency funds in following years
to complete development, manufacture, and operational testing of
the six production representative V-22 aircraft.

‘“”--- sE~oN z 1I&-DEPARTMENT OF DEFENSE COMPTROLLER

The committee is concerned that the growing activism of the De-
partment of Defense Comptroller and his organization is well
beyond the scope and intent of current Iaw. Section 137 of title 10,
United States Code indicates clearly that the comptroller function
is to assist the Secretary of Defense in the preparation and execu-
tion of budgets and to advise on policies related to those matters.

In recent years, however, the DOD Comptroller has become in-
creasingly engaged in what can only be described as budget leger-
demain.lFor example, just within the past couple of years the DOD

, Comptroller has:

(1) devised the budgetary non-sequitur of linking in-
creased funding for environmental restoration with mas-
sive sales from the National Defense Stockpile. In this par-
ticular case the department stated a requirement for envi-
ronmental restoration, purposely underfunded it, and told
~lnress to come up with the difference from stockpile

(2) ‘attempted to blackmail the Congress into accepting a
transfer of excess cash from the Defense Business Operat-
ing Fund (DBOF) into the service operation and mainte-
nance accounts by cutting funds directly associated with
operational readiness. Should the Gmgress fail to approve
the transfer of this otherwise available excess cash, the de-
partment would then be in a position to accuse the Con-
gress of hurting the readiness of our troops;

(3) absolutely refused to carry out the clearly stated
intent of Congress-as expressed in current law—to pro-
ceed with the V-22 Osprey aircraft program; and

(4) proposed numerous deferrals and rescissions aimed
directly at Items of congressional interest.

Apparently designed to keep the Congress off balance and fo-
cused on matters other than necessary oversight and program
review, these activities have eroded the spirit of comity and
common purpose needed for effective government.

The committee believes that the responsibilities contained in cur-
rent law for the DOD Comptroller and his organization should
demand their full attmtion. But there appear to be ample re-
sources available to engage in activities antithetical to good govern-
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ment. Accordingly, the committee recommends a provision that
would reduce by five percent per month the number of employees

,.---of the DOD Comptroller organization during each month in which
the Department of Defense has failed to obligate all funds author-
ized and appropriated for the V-22 Osprey aircraft program in ac-
cordance with the requirements of this Act.

SECTION213—EXTENSIONOF PROHIBITIONON TESTINGMID-INFRAREI)

ADVANCED CHEMICAL LASER AGAINSTAN OWE(7TIN SPACE

This section would prohibit the testing of the Mid-Infrared Ad-
vanced Chemical Laser (MIRACL) against an object in space during
1993.

For the past few years the Congress has included language in
National Defense Authorization Acts to prohibit the testing of
MIRACL against an object in space. Although witnesses before the
committee again this year testified that there were no plans to test
MIRACL against an object in space during fiscal year 1993,. the
committee nevertheless believes that the legislative proh~bltion
should remain in effect and that the policy implications of such a
test should be addressed before any actual test takes place.

SECTION 214—P-3 MARITIMEPATROLAIRCRAF’rMODERNIZATION
PROGRAM

For fiscal year 1992 the Congress provided an additional $41.5
million to the P-3 modernization program to initiate a program to
adapt an upgraded propulsion system and provide airframe pay-
load, endurance, and other required improvements that would
permit a variant of the P-3 aircraft to satisfy the Navy’s operation-
al requirement for an improved Maritime Patrol Aircraft. This sec-
tion would direct the Secretary of the Navy to obligate funds pro-
vided for fiscal year 1992 for this purpose within 60 days after the
enactment of this Act.

This section would provide an additional authorization of $90
million in fiscal year 1993 to continue this program.

This section would also direct the Secretary of Defense to pro-
gram for and include in future defense budget requests those funds
necessary to complete the P–3 modernization program as approved
by the Defense Acquisition Board.

SECTION216-ONE-YEAR DELAYIN TRANSFEROF MANAGEMENT
RESPONSIBILITYFOR NAVY MINE COUNTERMEASURESPROGRAM

This section would provide legislative relief from the require-
ment to transfer management responsibility for the Navy’s mine
countermeasures program from the Department of the Navy to the
Director of Defense Research, Development, and Engineering on
October 1, 1992. Section 216 of the National Defense Authorization
Act for Fiscal Years 1992 and 1993 (Public Law 102-190) required
such transfer during fiscal years 1993 through 1997 unless the Sec-
retary of Defense waives the requirement with respect to any fiscal
year and certifies by June 1 of the calendar year in which that
fiscal year begins that, among other things, the multiyear defense
program submitted to Congress in connection with the budget for

I

I
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that fiscal year proposes sufficient resources for executing the up-
dated mine countermemures master plan.

The Navy formally submitted its revised Mine Warfare Master
Plan to the Cangress cm March 17, 1992. The committee believes
that the Navy has reacted reasonably in seeking to redress short-
comings in mine countermeasures that were encountered in the
Gulf War. The establishment of the Navy/Marine Joint Mine De-
tection Technology Program, senior flag officer oversight commit-
tee, working level joint committees, and the enhanced mine coun-
termeasure program reflected in the revised Mine Warfare Master
Plan are indicative of this effort. The Navy has fully supported a
balanced and comprehensive Mine Warfare Plan in its fiscal year
1993 budget request; however, the current multi-year defense plan
(approved in late calendar year 1990 before the enhanced Mine
Warfare Plan was prepared) displays program shortfalls. The Navy
reports that these shortfalls are being addressed in the fiscal year
1994 budget development process; however, because the multi-year
defense plan has not yet been approved, the Secretary cannot pres-
ently provide the formal certification required by the statutory
language.

The committee accepts the Navy’s explanation and recommends
legislative relief in expectation that the Secretary of the Navy and
the Secretary of Defense will provide the certification requested as
soon as the new multi-year defense plan is approved.

SECTION217—LIGHT ARMOREDVEHICLE-105MMGUN (LAV-105)

This section would direct the Secretary of the Navy to reinstate
the program for engineering and manufacturing systems develop-
ment and operational testing of the LAV-105 prototype vehicle and
to obligate the funds appropriated in fiscal year 1992 for that pur-
pose, unless the program has already been reinstated at the time of
passage of this act. This section would also authorize $14.7 million
in fiscal vear 1993 for completion of development and evaluation of
the LAV~105 prototype. -

The development of the LAV-105 to provide heavy caliber direct
fire support for Marine Corps’ light armored battalions has been
strongly supported by the Marine Corps and by the Congress since
the beginning of the program in 1990. During the House-Senate
conference on the National Defense Authorization Act for Fiscal
Years 1992 and 1993 (Public Law 102-190), the Congress was ad-
vised that the LAV-105 program had been terminated, even
though the Marines continue to maintain an operational require-
ment for the system. The congressional defense committees sup-
ported continuation of the LAV-105 program, and $19.104 million
was appropriated in fiscal year 1992 for that purpose. The state-
ments of managers on both the National Defense Authorization
Act for Fiscal Yeans 1992 and 1993 (H. Rept. 102-311) and the De-
fense Appropriations Act for Fiscal Year 1992 (~. Rept. 102-328)
expressed the intent of the Congress that the Department of De-
fense and the Department of the Navy continue development and
operational testing of the LAV–105 and program funds in fiscal
year 1993 to complete this effort.
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In recent years reductions to the overali O&M account have been
relatively modest, with Congress agreeing to $660 billion of the
$689 billion (96 percent) of administration requests from fiscal
years 1985 through 1992. Modest reductions have been made under
the assumption that larger cuts might degrade readiness and train-
ing. However, as forces draw down and funding becomes more
scarce, the committee has undertaken a more sophisticated and
painstaking examination of the O&M accounts.

The Administration continues to request large ()&M funding
levels. These record O&M levels continue despite:

(1) Congressionally-mandated overseas burdensharing
offsets and an accelerated withdrawal from overseas bases.

(2) Domestic base closures.
(3) Force structure reductions of at least 25 percent over

the next few years.
(4) A strategic nuclear forces stand-down.
(5) Defense Management Report (DMR) efforts that

project $70 billion in management and overhead savings
through 1997.

OPERATIONALREADINESSVERSUSOVERHEAD

The committee’s study shows clearly that of the $86 billion re-
quested by the Administration for operation and maintenance only
$21 billion, or 25 percent of the request, is directly related to the
readiness of our forces. Although a portion of the remaining $65
billion contributes indirectly to mobilization capability, a major
portion is the overhead needed to maintain a large bureaucracy.
The table below shows a breakdown of these readiness-related ex-
penditures:

I)1R13CTREAllINESSO&M FUNDINGBY MAJORACTIVITY

[In million. of donors]

Flying Hours ............................................................................................................ 5,670.2
LandForces.............................................................................................................. 6,632.5
ShipOperations....................................................................................................... 1,947.5
SpecialOperations......... ..................... ..................................... ........................... 832.0
StrategicForces....................................................................................................... 2,625.8
Airlift and Sealift.................. ...... . ............,,..,,.,,,.,. ... .. .. . ..............., 2,364,6
DrugInterdiction..................................................................................................... 1,263.4

124.7percent, I 21,335.9

So, most O&M funding goes for things other than training and
operating tempo. Therefore, it is clear that overhead can be re-
duced without degrading the readiness of the forces, particularly at
a time of force structure reductions.

In the future the readiness, adaptability, and staying power of
our forces will be at least as important as how large those forces
are. National security can be maintained with a smaller force
structure if the forces in being are fully prepared to do their jobs in
support of national security interests. The nation needs ready
forces to respond to our vital interests, including the war on drugs
and humanitarian assistance missions.
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EVOLUTIONOF OVERHEADAND INFRASTRUCTURE

Capabilities become liabilities

Since World War II, the American people have invested vast
sums to create a defense establishment capable of winning the Cold
War. That war has now been won.

As a result, much of this capability has now become a liability to
the taxpayer as massive residual overhead and infrastructure has
accumulated to maintain excessive and obsolete stocks, weapons,
vehicles, bases, and other elements of the defense establishment,
both here and abroad.

The extent of overhead and infrastructure funding for this year
is illustrated in the table below:

OVERHEADAND SUPPORTINFRASTRUCTUREO&M FUNDINGBY MAJCJR
~

[In millions of dollam]

Supplyand b@stics ............................................................'!.
Trafisport.ation........................... .......................................................... .. . .. ....1..,
Trainingand Education.........................................................................................
Comm,and,(kmtrol,a,nd~mmunications ...........................................................
RecrUl~Ing,~dvertmmgand Examining .............................................................

Admmlstrat!on .................................................................................................... ..

Base Operations S.up@rt .......................................................................................
Rea! Property Mamtermnce...................,,,,.!,.....................................................
Envl,ronmentalPrograms..................................................................... .
MedicalPrograms............................................................... .. . ......... . . ..........
OtherSupport2,,,,,....,,.,,..,........... . . .................................. ... .. ..

13,575.8
1,46.5.2
3,0001
2,956.7

542.5
3,008.1

10,3.50.4
2,626.9

I 1,7234
9,05:{.:)

16,’220.()

1Does not include$(i12millionproposedfortransfertoenvironment+}lprogrt!!ns.
z Includes trompsubsistence, intelligence, personnel support, ship )ntact!vatlorm and other ml=

cellaneousSupPit.
375.3percent.

As our defense became larger and more complex over the years,
a management and overhead superstructure evolved that has
become so embedded that it is seemingly impervious to repeated ef-
forts at streamlining and reform. Over one million civil service em-
ployees and more than 100,000 foreign national workers are em-

,. ployed by DOD—fully half of the entire Federal workforce —along
with hundreds of thousands of contractor employees and consult”

.- ants. These civilian salaries approach $50 billion annually....——=
Overseas costs escalate

Overseas, adverse currency fluctuations and years of negotiations
favorable to foreign governments have greatly reduced the effec-
tiveness of U.S. defense expenditures for forward presence. More-
over, there is a continuing unwillingness by foreign governments to
acknowledge the level of U.S. taxpayer sacrifice for their defense
and a reluctance to share in this cost. The United States provided a
defense umbrella while other nations prospered and invested in-
stead in technology and manufacturing infrastructure, therefore
widening the balance of payments deficit.

Other factors add to the O&M bill

Each purchase of a weapon system carries with it a support tai I
that has been consistently underestimated in the justif~cation proc-



172 173

ess. Increasingly expensive support costs resulted from increasingly
sophisticated weapon systems. Examples include the B-1 and B-2
bombers, where support overruns are legendary.

In addition, there is a growing fixed price tag for nondirect read-
iness-related items including bureaucratic overhead, treaty verifica-
tion, environmental restoration, peace-keeping, humanitarian aid,
and cataloging and warehousing of huge inventory stockpiles.

Protecting readiness, reducing overhead

This overhead and infrastructure is cumbersome and has failed
to decrease proportionate to force structure reductions, Also, the
shear size of the DOD infrastructure makes it slow to respond to
changing military needs.

With proper priorities, defense decisionmalcers need not inevita-
bly accept limitations on readiness and sustainability. Currently,
the department makes major expenditures for non-productive, du-
plicative, and overlapping functions that threaten to consume more
scarce DOD dollars. The system is rife with duplication and obso-
lete and inefficient functions.

The evolving national security strategy demands a smaIler force
structure that is versatile and capable to protect U.S. interests.
Toward this end, the committee continues to recommend funding
to keep units ready and to ensure their safety and effectiveness on
the battlefield. The committee has not made reductions to direct
readiness accounts and believes that the Department of Defense
must make every effort to ensure that funding for direct readiness
support will not be siphoned off by overhead agencies as reductions
work their way down to the unit level.

Reductions aimed at taking control

In making its reductions this year, the committee has considered:
(1) Accumulated and anticipated excess cash balances within the

industrial and stock funds, often deliberately projected beyond
fiscal years 1993 through 1995.

(2) The continuing purchase of billions of dollars worth of stocks
while billions of dollars worth of excessive stocks already exist
within the Department of Defense.

(3) The need for host nations to pay more of the support costs for
US. forces.

(4) The need to take corresponding reductions in the intelligence
budget as forces draw down.

(5) Realization of some of the $16 billion in potential benefits
identified by the DOD audit establishment.

(6) Unnecessary headquarters, administration, office space, con-
sultants, and recruitment expenditures.

I

1

I

I

1

TABLES

OPFXATION AND MAINTENANCE
SLOUtARY OF FIJ?U3S REcOhOiFNDEO FOR AUTHORIZATION

( DOLLARS IN TNOUSANDS )

F-i1993
AcCOUNT REQURST RECOH?JIXOATION
------ --------------- ---------------- . . . . . . . . . . . . . ------ ------ . . . . . . . .
OSH, ARKY 15, L19,100 13,581,406
06M , NAVY 20,728,600
O&ti , !LARINE CORPS

18,271, h9&
1,607,500 1,557,’100

Oh)i , AIR FORCE 17,581,000 15,/,37,134

O&li , DEFFNsE AGENCIES
OS.M. ARMY RESSRVE
Of,M; NAVY Rl?SERVR
O&H, MARINE CORPS RESEWS?,
O&M, AIR FORCE RESERVE
OkJI , AFMY NATIONAL GUARD
O&M, AIR NATIONAL GUARD
RIFLE PRACTICE , ARHY
O&N, INSPECTOR CSNERAL
COURT OF MILITARY APPFA1.S
DRUG INTERDICTION
ENvIRONMENTAL RESTORATION
WITARIAN ASSISTANCE
13EFRNSE HEALTH PRoGRM4
OLYMPIC GAMES
UOR1,OLTNIVF,RSITfGAMES
---------...-------------............

TOTAL OPERATION h MAINTENANCE

Q,033,000
990,300

9,561,094
991,21~

CHANCFS FROM
REQ\JFX’~

-- . . . . . . . . . . . . .

(1,837,69//)
(2,457,10fi)

(s0,:00)
(2.143,866)

530,00/1
‘J I ‘1

852;700 R$’J, )OO o
7A ,700 15,950 1,250

1,215,723 1,214,823 (900)
2,134,100 2,216,700 F,2,600

2,552,624 2,551,924 (700)
2,700 2,700 0

125,200 ‘218,900 93,700
5,900 5,900 0

1,263,400 1,263,400 0
901,200 90[ .2(70 o

13,000 13,000
9,507, Q!7 9,089,42L (L18,03:)

o 2,000 2.000
0 6,000 6,000

.- . . ..- ------ --.----- ------ . . . . . . --------- . . . . . .

84,008,204 77,81,5,:68 (6,191,936) <+–

WORKING CAPITAL FUNOS

. ------------------------------------------- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
WORKING CAPITAL FUNDS
Defense Business Operations Fund 1,123,800

National Defense S.alift Fund 1+201, boo
16,600 (1,107,200) i&-

0 (1,201, LOO)
------------------- ------------------- . . . . . . . . . . . . . ------- ------ . . . . . . . . . . . . . . . . . . . . .
TOTAL WORKING CAPITAL FUNDS 2,325,200 16,600 (2,308,600) <—
.—.—.=.—— .. —-... -- . . . . . .. —-=

TOTAL O&M AND WORKING CAPITAL FUNDS 86,333, h04 77,832,868 (8, SOO, S36)

<—
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Army, Operation and Haitrtanance

(In thousands of dollars]

FY 1993 Army O&MRequest 15,419, }00

Reductions
Excess Inventories (509,000)
Foreign Nationals (94,000)
Civilian Pay Quarter Adjustment (lo~,o(lo)
Wage Grade Pay Adjustment. (55,000)
Headquarters and Administration (8,000)
Consultants

(13,000)
Audits and Monetary Benefits

Au
(25,000)

tomated Data Processing 754gQ
Leases (17,000)
Intelligence/Classified PrOgrSUTM (105,79/4)
Recruiting, Advertising a“d Ex.ami”ing
Classroom Training

(34,600)
(84,000)

Fiurdensharing (95,000)
DBOF Technical Adjustments
CFE Verification

(55~, Aoo)
(2,500)

Pentagon Reservation Mainte”a”ce Fund
Criminal lnvestiuations Tra”sfor

(31,900)

Total reductions
(28,500)

(1,839,694)
Increase

!hirsing Demo”stratio” program

Net. adj,]stmnt

Recommendation

2,000

1,837,694)

3,581,406

FY 1993 Navy O&F!Amended

Reduct ibfis
Excess Inventories
Foreien Nationals

1’75

NaV~, Operation and Maintenance
[In thousands of dollarsl

Request 20,728,600

(646,000)
(30!000)

Civil;an Pay Quarter Adjustment (91,000)

wage Grade Pay Adjustment (33,000)

Headquarters and Administration (8,000)
,. .,.,.\

Consult.?lnts <1,UUL )

Audits and Monetary Benefits (27,000)

.___+@#
Leases
Intelligence/Classified Programs [2s,40(>)

Recruiting, Advertising and Examining (13, rJorl)

Classroom Training (71,000)

Force Structure Support Excess (253,000)

BurdensharinK ( 3!0[)(1 )

Philippine Severance Pay (52,000)

DBOF Technical Adjustments (1,0)~5,50(1)

Pentagon Reservation Fiaintenance Fund (22!000)

Criminal Investigations Transfer (54,200)

Total reductions (2, ~J59,106)

Increase
Guantanamo Base Operations 2,000

Net adjustment
(2,4>7,10(,)

Recommendation 18.271,494

tiarineCorps, OperationandMaintenance
[In thousandsof dollars]

FY 1993 14arine Corps O&MRequest

Redtict ions
Excess Inventories
Recruit ing, Advertising and Examining
Total reductiofis

Net adjustment

Recommendation

1,607,500

(L4,000)
(6,200)

(50,200)

(50,200)

},557 ,300
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Air Force, Operation and Maintenance
[In thousands of dollars]

FY 1993 Air Force O&MRnqucst 17,581,000

Reductions
Excess Inventories (634,000)
Foreigfi Natiofial$ (23,000)
Civilian Pay Quarter Adjustment (78,000)
Wage Grade Pay Adjustment (39,000)
Headquarters and Administration (17,000)

Consultants (16,000)
Audits and Monetary Benefits (25,000)

Automated Data Processing
Leases (11,000)
Recruiting, Advertising and Examining (5,000)
Classroom Training (46,000)
Real Property Maintenance (232,000)
Burdensharing (2,000)
~ROFTechnical Adjustments (698,100)
Lkpot kvel Rnp=rables k Reliability Centered Maintenance (100,000)
Pentagon Reservet ion Maintenance Fund (24,200)
Intelligence/Classified Programs (93,466)
Criminal Investigations Transfer (41,000)
Total reductions (2,159,766)

Increases
Civil Air Patrol 400
.Iunior ROTC 2,500
Computer-aided Acquisition and Logistics System 13,000
Total increases 15,900

Net adjustment (2,1J3,866)

Rccommcndat ion 15,/,37,134

177

Defense Age”ciaiz, Operation and Maintenance
[In thousands of dollar. 1

FY 1993 Defense Agencies O&tl Request 9,033,000

Reductions
Excess Inventories (62,000)
Foreign Nationals (3,000)
Civilian Pay Quarter Adjustment (37,000)
Wage Grade Pay Adjustment (13,000)

Headquarters and Administration (17,000)

Consultants (15,000)
Audits and Monetary Benefits (25.000)
~ut.omated Data Processin~ oak
Leases (11,000)

Recruiting, Advertising and Examining (2,001))
Classroom TraininB ((),000)

I)BOF Technical Adjustments (11,300)
oSIA Chemical Weapons Verification (1/,,300)

Pentagon Reservation Maintenance Fund (31, wlo)

Defense Commissary Agency (55,500)

Intelligence/Classified progr~s (209,306)
Total reductions ( 588, 306)

Increases
Defense Contract Audit Agency S,700

Defense Commissary Agency I,107,2(10

Physician Assistant Demonstration Program I,000

Guard and Reserve t4edicalCare Pilot Program i,500

Total increases i,118,AO0

Net adjustment 530,0’94

Reconnncndat ion 9,563,09/,
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In addition, the committee recommends a reduction from the head-
quarters and administration request to reinforce to the department
that the justification material must be accurate, meaningful and
timely. If the department does not improve its performance, larger
reductions will be made each year.

EXCESSINVENTORIES

The Department of Defense segments its inventories into two
major areas: principal and secondary. Examples of principal items
include tanks, aircraft engines, missiles, vehicles and weapons sys-
tems subsystems. Secondary items include consumable and repara-
ble items, for example: electronic parts, clothing, medical supplies,
fuel and parts for principal items. Secondary items are stored at
major depots, installation warehouses and, in some cases, at indi-
vidual units.

The department’s secondary inventory grew from $44 billion to
over $100 billion between 1980 and 1990. After reevaluating its in-
ventory, the department recently reported that about $21 billion
was unrequited inventory, or items that are not needed to meet
current requirements. The department reported that $200 million
of the $21.3 billion was potential excess whose retention could not
be justified for either defense or economic reasons. The $200 mil-
lion of potential excess was valued at 2.2 percent of its value. At
full value the $200 million of potential excess represents about $9.4
billion of inventory. DOD’s estimates do not include all on-hand in-
ventories. For example, billions of dollars of inventories aboard
ships are not included. In spite of its billions of dollars in excess
inventories, the department has requested over $25 billion for sec-
ondary items in fiscal year 1993, including $20 billion from oper-
ation and maintenance funds.

DOIYs inventory problems are long-standing and pervasive. The
General Accounting Office has been reporting on the department’s
inventory problems for over 20 years. Examples of recent audits in-
clude:

(1) Army units at 13 divisions had $184 million in spares
that were excess to their needs; meanwhile, Army buying
commands were procuring the same items.

(2) Inventories at Air Force units increased by 110 per-
cent (from $400 million to over $900 million) from 1!387 to
1990, Most of these items were unknown to the buying
commands who continue purchasing them. One sample
found 30 percent of items procured were available in
excess quantities at Air Force units. Another audit found
Air Force buying commands purchasing $30 million of
items that were available in excess quantities at some
units.

(3) Inadequate controls and security create opportunities
for theft. One agency reported losses on shipments totaling
almost $100 million in 1989 and 1!)90. The department de-
tected almost $70 million in thefts during 1989 and 1990,
including everything from fishing kits to computers and
night vision devices.

I
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(4) DOD’s medical system could save mil}ions of dollars
by reducing duplicative and excess layers of inventories.

These problems reached such a magnitude that in January 1990,
the General Accounting Office identified defense inventory man-
agement as 1 of 16 government activities that are highly vulnera-
ble to mismanagement, fraud and abuse. Because of the continuing
problems and the large quantity of excess stocks, the General Ac-
counting Office has taken the highly unusual step of recommend-
ing a $5 billion reduction below the fiscal year 1992 level to the de-
partment’s secondary item budget request.

DOD’s Deputy Inspector General recently testified that his orga.
nization has also reported on inventory problems since the early
1980’s. Their work has “revealed deficiencies in all aspects of
supply management.” Some recent examples of the Inspector Gen-
eral’s findings include:

(1) Several maintenance facilities were holding over $300
million in unrecorded material.

(2) Some $126 of $128 million in items sampled in one
aud~t, were misclassified as recurring demands, meaning
additional purchases would be made to maintain supply
levels. In fact, they were nonrecurring items and should
not have been considered for additional purchasing.

(3) Some inventory locations held almost $300 million in
unauthorized and unreported items while buying conl -
mands were purchasing $111 million in identical }tems.

(4) The Defense Logistics Agency’s (l_)LA) budget re-
quests for secondary items in 1992 ($3.7 billion) and 1993
($3.5 billion) were unreliable, unrelated to future needs,
and overstated actual material needs. In short., the DLA’s
whole system is unreliable.

In an effort to reduce its inventories, the department issued an
Inventory Reduction Plan in 1990. While recognizing the need for
such a plan, the Deputy Inspector General questioned the pli~n’s

implementation and progress. For example, the crucial ingredient
to the plan’s success is the development of ~im automatic data

The selection and devel-
se systems are experiencing serious delays that will

have profound impacts on the inventory reduction PIan’s success.
Two thirds of the plan’s projected savings can only be achieved
after standard automatic data processing (ADP) systems and poli-
cies are in place.

The committee believes that given the current excess inventories
at all levels in each service, and the continuing problems through-
out the entire DOD inventory system, a reduction of $2 billion is
justified and necessary to ensure the department buys only items
needed to meet current needs. These reductions are apportioned as
follows:

[ln millions of dollars]

Stww
A&y . ........

11’,?i!<cfl,’rtk
...................... .......................... ...... . . . ... . .. . . ,-,,)!)
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fifth largest corporation in the world~xceeded only by General
Motors, Royal Dutch/Shell Group, Exxon, and Ford. The depart-
ment also estimates that the fund will employ about 360,000 civil-
ian and military personnel and have assets valued at about $126
billion during fiscal year 1993.

DBOF expansion

The committee is concerned about DOD’s efforts to incorporate
more functions into the I)efense Business Operations Fund (DBOF)
as envisioned in the original concept development plan. The de-
partment is considering incorporating ammunition procurement,
family housing, medical care and DBOF. The department is also in-
corporating other functions despite congressional prohibitions.

For example, the committee has learned that as of October 1,
1992 the department plans to consolidate the military services’ ac-
counting and finance offices into the Defense Accounting and Fi-
nance Service (DFAS). Because DFAS is part of DBOF, this consoli-
dation will increase the size and cost of operating DBOF. This con-
solidation will affect about 600 finance activities, involving about
14,000 civilians and 2,800 military personnel. This increase would
more than double the existing size of DFAS and increase the oper-
ating costs by about $950 million from fiscal year 1992 to fiscal
year 1993. The committee is concerned about DOD’s plan.

The National Defense Authorization Act for Fiscal Years 1992
and 1993 (Public Law 102-190) directed that no new activities be
funded through DBOF in fiscal year 1993 to give Congress an op-
portunity to evaluate the execution of DBOF in fiscal year 1993
before a further expansion. If the department adds these offices to
DBOF, it will be difficult, if not impossible, to determine if DBOF
operates more efficiently in fiscal year 1993 than it did in fiscal
year 1992.

In order for the Congress to monitor and exercise its oversight
responsibility, it must have comparable data. However, through the
addition of the military services’ accounting and finance offices,
this comparability has been distorted. For fiscal year 1994 the com-
mittee prohibits the department from taking any action, similar to
adding the finance and accounting offices, that would increase the
size of DBOF.

Systems and policies inadequate
I,ast vear the General Accounting Office (GAO) testified that the

depar~rn~nt had not developed the-policies to explain clearly how
, the fund would operate, its controls, the rationale for including

each business area, the responsibilities for financial decisionmak-
ing, and its financial management requirements. Although the de-
partment has finalized some pciicies, other key policies are still
under development.

The department has not yet finalized other key policies involving
cash management, capital asset accounting, and intrafund transac-
tions that are needed to help account for, control, and report on
tens of billions of dollars of resources.

The department has made little progress in im roving the exist-
Xing cost accounting systems used by the stock an industrial funds

and is still in the process of determining the requirements for the

I
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fund’s cost accounting systems. Although DOD’s Corporate Infor-
mation Management (CIM) initiative initially appeared to be a
promising undertaking, improved systems resulting from the initia-
tive will not be implemented for years. Despite the limitations and
deficiencies of the existing systems, the department can do much to
improve the quality of the financial information these systems
produce in the short term. Although the department is primarily
relying on long-term solutions, strong action is needed now to
achieve improvements. Also, the DOD budget states that perform-
ance standards are to be developed in their long-range plan. This
may be too late to stabilize rates and allow for major changes to
unit commanders-the customers of DBOF.

Full disclosure of fund changes needed

In implementing the fund, the department significantly changed
its management philosophy and practices for operating industrial
and stock funds. However, the department did not fully disclose
and explain the effect of these changes, including their effect on
customers’ appropriations, in its 1992 fund overview book. Two of
these financial reporting issues involve prices charged customers
for stock fund items and adjustments made to financial reports.

Starting in fiscal year 1993 the department plans to charge cus-
tomers the total cost of items sold and eliminate the surcharge for
maintaining a certain level of cash with the ‘Treasury. The pro-
posed changes resulted in the department requesting an additional
$300 million for customers’ appropriations. The department should
fully disclose and explain policy changes affecting customers’ ap-
propriations. Tens of thousands of military personnel are fundwi
through DBOF using operation and maintenance funding. The cost
of these military personnel is understated and, in this regard, total
unit cost data is distorted.

Second, the department decided to eliminate $3.1 billion in
supply operations’ accumulated operating losses, According to DOD
officials, this was done because past stock fund prices were set to
meet a certain cash objective, and mistakes were made in reporting
the $3.1 billion as an accumulated loss last year. However, the
overview book does not provide any information specifying that the
$3.1 billion in accumulated operating losses were eliminated. Ad-
justments of this magnitude should be fully disclosed and explained
so that the Congress will have the information it needs to exercise
its oversight responsibilities over the fund and its customers’ ap-
propriations.

Successful implementation of the fund will require continued
commitment from DOD’s top management to:

(1) plan realistically and ensure that management exper-
tise and staffing levels are sufficient;

(2) place a high priority on financial management in-
cluding developing performance indicators;

(3) fully d~sclose the financial remdts of operations;
(4) commit to enhancing existing financial systems in

,the short term to improve the accuracy of financial data
and develop and implement new systems much more effect-
ively than in the pasfi and
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(5) dtivelop a cost-conscious culture by considering cost as
well as readiness implications in the decision making proc-
ess.

Although this will not be easy, it is absolutely required to realize
the expectations the department has established for the fund. The
department needs to demonstrate measurable progress and show
that it can operate fund activities more efficiently than in the past.

Fin.a.n.cial cost data crucial

Reliable cost information is crucial to ensuring that the right de-
cisions are made and to measuring and verifying the effect of these
decisions. Managers must have accurate costs to establish realistic
goals and to measure actual performance against those goals. Al-
though accurate cost data are critical to the fund’s success, little
progress has been made in developing a standard cost accounting
system to provide these data. Control and accountability must be
established because the department cannot afford failures.

Meaningful and reliable financial reports including the fund’s
budget presentation are essential for the Congress to exercise its
oversight responsibilities. Financial reports would highlight critical
information, such as the significance of the fund’s cash balance, in-
ventories, and capital projects. The financial reports could also be
used to develop trends, make comparisons, and provide a basis for
evaluating the fund’s performance.

The committee recommends a legislative provision (sec. 331) that
would set milestones for meeting criteria.

In trafund transfers

The committee directs the Secretary of Defense to notify the con-
gressional defense committees of his intent to make any transfers
of funds between the activities specified in section 316(’b) of the Na-
tional Defense Authorization Act for Fiscal Years 1992 and 1993
(Public Law 102-190), or any reprogrammings involving the funds
and activities of the DBOF, in accordance with current notification
standards and procedures.

The committee directs that the “sunset provision” called for in
the National Defense Authorization Act for Fiscal Years 1992 and
1993 be extended through the end of fiscal year 1994 and that the
department should not be permitted to add any new activities in
fiscal year 1994. This should provide the department time to:

(1) develop and implement its policy and procedures;
(2) develop and implement systems that provide accurate

and reliable cost data; and
(3) show how the fund has reduced costs in providing

goods and services to its customers.

Because of the fiscal and budgetary importance of the fund, the
committee directs the General Accounting Office to monitor closely
the operation of the fund. Until the benefits of the fund are con-
vincingly demonstrated, Congress will refrain from permanently
authorizing the fund.

The committee finds there is a major lack of understanding
within the Department of Defense with regard to the DBOF by

many senior DOD people
execution of the program.

Removal of commissaries
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and mid-level managers charged with

The committee recommends a legislative provision (sec. 333) that
would remove commissaries from DBC)F and reestablish the corn.
missaries as a separate defense agency. Commissaries are a non-
pay compensation and quality of 1ife program where goods are sold
at cost plus a five percent surcharge at the cash register. There-
fore, total cost identification through DROF is unnecessary.

Workload carry-ooer

The Air Force’s Depot Maintenance Industrial Fund (DMIF) fi-
nances the costs incurred in the conversion, overhaul, repair, or al-
teration of aircraft, components, missiles, and other equipment. In
fiscal year 1991, DMIF earned about $3.5 billion in revenue, includ-
ing about $2.3 billion for work performed by Air Force employees
at 5 air logistics centers, about $100 million for work performed by
Air Force employees at various other industrial activities, and
about $1.1 billion for work performed as a result of contracts issued
by the air logistics centers. About 83 percent of DMIF’s fiscal year
1991 workload was financed with Air Force operation and mainte-
nance funds.

An ongoing General Accounting Office review of DMIF indicates
that the air logistics centers’ backlog of work has grown steadily in
recent years a“nd is likely to grow even larger in the future, More
specifically, the centers’ workload carry-ver, which includes work
that has been funded but not yet started, and the costs to complete
work that has been started grew from about $410 miIlion in Sep-
tember 1987 to about $772 million in September 1~~1~ In addition!
the General Accounting Office found that the centers’ carry-over
balance is likely to be even higher at the end of fiscal year 1992,
primarily because the centers’ workforces have been much less pro-
ductive than expected during fiscal year 1992.

Neither the Department of Defense nor the Air Force has a posi-
tion on how much carry-over is acceptable. However, by using vari-
ous Air Force estimates of how much carry-over is necessary in
order to ensure a smooth flow of work at a DMIF activity, the Gen-
eral Accounting Office determined that the 5 air logistics centers
will have between $182 million and $347 million in excess carry-
over at the end of fiscal year 1992.

There is little point in providing funds in fiscal year 1993 for
work that will not be accomplished before fiscal year 1994. The
committee recommends a $100 million reduction in the Air Force
operation and maintenance appropriation for fiscal year 1993 and
allows the Department of Defense to move a similar amount of
cash from the DBOF to the Air Force operation and maintenance
account. ln addition, the committee directs the Secretary of De-
fense to ensure that the fiscal year 1994 budget request does not
include funding for any industrial fund workload unless there is
reasonable assurance the work will be accomplished in fiscal year
1994 or the workload is required to ensure a steady flow of work
through the industrial activities.
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Cash reserve for Defense Business Operations

The Defense Business Operations Fund (DB
quest. for fiscal years 1992 and 1993 is $1,2 b:
respectively. In recent testimony on DBOF,
ing Office pointed out that the Department
rently maintain sufficient cash at all times in
cover unliquidated obligations for its capital 1
fiscal year 1993, the department estimates
$1,369 million in cash reserves to cover the al
obligations for capital projects and that this ;
increase in the future. These cash balances \
the fund awaits delivery or performance of th

To improve the cash management for DBOI
still allow contract authority for the purchas
department would only maintain cash in a re
outlays in the budgeted year. The Departme
certain amount of cash to cover its outlays
the beginning of each fiscal year until the D
ations Fund can earn enough revenue thr{
goods and services. The committee directs the
mine its cash needs for capital projects based
year 1993, the department only needs six mo
in a reserve account at the end of fiscal year
projects outlays in fiscal year 1994. According
ommends a reduction of $531.8 million and
ment to move a similar amount in cash from
operation and maintenance accounts.

fl~ mi![mn.. of dollars]

. Cr[’tcc
Army. ?........................................................................................
Navy .................................................................. ............ .......
Air Force .....................................................................................

Total.............................................. ..................................

Further, the committee directs that in pre
capital projects the department display infer]
Business Operations Fund overview book on
to be obligated for the capital projects; and (2
be disbursed against those capital projects b
tion, the budget should explain how the ca]
prove the fund’s operation and thereby reduct

,, DBOF cash
/

The committee is concerned that the Depal
not established a cash management policy t
lion Defense Business Operations Fund (DB
lished on October 1, 1991. This policy is ne
minimum and maximum amounts of cash tl-
ate efficiently. At the end of March 1992 DB~
$5.9 bil!ion. This is $1.8 billion more than
had estimated the cash balance would be at
1W2, The committee recognizes there can 1
cash balance. and that the cash balance couh
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out the difficulties the department faces in implementing the fi-
nancing of repairable inventory items through the stock fund. The
GAO reports state that

.-J(1)DC)D needs to develop uniform ~olicies on the mites
that the stock fund will ;harge cus~omers for repairable
items; and

(2) the Army and Air Force do not have the systems in
place to accurately track, account for, and bill customers
for repairable items received from the stock fund. These
problems will not only impede the financing of repairable,
but will aIso hinder the efficient operation of DBOF, be-
cause the stock funds have been incorporated into DBOF.

The Army and Air Force initially planned to charge customers
the standard price (acquisition cost of an item plus a surcharge) for
a repairable item. This method provides a financial incentive for
customers to more quickly return broken items because they do not
receive a credit until the item is received by the stock fund. The
Air Force recently changed its policy and now p!ans to charge the
exchange price (repair cost of an item plus a surcharge) with the
understanding that the customer will return the broken item
within a specified number of days. This practice is similar to how
the Navy stock fund—which has been financing repairable
th;;l[~ the stick fund since 1981—works. Under the Navy’s

(~) the accounting workload is reduced since the credit
transactions generally do not have to be processed; and

(2) customer funds are not tied up awaiting credit from
the stock fund.

In determining the uniform pricing policy, the department
should especially consider the funds that would be tied up by
charging the standard price as planned by the Army and Air
Force. In times of tight budget constraints, the department should
not be implementing accounting poiicies that wou}d require, on a
one-time basis, additional appropriations.

If customers were charged the standard price, some of the funds
would remain unavailable for use until they received the credit
from the stock fund. This delay would result in a shift of hundreds
of millions of dollars from one fiscal year to the next. Accordingly,
the committee recommends a reduction to the budget request of 1
percent, or $105 million, and allows the department to move a simi-
lar amount of cash from the DBOF to the Army and Air Force op-
eration and maintenance accounts.

[In milliom ofdollam]

Senw Rdttctiom
Army ......................... .................................................. ...................................................... zII
Air Force ..........................................................................................................................

Total ..................................................................................................................... 105

The committee is extremely concerned that in implementing sys-
tems that are needed to stock fund repairable, the Army and Air
Force systems cannot accurately track repairable being returned
to the stock fund or to bill customers. Further, although the Corpo-
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rate Information Management project is supposed to be a defense-
1

wide effort to standardize its systems, the Air Force is modifying
its existing base level system and developing a new system that
will operate at its five Air Logistics Centers to bill customers for
repairable inventory items. These efforts are contrary to DOD’s
standardization efforts and m-e an inefficient use of scarce and linl-
ited resources.

The Department of Defense needs, to ensure that there is better
coordination and oversight for its numerous system development
efforts. Absent this leadership, the projected billions of dollars in
savings through the implementation of standard systems will not
be achieved. Further, the department will continue to be faced
with non-integrated systems that are of questionable value in
terms of the reliance and accuracy of data that is critical for the
efficient management of billions of dollars of inventory items.

DBOF overcharges

The General Accounting Office (GAO) recently testified that in
fiscal year 1993 the Defense Business Operations Fund (DBOF)
pIans to increase the prices charged its cus~omers to:

(1) elimjnate $483.5 million of accumulated operating
losses; and

(2) recover $305 million for depreciation of military con-
struction projects for which there are no anticipated cash
outlays.

DBOF should not be charging its customers for these items.
Therefore, the committee recommends a reduction to the O&M au-
thorization of $483.5 million and directs that the Secretary of De-
fense transfer a similar amount in cash from DBOF to the custorm
ers’ O&M accounts.

[In milliom of dollam]

serluce R,,< I{ Ic(, w,..

Navy ..................................... ...........4.,,.,............. .............................................. .......... .. 359.5

Air Force .............................. ........................................................................ ................. 112.7
DOD.................................................................. ....... ....... ..... .................................!... 11.3

Total ............................................................................ 4835

The recovery of accumulated operating losses of $483.5 million by
adjusting DBOF’S prices is inappropriate. In the past the depart-
ment was not concerned with the accumulation of these losses.
Rather than adjusting prices by means of a surcharge the DBOF,
not the customers, should be required to request additional funds
through the congressional appropriations process. Permitting the
department to increase its surcharges to cover past losses dlmm-
ishes the incentive for DBOF to operate efficiently. In essence, the
need to request additional funds would serve as DOD’s “report
card” to the committee on how efficiently it. is managing the
DBOF.

With regard to depreciating military construction (MILCON)
projects, DBOF plans to charge its customers $305 million for de-
preciation for which there are no anticipated cash outlays. There-
fore, the commit~e recommends a reduction of $30.5 mil 1ion and d i-
rects the Secretary of Defense to transfer a similar amount of cash
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from the DBOF to the customers’ operation
counts.

[In millions of dollars]

.%rl>l<P
Army ....................................................................................
Navy .......... ........................................................................... . ..
Air Force .....................................................................................

and maintenance ac-

Total ...................................................................................................................... 305.0

Including the depreciation expense in the process charged to cus-
tomers is inappropriate because military construction projects are
not being paid for by DBOF. Instead, the cost associated with
DBOF-related MILCON projects is being separately funded by the
military construction appropriation. Therefore, by including the de-
preciation expense in the prices charged DBOF’S customers, the
MILCON projects are being paid for twice+nce through the
MILCOA1 appropriation and once through the higher prices
charged the customer.

/
M ACCOUNT13ALANC~S

In December 1991 DOD’s Inspector General (IG) reported that
DOD did not have adequate financial controls over unexpended M
account balances recorded in its financial records. The DOD IG re-
viewed $5.2 billion of DOD’s $18.8 billion of M account balances
and found that $2.3 billion of the sampled balances were invalid. In
projecting the results of the $5.2 billion of sample balances, the
DOD IG estimated that at least $8 billion of the $18.8 billion of M
account balances were invalid and should be deobligated. The DOD
IG also questioned the validity of about $900 million of the $1.7 bil-
lion in merged surplus restorations approved by the DOD Comp-
troller. Although the department generally agreed with the find-
ings in the DOD IG report, it has not taken action to correct the
problems.

Further, an ongoing review by the General Accounting Oi%ce
(GAO) has also identified other serious problems with DOD’s finan-
cial controls over M accounts. Among other things, the department
has not fully complied with section 1406(b) of the National Defense
Authorization Act for Fiscal Years 1992 and 1993 (Public Law 102-
190), which required the department to review and cancel any M
account balances found to be invalid during the review. The GAO
found that the department has been routinely using the funds
freed from deobligating invalid obligations to fund other require-
ments rather than deobligating and canceling invalid obligations
as required by law. To date, the GAO has identified about $125 mil-
lion of M account funds that have been deobligated and reobligat-
ed. In addition, although the department reported in December
199I to the Congress that it had completed its review of M account
balances, it only reviewed $5.2 billion of the $18.8 billion of M ac-
count balances.

The committee is concerned by the department’s lack of atten-
tion to this serious matter. The abuse of the “M” accounts by the
department has been reported upon on numerous occasions. It is

I

I

I
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time for the department to get its financial house in order and
properly report on these balances,

CIVILI~N 13MPLOYMEN~

The Department of Defense employs nearly one million Federal
workers. Additionally, there are more than 200,000 nonappropriat-
ed fund employees and hundreds of thousands of contract employ-
ees. By the end of fiscal year 1997, the department expects to
reduce its total civilian end strength by nearly 229,000 positions or
20 percent from fiscal year 1987 levels. Approximately 87,000 of
these reductions are scheduled to occur during fiscal years 1992
and 1993.

Handling the drawdown of military and civilian employees could
not be more different. The General Accounting Office has reported
to the committee that for military personnel, the department
strives to achieve and maintain a degree of balance between its ac-
cessions and losses in order to shape its military forces in terms of
rank, years of service, and specialties. The department believes
that without this approach, the services would be faced with skill
imbalances, promotion and career stagnation, and a senior work
force with higher personnel costs and many senior persons per-
forming low level work.

The management of civilian personnel, however, is more decen-
tralized than uniformed military personnel, and civilian personnel
levels are driven more by operating budgets at the activity level.
As a result of these factors, it is more difficult to obtain a full pel--
spective on civilian personnel than on military personnel issues at
the DOD and service headquarters levels.

Abuses resulting from this delegation of authority are wide-
spread. The Congressional Budget OffIce, in ih report, “RedUCiw

the Deficit: Spending and Revenue Options” found that there has
been an almost 50 percent growth in DOD administrative and man-
agement personnel since 1980. The DOD Inspector General found
that U.S. Army Europe may have overpaid its work force by over
$100 million by overgrading positions, and that up to 17 percent of
current positions in that command are overgraded. Also, the jobs
remained overgraded long after commanders or managers were or-
dered to correct the problem.

Despite repeated committee urging, the Department of Defense
does not have a master plan for civilian personnel. DOD’s five-year
master plan provides a limited perspective on the potential magni-
tude for civilian force reductions in that it only addresses only one-
third of DOD’s civilian work force. Several factors indicate this ap-
proach:

(1) The plan does not include management of the hun-
dreds of thousands of contract employees and the relation-
ship between these contract employees and the civil serv-
ice work force. As thousands of dedicated civil service em-
ployees face unemployment, DOD’s efforts to contract out

functions is unabated.
(2) The Department has failed to negotiote more host

nation payments for foreign national labor at U.S. bases
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overseas while laying off thousands of workers at stateside
bases.

(3) The Department continues to pay hundreds of mil-
lions of dollars for consultants while skilled employees are
laid off. And the I)(3II Inspector General notes that con-
sultant costs may be underestimated by several billions of
dollars. The committee has recommended a reduction of
$45 million to the budget request for consultant services.

(4) Nearly 350,000 of DOD’s employees are included
within the Defense Business Operations Fund. Authorities
in the Pentagon responsible for civilian personnel manage-
ment admit they have little, if any, knowledge of how this
fund operates and the effect on their employees and deci-
sions made about the operations of this fund.

Broader assessments are needed to determine the magnitude of
civilian force reductions and their potential effect on given areas
and regions, as well as the effect of hiring constraints on the abili-
ty of all DOD civilian organizations to efficiently and effectively ac-
complish their missions.

Decentralization limits the involvement of the department to
merely promulgating broad policies instead of defining work force
requirements to ensure the correct skills come out of the downsiz-
ing. To date, the department has relied primarily on restricted
hiring and normal attrition to achieve the civilian personnel reduc-
tions. The committee advocates use of attrition to the greatest
extent practical; however, these sporadic freezes whipsaw employ-
ees and threaten vital national security jobs. This broad approach
almost guarantees that there will be skill imbalances in the work
force. It also reflects DOD’s abdication of its responsibility to
manage the work force. Also, because junior employees are more
likely to leave, the frewe produces a work force with slightly
higher average salary and age.

Given the level of organizational turbulence within DOD, broad
measures are insufficient to achieve the desired level of force re-
ductions, minimize involuntary separations and maintain balance
in the remaining work force.

The committee directs the Secretary of Defense to develop a plan
for reducing the work force. The department needs to estimate cur-
rent and future national security needs; determine the type of
force structure required to meet these needs; and determine the
skills, knowledge and technical expertise of the work force that
must carry out these military goals. The plan should include DOD
efforts to take a more aggressive approach toward lessening the
impact of reductions by:

(1) Providing for early retirement.
(,21 Encouraging other federal agencies to employ dis-

placed DOD workers.
(3) Improving existing mechanisms for priority place-

ment, relocation assistance, counseling, testing, training
referral, job bank information, and placement assistance,

(4) Improving procedures for providing advance warning
on planned reductions-in-force.
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The committee recommends a legislative provision~ tha~
would stop DOD efforts to contract-out functions during the down
sizing, -

QUARTERLY PAY ADJUSTMENT

The Department of Defense budget request included a civilian
employee pay raise for three-quarters of fiscal year 1993. The Presi-
dent’s budget request for the remainder of the federal work force
only provided for two-quarters of the pay raise. In order to conform
to the pay raise projections of the entire federal government, the
committee recommends a reduction to the budget request of $308
million.

[In millions of dollars]

.scroicc
Army ............

Rd,t,ti(ms

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10“

Navy .................................................................................... ~~
Air Force .....................................,, ..,..,.,,. .. . .. . ............ . . ... . .... .. . . . ............
Defense Agencies ........................................................................... 37

Total ....... ..................... .........................,,,,...,,.,.............,,,,..,.,..,,,,.,,,..,.. 308

WAGE BOARDPAY RAISES

Wage Board (WB) personnel t pically serve in tr=k craft and

general labor occupations. The 5 epartment of Defense calculates
the cost of pay raises for all employees each year and includes
these costs in its budget request.

Wage Board salary increases are based on surveys that compare
the wages of public and private sector workers in more than 100
regions. Current law sets WB pay raises based on any diffcrenccs
the surveys reveal, provided that WB raises do not exceed GS
raises. For 1993, GS and WB salaries will rise by 3.7 percent.

By law, no pay raises can begin before January 1. W13 pay raises
occur throughout the year—following completion of the regional
surveys-in contrast to GS pay raises, which all take effect on ,Jan-
uary 1. Thus, prospective WB raises for any one fiscal year can
take effect as early as January 1 or as late as September 30, the
last day of the fiscal year. The administration’s defense budget re-
quest does not recognize this difference between the two systems,
and so it estimates the costs of WB pay raises as if they all took
effect on January 1. Thus, the defense budget overstates the costs
of providing for WB pay raises. The additional funding then be-
comes available for the department to spend on other programs,
chiefly in the area of operation and maintenance.

The amount required for wage board raises in overstated.
The committee recommends a $140 million reduction tO the

budget request.

[In millions of dollars]

.Seruice
Army..

RcdtIc!KJr I.+

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ...4 . . . ..1...... . . . . . . .
:>,5

Nnvy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ...'''.- ;:

Air Force .. .................................... .. .. ............. ............. . .. ................ ........... .

Defense Agencies 13........................................1................................................... .

Totil ................................................................................ ..... . ... ...... . . . ......... 1’10
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recommends a $1(?0 million reduction as an incentive for
ices to give priority to implementing these valid savings.

/Irt mt IIi,)rt.s t)f (ic,llnrs]

,5,7,( ,

the serv-

R(dltctlo!ks

AUTOMATIC DATA PROCESSING

During the past few years, the General Accounting Office (GAO)
and the department’s audit organizations have identified numerous
problems with the department’s management of information tech-
nology and procurement of automatic data processing systems.
These problems include purchasing unnecessary equipment, award-
ing uncompetitive procurements, funding individual service sys-
tems that perform the same functions, poor oversight and general
mismanagement. The title of one congressional investigation
summed up DOD’S ADP management: “DOD automated informa-
tion systems experience runaway costs and years of schedule delays
while providing little capability. ”

Two and a half years ago the department started its Corporate
Information Management (CIM) initiative to remedy these Prob-
lems. The committee supports the basic principles of CIM to im-
prove business operations with better information management
and eliminate redundant system develops. The committee also rec-
omizes that CIM is an enormous undertaking that will take a long
t~me to reach fruition.

The services. however. still have not totally embraced the CIM
initiative and ‘continue to develop their own redundant systems.
For example, a February 1992 GAO report found the services devel-
oping their own systems to support recruiting programs. The serv-
ices have spent over $80 million developing individual recruiting
systems with the total costs estimated at over $200 million.

Unlike most accounts, the information technology budget contin-
ues to increase. The 1993 budget request is nearly $9.5 billion, an
increase of over $1 billion since CIM began. This request contains
funds from all appropriations, but the bulk of it-almost $6 bil-
lion—is operation and maintenance and revolving funds under the
Defense Business Operating Fund (DBOF).

With the drawdown of DOD’s force size and the consolidation of
support services, there should be opportunities to redistribute ADP
equipment, avoiding purchase of new equipment. In addition, there
should be a corresponding reduction in the amount of O&M funds
required for maintenance and service by ADP contractors. Yet, the
information technology budget continues to grow. Although this
growth may be necessary to achieve savings in other areas, this is
not readily apparent in DOD’s budget justification material. TO
provide better visibility over the relationship of CIM costs and sav-

‘+ ings, Exhibit 43 should include a list of savings reflected in service
budget requests that were derived from CIM initiatives. In addi-
tion, the department needs to include a list of performance meas-

I
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ures being used to track CIM-related savings. Final Iy, Exhibit 4t]
should contain a CIM section showing its overnll organization, or-
ganizational relationship and resources contained in the budget re-
quest.

The committee also believes that future information technology
budget exhibits should align resources by CIM functional area to
assist the Congress in better tracking CIM progress.

The committee believes that the combination OR (1) reduced re-
quirements from downsizing the department; and (2) improved
business processes and elimination of redundant ADP systems by
the services allows the committee to reduce the 1993 budget re-
quest by $300 million. Additionally, the department should consid-
er the remaining $9 billion information technology budget as the
performance measurement from which the department’s future
progress in implementing CIM will be measured.

fln mdlions of dollars]

.$erwcc

Army ......................
Rr[iII( !IOIZ>

. . . ,, ...,.,, . . . . . . . . . . . . . . . . . . . . . .,, ,, .,,, ,, .,,,.,. .,, ,,, ,,,

Navy .................................. .....
7.’)

Air Force, .....
.........................,,.,...4............... ..,,,.,,,,,,,,,. 75

.. .. . . . .. ..... ....... .,.,,,.,,..,. ...... .. .. . .. ... . . . ,,,,,,,,.,,.,,,,.,.. y~
DODAgencies................................................................................................................. ?5

Total ....... ...... . .............. .... . ..,..,.,.,,,, ........... .,,,,,,,,,,,.,,,,,,,,,,,,,,,,,,,,,,,,,,, 300

AUTOMATIC DATA PROCESSING CENTRALIZED FUNDING

The” ”Department of Defense Appropriations Acts of 1991 and 1992
(Public Laws 101-511 and 102-172) transferred control of selective
automatic data processing program funding from the services to
the Director of Defense Information at the Secretary of Defense
level. For example, funds associated with the computer-aided logis-
tics system consolidation process-some 47 programs valued at
$202 million—were included in this transfer.

Within the transfers were ADP programs awarded on a competi-
tive basis and funded with appropriations enacted for the fiscal
year. Program managers were prepared to commence with acqu isi -
tion and execution, as were prime contractors and their respective
subcontractors. However, due to problems within the Office of the
Secretary of Defense (OSD), funding to program managers failed to
materialize and, in some instances, the funds were not released
until six months into the fiscal year.

Delays in providing funds have costly consequences to the entire
acquisition process. To cite a few:

(1) With execution deferred, programs are put at risk of cancella-
tion because of perceived non-executability.

(Z) Delays force compression of planned obligations, and hurried
execution ensues to meet time constraints of the appropriated
funds.

(s) contractors put personnel on hold at significant expense, and
committed resources remain idle awaiting execution.

(4) Automated labor saving efficiencies, systems and technologies
fail to be incorporated within programmed milestones.

(5) Projected cost savings, predicated on system installation and
their imbedded technologies, do not materialize as scheduled, and
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estimates must then be adjusted downward or be completely negat-
r!d,

If funds are consolidated within OSD in the future, the depart-
ment should release and expedite them to program managers
whose projects have been awarded and are included in service
bud~ct requests.

RI+CRUITING,ADV~RTISIN~,AND EXAMINATIONS

The committee recommends a reduction of $75 million for the re-
cruiting, advertising, and examination accounts of the Departments
of the Army, Navy and Air Force. This reduction would align these
accounts at approximately the same level as authorized and appro-
priated for fiscal year 1992.

For example, in fiscal year 1992, the Air Force increased its re-
cruiting objective for enlisted personnel by 30 percent over the goal
for fiscal year 1991. According to the budget justification, this in-
crease was needed to maintain proper force balance and to reduce
overall personnel costs. The Air Force has retained this higher re-
cruiting objective for fiscal year 1993, and has also increased officer
recruiting objectives. Funding is also increased to pay for training
supplies and equipment deferred from fiscal year 1992 require-
ments,

The committee believes the services have legitimate needs to at-
tract, recruit, and test quaiified personnel to maintain proper per-
sonnel authorization levels of the future; however, the committee
also believes the services should not have to increase their budgets
for this purpose at a time when many personneI are being asked to
leave and at a time when employment conditions in the United
States should be conducive to increased interest for a career in
military service. Consideration should also be given to the differ-
ence in the cost to maintain current personnel versus the cost to
train new personnel.

CLASSROOM TRAINING

DOD’s budget request contains $3 billion to train military per-
sonnel; this ranges from recruit training to professional military
education for officers. An analysis by the Congressional Budget
Office revealed that the amount of training has not decreased at
the same rate as the size of the force. For example, although the
career force decreased by 10 percent between 1987 and 1992,
career-related training actually increased by 13 percent. The com-
mittee recognizes that some of the increase may be due to new
training of the acquisition work force mandated under the Defense
Acquisition Workforce Improvement Act.

Some areas, such as professional miIitary education and acquisi-
tion work force training, are receiving much needed emphasis and
should be protected. Otherwise, the committee’s recommended re-
ductions in this area will ensure that funding for career training
matches the planned decline in the career force.

I

i

i

I
I
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[In millions of dollars]

.’wtw,W
Army.; ............................................................................. .,,,

/:<,/,,<!,,’ .
SI

Navy .................................................... ,,,.,,,, ,, ,,,,,,,,,,,,,,,, ,, ,,,,., ::
Air Force .......................................................................... ,., ,,. 1(;
DOD Agencies ............................................... .. ,, (>

Total,,... ,...,,,,.,..~..... .....,,,,,,....,, . .,,,,.,,..., ,,, ?(IT

REAL PROPERTY MAINTENANCE

The only service that requested an increase in their real proper-

ty maintenance request was the Air Force with a $’250 million in-
crease over last year’s level. The committee finds this request ill-
congruous because the Air Force undoubtedly has the finest facili-
ties within the Department of Defense. Therefore, the committcr
recommends reducing the Air Force request by $232 million,

HUMANITARIANASSISTANCE

The Readiness Subcommittee held a hearing on DOD’s Humani-
tarian Assistance Program and found a number of disturbing facts,
It was obvious that DOD’s role in disaster relief and other human I-
tarian programs will grow over the next few years, During the
hearing it became clear that neither the Congress nor the Depart-
ment of Defense has a good estimate of whut these costs will be.

In several cases, commanders conducted relatively large relief
operations but were never reimbursed for the cost of the oper-
ations. In effect, they were being told to fund the cost of these
relief operations out of their operation and maintenance budgets.
As the size of these operations grow, this can have a deleterious
effect on unit operations and readiness.

The committee also noted that the funding for some of these op-
erations is very creative. In effect, the department is funding some
of these operations from the customers who purchase products
from the Defense Business Operations Fund (DBOF). Under Pro-
vide Hope, $100 million in excess cash was taken from DBOF to
fund these operations to the former Soviet Union, Excess cash in a
revolving fund like DBOF can either be used to lower the rates
charged to its customers or diverted for other uses while customer
rates remain at artiflcial]y high levels. A)though this is a nice ac-
counting gimmick, it hides the true bill payer for these humanitaria-
n operations, the operation and maintenance customers.

In addition, the Department of Defense is providing resources [’01-

U.N. peacekeeping operations without reimbursement. This is an-
other area that is expected to grow in the future, and it is impor-
tant that the Congress know what these operations cost.

Finally, the department is incurring many costs that are not
being accounted for. An example would be the supplies and materi-
als provided from DOD stocks for disaster relief operations.

It is time that the department itemizes all these costs in a single
budget exhibit that will reflect actual humanitarian assistance re-
quests: Future budget submissions should expand the humanitaria-
n assmtance line item explanation to include all of the above men-
tioned items.
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ON-SITE INSPECTION AGENCY

The On-Site Inspection Agency (OSIA) is an integral component
of the Department of Defense, and its funding is part of the nation-
al defense budget function. As with other DOD agencies and pro-
grams, the Congress provides authorizations and appropriations
through the four congressional defense committees.

The OSIA was established to carry out inspection functions
under the Intermediate-range Nuclear Forces Treaty. It has been
assigned responsibilities for similar functions under new agree-
ments, including the Strategic Arms Reductions Treaty, the Treaty
on Conventional Forces in Europe, the IJ.S.-Soviet Nuclear Testing
Treaties, and the U.S.-Soviet Agreement on Chemical Weapons.
The Department of Defense prepared and submitted the fiscal year
1993 budget request for OSIA based on assumptions regarding the
dates on which such treaties would likely enter into force. Because
it is now clear that the entries into force of several of these treaties
will be delayed well beyond the assumed dates, the OSIA require-
ments for fiscal year 1993 will be diminished, and the committee
finds that the funding requested for OSIA can be reduced accord-
ingly. The committee recommends a $14.3 million reduction to the
budget request. In the event that OSIA requirements increase ap-
preciably, the Department of Defense may request additional fund-
ing as appropriate.

In recommending a reduction in the authorization for OSIA for
fiscal year 1993 the committee notes that every effort should be
made by the United States and other signatories of the pending
arms c~ntrol agreements to bring the agreements into force
promptly.

EXCHANGE CONSOLIDATION

Military exchanges provide items of necessity and convenience at
‘, prices for military personnel and their families 20 percent below

commercial prices. In doing so, the system provides an important
non-pay compensation benefit. Earnings from these sales provide a
valuable source of income to support military community morale,
welfare and recreation (MWR) programs.

This privilege and the earnings potential of this system are being
threatened. The military resale system and military exchanges are
facing major challenges. Military forces are undergoing major re-
ductions, and remaining forces are being shifted due to strategic
considerations and base realignment and closure. This demographic
shift is having a tremendous effect upon the market base and pur-
chasing power of these systems. Three separate exchange systems
work to accomplish the same basic mission, often within the same
geographical area. The result is major duplication and redundancy
in both overhead and operating costs. Reduced economies of scale
tied with fixed overhead will drastically impede the ability of the
exchange to provide community contributions at a time when ap-
propriations for this purpose are being threatened.

-- ~ The commercial retail industry is being reshaped through more
sophisticated communications, distribution, and management tech-
nology. Experti predict that each retail category will have no more
than six, and perhaps as few as two, merchants, accounting for 60

I

I

I

I

I

I

I
I

percent of retail sales. This mass merchant reconfiguratio~ is find-
ing its way into the military marketplace.

The Navy Exchange Service Command (NEXCOM) is about to
invest heavily in data system upgrades that will lay the ground-
work for the future. Meanwhile, the Army and Air Force Exchange
Service (AAFES) possesses state of the art data systems technology
with excess capacity. Additionally, AAFES has invested heavily in
a network of modern distribution centers. Although NIZXCOM
faces a major facility modernization backlog, it continues to pro-
vide a disproportionate amount of its earnings to community pro-
gnms instead of reinvesting earnings in facili~y improvements.
AAFES is experiencing a major financial effect In the accelerated
reduction of forces in Europe, where one-fourth of the earnings are
generated.

The committee has received a report from the Department of De-
fense on exchange consolidation. The study recommended consoli-
dation and identified $180-$385 million that could be saved over
the next five years. A follow-on study by the Logistics Management
Institute concluded that consolidation would offset the effects 011
the exchange systems of force structure reductions. Money saved
would therefore be available to finance military MWR programs.
Additionally, increased economies of scale and reduced overhead
from consolidation of functions would enable these systems to con-
tinue to modernize stores and systems and avoid price increases to
patrons.

,.+ ~~The committee originally intended to reduce the morale, welfare,
and recreation account to effect the savings to be realized through
more efficient exchange operations. However, it now believes that a
reduction would only serve to detract from the quality of life of ‘%
military personnel and their families. The committee recommends

ra legislative provision (sec. 339) that would direct the department Q c. “
to standardize certain functions by October 1, 1993, Also, until such 3J ~
time as an acceptable standard data system is identified and in
place, the department will submit to the committee for approval all
plans for procurement of data systems over $1 million. There may
be advantages to further standardization or consolidation of pro-
grams. Other areas of significant potential benefits include: distri-
bution, purchasing, procurement, personnel management, payroll,
construction, and common services and programs. In order to expe-
dite efficiency, the best of existing systems should be employed to ~
the greatest extent practicable, The committee will monitor imple.
mentation and review the need for MWR reductions to effect this
transfer based upon the department’s progress in this regard, This
action will allow continued distribution of earnings to community
MWR programs and allow the exchange operations of the armed
services to continue a high level of service to armed services per-
sonnel during the force structure reduction and defense build
down.

.—
IN COMMISSARYOPERATIONS

Over the years, the Congress has authorized funding to provide
for the establishment of inventory in commissaries that, in turn,
would be replenished as sales occurred. The Department of Defense
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consolidated commissaries on October 1, 1991 under the Defense
Commissary Agency (DeCA). This consolidation was the result of a
committee-directed review of commissaries. The Jones Commission
report cited substantial savings in stock fund levels required in
commissaries through more efficient distribution practices, includ-
ing more frequent delivery by commercial suppliers and manufac-
turers. Contributing to this reduced inventory requirement is the
closure of stores overseas and projected closures in the United
States,

Additionally, the Jones Commission study projected substantial
savings in the operations of commissaries from overhead reduc-
tions. Thus far, the committee has seen I-10evidence of these sav-
ings. The committee recommends a reduction of $5.5.5 million to re-
alize the savings from the consolidation of commissaries. Of this
amount, $500,000 would be reduced to terminate operations of the
Defense Personnel Support Center’s purchasing office in Alaska.
This function is redundant with the existing purchasing structure
of the Defense Commissary Agency. Moreover, it is unjustifiable
that one state should be singled out for special treatment regarding
commissary procurement.,

~ The committee is concerned about the increasing problem re-
~ g.arding development of data systems needed to support the com-

missary consolidation. Systems problems have resulted in signifi-
cant difficulties in making payments for products received from in-
dustry. The Department of Defense Inspector General has cited the
commissary system for difficulty in preparing accurate financial in-
formation to account for vendor payments. The Inspector General
also cited the agency for inadequate data processing controls and
uncontrolled invoices. Also, there have been major and recurring
violations of the Prompt Payment Act that have resulted in signifi-
cant penalties to commissaries that must be passed on to patrons.

The commissary agency has failed to take advantage of funding
authority to execute construction of stores. Commissaries are eligi-
ble for funding from the base closure account, but the Department
of Defense has not provided this full authority. Also, the depart-
ment is reluctant to provide contract authority in the construction
of stores. This has resulted in a number of rescissions and delays in
construction.

‘- The committee requests a report from the Secretary of Defense
bv March 31, 1993 on:

(1) Plans to realize the economies projected from consoli-
dation.

(2) Solutions to the problems in meeting commitments to
suppliers.

(3) Plans to realize fully construction potential; minimize
costs to patrons through the use of contract authority, base
closure funding, reduced requirements for warehousing;
and the amount of funds projected to be realized from sale
of assets at closed bases.

Additionally, the commissary and exchange systems w~ll suffer
in their attempt to maintain mission sup.PQrt. to declinlng sales
bases as forces are reduced overseas. To mmlmlze such losses, the
commissary and exchange. systems should merge operations under

exchange system management wherever such action is prudent. IrI
such cases, the Secretary of Defense may authorize the transfer of
goods and supplies of, and funds made available to, the Defense
Commissary Agency to the exchange systems.

RECREATION AND REPAIR PROJECTS

The committee has been, and remains, concerned that adequate
quality-of-life improvements continue, and that the services contin-
ue to include these improvements in their budget requests, Recr(?-
ational and repair projects are key elements to a successful qual it,~-
of-life program, and the committee supports and encourage th]s
type of projects.

I The committee notes that in the Department of the Navy, Base
Operations subaccount of the Training, Medical and Other Purpose
Activities account, there appears an increase of $5.612 million for

I recreation facility projects deferred in prior years. The committee
also notes that in this same account there is an increase of $7.258
million for real property maintenance funding at the Naval Post
Graduate School, the Naval Academy, and the Naval War College.

I The committee further notes that in this same account there :ap-
pears a decrease of $12.761 million in real property maintenance
funds at various training activities.

It appears to the committee the Navy has shifted repair funds
from various training facilities to fund repair projects at the senior
service schools and the Naval Academy. Although the committee
supports funding repair projects at these schools, they should not
be at the expense of other training activities that lean heavily
toward the lower enlisted ranks and historically do not get the
same level of attention or funding.

The committee directs the Secretary of the Navy to restore the
entire $12.761 million to the various training activities and to pro-

1
gram needed recreational and repair projects in future budget re-
quests.

EXCESS FORCE STRUCTURE SupPORT

The committee recommends a reduction of $253 million to the
Navy budget request to reduce excess force structure support. Be-
tween 1991 and 1992, the Navy deactivated over 50 ships; and be-1
tween 1992 and 1993, the Navy will deactivate 12 more ships and
one tactical air wing. These reductions should result in savings to

I the fiscal year 1993 budget of approximately $1.4 billion.
In analyzing the Navy’s budget request the committee could only

identify about $700 million that has been removed from the budget
as a result of force structure cuts. The committee expects the Navy
may have underestimated the effects of full-year savings resulting
from fiscal 1991 to 1992, and there should be a half year savings
from the deactivations programed between fiscal year 1992 and

I 1993.
“The undistributed reduction of $253 million includes direct and

indirect mission savings of varying degrees in depot maintenance,
training, administration, and base operating support. The commit-
tee believes this reduction is conservative but ful 1y justified given
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amount~ charged to each of the users of the Pentagon, and that
there would not be a specific request for renovation funds.

The committee notes that the department proposes to increase
the rates of all the users of the Pentagon by an average of 141 per-
cent. The committee suspects this rate increase is to accumulate
cash for the renovation fund. The fiscal year 1993 budget request
shows further that the department estimates collections of $195
million from all users of the Pentagon and that the cost to operate
the Pentagon in fiscal year 1993 is $84.5 million, which includes
cleaning, maintenance, utilities, fuels, protection, administrative
services, and other services needed for the health and safety of the
employees of the Pentagon.

The committee recommends a total reduction of $110 million to
the operation and maintenance accountr of the military services
and the defense agencies. This amount represents the amount
above the day-to-day needs to operate the Pentagon that would
have been used exclusively for renovation, The committee also rec-
ommends a legislative provision (sec. 312) that would prohibit the
transfer of any funds into the renovation fund.

/’ PROJECT80x PHASEII

The committee has been informed of the contributions made by
the Army’s Project 80X Phase 11 as a key personnel management
system during Operations Desert Shield and Desert Storm. This
program served as the Army’s cornerstone personnel system for
supporting soldiers during recruiting, training, mobilization, demo-
bilization and transition back into their civilian lives.

Military personnel became a Corporate Information Management
(CIM) functional area in January 1992, and the analysis of poten-
tial operational systems to become the CIM standard is scheduled
for this summer. The committee has been informed that Project
80X will be included in the CIM analysis. The committee requests
the Secretary of Defense to report on the review of the operational
systems, including Project 80X, and the final seiection of a CIM
military personnel system.

LEGISLATIVEPROVISIONS

SECTION304—HUMANITARIAN Assistance

This section would extend to September 30, 1993 the authority
contained in prior authorization acts for the provision of humani-
tarian assistance to Cambodian, Afghan and other refugees.

SECTION311—PROHIBITIONON THE USEOF FUNDS TO PAY FOR CERTAIN
PATRON SERVICES AT DEFENSE COMMISSARIES

This section would prohibit the Department of Defense from
using its funds to pay for bagger or similar patron services at a
commissary store.
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s13c-rmN312—PRoHIBITIONOF THEusE OF CERTAINFuNDs FOR
PENTAGONRESERVATION

This section would prohibit the Department of Defense or any of
the military departments from contributing to the Pentagon Reser-
vation Maintenance Fund for any purpose other than for the
actual and necessary day-to-day operation of the Pentagon, The
provision would also require a report by the Secretary of Defense
outlining a revised Pentagon renovation plan,

SECTION 313 —PR0HI131T10N ON THE USE oF FUNDS FOR CERTAIN

SERVICE CONTRACTS PERFORMED BY CONTRACTOR Pl?RSONNEL

This section would prohibit the Department of Defense from con-
ducting further cost comparison studies for service functions as cle-
scribed under OMB budget circular A-76, known as contracting
out.

SECTION 32 l—EXTENSION OF REIMBURSEMENT REQUIREMENT FOR
CONTRACTORS HANDLING HAZARDOUS WASTES FOR DEFENSE FA(!ILITIES

This section would extend to fiscal year 1993 the requirement
contained in section 331 of the National Defense Authorization Act
for Fiscal Years 1992 and 1993 (Public Law 102-190) that all De-
partment of Defense contracts for the off-site treatment and dispos-
al of hazardous wastes require the contractor to reimburse the gov-
ernment for all liabilities incurred by the government by the Con-

tractors or subcontractor’s breach of any term or provision of the
contract or any negligent or willful act of omission.

SECTION 322—ExTENsIoN OF PROHIBITION ON USE OF ENvIRONMENTA I.

RESTORATION FUNDS FOR PAYMENT OF FINES AND PENALTIES

This section would extend to fiscal year 1993 the prohibition con-
tained in section 333 of the National Defense Authorization Act for
Fiscal Years 1992 and 1993 (Public Law 102-190) against the use of
defense environmental restoration account (DERA) funds for the
payment of environmental fines and penalties unless they arose
out of the defense environmental restoration program.

SECTTON 33 l—LIMITATIONS ON THE USE OF’ THE DEFENSE BUSINESS ‘
,.. OPERATIONS FUND

, This section would extend the limitation on the period of man-
~.~ agement by the Department of Defense of the Defense Business Op-
! erations Fund until April 15, 1994 and would add a requirement J
‘>, for separate accounting, reporting, and auditing of funds and ac-

[.) tivities. The provision would further establish milestones the de- \
[ partment must achieve for the implementation of the fund that are ~

to be monitored and evaluated by the Comptroller General. j,’

~/’ SECTION 332-CAPITAL ASSET SUBACCOUNT
\

I This section would provide limitations for the use of the capital
‘ asset subaccount within the Defense Business Operations Fund and ,~

s would also require a report by the Secretary of Defense on this ac- ,1
+ count.

(’



/sE~~loN :i~:]–J}l{(>HIBI’~lON ON MANAGEMENT OF COMMISSARY FUNDS
THROLJCH DEFENSE BUSINESS OPRRATIONS FUND ?

This section would prohibit the inclusion of the Defense Commis- }
sary Agency in the Defense Business Operations Fund.

SECTION 34 1—COMPETITIVE BIDDING AMONG CERTAIN DEFENSE DEPOT-
LEVF;l, ACTIVITIES FOR TACTICAL MISSILE MAINTENANCE

This section would require the Secretary of Defense to use com-
petitive procedures if the Secretary decides to consolidate tactical
missile maintenance.

SECTION 342—LIMITATIONS ON THE PERFORMANCE OF DEPOT-LEVEL
MAINTENANCE OF MATERIEL

This section would establish a limit of no more than 40 percent
of a depot-letel maintenance workload by each type of equipment
and materiel that may be offered for contract by non-governmental
personnel.

sEcTlo N 343 —Ii EQu IIiI;MKNT oF COMpETIWON FOR SELECTION OF P121-
\JA ‘r!: CONTRACTORS ‘1’() i’lflRFOIi M WORKLOADS PREVIOUSLY PER-

FOR MEI) llY !) K1’O’~-1.IZVI-:1. }\CTIVIT:ES OF THE I)APARTMENT OF r)l:-

FI; NSE

This section would require tl~e Department of Defense to use
competitive l)rowdures h)r awarding any workload currently being I
Ix’r[ormcd ill :1 II)ilit:lr.y d(’lwt..

sE(;rIoN :1.14—l{K(~{JIREMKN’r OF COMPARABLE OFFERING FROM PRYvATE

(: ON’J’RAC’MJR (:ONTRACTs ANl~ DEpAW~MEN’~ OF DEFENsE coNTRACTs

PC!+ CONTRA(:l’S OFFRREI) FOR COMPJSTITION

This section would require the Secretary of Defense, in offering
for competition contracts for the performance of depot-level main-
tenance work loads, to offer contracts for the performance of work-
loads that are being performed by private contractors at least to
the same extent as offers for contracts performed by depot-level ac-
tivities of the Department of Defense.

1

SECTION :{45- EXPANSION OF COMPETITION PILOT PROGRAM

This section would increase the limit of non-core workload that
can be competed among depots or with private industry from 10
percent to 20 percent \

SECTION 35 I—STANDARDIZATION OF CERTAIN PROGRAMS AND I
ACTIVITIES OF hlILITARY EXCHANGES I

‘J’his section would require the Secretary of Defense to provide a
single agency of the Department of Defense for the operation and
nlanagement of all military exchange stores.

2:11

SECTION 352—ACCOUNTABILITY REGARDING THE FINANCIAL

MANAGEMENT AND USE OF NONAPPROPRIATJjD FLJNDS

This section would require the Secretary of Defense to establish
regulations for governing the regulation of management and use of
nonappropriated funds, The provision would also establish penal-
ties for violations of these regulations,

SECTION 353—DEMONSTRATION PROGRAM FOR THE OPERATION OF CER-

TAIN COMMISSARY STORES BY NON APPROPRIATED FUND INSTRUMENT-

ALITIES

This section would establish a demonstration program to deter-
mine the feasibility of the operation of commissary stores by non-
appropriated fund instrumentalities at selected locations. The
period of the demonstration program would be one year. A report
by the Secretary of Defense would be required at. the end of the
demonstration period concerning recommendations as to whether
similar programs should be carried out at other military installa-
tions.

SECTION 354—REPEAL OF LIMITATIONS ON REI.EASE OF INFORMATION

REGARDING SAf,KS AT MI I. ITA1{Y CX)MMISSAli I1.X

This section would repeal section 2487 of title 10, United States
Code, that contains restrictions on releasing in forrnatiotl concern-
ing commissary sales.

This section would extend commissary bcne[its to members of
the Ready Reserve who have satisfactorily completed 50 or more
reserve points in a year without regard to whether the reservist
was paid for duty.

sEcTIoN 361 —ExTENsIoN oF cERTAIN Guidelines FOR Reductions IN

THE NUMBER OF CIVILIAN EMPLOYEES OF THE IIEPARTMEN’r OF DEFENSE

This section would expand the requirements contained in section
3’22 of the National Defense Authorization Act for Fiscal Year 1!)91
(Public Law 101-510) and would establish guidelines for civilian
personnel reductions. The provision would also require that a ci\il-
ian master plan containing specific data be provided in each year’s
budget subrnissiom

SECTION 362—ANNUAL INVENTORY REPORT

This section would provide for the continuation of the require-
ment for an annual supply inventory report. In addition, the provi-
sion would expand the areas to be included in the report.

SECTTON 363—TRANSPORTATION OF I)ON ATEI1 MI1.JTARY AIITJF’ACTS

This section would allow the llcpartn]ent of’ I)cfi!nse to [ise n~ili-
tary assets to demilitarize and transport excess or donated n]il it:lt.~~

items in the United States.
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mittee also encourages the department to accelerate efforts to es-

tablish appropriate course equivalences to designated mandatory

courses.

With respect to experience requirements the committee recom-

mends only one change. Currently deputy program managers are
required to have the same number of years experience in acquisi-

tion as the program manager+ight years experience for major

programs and six for significant non-major program. Requiring the
same standard does not recognize the different leve!s of responsibil-
ity of the program manager and deputy, Accordingly, the commit-
tee recommends that the experience requirement for deputy pro-
gram managers of major programs be reduced to six years, and for
deputies of significant non-major programs to four years,

DAWIA also mandated certain education requirements--one of
which is the requirement that those personnel who hold college de-
grees in a non-business related discipline, such as engineering or
science, must complete at least 12 semester hours of business-relat-
ed courses. The intent of Congress in mandating this requirement
was to ensure that those with a scientific or technical background
have some business management expertise prior to their assumin,g
acquisition responsibilities.

Upon further consideration, the committee believes that this goal
can also be achieved by allowing an individual to substitute appro-
priate training courses (taught by either a government or other ac-
credited institution in business management related skills for the
12 semester credit hours, The committee recommends an amend-
ment to section 1732 of title 10, United States Code, that would
specify that individuals whose degree is in a non-business related
field be required, as a condition of becoming an acquisition corps
member, to have completed 12 semester credit hours or an equiva-
lent amount of training in the business related disciplines outlined
in the statute.

The committee is also disappointed with the slow progress in im-
plementing education and training incentive programs authorized
by DAWIA for career, entry level, and prospective acquisition per-
sonnel. Those programs have not received sufficient emphasis. Tui-
tion assistance-enabling personnel to seek degrees during non-
work hours, should have been a priority dating from enactment of
DAWIA. Although some organizations have experienced an in-
crease in availability of funds there are apparently still a number
of administrative problems associated with making the funds gen-
erally available. Other programs seem to be in a state of suspended
animation.

Finally, the committee recommends a change in the reporting
date for GAO’s review of DAWIA implementation in order to allow
GAO to provide one report encompassing the requirements of both
subsections (a) and (b) of section 1208 of Public Law 101-510. That
report must be submitted on February 1, 1993,

SECTION 816--CERTIFICATION OF CONTRACT CLAIMS

In the 1970’s there were serious cost overruns in shipbuilding
programs resulting in many claims by shipbuilders that they were
owed money by the government. Admiral Rickover testified that

the claims submitted by Navy shipbuilders were often grossly exag-
gerated. Because contractors did not always substantiate the
claims, and submitted great numbers of claims they were unlikely
to recover, Government representatives were swam ped trying to
evaluate and winnow out the legitimate claims—resulting in de-
layed settlements and waste of government effort and money. To
rectify the situation Rickover recommended that the contractor

I

submit with its claim a certificate signed by a “senior responsible
contracting official, which states that the claim and its supporting
data are current, complete, and accurate’’-just like a taxpayer
does when certifying a tax retUrn.

The committee concluded at that time that only if the claim was

I
accurate, complete, and current could there be a sound basis for
evaluation, negotiation, or settlement. It first supported a provision
in 1976 that was subsequently enacted in 1978 as section 813 of the
1979 Department of Defense Appropriation Authorization Act
(Public Law 95-485) to prohibit the payment of any claim or simi-
lar request for relief that exceeds $100,000 unless a “senior official
of the contractor in charge at the plant or location involved” certi-
fied the claim at the time the claim was submitted.

I
About the same time, as ptirt of an effort to simplify the claims

process Congress adopted the Contract Disputes Act of 1978. lt in-
cluded a requirement that for claims in excess of $50,000 contrac-
tors certify that the claim was made in good faith, that the sup-
porting data were accurate and complete to the best of the certifi-

1 ers’ knowledge and belief, and that the amount requested accurate-
ly reflects the contract adjustment for which the contractor be-
lieved the government was liable (41 U.S.C. 605(c)(1))

The certification language in the Contract Disputes Act did no~
state who in the company was required to sign the certification,
nor does it require that the claim be certified when first submitted.

The law was implemented in an Office of Federal Procurement
Policy Directive and then a Federal Acquisition Regulation (FAR
33.207(c)(2)), that was intended to allow one certification to. meet
both laws. However, the regulation, in authorizing a certification to
be signed by: (1) a senior company official in charge at the contrac-
tor’s plant or location involved; or (2) an officer or general partner
having overall responsibility for the conduct of the contractor’s af-
fairs, may not comply with the requirement of section 2410 of title
10, United States Code. Although the courts have not focused on
the issue a certification made by the president of a company, for
example, who clearly has overall responsibility for the corporation
arguably does not satisfy the requirement of section 2410, that the
claim be certified by an official at the plant or location involved.

For many years disputes regarding who signed the certification
centered around whether project managers were “senior company
officials. ” The Boards of Contract Appeals and courts were fairly
liberal in their interpretation of the language, allowing anyone
who was a senior company official (including project managers), an
officer, or general partner to certify.

This situation changed in 1989 when the Federal Circuit held in
Ball, Ball & Brosamer, Inc. U. United States, 878 F.2d 1426 (Fed.

I
Cir. 1989), that the company’s Chief Cost Engineer responsible for
supervising and administering all cost and claim aspects of the
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for required courses that they have not previously had an opportu-
nity to attend, and for newly created courses in career fields that
did not previously have acquisition training requirements. The
services have given priority for training to those who need to fill
critical acquisition positions. Thus training is being made available
primarily to the most senior personnel in the acquisition career
field, They are being sent for training irrespective of whether their
prior work experience made such training superfluous at this
point.

The committee understands the purpose in attempting to ensure
that those who must meet the requirement by C)ctober 1, 1993 or
not be able to retain their positions until they have completed the
required courses. But the result has been that the senior personnel
have absorbed most of the available classroom seats. Consequently,
less senior personnel are not getting into training courses they
want and need. Middle level and junior personnel believe it will
impact. them adversely with respect to potential reductions in force
and promotion potential. In addition, the shortage of classroom
seats has made any crossover training (e.g,, a Procurement Con-
tracting Officer wanting to become an Administrative Contracting
Officer or engineers wanting to transition into acquisition) difficult
if not impossible to receive.

The committee also found that the waiver process is not working.
DAWIA authorizes acquisition career program boards of the mili-
tary departments to waive training requirements, and establishes a
waiver process for the program management course requirement.
Apparently because of a stigma attached to waivers, the depart-
ment has declined to allow all but a few waivers of training re-
quirements, Even if waivers were being approved, several acquisi-
tion personnel indicated they would not want a waiver because
they believed it necessary to get this “ticket punched” to be com-
petitive.

The committee stresses that the waiver provisions included in
DAWIA were provided in the law to accommodate unique individ-
ual circumstances or where transition to the new requirements cre-
ates a temporary but wide-spread problem. The committee expects
that the department will utilize its waiver authority judiciously,
and will bring to the committee’s attention any problems it en-
counters in the implementation of DAWIA.

A related concern raised by acquisition personnel with respect to
training relates to being required to attend courses in a different
geographic area than where the individual works. Many civilians
expressed a reluctance or inability to attend training that required
them to be away from their home for an extended period of time.
Particularly troublesome is the five-and-one half month program
management course.

In adopting the training requirements, Congress was attempting
to ensure that personnel receive appropriate training before step-
ping into a job whose responsibilities necessitate the training. Mar-
ginal benefits, at best, accrue to individuals who are forced to
attend training now determined to be necessary for their jobs after
having performed well in their positions for an extended period.
And whatever the benefits, they are offset by the lost opportunity

I

to fill the classroom seats with other personnel who as yet have
neither experience nor training.

Accordingly, the committee recommends a provision that would
direct that the Secretary of Defense establish criteria, and institute
a program, within 90 days of the enactment of this act, to deter-
mine whether individuals, through experience, have fulfilled the
requirements for mandatory training (including the program rnan-
agernent course). The standards may be based on a Lest to measure
the individual’s skills and knowledge in the subject matter to be
taught in the training courses, or they may take some other form
the Secretary determines appropriate (e.g., years of experience in a
particular job).

The authority and direction to determine that an individual has
met training requirements (or, where appropriate, part of a re-
quirement) through past experience is intended to be a transition
tool only—to ensure that those already in the workforce are not
sent back for training simply to “fill the square. ” The committee
believes that providing this authority until October 1, 1997 will
provide an adequate transition period. This provision should not be
viewed as sanctioning in any manner the failure of individuals to
receive training prior to entering an acquisition position in the
future.

In addition, the committee notes that the department authorized
an “equivalency” and “fulfillment” process in DODM 5000.52M—
allowing an individual’s supervisor to certify that the individual
had obtained the skills and knowledge provided by the mandatory
course through experience, education, an equivalency test, or alter-
nate training. The department apparently believes that having
been directed to establish the specific training requirements? it also
has the authority to determine equivalences to that training. Al-
though establishing functional training course equivalents is
within the intent of the statute, the committee believes the depart-
ment has exceeded its authority in establishing experience and
testing standards as alternates to training. Finally, it is difficult to
imagine how one obtains skills and knowledge through a test-as
opposed to a test simply measuring an individual’s already ac-
quired skills and knowledge.

The committee believes that allowing a determination that an in-
dividual has fulfilled a training requirement through experience,
will resolve much of the projected backlog of training requirements
and allow the department to do a better job of planning for future
requirements. In addition, the committee endorses the efforts of
the department to develop procedures that will allow courses to be
taught on location rather than at a distant training facility, and
techniques that provide a multiplier effect by allowing one instruc-
tor to reach more students, The latter include live TV hook-ups
(one-way video; two-way audio), tutored video (delayed broadcast Of
a classroom session with classroom monitor who halts the video to
allow discussions and questions), and “training the trainer)’ pro-
grams.

While endorsin these and other efforts to expand the availabil-
fity of training, t e committee also stresses that the department

must maintain strict control over the curriculum and quality of in-
struction to ensure that quality does not suffer in process. The com-
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will not be changing jobs as frequently, so they may not have the
variety of job assignments that people in other career fields may
have.

The department must continue to emphasize the work of the
functional career boards. Although some career fields, such as con-
tracting, have had a fairly well defined career program for years,

other functional communities, such as systems planning, research,
development, engineering and testing, have had little experience in

developing career programs for their personnel. The department
should move more quickly to establish career paths, determine
standards for education and training for positions in the functional
communities, and communicate information on career paths and
standards to acquisition personnel.

The committee is also concerned about the emerging structure of
the current civilian career force. The hiring freeze that has been
imposed for the last few years has resulted in a significant gap. In-
dividuals entering the job market in those year groups have not en-
tered the acquisition work force. In addition, the work force has
become even more top heavy with people at the highest pay levels
because of the lack of attrition. The department clearly needs au-
thority to offer selective early retirement and incentives for those
eligible to retire.

A final issue with respect to civilian work force policies relates to
the requirement in DAWIA that the Secretary of Defense provide
for the use of centralized referral lists for selection of individuals to
critical acquisition positions to ensure that persons are selected
without regard to geographic location. There is some concern that
the centralized lists will result in a limited number of persons

being referred to an activity for consideration. That limited list, it
is feared, may not include all of those eligible for consideration at
the location of the job opening. The provision in DAWIA is intend-
ed to ensure that individuals are considered for job openings if they
are interested, even though they are not in the same geographic lo-
cation. Too often in the past, individuals did not have a genuine
opportunity to compete for jobs in organizations in distant geo-
graphic locations. The provision was not intended, however, to be
used to preclude the consideration of any individual.

With respect to the civilian/military mix, the committee is con-
cerned with the implementation of the DAWIA mandate that de-
partment policies provide for the selection of the most qualified in-
dividual for a position, and preclude the reservation of positions for
military personnel unless such reservation is required by law, es-
sential for the performance of the position, or necessary for some
other compelling reason. The department has authorized in the
regulations, utilizing the “necessary for some other compelling
reason” exception, reservation of positions for military personnel.
The committee believes that this policy conflicts with the statute.
The law does not preclude the department from setting aside, for
example, a certain number of positions at each level to be filled by
military personnel to ensure a viable career path. It does not, how-
ever, allow the designation of specific positions reserved only for
military personnel.

It has been suggested by some that the department may be in-
capable of managing the work force in a manner that would allow

for the selection of the best individual for the jokither military
or civilian-due to personnel policies and the need to rnnintain
career opportunities for both civilians and military. These people
maintain that a more manageable policy would be to set aside a
certain number of positions as either civilian or military, provided
there are sufficient numbers of each to ensure career opportunit.ics
at the highest levels. The department has not made the case for a

[

change in the statutory requirement, however. Unless and until
the department does so, and Congress adopts a change in the
statue, the committee expects the department. to revise its policy to

bring it in line with the statutory intent,
The committee has also been made aware of a problem with the

[
statutory requirement that program managers and deputy program
managers of major programs be assigned to their positions until
the completion of the program milestone closest to the date on
which the person has been in the position for four years. In many

I
cases, this requirement would result in the transfer of the program
manager and the deputy program manager at the same time—re-
sulting in a lack of continuity in the program office In addition,
requiring a deputy program manager to be in the position for four

~
years has created a disincentive for the services to place military
personnel into deputy positions for a period of time before elevat-
ing the individual to program manager, In reviewing the goals of
the tenure requirement-to provide both stability and accountabil-

1
ity—the committee concludes that although the department should
consider the tenure of individuals in deputy program manager as-
signments, mandating a level in the statute is too inflexible. Ac-
cordingly, the committee recommends an amcn(imcnt proviciin~
that the minimum assignment period requirements in section 1734
of title 10, United States Code, be waived for deputy program man-
agers who receive a subsequent acquisition assignment.

To further ensure continuity in the program office, the commit-
tee encourages the department to make every effort not to rotate
the program manager and deputy program manager within a year
of each other. Similarly, every effort should be made not to rotate
division chiefs at the same time as the program manager.

The committee became aware of several problems relating to the
education, experience and training requirements and programs to
be established pursuant to I) AWIA.

With respect to the standards for certification, the committee is
concerned that in adopting qualification standards for certain func-
tional communities, the new standards adopted by the department
are less stringent than the previous Air Force standards. In at-
tempting to professionalize the acquisition work force and to in-
crease the level of expertise of the workforce as a whole, Congress
adopted certain minimum qualification standards, and allowed the
department to establish necessary additional standards. It is the

I
committee’s belief that although the standards established by the
regulations at this time are sufficient, and probably the most prac-
tical given the breadth of change required, the department should
continuously reexamine these standards with a view towards in-
creasing them as time and circumstances permit.

The largest problem facing the department is addressing the
huge backlog of training requirements as people attempt to sign up
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geogm-phic reassignments are the least preferred alternatives, it is
clear to the committee that no statement of policy has been dis-
seminated to the workforce. Acquisition personnel fear that joining
the acquisition corps will subject them to an involuntary reassign-
ment., which if refused, could result in the loss of their jobs. The
committee directs that the department establish a policy with re-
spect to rotation of personnel in acquisition positions, with specific
guidelines on the criteria to be employed in making reassignment
decmons, and that the policy be distributed to all individuals likely
to be included in the acquisition work force.

.The committee also understands that there is some question
whether the statute requires a review, beginning immediately after
the transition deadline for establishment of critical acquisition po-
sitions, October 1, 1992, of individuals who have been in critical ac-
quisition positions for five years as of that date. The committee be-
lieves, in view of the downsizing of the acquisition work force, and
the turmoil associated with implementing the new legislation, that
the first review should be deferred until October 1, 1995. On that
date, those individuals who have been in their positions for over
five years would be subject to review and possible reassignment.

Another implementation problem appears to be unique to the
Army, Prior to the adoption of (DAWIA) each of the services had
defined an acquisition corps consisting of mid and senior level per-
sonnel involved in program management in response to Secretary
of Defense direction stemming from the Defense Management
Review. Unlike the other services, however, the Army did not im-
mediately reorient its acquisition corps concept to comply with the
DAWIA legislative mandate for a broader acquisition corps at the
pinnacle of the entire acquisition workforce, not just program man-
agement. Instead, the Army continued to process people into its
more restricted acquisition corps. The current perception of Army
personnel in the field, one and one-half years after DAWIA enact-
ment, 1s that there is an inordinate emphasis on program manage-
ment personnel to the exclusion even of matrix organizations that
support the program office.

The result has been total confusion at the working level. Individ-
uals who are clearly in acquisition positions that will require corps
membership on October 1, 1993, but who are not in program man-
agement offices, have been advised as recently as February 1992
that they are not being admitted to the Army Acquisition Corps.
The committee believes that in order to allay the fears of those in
such positions the Army should cease accessions into its acquisition
corps until it develops standards for admission consistent with
DAWIA, and publishes those standards in a form that will reach
all segments of the acquisition workforce. The committee directs
that the Secretary of the Army take immediate action to eliminate
all vestiges of the prior, more limited acquisition corps, and inform
all concerned personnel about the Army Acquisition Corps estab-
lished under DAWIA.

With respect to the career development of military officers in the
acquisition workforce, the committee was advised of numerous con-
cerns that line or rated officers were being forced out of the acqui-
sition career field because of the mandatory training and experi-
ence requirements of DAWIA. Some officers feared that if they
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transitioned into acquisition after several years in operational as-
signments they would not be competitive with personnel who had
been in acquisition rather than operations during that time. %me
were also concerned about acquisition assignments prior to their
final decision to transition to an acquisition career between 8 and
12 years of service. If they indicated an interest in acquisition by
taking their non-operational assignments in acquisition, as opposed
to operations-related staff assignments, they were concerned that.
their operational units would not rate them objectively on officer
proficiency reports. Instead, the highest ratings would be given to

officers who remain in operations and would have a chance for
higher operational commands. Aviators were also concerned about
the difficulty of meeting the requirements (“gates”) to remain on
flying status and transition to acquisition. They believed that once
the gates were met they would be at such a high rank that they
could not take normal developmental jobs; they would need to be in
supervisory positions at that point in their careers in order to be
competitive for promotion.

The committee reaffirms its belief that the acquisition process
within the department is best served by maintaining a mix of civil-
ian and military personnel, including military personnel with oper-
ational experience, in the acquisition workforce. The committee is
equally committed, however, to the DAWIA requirement that oper-
ational personnel have an adequate level of training and experi-
ence in acquisition before being placed in critical acquisition posi-
tions. A balance must be achieved that allows operational person-
nel to transition into acquisition positions without sacrificing
either the needed expertise in acquisition or the individual’s ability
to be competitive for promotion with his or her peers.

The committee also believes that it is in the services’ best inter-
est to maintain the operational component in the acquisition work-
force. If so, it is in the services’ interest to make some changes to
accommodate the standards enunciated in DAWIA, such as: revis-
ing standards for promotions; revising rating systems to cnsu re
operational personnel pursuing acquisition as a secondary career
field are protected; targeting operational personnel early in their
career to ensure they have developmental assignments in acquisi-
tion so they can move into a more senior acquisition position after
having had operational experience at more senior levels.

At some point the committee may be willing to review the mini-
mum qualification requirements established in DAWIA if provided
adequate information by the department. justifying the need for
change. To be valid, the justification could only come after the de-
partment had implemented significant internal changes in at-
tempting to meet the DAWIA standards, without success.

Another aspect of military acquisition personnel career develop-
ment the committee will closely monitor is the promotion rate of
acquisition personnel. Although the rates of promotion for acquisi-
tion personnel have traditionally been above the norm, the majori-
ty of military officers in acquisition also had operational command
experience and a variety of assignments, To maintain an above-av-
erage rate in the future, promotion boards will have to reassess
some of the typical standards for assessing performance with re-
spect to acquisition personnel. For example, acquisition personnel
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Unfortunately, the department’s Inspector General concluded
that the program’s effect during the first three years was minimal

because contracting officers failed to implement it.

An additional three year extension would provide a boost to the
bearing industry and to our defense industrial base, as well.

SECTION 8 13—RESTRICTION ON PURCHASE OF FUEL CELI.S

This section would restrict to domestic manufacturers or suppli-

ers the Department of Defense purchases of fuel cells containing

synthetic fabric or coated synthetic fabric.

The committee understands that the General Accounting Office

currently is reviewing whether purchases by the Air Force of syn-

thetic fabric fuel tanks for installation in aircraft violate Berry
Amendment provisions of Department of Defense appropriations
acts and implementing regulations, and the Antideficiency Act.
This provision would provide the General Accounting Office ade-
quate time to complete the review and for the Department of De-
fense to implement any GAO recommendations.

SECTION 814-DEFENSE ACQUISITION PILOT PROGRAM

Section 809 of the National Defense Authorization Act for Fiscal
Year 1991 (Public Law 101-510) authorizes the Department of De-
fense to nominate six major acquisition programs for participation
in a pilot program intended to determine the potential for “increas-
ing the efficiency and effectiveness of the acquisition process” by
waiving or limiting the application of certain specified statutory re-
quirements. Although the department has yet to submit formally
for consideration a list of candidate programs, the committee un-
derstands that such an initial list is forthcoming. However, the de-
partment may not act in time to avert the expiration of the pilot
program’s statutory authority on September 30, 1992.

Therefore, the committee recommends a provision that would
extend the authorization for the defense acquisition pilot program
through September 30, 1995. This provision would also expand eli-
gibility under this program to non-major acquisition programs.

SECTION 8 15—ACQUISITION WORKFORCE IMPROVEMENT

In 1990 Congress adopted the Defense Acquisition Work force Im-
provement Act (DAWIA) (Public Law 101-510, Title XII) (sections
1701-64 of title 10, United States Code). The act is intended to im-
prove the quality and professionalism of the Department of De-
fense acquisition work force by, among other things: recognizing ac-
quisition as a professional career field, capped by admission into a
professional Acquisition Corps; improving the education, training,
and experience levels of the work force; establishing a career devel-
opment program for acquisition professionals; establishing a career
management structure in the department of defense; establishing a
Defense Acquisition University structure; and establishing pro-
grams to assist acquisition personnel in their professional develop-
ment.

In accordance with its transition provisions, the law is phased in
over a three year period ending in October 1993 in order to allow

the foundation to be laid before specific standards must be met by
individuals in acquisition positions, In the exercise of its ovcrsi~ht
responsibilities, the committee this year examined the SL:ILLISof im-
plementation within the department.

The committee found that as a whole, the reaction of the work-
force to the changes mandated by the act was extremely positive,
Work force personnel are encouraged by the recognition that they
are professionals; there is renewed interest in obtaining college de-

grees and additional training; they like the assurance that acquisi-

tion positions will not be open to unqualified people; and the fact
that career programs will be developed for civilians.

lt is safe to say, however, that there is a significant amount of

concern about how the law is to be implemented, and what that

1
means to individual members of the workforce. The great majority

of the concern can be related to this uncertainty and lack of infor-

mation.

The committee understands the magnitude of the tasks confront-

ing the department: developing the regulations, instructions, and

manuals to provide the overall guidance for the department; identi-

fying acquisition positions; documenting the personnel records of
civilians who in the past were not required to maintain files relat-

!
ing to the education and training they had received;, and other
tasks associated with managing the acquisition workforce, such as
identifying education and training requirements for each of the
functional career fields. The department would not have made theI
progress it has without the conscientious efforts of many peol)le
who are diligently working to implement the law.

The committee is concerned, however, about severs I aspects of
the implementation process. The committee found in ~:enc,ra] t.!l:lt

there is a paucity of information being dissemina~mi to the rank
and file. Although the responsible officials i n some functional
career fields and organizations have done an excellent job of acivis-
ing their personnel about what is being done to implement the law,
others have done little to advise their personnel. The committee be-
lieves that every effort should be made to provide individuals who

will be subject to the provisions of the act with as much informa-

tion as possible about activities to implement the law and what
they should expect. This could take the form of a policy memoran-

dum, a newsletter or even a temporary “hotline” to a centralized

office that can answer questions about the impact of the law on an
individual. In any case, the committee believes that the depart-

ment should take immediate action to improve communications
with the acquisition workforce about DAWIA implementation.

I
An important example of information that should receive wide-

spread circulation is the department’s policy regarding mobility of
civilian personnel. The law requires the department to establish a
policy encouraging the rotation of personnel in critical acquisition
positions, and requires a review of such personnel not later than
five years after they entered the position. In addition, DAWIA au-
thorizes the Secretary of Defense to require that civilians in the
Acquisition Corps be required to sign mobility statements.

The department chose to require the signing of mobility state-
ments for all acquisition corps members (DOI)I 5000.58). Although
we understand it is the policy of the department that involuntary
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PHILADELPHIA MILITARY HEALT$i CARE PLAN

The statement of managers (H. Rept. 102-311) accompanying sec-

tion 733 of the National Defense Authorization Act for Fiscal Years
1992 and 1993 (Public Law 102-190) expressed concern over the

effect of base closures on the capability of the military services to
provide accessible and adequate health care to beneficiaries, and

noted that the Department might be “behind the power curve” in
dealing with this matter. The statement of managers language di-
rected the Department of Defense to develop detailed military

health care plans for each base-closure location and to include
those plans in written statements provided for medical hearings on
the amended defense authorization request for fiscal year 1993. The
committee has received no such plans.

The concerns expressed by the managers last year appear well-
founded, given the current health care situation in the Philadel-
phia area with the closure of the Philadelphia Naval Hospital and
the scheduled closure of the Philadelphia Naval Shipyard and its
medical facilities. Although the Delaware Valley Health Services
System (DV-HSS) is in place, there appears to be no comprehen-
sive plan to provide accessible, affordable medical care to the Phila-
delphia beneficiary population for the short term.

Section 712 of the National Defense Authorization Act for Fiscal
Years 1992 and 1993 authorized the modification of existing fiscal
intermediary contracts in order to require the fiscal intermediary
to organize and operate a managed health care network. The com-
mittee directs the Secretary of Defense to use this authority or
other available methods, such as Partnership Program agreements,
to augment the residual military medical treatment facilities in the
Philadelphia area.

NATIONALCLAIMSPROC~SSINGSYSTEM

In recent testimony before the committee, Assistant Secretary of
Defense for Health Affairs Enrique Mendez, Jr. indicated that the
Department of Defense has begun work on a CHAMPUS national
claims processing system designed to support Coordinated Care and
to ensure consistent benefit administration of the CHAMPUS pro-
gram. The committee supports the department’s efforts to acquire
and implement a CHAMPUS national claims processing system to
support eligibility management and program oversight for the
entire military health care system to include military treatment fa-
cilities, standard CHAMPUS, Coordinated Care, the CHAMPUS
Reform Initiative and other demonstration projects.

The program should be structured to provide incentives to the
national claims processing system contractor or contractors and
the fiscal intermediaries to promote cost-effective use of technology
in order to facilitate the rapid and accurate payment of claims, to
enhance coordination of benefits, to reduce administrative costs
and to control benefit cost growth, without reducing the quality of
care available to beneficiaries.

The committee expects the Secretary of Defense, as a part of the
fiscal year 1994 budget submission for military, health care pro-
grams, to provide the Committees on Armed Services of the Senate
and House of Representatives with an update on the status of the

I
I

I
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department’s efforts to implement a national cl:lims process irl~
system.

IN FORMATION SYSTEM SUPPORT FOR RELOCATION ASSISTANCE PROGRAM-.—...

Section 661 of the National Defense Authorization Act for Fiscal
Years 1990 and 1991 (Public Law 101-189) created the Military Re-
location Assistance Program. This program was created to provide
destination area information for members of the military who were
ordered to make change of permanent station moves. Section
fiG1(c)@) required that by September ~ot 1991 “information avail-
able through each military relocation assistance program shall be
managed through a computerized information system that can
interact with all other military relocation assistance programs of
the military departments, including programs located outside the
continental United States.”

The committee understands that the services have created sepa-
rate, unique computer systems to provide relocation assistance in-
formation, and that these systems cannot interact with each other.
For example, the Army cannot communicate or access the Navy’s
system, and vice versa.

The committee notes its intent that the computerized inforn~a-
tion system be able to interact with all military relocation assist-
ance programs, including a capability for one service to have direct
access to the data base of another service, and to transfer and e~-
change information between computers. This interaction rnily also
include the ability of a service member to directly acce!s the dat:i-
base and to actively query it until the needed ~nformatlon was ob-
tained. The committee intends that information from the computer
database be in a format that is useful to the service member.

TITLE VII—ARMY NATIONAL GUARD COMBAT REFORM
INITIATIVE

OVERVIEW

INTRODUCTION

The collapse of the Warsaw Pact, the disintegration of the Soviet
Union and the Gulf War have radically changed this country’s na-
tional security requirements. As the nation grapples with the im-
plications these changes pose for the defense establishment, two
things are already cle;r:

(1) Our nation faces a number of potential threats around the
globe, instead of one monolithic threat from the Soviet Bloc;

(2) There will be a smaller military than we have today to
counter those threats.

One of the key decisions to make for our futu,re defense is what
balance to strike between the full-time professional mdltary and
the part-time citizen soldiers in the reserve component.

In re-thinking the requirements for the rmcrvc components in

the new force structure, the committee has come to two key concl Li-

SiOrle.:(1) that forces in the future will continue to need reserve
component combat power; and (2) that reforms will be needed both
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contract, to keep pace with increases in medical prices and the in-
tensity of medical services since the award of the current CRI con-
tract in 1987.

The committee expects the Secretary of Defense to take expedi-
tious action to effect this contract modification in order to ensure
that the new CRI contract is implemented by August 1, 1993, as
currently scheduled.

sEcTIo~ 634-COnditiOnS ON EXPANSIONOF CIMMPUS REFOItM
lNITIATIVI?TO OTHERLOCATIONS

This section would prohibit the expansion of the CHAMPUS
Reform Initiative beyond its current boundaries of California and
Hawaii, except in base closure areas, until not less than 90 days
after the Secretary of Defense certifies that such expansion is the
most cost-effective option to providing care in the expansion areas.
This section would require that, not later than 30 days after the
Secretary submits his certification, the General Accounting Office
and the Congressional Budget Office shall jointly submit a report
evaluating such certification,

SECTION 635—MANAGED HEALTH CARE NETWORK FOR TIDEWATER

REGION OF VIRGINIA

Section 712(b) of the National Defense Authorization Act for<
- Fiscal Years 1992 and 1993 (Public Law 102-190) directed the Sec-

retary of Defense, utilizing the authority to amend existing fiscal
intermediary contracts provided by section 712(a), to undertake a
managed health care program in the Tidewater region of Virginia
based on the Catchment Area Management (CAM) demonstration
projects underway in a number of locations, including Charleston,
South Carolina. Section 712(b) directed that the delivery of health
care services begin not later than September 30, 1992.

This section would reaffirm the committee’s previous direction
on the conduct of this program.

In addition, this section would direct the Secretary of Defense to
modify the “Policy Guidelines on the Department of Defense Co-
ordinated Care Program,” dated January 8, 1992, to provide for the
operation of the Tidewater managed health care program, now des-
ignated as TRICARE, consistent with the principal features of the
Charleston CAM project. The TRIC!ARE program should include
the following features: (1) a reduction of copayment and deductible
for beneficiaries who enroll in the program; (2) the opportunity for
nonenrollees to utilize the network of preferred health care provid-
ers; and (3) continued access to military treatment facilities, subject
to the availability of space and any enrollment-based priority
system, for all beneficiaries regardless of enrolled or nonenrolled
status,

SECTION 636—POSITIVE INCENTIVES FOR COORDINATED CARE PROGRAM

This section would direct the Secretary of Defense to modify the
“Policy Guidelines on the Department of Defense Coordinated Care
Program,” issued by the Assistant Secretary of Defense for Health
Affairs on January 8, 1992, to provide positive incentives, or “car-

1
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rots,” to beneficiaries of the military health care system who enrol 1
in the Coordinated Care Program. Examples of positive incentives
would include a reduction in CHAMPUS deductible and copay-
ment, as currently provided in the Navy Catchment Area Manage-
ment (CAM) demonstration project in Charleston) South Carolina;
reduced cost-sharing requirements for primary care, as currently
provided in the Air Force CAM project in Arizona; and the expan-
sion of benefits current authorized under the CHAMPUS program,
as provided in several CAM projects.

The committee believes that Coordinated Care should retain a
preferred provider network option, as contained in a number of
current demonstration projects, as an intermediate step between
full enrollment in Coordinated Care and the continued use of the
standard CHAMPUS program. This section would permit the Sec-
retary of Defense to offer differing levels of incentives, depending
on the degree of choice available to beneficiaries in the selection of
health care providers. This section would, subject to the availabil-
ity of resourcing and space, prohibit the ‘(lock-out” of beneficiaries
from the use of military treatment facilities, as proposed in the
current Coordinated Care guidance. As an additional incentive for
enrollment, the Secretary of Defense could, however, establish pri-
orities for access to military treatment facilities.

SUBTITLE E-MONTGOMERY G.I. BILL AMENDMENTS

SECTION64I+ PPORTUNITYFORCERTAINPERSONSTO I?NROLL1N ALL-
VOLUNTEER FORCE EDUCATIONAL ASSISTANCE PROGRAM

This section would amend title 38, United States Code; and sec-
tion 1174, of title 10, United States Code, to permit recipients of the
Special Separation Benefits (SSB) program and the ‘oluntary ‘re-
paration Incentive (WI), to pay a $1200 contribution and elect tO
participate in the Montgomery G.I. Bill, subject to available appro-
priations. This section would provide VSI and SSB participants the
same opportunity to participate in the Montgomery G.I. Bill as in-

voluntarily separated individuals.

SECTION 642—EDUCATIONAL ASSISTANCE FOR GRADUATE PROGRAMS
FOR ME~llERS OF THE SELECTEI)RESERVE

This section would amend title 10, United States code, to permit
selected reserve participants in the Montgomery G.I. Bill to pursue
graduate level course work, subject to available appropriations.

SUBTITLEF—MISCELLANEOUS

SECTION651—PROVIS1ONOF TEMPORARYFOSTERCARE
SIDETHE UNITEDSTATESFOR cHILDRENOF ME~~~RS
FORCES

This section would amend chapter 53 of title 10,
Code. to authorize the service Secretaries involved to

SERVICES OUT-
OF THE ARMED

United States
expend appro-..

priated funds for expenses related to providing necessary foster
care in overseas areas where public tax supported services are not

available for children of members of the armed forces. The commit-
tee understands that the absence of critical fam i]y support services
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Cost-sharing alternatives

Over the next three years, as Coordinated Care evolves into a na-
tionwide program, the Department of Defense should regularly
evaluate cost-sharing options and, if necessary, consider other pro-
visions. One alternative, raised in testimony before the committee
by the General Accounting Office, might be for the Department of
Defense to introduce a system of beneficiary premiums in lieu of
the present system of deductibles and coinsurance. As demonstrat-
ed in the private sector, premiums can be designed not only to en-
courage enrollment in a managed care plan, but also to shield
lower-income beneficiaries from the financial hardship of cost-shar-
ing. Indeed, the concept of premiums has received support from
such disparate sources as the Rand Corporation and the National
Military Family Association. Eight years ago, in a congressionally-
directed study of the feasibility of a health care enrollment, the
Rand Corporation urged the Department of Defense to consider a
premium for nonactive-duty personnel. And just last year, the Na-
tional Military Family Association recommended that if benefici-
aries must share the cost of their health care, they do so through
regularly collected premiums.

Section 733 of the National Defense Authorization Act for Fiscal
Years 1992 and 1993 (Public Law 102-190) directed the Department
of Defense to conduct a comprehensive study of the military medi-
cal care system. The committee hopes that this study will fully con-
sider the use of premiums as a cost-sharing option.

Relationship to CRI

Earlier this year, the Department of Defense issued a Request for
Proposals to establish a follow-on program to CRI, the Coordinated
Care Support (CCS) program. While keeping the fixed-price at-risk
contract that epitomizes CRI, the CCS program would modify CRI
by increasing local military medical commander responsibility and
expanding their coordination with the private contractor. Such a
change addresses a dimension of health care that is omitted under
CRI: management of direct care. The Department of Defense can
only contain total health care costs, CHAMPUS costs and direct
care costs, when it holds military commanders as well as private
providers to the tenets of managed care. In this respect, the CCS
program builds positively on CRI.

The design of benefits under CCS, however, raises concern. Like
Coordinated Care generally, CCS substitutes sticks for carrots.
Under the current RFP, CCS would do away with the CHAMPUS
Extra option. It would increase the amount of cost-sharing for
beneficiaries enrolled in CHAMPUS Prime. Enrolled beneficiaries
would have to pay the standard CHAMPUS deductible and coinsur-
ance (or some actuarially equivalent amount) for outpatient visits,
rather than the current $5 fee.

Therefore, the committee recommends that the Department of
Defense modify the RFP to allow for more positive inducements.
The committee expects the Department of Defense to take this op-
portunity to continue CRI’S present benefits structure to as great
extent as possible. Although the committee appreciates the need
for consistency in cost-sharing—and hopes someday to see uniform

I

I

I

I
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standards nationwide—it fears that too abrupt a transition from
one structure of benefits to another might have ill effects on those
beneficiaries already enrolled in CHAMPUS Prime or using
CHAMPUS Extra. At most, the contractor should be allowed to
raise CRI’S copayments to keep pace with increases in medical
prices and in the intensity of medical services.

Expanding the C.RI

The Department of Defense expects to phase in Coordinated Care
over the next three years. This measured pace should allow ample
opportunity to apply the lessons learned from the Rand Corpora-
tion’s evaluation of CRI. In the meantime, the committee cautions
against prematurely expanding the CRI approach to other areas of
the country. Just as in 1991, when the National Defense Authoriza-
tion Act for Fiscal Years 1992 and 1993 (Public Law 102-190)
placed limits on expanding CRI until the Secretary of Defense
could provide convincing evidence that CRI was cost-effective, the
committee believes it would be prudent to wait for the completion
of the Rand Corporation analysis before expanding CRI to other
areas of the country.

To date, the Rand Corporation has issued only preliminary re-
sults on the CRI program. Focusing on a six-month period in 1989,
Rand found that CHAMPUS costs rose at a much slower rate in
California and Hawaii than in the rest of the country, although
how much of that difference was due to CRI and how much to
other factors (such as the start of CHAMPUS’s prospective pay-
ment system in 1988) was indeterminate. Rand ?lSO took a prelimin-
ary look at the total costs of health care in California and Hawaii.
direct care as well as CHAMPUS, in order to provide a more com-
plete accounting of the complex changes experienced under CRI.
Unfortunately, the findings are as yet inconclusive--+ne method of
comparison suggested that total costs increased more modestly
under CRI than in other areas of the country, while another sug-
gested no difference in the rate of increase, As for CRI’S relative
cost experience beyond 1989, budget figures provided by the De-
partment of Defense show that between 1989 and 19’31 CHAMPUS
expenditures increased at roughly the same rate under CRI as
under the rest of CHAMPUS.

The committee, therefore, recommends a series of legislative pro-
visions to ensure the measured implementation of the department’s
Coordinated Care program, consistent with protecting the financial
interests of both the beneficiary population and the Department of
Defense.

SECTION 633—MODIFICATION OF CHAMPUS REFORM INITIATIVE
CONTRA~

This section would direct the Secretary of Defense to issue a

modification to the Request for Proposals (RFP) for the new
CHAMPUS Reform Initiative (CRI) contract in California and

Hawaii, issued January 22, 1992, to more closely reflect the benefi.
ciary cost-sharing requirements included in the current CRI con-
tract in operation in those two states. The committee recognizes
the need for periodic increases in cost-sharing over the life of the
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the minimum COBRA and FEHBP continuation of coverage re-
quirements. This section further provides that if the Secretary of
Defense is unable to find a private sector insurance carrier to offer
a renewable conversion health plan meeting these minimum re-
quirements, the department offer such a program, including cover-
age of pre-existing conditions, on a premium basis under CHAM-
PUS, at an actuarially determined charge covering the cost of the
program for both the individual and the government. As prescribed
by COBRA, the premium may be established at 102 percent of the
actuarial cost of the program but should not exceed the premiums
for similar coverage offered under FEHBP. In order to make the
premiums affordable, the Secretary may offer a plan with less com-
prehensive coverage for mental health services than the current
CHAMPUS program. Coverage under this section would terminate
if the qualified beneficiary becomes covered under a group health
plan that does not exclude coverage for preexisting conditions.

SECTION 632--CORRECTION OF OMISSION IN DELAY OF INCREASE OF

CHAMPUS DEDUCTIBLES RELATED TO OPERATION DESERT STORM

Section 712 of the National Defense Authorization Act for Fiscal
Year 1991 (Public Law 101-510) authorized an increase in the
CHAMPUS outpatient deductible for CHAMPUS beneficiaries, ef-
fective with care provided on or after April 1, 1991. Section 312 of
the Persian Gulf Conflict Supplemental Authorization and Person-
nel Benefits Act of 1991 (Public Law 102-25) delayed the implemen-
tation of that increase until October 1, 1991, in the case of depend-
ents of active duty personnel who were serving or who had served
in the Persian Gulf theater in connection with the Persian Gulf
conflict. The language authorizing the delay inadvertently excluded
the dependents of members who served and were killed in the Per-
sian Gulf, members who served in the Persian Gulf and subse-
quently died, or members who served in the Persian Gulf and sub-
seGuentlv retired.

This s~ction would correct that inadvertent omission, and would
provide the Secretary of Defense the discretionary authority to pro-
vide reimbursement or credit against future deductible require-
ments for the affected beneficiaries, subject to the availability of
appropriations during the fiscal year in which the reimbursement
or credit is to be received.

REFORMING HEALTH CARE SERVICES

The committee has long believed that the future well-being of
military health care lies in managed care, As the General Account-

ing Office observed in recent testimony before the committee, man-
aged care offers the potential for gaining more control over costs,

improving beneficiary access and offering high-quality care. Since

1987, the committee has supported, and on occasion mandated, sev-
eral tests of managed care, chief among them the CHAMPUS

Reform Initiative (CRI) and the C!atchment Area Management

(CAM) demonstrations. And last year the committee applauded the
commitment of the Department of Defense to forging a nationwide

system of managed care through the Coordinated Care Program.
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Enrollment incentives under Coordinated Care

Nonetheless, the committee is concerned about the structure of
benefits under Coordinated Care. Like its experimental precursors,
the CHAMPUS Reform Initiative (CRI) and the Catchment Area
Management Demonstrations (CAM), Coordinated Care limits bene-
ficiary freedom to choose a provider; it instead will channel en-
rolled patients to a military treatment facility or to a civilian phy-

1
sician who is a member of a special network. But unlike CRI and
CAM, Coordinated Care relies heavily on negative inducements to
encourage enrollment. Although beneficiaries who enroll are prom-
ised improved access and reduced paperwork, they must pay the

~

current CHAMPUS deductible and coinsurance even if they use an
in-network provider. Beneficiaries who fail to enroll face a “big
stick” of increased deductibles under CHAMPUS and a “lock-out”
from military treatment facilities,

I

Last year the committee expressed hope that Coordinated Care
would strike a balance between positive and negative inducements,
or to put it more simply, between carrots and sticks. The commit-
tee feels that the failure of the Department of Defense to add posi-

1 tive inducements puts Coordinated Care at jeopardy. A health care
plan that charges potentially high fees for using network providers
and that does not reimburse for any out-of-plan use may simply not.
be attractive to large numbers of beneficiaries. Moreove~, the po-
tentially large difference in cost-sharing between beneficiaries as-
signed to military gatekeepers and those assigned to civilians
might erode beneficiary confidence in the equity of reform. With-
out the support and participation of the beneficiary popu Iation, Co-
ordinated Care cannot succeed.

The committee, therefore, recommends in section 636 that the
Assistant Secretary of Defense for Health Affairs give beneficiaries
stronger positive inducements to enroll under Coordinated Care. As
in CRI and the various CAM demonstrations, positive inducements
could include reduced deductibles or lowered copayments for care
received from members of a civilian network. Positive inducements

I
might also include limited reimbursement for care outside the net-
work, as in the Navy managed CAM demonstration in Charleston.
In this mode, the enrolled beneficiaries may at any point choose to
go outside the network in return for paying an increased deducti-
ble and higher coinsurance. This safety valve feature (commonly
called a point-of-service option in the civilian sector) provides a
useful transition from traditional military medicine to tightly man-
aged coordinated care. In fact, an increasing number of private
sector employers are offering point-of-service plans to employees.

The committee recognizes that in offering added inducements the
Department of Defense walks a fine line between encouraging en-
rollment and unnecessarily raising costs. Too generous a package
of inducements might encourage increased use of health care serv-
ices and thus trigger tremendous cost increases. The committee
trusts that the Assistant Secretary of Defense for Health Affairs
will exercise the necessary prudence in designing new enrollment
incentives, including reduced cost-sharing.
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Exte;.sion of special pay for enlisted members of the selected reserve
assigned to high priority units

Current law authorizes a special pay for enlisted members of
high priority selected reserve units that have, or might reasonably
be expected to have, critical personnel shortages. The current au-
thorization expires September 30, 1992. The committee recom-
mends an extension to September 30, 1993.

Education loans for certain health care professionals who serve in
the selected reserve

Current law authorizes a selected reserve health professionals
loan repayment program in which health professionals serving in
wartime critical skills can receive up to $20,000 in higher education
loan repayments in exchange for satisfactory service in the selected
reserve. The current authorization expires September 30, 1992. The
committee recommends an extension to September 30, 1993.

Accession bonus for registered nurses

Current law authorizes a nurse officer accession bonus to assist

the military services in recruiting qualified registered nurses. The
current authorization expires September 30, 1992. The committee
recommends an extension to September 30, 1993.

Nurse candidate accession program

Current law authorizes the payment of accession bonuses and
monthly stipends for junior and senior Bachelor of Science nursing
students to assist in recruiting qualified registered nurses into the
uniformed services. The current authorization expires September
30, 1992. The committee recommends an extension to September
30, 1993.

Special pay for nurse anesthetists

Current law authorizes the payment of incentive pay for certified
registered nurse anesthetists (CRNAS) to assist in the recruitment
and retention of qualified CRNAS. The current authorization ex-
pires September 30, 1992. The committee recommends an extension
to September 30, 1993.

SUBTITLE *TRAVEL AND TRANSPORTATION ALLOWANCES

SECTION 62l—TEMPORARY INCREASE IN THE NUMBER OF DAYS A
MEMBER MAY BE REIMBURSED FOR TEMPORARY LODGING EXPENSE

current law authorizes the reimbursement of temporary lodging

expense (TLE) for a period not to exceed four days, for any perma-

nent change of station move from any duty station to a duty sta-

tion in the United States. The committee believes that the present
four day entitlement is not sufficient to prevent members from in-

curring high out-of-pocket costs when moving to geographic areas
heavily affected by force reductions, base realignments and clo-
sures, and unit restructuring or deactivation. In particular, as
thousands of troops relocate from Europe, communities near receiv-
ing bases are struggling to absorb the surge of troops and their
families. This rapid influx of troops on the heels of a steep domes-

tic downturn in housing construction, has pushed housing prices up
and made it difficult to find decent, safe, and affordable housin~.

This section would authorize the secretary concerned to exter)d
the period of time from four to ten days for which subsistence ex-
penses may be paid or reimbursed for a change of permanent sta-
tion to a geographical area determined by that secretary to be af-
fected by the withdrawal of U.S. forces from overseas, base realign-
ments and closures, or the restructuring or deactivation of units,
The committee recommends this expanded authority extend
through September 30, 1997.

SUBTITLE D—HEALTH CARE MATTERS

aGmwiun____ .“,IMPROVED CONVERSION HEAI,TH POLIQIFX AS A PART OF ‘_... . . .. . ... . —... ..._ ------- . . . . . . . ...._~. -_ .,-,
. TRANSITIONAL, MEDI.CAL.CARE

..

Section 502 of the National Defense Authorization Act for Fiscal
Year 1991 (Public Law 101-510] established a comprehensive pack-
age of transition medical care benefits for military personnel sepa-
rated involuntarily during the force drawdown. Involuntary separa-
tes were offered either 60 or 120 days of coverage, depending on
years of service, plus the opportunity to purchase a conversion

I health policy from a private insurance carrier. In addition to nego-
tiating the details of this health care policy, for the period of 1‘2
months the Department of Defense would also provide payment for
pre-existing conditions+ including pregnancy, that were incurred
prior to release or discharge from active duty. At the end of that
one-year period, the, separating service member would be eligible to
renew coverage under the private carrier’s policy.

I
Subsequently, the Department of Defense notified the Congress

that the private insurer offering conversion health policies to both
involuntary separates and to certain long-term former spouses
had indicated an intention to terminate ‘that coverage in the
future. After further negotiations with the department, the insurer
agreed to offer a one-year, non-renewable policy with Department
of Defense coverage of pre-exiting conditions during the one-year
period,

The Federal government imposes a more stringent requirement
on private sector employers through the Consolidated Omnibus
Budget Reconciliation Act of 1985 (COBRA) and on insurance carri-
ers participating in the Federal Employees’ Health Benefits Pro-
gram (FEHBP). In both cases, the minimum period of required cov-

~ ,,, erage is 18 months.
The statement of managers (H. Rept. 102-311) accompanying the

: “ :’”National Defense Authorization Act for Fiscal Years 1992 and 1!393
(Public Law 102-190) noted, if the department does not succeed in

i’
negotiating a more satisfactory conversion option plan, that the
managers would seek other options, including expansion of benefits
within the military health care system or modifications to the cur-

~rent CHAMPUS program to ensure the availability of adequate
conversion health insurance coverage.

This section, therefore, recommends changes to the current con-
version health care program, both for certain separating service
members and long-term former spouses, in order to comply with


