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OPENING STATEMENT OF SENATOR CARL LEVIN, CHAIRMAN

Chairman LEVIN. Good morning, everybody. The committee this
morning welcomes Secretary of Defense Leon Panetta and Chair-
man of the Joint Chiefs of Staff General Martin Dempsey for our
hearing on the Department of Defense’s fiscal year 2013 budget re-
quest, the associated future years defense program, and the pos-
ture of the U.S. Armed Forces. The committee also welcomes Under
Secretary of Defense-Comptroller Robert Hale, who has joined the
Secretary and the Chairman at the witness table.

Let me start by thanking all of you for your continued service to
our Nation and to the soldiers, sailors, airmen, and marines here
at home and in harm’s way around the globe, and to their families.
They are truly deserving of the Nation’s affection and support.

Your testimony today marks the beginning of the committee’s re-
view of the fiscal year 2013 budget request for the Department of
Defense. This year’s request includes $525 billion for the base
budget and $88.4 billion for overseas contingency operations, so-
called OCO. The fiscal year 2013 base budget request is $5 billion
less than the fiscal year 2012 enacted level of $530 billion, and the
OCO request is $27 billion less than last year’s enacted level of
$115 billion.

The fiscal year 2013 budget conforms with the Budget Control
Act that Congress passed last summer. The Senate approved the
Budget Control Act on a bipartisan basis, with 74 Senators voting
for it. The Budget Control Act locked in defense and non-defense
discretionary spending caps over 10 years. The defense caps re-
duced projected defense spending by nearly half a trillion dollars
over 10 years, and the Department responded with a new strategy
and a new program to meet the Nation’s security challenges and
preserve our military capabilities.

The Budget Control Act also included language requiring the
Congress to pass legislation with additional far-reaching deficit re-
duction. If Congress does not come up with a deficit reduction pack-
age by next January, one that locks in another $1.2 trillion in def-
icit reduction over 10 years, then automatic spending cuts, called
“sequestration,” will be imposed on both defense and non-defense
programs.

The budget the President sent us yesterday avoids sequestration
by meeting the $1.2 trillion additional defense reduction target, ap-
proximately one-half in further cuts in spending and one-half in ad-
ditional revenues.



3

The defense budget request for fiscal year 2013 not only conforms
to the funding limits of the Congressionally mandated Budget Con-
trol Act, it also reflects the results of the Department’s comprehen-
sive and inclusive strategic review initiated by President Obama in
April last year and the strategic guidance that resulted.

We look forward to the witnesses’ explanation of the process that
they went through to develop the new strategic guidance, the as-
sessment, their assessment, of this guidance’s most important fea-
tures and potential risks relative to the current and anticipated
strategic environment, and how this budget request supports its
strategic priorities and manages strategic risk in the near and long
terms.

The administration has called for two more base realignment and
closure, or BRAC, rounds. In my view, however, before we consider
another round of BRAC, the Department ought to take a hard look
at whether further reductions in bases can be made overseas, par-
ticularly in Europe. While the Department has announced the re-
moval of two of the four combat brigades currently stationed in Eu-
rope, even after the brigades are withdrawn there will still be over
70,000 U.S. military personnel deployed in Europe. Finding further
reductions and consolidations in our overseas force posture should
be our first priority before another BRAC round.

The fiscal year 2013 defense budget request reflects the con-
tinuing conflict in Afghanistan, but also reflects the fact that the
process of transition has begun and continues apace. Afghan secu-
rity forces are assuming responsibility for securing the Afghan peo-
ple in more and more areas throughout Afghanistan. Progress on
security is real. A second round of areas to be transitioned to an
Afghan security lead will be completed later this year. Then ap-
proximately 50 percent of the Afghan population will live in areas
where Afghan security forces have the lead for providing security,
with coalition forces playing a supporting role.

I have long pressed for Afghan security forces to move increas-
ingly into the combat lead and to assume responsibility for secur-
ing more and more Afghan territory and communities as the size
and capabilities of the Afghan army and police are built up. The
success of our mission in Afghanistan depends on getting the Af-
ghan security forces in the lead, with the support of the Afghan
people, thereby putting the lie to the Taliban propaganda that the
coalition is an occupying force.

The Afghan Foreign Ministry spokesman recently made clear
there was full agreement on transition, saying: “We have always
maintained that Afghan security is an Afghan responsibility.”

Last June, President Obama said that the 33,00 U.S. surge force
would be removed from Afghanistan by the end of this summer.
That means that 68,000 U.S. troops would remain in Afghanistan
after the drawdown of the surge. He also said that after the reduc-
tion of the U.S. surge force U.S. troops will continue to draw down
“at a steady pace.” Yet the fiscal year 2013 overseas contingency
operations budget request now before Congress is based on an as-
sumption that there are no additional reductions in the 68,000
troop level in Afghanistan throughout all of fiscal year 2013.

The question that I hope our witnesses will address this morning
is whether they expect further reductions in U.S. troop levels in Af-
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ghanistan during fiscal year 2013 below 68,000 and what associ-
ated cost savings would result. If that decision has not yet been
made by the President, what is the timetable for its being made?

I also hope Secretary Panetta will clarify his surprising state-
ments earlier this month that “Our goal is to complete all of the
transition to a training, advisory, and assistance role in 2013,” and
that, he said, “Hopefully by mid to the latter part of 2013, we will
be able to make a transition from a combat role.”

There are many reports about reconciliation talks with the
Taliban. If Taliban statements are true that they will open a polit-
ical office in Qatar, it would have the potential to be a positive de-
velopment. I am concerned, however, by reports that in exchange
for the opening of this office the administration is considering
transferring five Afghan Taliban detainees from the Guantanamo
detention facility to Qatar. Such a significant step strikes me as
premature and should be considered, in my view, only following
positive discussions and not preceding them.

Another concern I have regarding the progress of the reconcili-
ation talks is the reported decision by the government of Afghani-
stan to open a second channel in the dialogue with the Taliban that
would be in Saudi Arabia. It seems to me that this would create
the potential for confusion. The United States has said it is com-
mitted to an Afghan-led reconciliation process. That is another rea-
son that the discussion process ought to be pursued through a sin-
gle channel, with both the Afghan government and us fully coordi-
nated and participating together, whether it takes place in one or
two venues.

With respect to the realignment of U.S. Marines on Okinawa,
Senator McCain, Senator Webb, and I have advocated changes in
the current plan in ways that support the strategic goals of the
U.S. regional military posture while avoiding excessive and
unsustainable costs associated with large and elaborate new bases.
The announcement last week that the U.S. and Japan are reconsid-
ering elements of the plan is welcome news, but the steps are not
yet adequate.

There are other challenges, of course. There is strong bipartisan
determination on this committee and in Congress to do all we can
to counter the threat that Iran poses, including stopping Iran from
acquiring nuclear weapons. President Obama has focused consider-
able diplomatic effort towards that goal because, in his words,
“America is determined to prevent Iran from getting a nuclear
weapon.” “And I will take no options,” he said, “off the table to
achieve that goal.” The administration is bringing the world to-
gether, as it should, to speak with one voice against Iran’s nuclear
ambitions.

Relative to Egypt, the decades-old relationship between the
United States and Egypt is under strain. In recent days, General
Dempsey traveled to Cairo to engage the supreme council of the
armed forces of Egypt on the very troubling decision by the Egyp-
tians to charge 19 Americans and dozens of other individuals for
operating programs in support of Egyptian civil society. The com-
mittee is eager to learn the findings of General Dempsey’s visit be-
cause the decision by the Egyptians, if unresolved, will negatively
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affect funding decisions that Congress makes in the coming
months.

Relative to Syria, the regime of President Al-Assad is waging war
on the people of Syria and, despite the condemnation of the Arab
League and almost all nations, China and Russia are preventing
the U.N. Security Council from taking any effective action. If the
situation is left as it is, there is also a significant threat that sur-
rounding countries could be severely impacted. Our witnesses will,
hopefully, discuss options that we have to help end the slaughter,
as limited as those options might be.

On cyber security, the defense strategic guidance notes that both
state and non-state actors pose the capability and intent to conduct
cyber espionage and the capability to conduct cyber attacks on the
United States, with possibly severe effects on both our economy
and on our security. The Director of National Intelligence in recent
Senate testimony placed the cyber security threat in the top tier
alongside of terrorism and nuclear proliferation and other prolifera-
tion of weapons of mass destruction.

A recent report from the National Counter-Intelligence Executive
stated that entities operating from within China and Russia are re-
sponsible for the massive theft of U.S. commercial and military
technology that could threaten our national security and our econ-
omy. We should let China and Russia know in no uncertain terms
that cyber economic espionage will have very negative con-
sequences for normal trade relations and other relations.

Finally, in the area of personnel, the Department proposes nu-
merous personnel-related reforms aimed at slowing the increase in
personnel and health care costs, which continue to rise at
unsustainable rates. These reforms include a significant reduction
in military end strength over the next 5 years, other personnel-re-
lated reforms, and a commission to review military retirement ben-
efits. I agree with General Dempsey, Admiral Winnefeld, the serv-
ice chiefs, and the services’ senior enlisted advisers, who urged me
in a letter dated January 25, 2011, to grandfather the retirement
benefits of those currently serving. We owe it to our service mem-
bers and their families to address any change in their compensa-
tion and benefits in a manner that acknowledges the commitment
that we made to them when they volunteered to serve in our armed
forces.

Secretary Panetta, General Dempsey, and Dr. Hale, we look for-
ward to your testimony, and I now call on Senator McCain.

[The prepared statement of Senator Levin follows:]

[COMMITTEE INSERT]

STATEMENT OF SENATOR JOHN McCAIN

Senator McCAIN. Thank you, Mr. Chairman, and I join in wel-
coming Secretary Panetta and Chairman Dempsey to discuss the
President’s budget request for fiscal year 2013, his proposal to re-
duce the budget for the Department of Defense by $487 billion over
the next ten years, and the impact of these reductions on future
years defense programs for the Department of Defense.

While the other members of this committee and I will continue
to scrutinize these proposals, I can say today that I do not fully en-



6

dorse this budget request. Indeed, I am seriously concerned about
how we arrived at this point.

On April 13, 2011, the President of the United States announced
his intention to reduce the Department of Defense budget by $400
billion through 2023. However, his announcement was unsupported
by any type of comprehensive strategic review or risk assessment.
In fact, then-Secretary Gates testified before Congress that he only
learned the night before about this massive proposed cut in our de-
fense spending. Now the President proposes $487 billion in cuts
over 10 years, and we're told that these proposed cuts are not
budget-driven, but based on a thorough strategic review of our de-
fense priorities.

Respectfully, this doesn’t add up. Unfortunately, this defense
budget continues the administration’s habit of putting short-term
political considerations over our long-term national security inter-
ests. In Afghanistan, our military commanders initially asked for
a surge of 40,000 troops. The President disregarded their advice,
sent 30,000 troops instead, and announced a date when they would
begin withdrawing.

Our commanders then recommended maintaining the full surge
force throughout this year’s fighting season. But the President
again disregarded their advice and announced reductions to our
force levels that the former Chairman of the Joint Chiefs of Staff
Admiral Mullen said were more aggressive and incurred greater
risks than he advised.

Finally in Iraq, the President disregarded the advice of his com-
manders again, dragged out negotiations with the Iraqi govern-
ment with no intent to maintain a presence of U.S. troops. And
now, with the political and security situations unraveling, it is dif-
ficult to argue that Iraq today is, to use the President’s phrase,
“stable and self-reliant.”

It seems as though many of the President’s most significant deci-
sions about our national defense have been fundamentally discon-
nected from “conditions on the ground” and the advice of our mili-
tary commanders, including commanders that the President him-
self selected. I fear that this defense budget and the broader plan
to cut $487 billion from the Department of Defense over ten years
only continues this dangerous and regrettable pattern.

By any objective assessment, the worldwide threats to our Na-
tion, our interests, and our ideals are not diminishing; they are
growing. And yet the defense budget before us would reduce the
size of our force by more than 125,000 military personnel. It would
jeopardize our nuclear modernization plan by making critical cuts
to our nuclear weapons infrastructure programs. It would eliminate
20 percent of the Army’s brigade combat teams, six Marine Corps
battalions, four tactical air squadrons, and seven Air Force combat
squadrons, and 130 mobility aircraft.

Perhaps most concerning of all in light of the administration’s
own identification of Asia-Pacific region as the focus of U.S. defense
strategy, this budget would require the Navy to reduce ship-
building by 28 percent, to retire seven cruisers and two amphibious
ships earlier than planned, to delay the next generation ballistic
missile submarine, and to postpone the purchases of one Virginia-
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class attack submarine, two littoral combat ships, and eight high-
speed transport vessels.

Furthermore, while this defense strategy and its related budget
cuts clearly increase the risks to our national security objectives,
there has been no formal risk assessment provided to Congress.
How can we and the American people determine whether the addi-
tional risks associated with this strategy are acceptable if we do
not know the specific nature of those risks as defined by the U.S.
military?

These cuts pale in comparison to what the Defense Department
would face under sequestration, an outcome that Secretary Panetta
has correctly stated would be catastrophic for our national defense.
And yet here, too, domestic politics is taking priority over national
security, with the President saying he would veto an effort by Con-
gress to eliminate sequestration that does not include raising taxes.

Our message to you, Secretary Panetta, and the President of the
United States: If it is catastrophic as you state, then why don’t we
sit down? Why doesn’t the President sit down with us and we work
out a way to avoid what you and General Dempsey have described
as catastrophic consequences for the national security of this coun-
try, rather than sitting in the Oval Office and saying he’ll veto any
bill that doesn’t have tax increases in it?

In short, we have come to a critical turning point when decisions
of the utmost importance for our national security must be resolved
and the consequences of those decisions, for better or worse, will
forever shape our Nation’s destiny. Defense spending is not what
is sinking this country deeper into an unsustainable national debt.
If we act under the assumption that it is, we will create something
that is truly unaffordable, the hollowing out of the U.S. military
and the decline of U.S. military power.

We can either take the easy route of dramatic cuts to force struc-
ture and investments, which diminish our military capabilities and
increase risk, or we can balance more modest and strategically di-
rected reductions in defense spending with an aggressive plan to
address the broader cultural problems plaguing our defense estab-
lishment, the waste and inefficiency with which the Department
buys goods and services under the undue influence of a non-
competitive military-industrial-congressional complex. I believe we
must tackle this cultural problem head on. We must cut congres-
sional earmarks and pork barrel spending on programs that the
military does not request and does not need. We must have trans-
parent and auditable financial statements, and we must eliminate
the shameless cost overruns that characterize too many of our larg-
est defense programs.

From my review of these programs, this point is clear: The phe-
nomenon of acquisition malpractice, which a senior Pentagon offi-
cial publicly described just a few days ago, can be found in many
more programs than just the Joint Strike Fighter. It pervades the
entire major defense acquisition program portfolio, revealing a cul-
tural problem in the acquisition of goods and services that is
unsustainable.

Before the Department further risks force structure to achieve
budget savings, practices like this must end now. Now is the time
to set politics aside for the sake of the one issue that we can all
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agree on is non-negotiable to the future health and success of our
Nation—our national defense. We need to start with goals, move to
strategy, and allow that rigorous process to inform the budget we
create.

The administration’s approach thus far has been too defined by
short-term domestic political considerations. The administration
has not led. For the sake of our national security, Congress should.

Thank you, Mr. Chairman. I look forward to the testimony of our
witnesses.

Chairman LEVIN. Thank you, Senator McCain.

Secretary Panetta.

STATEMENT OF HON. LEON PANETTA, SECRETARY OF DE-
FENSE; ACCOMPANIED BY ROBERT F. HALE, UNDER SEC-
RETARY OF DEFENSE (COMPTROLLER)

Secretary PANETTA. Thank you very much, Chairman Levin, Sen-
ator McCain, members of the committee. I ask that my statement
be made part of the record and I would like to summarize some of
the key points.

Chairman LEVIN. It will be made part of the record and, by the
way, the balance of my statement that I didn’t give will also be
made part of the record.

Secretary PANETTA. Mr. Chairman and members of the com-
mittee: I appreciate the opportunity to appear before you to discuss
the President’s budget request for fiscal year 2013. Let me begin,
as always, by thanking you for the support that you provide to
service members and to our military families. These brave men and
women, along with the Department’s civilian professionals who
support them, have done everything asked of them and more, dur-
ing more than a decade of war. I want to thank you for the support
that you have given them in the past, the present, and hopefully
in the future.

The fiscal year 2013 budget request for the Department of De-
fense was the product of an intensive strategy review that was con-
ducted by the senior military and civilian leaders of the Depart-
ment, with advice and guidance of the President. The total request
represents a $614 billion investment in national defense that in-
cludes $525.4 billion for the Department’s base budget and $88.5
billion in spending to support our troops in combat.

The reasons for this review are clear. First, the United States is
at a strategic turning point after a decade of war and after very
substantial growth in defense budgets.

And second, with the Nation confronting a very large debt prob-
lem and deficit problem in this country, Congress passed the Budg-
et Control Act of 2011, imposing a reduction in the defense budget
of $487 billion over the next decade. We at the Department decided
to step up to the plate, that this crisis provided us an opportunity
to establish a new strategy for the force that we would need in the
future. That strategy has guided us in making the budget decisions
and choices that are contained in the President’s budget.

The fact is we are at an important turning point that would have
required us to make a strategic shift probably under any -cir-
cumstances. The U.S. military’s mission in Iraq has ended. While
we still have a tough fight on our hands in Afghanistan, 2011
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marks significant progress in reducing violence and transitioning to
an Afghan-led responsibility for security, and we are on track to
complete this transition by the end of 2014 in accordance with our
Lisbon commitments.

Having just returned from the NATO ministerial, I can assure
you that all of the NATO nations are in line with the strategy that
we are approaching with regards to Afghanistan. We are in a tran-
sition. We are transitioning security to Afghan forces, and our hope
is that as we make the final transition in 2014 that they can take
the lead on combat operations. We will be there. We’ll be in sup-
port. We’ll be combat-ready to support them through that process.
And I want to assure you that NATO is fully in agreement with
the strategy that we are moving in in Afghanistan.

Last year, in addition, the NATO effort in Libya also concluded
with the fall of Qadafi, and successful counterterrorism efforts have
significantly weakened al Qaeda and decimated its leadership.

But despite what we have been able to achieve, unlike past
drawdowns, when threats have receded, the United States still
faces a very complex array of strategic challenges across the globe.
We are still a Nation at war in Afghanistan. We still face threats
to our homeland from terrorism. There is a dangerous proliferation
of lethal weapons and materials. The behavior of Iran and North
Korea continue to threaten global stability. There is continuing tur-
moil and unrest in the Middle East, from Syria to Egypt to Yemen
and beyond. Rising powers in Asia are testing international rules
and relationships, and there are growing concerns about cyber in-
trusions and attacks.

Our challenge, our challenge, is to meet these threats, to protect
our Nation and our people, and at the same time meet our respon-
sibility to fiscal discipline. This is not an easy task.

To build the force we need for the future, we developed new stra-
tegic guidance that consists of five key elements. First, the military
will be smaller and leaner, but we want a military that is agile and
flexible and ready and technologically advanced.

Second, we will rebalance our global posture and presence to em-
phasize Asia Pacific and the Middle East, because those areas rep-
resent the threats for the future.

Third, for the rest of the world we need to build innovative part-
nerships and strengthen key alliances and partnerships from Eu-
rope to Latin America to Africa.

Fourth, we will ensure that we have the capability to quickly
confront and defeat aggression from any adversary, any time, any-
where.

And fifth, this can’t just be about cuts. It also has to be about
protecting and prioritizing key investments in technology and new
capabilities, as well as our capacity to grow, adapt, and mobilize as
needed.

We've developed this new strategic guidance before any final
budget decisions were made, in order to ensure that the decisions
that are here, the choices we made, reflect the new defense strat-
egy. While shaping the strategy, we didn’t want to repeat the mis-
takes of the past. Our goals are to maintain the strongest military
in the world, to not hollow out the force, to take a balanced ap-
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proach to budget cuts by putting everything on the table, and to
not break faith with our troops and their families.

Throughout this review, we also wanted to make sure that this
was an inclusive process. General Dempsey and I worked closely
with the leadership of the services and the combatant commanders
and consulted regularly with members of Congress. As a result of
these efforts, the Department is strongly unified behind the rec-
ommendations that we are presenting today.

Consistent with the Budget Control Act, this budget reflects in
the next five years a savings of $259 billion. That’s compared to the
budget plan that was submitted, obviously, to Congress last year.

We think this is a balanced and complete package that follows
the key elements of the strategy and adheres to the guidelines that
we established. The savings come from three broad areas. First, ef-
ficiencies. We have redoubled our efforts to discipline the use of
taxpayer dollars, and that has yielded, we hope, about one-quarter
of the targeted savings that we have in this package.

The second area is force structure and procurement reforms and
adjustments. We've made strategy-driven changes in both force
structure and procurement programs to achieve roughly half of the
savings in this package.

And finally, on compensation. We’ve made modest but important
adjustments in personnel costs to achieve some very necessary cost
savings in this area. This area represents about one-third of our
budget, but here it accounted for little more than 10 percent of the
total reduction that we’ve presented.

Let me walk through each of these areas. First of all, with re-
gards to disciplining defense dollars, if we’re going to tighten up
the force then I, like Senator McCain, believe very strongly that we
have to begin by tightening up the operations of the Department.
We've got to reduce excess overhead, eliminate waste, and improve
business practices across the Department.

The fiscal year 2012 budget, as you know, proposed more than
$150 billion in efficiencies, and we continue to implement those
changes. But we also identified another $60 billion in additional
savings over five years through measures like streamlining support
functions, consolidating IT enterprise services, rephasing military
construction projects, consolidating inventory, and reducing service
support contractors.

As we reduce force structure, we also have a responsibility to
provide the most cost-efficient support for the force. For that rea-
son, the President will request the Congress to authorize the base
realignment and closure process for 2013 and 2015. As somebody
who went through the BRAC process in my own district, I recog-
nize how controversial this process is for members and for constitu-
encies. And yet, it is the only effective way to achieve needed infra-
structure savings.

To provide better financial information, we are also increasing
our emphasis on audit readiness and accelerating key time lines.
In October 2011, I directed the Department to accelerate efforts to
achieve fully auditable financial statements. We were mandated to
do it by 2017; what I have ordered is that we move that up to 2014.

But efficiencies alone are not enough to achieve the required sav-
ings. Budget reductions of this magnitude require that we make
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adjustments to force structure and procurement investments. The
choices that we made have to fit the five elements of the strategy
that we developed for the future military force. First, we knew that
coming out of these wars, as I said, the military would be smaller,
but our approach to accommodating these reductions has been to
take this as an opportunity to fashion an agile and flexible military
that we need for the future. That highly networked and capable
joint force consists of an adaptable and battle-tested Army that re-
mains our Nation’s force for decisive action, capable of defeating
any adversary on land, and at the same time being innovative
about how it deploys its forces; a Navy that maintains forward
presence and is able to penetrate enemy defenses; a Marine Corps
that remains a middleweight expeditionary force, with reinvigo-
rated and amphibious capabilities; an Air Force that dominates air
and space and provides rapid mobility, global strike, and persistent
ISR; and a National Guard and Reserve that continue to be ready
and prepared for operations when needed.

To ensure this agile force, we made a conscious choice not to
maintain more force structure than we could afford to properly
train and equip. If we do it the other way, we guarantee a hollow
force. We wanted a force structure that we could effectively train
and maintain.

We are implementing force structure reductions consistent with
the new strategic guidance for a total savings of $50 billion over
the next five years. The adjustments include, as was pointed out,
a resizing of the active Army from 562,000 to 490,000 soldiers by
2017. This will transition down in a responsible way.

We'll gradually resize the active Marine Corps from about
202,000 to 182,000. We'll reduce and streamline the Air Force’s air-
lift fleet. We'll retire some aging C—5As and C-130s. But at the
same time, we’ll maintain a fleet of 275 strategic airlifters and 318
C-130s, a fleet that will be more than capable of meeting the airlift
requirements of the new strategy.

The Navy will protect our highest priority and most flexible
ships, but we also will retire seven lower priority Navy cruisers.
The reason we’re doing that is that these cruisers have not been
upgraded with ballistic missile defense capability and would re-
quire significant repairs. That’s the reason the Navy chose to do
that.

Second, the strategic guidance made clear that we must protect
our capabilities needed to project power in Asia Pacific and the
Middle East. To this end, the budget maintains the current bomber
fleet, it maintains the aircraft carrier fleet at a long-term level of
11 ships and 10 air wings, it maintains the big-deck amphibious
fleet, and it restores Army and Marine Corps force structure in the
Pacific after the drawdown from Iraq and as we draw down in Af-
ghanistan, while continuing to maintain a strong presence in the
Middle East. Our goal is to expand our rotational presence in both
areas.

The budget also makes selected new investments to ensure we
develop new capabilities to project power in key territories and do-
mains. We're going to put $300 million to fund the next general Air
Force bomber. We're putting $1.8 billion to develop the new Air
Force tanker, $18.2 billion for the procurement of ten new war-
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ships, including two Virginia-class submarines, two Aegis-class de-
stroyers, four littoral combat ships, one joint high-speed vessel, and
one CVN-21-class aircraft carrier. We’re also investing $100 mil-
lion to increase cruise missile capacity of future Virginia-class sub-
marines.

Third, the strategy makes clear that, even as Asia Pacific and
the Middle East represent the areas of growing strategic priority,
the United States will continue to work to strengthen its key alli-
ances, to build partnerships, to develop innovative ways, such as
rotaltéonal deployments, to sustain our presence elsewhere in the
world.

To that end, we make key investments in NATO and other part-
nership programs. We're putting $200 million in fiscal year 2013
and nearly $900 million over the next five years on the NATO Alli-
ance Ground Surveillance System, one that was just approved by
the NATO ministerial in this last meeting; $9.7 billion in fiscal
year 2013 and about $47 billion to develop and deploy missile de-
fense capabilities that protect the U.S. homeland and strengthen
regional missile defenses as well.

The new strategy envisions a series of organizational changes to
boost efforts to partner with other militaries. We're allocating a
U.S.-based brigade to the NATO response force and will rotate
U.S.-based units to Europe on a regular basis for training and exer-
cises, increasing the opportunities as well for special operations
forces to advise and assist our partners in other regions.

Fourthly, the U.S. must have the capability to fight more than
one conflict at a time. But we are in the 21st century and we have
to use 21st century capabilities. That’s the reason this budget in-
vests in space, in cyber space, in long-range precision strike, and
in the continued growth of special operations forces, to ensure that
we can still confront and defeat multiple adversaries even with the
force structure reductions that I've outlined earlier.

It also sustains the nuclear triad of bombers, missiles, and sub-
marines to continue to ensure that we have a safe, reliable, and ef-
fective nuclear deterrent. Even with some adjustments to force
structure, the budget sustains a military that I believe is the
strongest in the world: an Army of more than one million active
and Reserve soldiers with 18 divisions, approximately 65 brigade
combat teams, and 21 combat aviation brigades; a naval force of
285 ships, the same size force that we have today, that will remain
the most powerful and flexible naval force on Earth; a Marine
Corps with 31 infantry battalions, 10 artillery battalions, and 20
tactical air squadrons; and an Air Force that will continue to en-
sure air dominance, with 54 combat-coded fighter squadrons and
the current bomber fleet.

Lastly, we can’t just, as I said, cut. We have to invest. We have
to leap ahead of our adversaries by investments in the latest tech-
nologies. That’s why this budget provides $11.9 billion for science
and technology. It includes $2.1 billion for basic research. It pro-
vides $10.4 billion to sustain the continued growth in special oper-
ations forces. It provides $3.8 billion for unmanned air systems and
it invests $3.4 billion in cyber activities.

At the same time, the strategic guidance recognizes the need to
prioritize and distinguish urgent modernization needs from those
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that can be delayed, particularly in light of schedule and cost prob-
lems. Therefore, the budget has identified $75 billion in savings
over five years resulting from cancelled or restructured programs.
Some examples: $15.1 billion in savings from restructuring the
Joint Strike Fighter, by delaying aircraft purchases so that we can
allow more time for development and testing; $1.3 billion in sav-
ings from delaying development of the Army’s ground combat vehi-
cle due to contracting difficulties; $4.3 billion in savings from de-
laying the next generation of ballistic missile submarines by two
years for affordability and management reasons.

In addition, we terminate selected programs: the Block 30
version of Global Hawk, which has grown in cost to the point that
it is simply no longer cost-effective; the weather satellite program,
because we can depend on existing satellites, resulting in a savings
of $2.3 billion.

All of this requires that we have to have and maintain the ability
to mobilize and to regrow the force if we have to. That means we
need to maintain a capable and ready National Guard and Reserve.
One of the things we are doing is that the Army is going to retain
more mid-grade officers and NCOs so they’ll be there with the ex-
perience and structure we need if we have to move quickly to re-
grow the force. The Reserve component has demonstrated its readi-
ness and importance over the past ten years of war and we must
ensure that it remains available, trained, and equipped to serve in
an operational capacity when necessary.

Another key part of preserving our ability to quickly adapt and
mobilize is maintaining a strong and flexible industrial base. I'm
committed to make sure that our budget recognizes that industry
is our partner in the defense acquisition enterprise. We have to
maintain a base if we’re going to be able to mobilize and be pre-
pared in the future.

Finally, with regards to our most important element of our strat-
egy and our decisionmaking process, our people. This budget recog-
nizes that they, far more than any weapons system or technology,
are the great strength of the United States military. One of the
guiding principles in our decisionmaking process was that we must
try to keep faith with our troops and their families. For that rea-
son, we've determined to protect family assistance programs, to
sustain these important investments in this budget that serve our
troops and their families, and continue to make efforts to ensure
that these programs are responsive to their needs.

Yet, in order to build the force needed to defend the country
under existing budget constraints, the growth in costs of military
pay and benefits must be put on a sustainable course. This is an
area of the budget that has grown by nearly 90 percent since 2001,
about 30 percent above inflation, while end strength has only
grown by 3 percent. So this budget contains a road map to try to
address those costs in military pay and health care and retirement
in ways that we believe are fair, transparent, and consistent with
our fundamental commitments to our people.

On military pay, there are no pay cuts. We've created sufficient
room to allow full pay raises in 2013 and 2014. However, we will
provide more limited pay raises beginning in 2015, giving troops
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?nd their families fair notice and lead time before changes take ef-
ect.

The budget devotes about 48, almost $50 billion to health care
costs. It’s a big part of our budget, an amount that has more than
doubled over the last decade. In order to continue to control the
growth of these costs, we're recommending increases in health care
fees, in copays and deductibles that are to be phased in from four
to five years. None of these fee proposals would apply to active
duty service members and there will be no increases in health care
premiums for families of active duty service members under this
proposal.

We also feel that it’s important to address the military retire-
ment costs as well. What we urge is the establishment of a commis-
sion with authority to conduct a comprehensive review of military
retirement. But we have made clear, the President and the Depart-
ment, that the retirement benefits of those who currently serve
should be protected by grandfathering their benefits.

Members of the committee, putting this together, this kind of
balanced package, has been difficult, and at the same time it has
been an opportunity to try to think about what force do we need
now and what force do we need in the future. I believe we, the
service chiefs, the combatant commanders, have developed a com-
plete package to try to address our threats for the future and to
try to ensure that we achieve our strategic aims.

As a result, the fiscal year 2013 request is balanced, it keeps
America safe, and we think it sustains U.S. leadership abroad.
Please take a look at each of the individual parts of this plan. I
encourage you to review this entire budget. This has to be a part-
nership. But I ask you also to bear in mind the strategic tradeoffs
that are inherent in any particular budget decision. This is a zero
sum game. There is no free money here. The need to balance com-
peting strategic objectives is taking place in a resource-constrained
environment. We’ll need your support and partnership to imple-
ment this vision of the future military.

I know these are tough issues. This is the beginning, it’s not the
end of this process. But make no mistake, the savings that we are
proposing are significant and broad-based and will impact on all 50
States. But this is what Congress mandated on a bipartisan basis,
that we reduce the defense budget by almost half a trillion dollars.
We need your partnership to do this in a manner that preserves
the strongest military in the world. This will be a test for all of us
of whether reducing the deficit is about talk or about action.

Let me be clear. Let me be clear. You can’t take a half a trillion
dollars out of the defense budget and not incur additional risks. We
believe they are acceptable risks, but there are risks. We’re going
to have a smaller force. We'll depend on the speed of mobilization.
We've got to depend on ingenuity in terms of new technologies for
the future. And very frankly, when you go through this there is no
margin for error.

This is why Congress must do everything possible to make sure
that we avoid sequestration. We are more than prepared to work
with the Congress to try to develop an approach that will de-trigger
sequestration. This approach would subject the Department to an-
other $500 billion in additional cuts that would be required to take
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place in a meat axe approach. We are convinced that it would re-
sult in hollowing out the force and inflicting severe damage to our
national defense.

So the leadership of this Department, both military and civilian,
is unified behind the strategy we’ve presented, behind this budget,
and behind the need to avoid sequestration.

I look forward to working closely with you in the months ahead.
This is going to be a tough challenge, but it’s what the American
people expect of its elected leaders, to be fiscally responsible in de-
veloping the force for the future, the force that can defend the
country, the force that supports our men and women in uniform,
and a force that is and always will be the strongest military in the
world.

Thank you, Mr. Chairman.

[The prepared statement of Secretary Panetta follows:]

Chairman LEVIN. Thank you, Secretary Panetta.

General Dempsey.

STATEMENT OF GEN MARTIN E. DEMPSEY, USA, CHAIRMAN,
JOINT CHIEFS OF STAFF

General DEMPSEY. Thank you, Chairman Levin, Senator McCain,
distinguished members of the committee. Thank you, as always, for
this opportunity to discuss the President’s defense budget proposal
for fiscal year 2013. This budget represents a responsible invest-
ment in our Nation’s security. At its core, it is an investment in
people, the sons and daughters of America who serve this Nation
in our military. Allow me to open with a few words about them and
what they have accomplished.

The last 10 years of war have been among the most challenging
in our Nation’s military history. Through it all, the joint force has
persevered and it has prevailed. Our families have stood with us
deployment after deployment after deployment and so have you.
Together we have fulfilled our solemn vow to protect and defend
America, her citizens, and her interests.

As I sit with you today, our service men and women remain glob-
ally engaged. They are deterring aggression, developing partners,
delivering aid, and defeating our enemies. They stand ready,
strong, and swift in every domain, every day.

I had the privilege to be with a few of them while traveling to
Afghanistan and Egypt this past week. As always, I witnessed ex-
traordinary courage and skill—in the young soldiers just off patrol
in the deep snows of the Hindu Kush, in the men and women of
the NATO training mission managing the development of the Af-
ghan National Security Forces, and the brave and vigilant Marine
security detachment in our embassy in Cairo, and in the superb
junior airmen who flew us to the right place at the right time.

They exemplify a professional military with a reliable record of
performance. In just the past year, for example, we further crippled
Al-Qaeda. We helped protect the Libyan people from near-certain
slaughter, while affirming NATO’s important role beyond the bor-
ders of Europe. We brought to a close more than 20 years of mili-
tary operations in and over Iraq and, like we did in Iraq, we are
steadily transitioning responsibility for security onto Afghan shoul-
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ders. We also helped Japan recover from a perfect storm of tragedy
and destruction.

And of course, these were just the most visible accomplishments.
Behind the scenes and beneath the surface, we defended against
cyber threats, sustained our nuclear deterrent posture, and worked
with allies and partners to build capacity and to prevent conflict
across the globe. We continue to provide this Nation with a wide
range of options for dealing with the security challenges that con-
front us.

An increasingly competitive and uncertain security environment
demands that we be alert, responsive, adaptive, and dominant.
This budget helps us do that. It’s informed by a real strategy that
makes real choices. It maintains our military’s decisive edge and
our global leadership. Moreover, it ensures we keep faith with the
true source of our military strength, and that is our people.

With this in mind, allow me to add a few additional comments
to those of the Secretary. First, this budget should be considered
holistically. I caution against viewing its programs in isolation be-
cause it represents a comprehensive and carefully devised set of de-
cisions. It achieves balance among force structure, modernization,
pay, and benefits. Changes that are not informed by this context
risk upending the balance and compromising the force.

Second, this budget represents a way point, not an end point, in
the development of the joint force we will need for 2020 and be-
yond. It puts us on a path to restore versatility at an affordable
cost. Specialized capabilities, once on the margins, become more
central, even while we retain conventional overmatch. It builds a
global and networked joint force that is ably led and always ready.

Third, this budget honors commitments made to our military
families. It does keep faith with them. There are no freezes or re-
ductions in pay. There’s no lessening in the quality of health care
received by our active duty service members and medically wound-
ed veterans.

That said, we cannot ignore the increasing costs of pay and bene-
fits. To manage costs, we need pragmatic reform. All of this can be
done in a way that preserves our ability to recruit and retain
Americans’ talented youth.

Finally, all strategies and the budgets to resource them carry
risk. This one is no different. In my judgment, the risk lies not in
what we can do, but in how much we can do and how often we can
do it. This budget helps buy down that risk by investing in our peo-
ple and in the joint capabilities they most need.

To close, thank you. Thank you for keeping our military strong.
Thank you for taking care of our military family, for supporting
those who served and who have served and who will serve. I know
you share my pride in them. I look forward to your questions.

[The prepared statement of General Dempsey follows:]

Chairman LEVIN. Thank you so much, General.

Mr. Hale?

Mr. HALE. No.

Chairman LEVIN. Okay, let’s have a seven-minute round. I doubt
that we’ll get to a second round, but if there is any time after our
first round, because I expect a good turnout, we will try a very
short second round.
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General Dempsey, let me start with you. Do you and each of the
joint chiefs of staff, first of all, fully support the new strategic guid-
ance?

General DEMPSEY. Yes, Senator, we do.

Chairman LEVIN. Do you and each of the joint chiefs of staff fully
support the President’s fiscal year 2013 budget request?

General DEMPSEY. Yes, Senator, we do.

Chairman LEVIN. Now, can you tell us why?

General DEMPSEY. Because we addressed it in the order in which
you just presented it. Faced with the reality of a new fiscal envi-
ronment, we take a look—we took a look at our strategy and we
made what we thought were important adjustments to it, not just
based on the new fiscal reality, but also based on the lessons of ten
years of war and where we thought the security environment would
take us in the out years.

As you know, I'm an advocate of looking beyond this particular
budget submission, out to 2020, and we did that, with not only the
service chiefs, but also with the combatant commanders. Then,
having decided on what adjustments to make to our strategy, we
built a budget to support it.

So for that reason we support it.

Chairman LEVIN. General, you made reference to the risks that
are increased when there are budget reductions. Would you expand
on that, as you did in your prepared testimony, as to whether those
risks are acceptable and why?

General DEMPSEY. Well, as I said, Senator, every strategy incurs
risks because there’s never—at least I've never in my 38 years ex-
perienced any strategy that was completely unconstrained. So I
think it’s important to note that there’s always risk in every strat-
egy and in every budget to support it.

There’s two kinds of risk we deal with. One is risk to our mis-
sions: Can we accomplish the tasks given to us by the national
command authority for freedom of access, to defeat our enemies, to
deter aggression? Then the other is risk to force, which gets at a
phrase that would be familiar to you in terms of OPTEMPO: How
much can we ask of the All-Volunteer Force in terms of its deploy-
ments and redeployments and redeployments?

In both cases, we assess the risk to mission and the risk to force.
And we have found that there are portions of our capabilities that
are more stressed. Again, that’s not anything new to us. What
we've been doing now for the past month and will continue to do
is to look for ways to mitigate those risks.

But we’re very confident, because we’ve worked this collabo-
ratively, that we can mitigate risks by adapting lessons from the
last ten years of war, new emerging capabilities. I've mentioned
two notable ones to you in the past, special operating forces and
cyber. The integration of all those and the interdependence of the
joint force is what allows us to mitigate the risk to our op plans
and to do so at a sustainable rate.

But there are risks, because there is always uncertainty in the
future.

Chairman LEVIN. Now to both of you: The overseas contingency
operations, or OCO, funding level of $88.4 billion is based on the
assumption that there will be 68,000 U.S. troops in Afghanistan for
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all of fiscal year 2013. Again, you reiterate that, Secretary Panetta,
in your opening statement. Now, that assumes that there will be
no further drawdown of U.S. forces from Afghanistan during the 12
months after the 33,000 U.S. surge forces are withdrawn by the
summer of this year. That’s what the budget assumes.

But last June, when the President announced the plans for the
drawdown of the U.S. surge forces, he also said that after reduction
of those surge forces, “Our troops will continue to come home at a
steady pace, as Afghan security forces move into the lead.”

First, General Dempsey, are we on track to complete the with-
drawal of the 33,000 U.S. surge force you this summer?

General DEMPSEY. Yes, sir, we are. If I could just elaborate a bit,
General Allen’s already reduced the force by 10,000. I don’t yet
have his plan for the reduction of the additional 23, but in a visit
with him last week he assured me that he would have that plan
to us by about the 1st of April.

Chairman LEVIN. Do you continue to support the President’s de-
cision to withdraw the U.S. surge force by the end of the summer?

General DEMPSEY. I do and will continue to do so, unless General
Allen comes back in to me and tells me we’re incurring too much
risk. But my own personal observation at this point is yes.

Chairman LEVIN. Secretary Panetta, how do you square the fis-
cal year 2013 OCO funding assumption that the troop level of
68,000 will remain in Afghanistan through fiscal year 2013 with
the President’s statement that U.S. troops will continue to draw
down after this summer “at a steady pace as Afghan security forces
assume the lead for security”?

Secretary PANETTA. Mr. Chairman, as the President stated, we’ll
continue that process. But at this point no decisions have been
made as to how that will take place, because we’re focusing, obvi-
ously, on the drawdown of the surge. The number that we have
there is, frankly, a target number in order to support the OCO
funding that we would need for the future.

Chairman LEVIN. Will the decision be made as to when reduc-
tions will be made from the 68,000 level—and that level, again, is
going to be reached by the end of this summer. When will that de-
cision be made on further reductions after the 68,000 level is
achieved?

Secretary PANETTA. I think the target right now is obviously to
focus on the reduction of the surge. As General Dempsey pointed
out, we haven’t received the plan from General Allen as to how
we’ll complete the reduction of 23,000. Once we’ve done that and
we've learned the lessons from that, I think then we would apply
it to deciding the next steps with regards to further reductions.

Chairman LEVIN. And that will be done by the end of the sum-
mer as currently contemplated.

Secretary PANETTA. Right.

Chairman LEVIN. So when would the next decision be made on
reductions beyond the surge reductions?

Secretary PANETTA. I suspect we’ll begin that discussion process
in the latter part of this year.

Chairman LEVIN. Begin it or make a decision by the end of the
year?
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Secretary PANETTA. I assume we’ll begin it, and if we’re fortunate
we’ll be able to make that decision. But the first thing is to discuss
the lessons that we've learned and what we should apply and what
level of force are we going to need for 2013.

Chairman LEVIN. Do you assume there will be further reductions
beyond the 68,000 during fiscal year 2013?

Secretary PANETTA. Well, again, no decisions have been made—

Chairman LEVIN. You assume that there will be. If all of the
forces are going to be—

Secretary PANETTA. I assume that, in line with what the Presi-
dent said, we’ll continue to make transitions downward.

Chairman LEVIN. And would there be savings then from any ad-
ditional reductions below 68,000?

Secretary PANETTA. Will there be savings? Of course. Whatever
we decide to do, it will achieve some savings.

Chairman LEVIN. Senator McCain.

Senator MCCAIN. I thank the witnesses again.

General Dempsey, were you asked by the administration to per-
form a risk assessment to our national security interests as a re-
sult of these cuts?

General DEMPSEY. I have been asked and it’s also codified in the
National Defense Authorization Act that I perform a Chairman’s
risk assessment annually.

Senator MCCAIN. And is that forthcoming?

General DEMPSEY. I have completed it. The Department has it.
And as you know, they are also—they are required to submit with
it a risk mitigation strategy.

S?enator McCAIN. So we have not received your risk assessment
yet?

General DEMPSEY. You have not, sir.

Senator MCCAIN. I want to return just for a second. Secretary
Panetta, you again talk about the cataclysmic effects of sequestra-
tion. We are in total agreement. I hope in your meetings with the
President that you will urge him to sit down with us and see if
there are ways that we can avoid the effects of this.

Have you made any plans yet to comply with the effects of se-
questration in 2013?

General DEMPSEY. No, we haven’t.

Senator MCcCAIN. In your view, Secretary Panetta, is Iraq a sta-
ble and self-reliant nation?

Secretary PANETTA. Iraq is a nation that has the capability to
govern and secure itself. Does it continue to face risks in that proc-
gss? Does it continue to face challenges in that process? It certainly

oes.

Senator MCCAIN. Do we still have U.S. military forces operating
in Iraq?

Secretary PANETTA. We have a small number that are assigned
there, approximately, I believe the number we’re looking at is
about 600 military and civilians that are assigned to the security
operation there.

Senator MCCAIN. General Dempsey, would you—I know you just
returned from Egypt. All Americans are concerned about the events
there concerning Americans who have had to move to the U.S. em-
bassy in order to preserve their safety and security. We realize the
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absolute criticality of our relationship with Egypt and the role that
Egypt plays in the Middle East. What advice, what recommenda-
tion, do you have as to how the United States should be, our gov-
ernment, should be handling this very, very tough situation?

General DEMPSEY. Senator, I had planned this trip to Egypt be-
fore the nongovernmental organization crisis, and it is a crisis, oc-
curred. So when I met with Field Marshal Tentawi, General
Annan, and General Mwafi, the key leaders with whom we interact
and have interacted, as you know, for decades, I explained to them
that I was coming there to talk to them about our mil-to-mil rela-
tionship, about Syria, about Lebanon, about the Sinai, but that I
couldn’t do that because we had this issue that was an impediment
to that. And I spent about a day and a half in conversation with
them, encouraging them in the strongest possible terms to resolve
this so that our mil-to-mil relationship could continue.

But I'd like to—

Senator MCCAIN. And the result of those conversations?

General DEMPSEY. I am convinced that potentially they were un-
derestimating the impact of this on our relationship. When I left
there, there was no doubt that they understand they understood
the seriousness of it.

But I'd like to add, Senator, I know of the amendment that’s
being proposed to break our military relationship and cut off all
aid, and I think my personal military judgment is that would be
a mistake.

Senator MCCAIN. I want to assure you that we are discussing
that and ways to certainly avoid that action at this time. But I
hope you explain to the rulers, who are the military and leftovers
from the Mubarak regime, that this situation is really not accept-
able to the American people. Our relationship with Egypt is vital,
but the fact is that the welfare of our citizens are even more vital.

General DEMPSEY. We completely agree, sir, and I did make that
clear.

Senator MCCAIN. General, would you think it’s a good idea to
trade five high-ranking Taliban as a, quote, “confidence-building
measure” to move the negotiations with the Taliban forward?

General DEMPSEY. I don’t—1I have some issues with the reconcili-
ation, but generally speaking I'm in support of reconciliation. But
I am concerned about our ability to maintain vigilance and control
of those individuals. So I am supportive of reconciliation.

Senator MCCAIN. I don’t know of any living person who isn’t.

General DEMPSEY. Well, I join that group.

Senator McCAIN. Does that mean that—does that mean that you
at this particular moment in time would support the trade or the
release to Qatar, understanding that under very loose security con-
ditions, would be advisable at this time?

General DEMPSEY. As you know, sir, the Secretary has some cer-
tification requirements by law, and I'm supportive of the Secretary
of Defense’s approach to that and supportive of his effort to ensure
we have those certifications.

Senator MCCAIN. Well, again I ask, with respect, for your opinion
as to whether you think it’s a good idea or not at this time?

General DEMPSEY. Yes, I do.
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Senator MCCAIN. And you agree that it’s a good idea, Secretary
Panetta?

Secretary PANETTA. Well, absolutely no decisions have been made
along this line. I can tell you this, that, based on the law that’s
passed by the Congress, I have to certify that anybody who leaves
Guantanamo cannot wind up going back to the enemy, and I've got
to be convinced that those kinds of protections are in place before
I certify that anything like that happens.

Senator MCCAIN. Even though it—go ahead; I'm sorry.

Secretary PANETTA. Pardon me?

Senator MCCAIN. Finish. I'm sorry.

Secretary PANETTA. I am—I have made very clear that unless I
am convinced that in this kind of situation those steps are taken
to ensure that these individuals do not wind up going back to the
battlefield, I'm not going to certify that kind of transfer.

Senator MCCAIN. Even though approximately a quarter of those
who have been released in the past have gone back into the fight.

How do you—what is the progress of our negotiations with the
Afghan government, President Karzai, on a long-term security
agreement, which we failed to reach in Iraq? What are the pros-
pects of that and what are you expecting, and can you give us a
time frame?

Secretary PANETTA. We are continuing to work with President
Karzai and our counterparts in Afghanistan to try to develop and
agree on a strategic agreement. As you know, there are two areas
that we still have difficulties with, one of which involves the trans-
fer of detention facilities. The other involves night-time raids. We
continue to try to see if we can work out some kind of compromise
on those issues.

As far as the basic agreement, I think most of that elements,
frankly, are in place. So I'm confident that, hopefully within the
next few weeks, we'll be able to reach some kind of agreement.

Senator MCCAIN. I thank you. I thank the witnesses. I would just
add a comment. General, when the enemy thinks youre leaving,
it’s very unlikely in my study of history that theyre ready to make
an agreement, and they certainly have that impression throughout
that part of the world.

I thank you, Mr. Chairman.

Chairman LEVIN. Thank you, Senator McCain.

Senator Lieberman.

Senator LIEBERMAN. Thanks, Mr. Chairman.

Mr. Secretary, General Dempsey, Mr. Hale, good morning and
thank you for your service and your testimony.

As I look at the budget that’s been submitted and I hear your
testimony today, it seems to me that in this budget the U.S. mili-
tary and our national security are being asked to pay the price for
the fiscal responsibility of our government over the last decade.
The budget that you've submitted to us certainly in its bottom line
is one that you were mandated to submit by the Budget Control
Act that Congress adopted and the President signed last summer.
But I must say as one member of this committee, one member of
the U.S. Senate, that as I look at what you have had to do to meet
the bottom line requirements of the Budget Control Act, it is in my
opinion—it represents in my opinion unacceptable risk to our na-
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tional security, without proportionate changes in the threats that
we face around the world.

This budget for the coming fiscal year would represent an 8 per-
cent reduction in spending beneath what was planned in the 5-year
defense plan for the coming year, a 9 percent reduction for the 5
years. It, as we've discussed, would require the reduction of our
Army and Marines by 125,000 personnel. It would call for the ter-
mination or delay of several in my opinion critical defense equip-
ment systems.

It’s hard for me to conclude that there’s any reason you would
make such a recommendation other than the fact that you're re-
quired by law to do it. In other words, what drives this presen-
tation is the budgetary pressure, as I said, the accumulated weight
of the fiscal irresponsibility of our government over the last decade,
and the specific requirement of the Budget Control Act, not the
threat environment in the world.

As, Mr. Secretary, you said, and I agree, this morning: “The
United States still faces a complex array of security challenges
across the globe. We're still a Nation at war in Afghanistan. We
still face threats from terrorism. There’s dangerous proliferation of
lethal weapons and materials. The behavior of Iran and North
Korea threaten global stability. There’s continuing turmoil and un-
rest in the Middle East. Rising powers in Asia are testing inter-
national relationships and there are growing concerns about cyber
intrusions and attacks.” End of quote from you, Mr. Secretary, this
morning.

I agree with all that, and I think in that context my conclusion,
I state again, is that there’s always risk, but that the risk involved
in this budget is unacceptable. Therefore, I believe that we have to
have the political courage both in facing the budget for fiscal year
2013 and the threat of sequestration to work together across party
lines and with the President and the administration to reduce the
impact of these proposed cuts. And we've got to do it responsibly.

We've either got to find savings elsewhere or we’ve got to have
the political guts to raise revenues to pay for an adequate defense,
to in my opinion fulfill our constitutional responsibility to provide
for the common defense.

You have complied with the Budget Control Act in making this
budget recommendation to us, but in my opinion if we accept it
we're not fulfilling our responsibility under the Constitution to pro-
vide for the common defense. So I hope we can work together to
essentially alter what we required you to do in the Budget Control
Act and to do it in a fiscally responsible way.

There is risk here and I appreciate, General Dempsey, that in re-
sponse to Senator McCain’s question, you said that you’d be pre-
paring a risk assessment, a Chairman’s risk assessment, for us.
The defense strategic guidance that the Department did, issued in
January, really is the equivalent of a follow-on to a quadrennial de-
fense review. In the quadrennial defense review, of course, we re-
quire a Chairman’s risk assessment.

I hope, Mr. Chairman, Senator McCain, that we don’t act on this
request and that the Appropriations Committees don’t act on a
budget request for the Department of Defense, before we get your
risk assessment, because I think it’s that important.
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But for now, since, Secretary, you said quite directly, with the di-
rectness that we’ve come to expect of you, that there is risk here,
inevitably. You can’t cut this much money out of the defense budg-
et without risk. So I wanted to ask you and General Dempsey in
advance of the formal report, what are the two or three top risks
that you are concerned about that this budget places on our mili-
tary and on our national strategic?

Secretary PANETTA. Senator, first of all, 'm abiding by the law,
the law that was passed by Congress that required the reductions
that we’ve proposed. And I think, just to your comment, we have
tried to step up to the plate and do our duty here. I think in weigh-
ing how you address this issue, you’ve also got to take into consid-
eration the national security threat that comes from the huge defi-
cits and the huge debt that we’re running. We're running a debt
now that’s comparable to our GDP. At some point, the Congress
and the President have to address that larger issue. What I'm
doing here is basically doing my part, as dictated by the Congress.

With regards to the threats, as I said, you can’t take a half a tril-
lion dollars out of the defense budget and not incur some risks. The
main concerns that I see are that we are going to have a smaller
force, and when you have a smaller force the ability to move that
force where you have to is not going to be as easy as it would be
with a larger force, the ability to move quickly, to be agile, to be
able to deploy them. I think we can do it under the plan we’ve pre-
sented, but it clearly is an additional risk.

The risk of mobilizing if we face a serious crisis and we have the
need to mobilize, our ability to mobilize quickly, to pull the force
together, as we had to do, frankly, after 9-11, our ability to be able
to do that and respond quickly and be able to deploy that force in-
volves some risks. I think we’ve designed the way to do that by
keeping a strong Guard and a strong Reserve, but nevertheless
that’s an additional risk.

The risk of—we depend an awful lot on technology here. I think
technology is very important, but our ability to develop that tech-
nology, to make sure that it works, to make sure that we have that
leap-ahead capability, is something that involves some risks.

Lastly, as I said, when you shave the budget by a half a trillion
dollars it leaves very little margin of error.

Senator LIEBERMAN. Right.

Secretary PANETTA. And that I think is probably the biggest risk
of all.

General DEMPSEY. If I have time, Senator, I'd like to respond, be-
cause I will preview my risk assessment for you. I did not assess
unacceptable risk in my assessment, and I don’t believe this budget
incurs unacceptable risk. I will tell you that I am prepared to say
that sequestration would pose unacceptable risk, and here’s why,
it’s important to note.

It’s pretty clear. There’s physics involved. In this budget we have
decided to off-ramp a certain number of service men and women,
and we've about maxed out our ability to do that with the proper
dignity and respect to the force. So 10, 15,000 a year is about as
many as you can ask to leave and still have enough influence on
how they do that.
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That’s kind of maxed out right now. It’s pretty clear to me that
we're going to have some challenges with infrastructure and
changes to it, whether this committee and others agree with our
recommendation for BRAC. So if we fix those two variables in se-
questration, I can’t get rid of soldiers, sailors—not get rid of, but
I can’t ask soldiers, sailors, airmen, and marines to leave quicker
than they’re going to leave, and I can’t touch infrastructure—se-
questration leaves me three places to go to find the additional
money: operations, maintenance, and training. That’s the definition
of a hollow force.

Senator LIEBERMAN. Well, I thank you both for your answers.
They’re helpful to me. With all respect, I consider this budget to
represent unacceptable risk to our national strategic, and I hope
members of this committee across party lines will work together to
reduce that risk in a fiscally responsible way.

Thanks, Mr. Chairman.

Chairman LEVIN. Thank you, Senator Lieberman.

Senator Inhofe.

Senator INHOFE. Thank you, Mr. Chairman.

Let me just I guess get on the record, Secretary Panetta, that
there will be some of us at this table, and I'd be one of them, that
would be opposing another BRAC round, really for two reasons:
one, that you—I think we’ve reduced our force, our capability, to
an unacceptable level, and to bring our infrastructure down to meet
what I consider to be as a member of this committee an unaccept-
able level I think is something I would not want to do.

Then the second thing is, the problem we’re facing right now is
really an immediate problem. Everything is on fire. We're trying to
put out the biggest fires. 'm going from memory now, but as I re-
call, all these BRAC rounds—and I've been here since the very first
one—you lose money in the first five years. So it’s not going to real-
ly gain anything in terms of that. So there’s going to be opposition
up here.

Secretary Panetta, I saw you on Sixty Minutes and I didn’t envy
you when you had to answer the question, to stop and think about
how many, how many combat operations there are, and you started
counting on your fingers. So it is something that we’ve been talking
about here. It is something very serious.

But when you talk about the budget, I just want to get in here,
so that—mow that we have the President’s new budget, we keep
hearing about inheriting deficits and all of this. During the eight
years of Bush, and these are OMB’s figures, it was right at $2 tril-
lion. This President in his budget that he’s proposed is $5.3 trillion
in just four years. So obviously you’re talking about just a huge
amount of money.

I saw in this morning’s Washington Post they’re talking about
everything is growing in government, except—there it is—the mili-
tary. And I agree with the statements of the two previous speakers,
that this is supposed to be our number one concern up here, de-
fending our country.

So anyway, I just would like to not press the thing. It’s already
been talked about enough on risk. But I only ask the question:
When you actually meet with the Chairman and you come up with
your risk assessment, when did you say that would be?
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Secretary PANETTA. I anticipate it will be over here by the end
of the month.

Senator INHOFE. Okay.

One of the commands that doesn’t get a lot of attention is
AFRICOM, and we remember that was divided into three com-
mands. I think everyone in this room knows that we have done the
right thing. However, I kind of look at it as the forgotten command.
It doesn’t seem to get the attention.

One of the things about AFRICOM is it gets its resources from
the U.S. special forces that are in Europe, and right now, excepting
the fact that as the pressure gets on in the Middle East, a lot of
the terrorism, the potential terrorism, is going down through
Djibouti and the Horn of Africa and spreading out there, so one of
the great things that’s happening with AFRICOM is the special
forces are training the Africans.

The number breaks down to about one special force guy or gal
is going to be responsible for 100 forces. I've seen this down there.
I know it’s happening. So the question I'd ask you, do you think
there are impacts by moving out of the EUCOM some of the special
forces insofar as Africa is concerned?

Secretary PANETTA. First, I agree with you on the benefits of
having an Africa Command focused on those issues in that con-
tinent, on that continent. Actually, we source our requirements into
Africa and elsewhere through a global force management process.
So it tends to be that European SOF have a particular habitual re-
lationship, but there could be special operating forces and, for that
matter, general purpose forces employed in Africa.

We move the force around where it’s needed. So I don’t think the
issue you described there with EUCOM will have any effect on Af-
rica.

Senator INHOFE. I'm glad to hear that. I appreciate that.

This is an issue that no one’s talked about yet and I don’t know
why I've been so close to it, but one of the—a good friend of mine
Chris Horton was killed over there. In fact, I was supposed to be
meeting with him in Afghanistan a month later, and of course he
was killed. His wife, Jane Horton, has worked for me and we’ve be-
i:ome very sensitive to the redacted investigation reports to fami-
ies.

I've talked to General Odierno about this. We’ve made progress
in this. But I'm hoping that you will help us continue with that,
because we have some of them—in the case of one of them, it went
all the way from May of 2010 until just about a week ago. I'd like
to have some special attention given to that issue. The families of
Specialist Vacari and Second Lieutenant Ewy were killed in July
2011 and I think they should have their reports. So we're making
progress, but I'm hoping that that’s something that, with all these
problems we’re dealing with, that you’ll be aware of and want to
be of some help in.

General DEMPSEY. Could I just respond briefly, Senator?

Senator INHOFE. Yes.

General DEMPSEY. I'm very aware of that, and in fact, as you re-
call, I was at Specialist Horton’s funeral with you. I just want to
make two points. One is, this is the first conflict in which we’ve
done a collateral investigation on every death, the first time in the
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history of warfare. And we’ve learned the hard way, it’s very re-
source intensive and it’s important to get it right.

The time line on which these investigations are provided to fami-
lies has been gradually improving and is the same, it’s important
to note, for Active, Guard, and Reserve. So it’s not that the active
families get the investigation done faster than the Guard and Re-
serve. It’s just a very challenging task, one which we’re addressing.

Senator INHOFE. Yes, I understand that. We went back and
che}fked between the active and the regular component and that’s
right.

My question actually is meant to be a compliment, because we're
making great progress on that.

General DEMPSEY. Well, then I withdraw my comments. [Laugh-
ter.]

Senator INHOFE. In looking at the reset, we’re going to be looking
at a real problem after having gone through this for 12 years, and
it’s going to be—my concern is that it comes from the right sources,
that it’s not going to come from the base budget. Is it your inten-
tion to have this come from the OCO when this time is before us?
Do you think it will have a deteriorating effect on the base budget,
on the reset, the cost of reset?

General DEMPSEY. That’s exactly why the OCO bill tends to be
as high as it is, because we're not just looking at the cost of current
operating forces. It’s the recapitalization challenge we face beyond
that. Is that a fair statement, Bob?

Mr. HALE. Yes.

Senator INHOFE. The last thing, because my time has expired,
but I want to—I had occasion to go down to Fort Worth and see
the progress, what’s happening right now with the F-35. There
have been a lot of delays and I would just hope that we have a
commitment from the two of you to progress on that program, be-
cause that’s a very needed platform that we will be pursuing.

Secretary PANETTA. Senator, we need a fifth generation fighter.
The F-35 represents that fifth generation fighter. We’re committed
to it. We just want to make sure it’s done right.

Senator INHOFE. Thank you.

Chairman LEVIN. Thank you, Senator Inhofe.

Senator Reed.

Senator REED. Thank you very much, Mr. Chairman.

Thank you, Mr. Secretary, General Dempsey, Mr. Hale. We've
talked a lot, and I think appropriately so, about the risks to the
national security of the United States. But those risks are miti-
gated, not simply by what’s done in the Department of Defense
budget; it’s also mitigated by what’s done in the State Department
budget, the Homeland Security budget, TSA, the FBI, a whole host
of agencies that contribute directly and indirectly to the national
security of the United States.

We've talked about the sequester, but to simply sort of shift
those costs in a potential sequester without additional revenue,
strictly do it by cutting more, will invariably catch the FBI, Home-
land Security, TSA, contracting, and other functions that might not
be in the purview of the Department of Defense, but significantly
contribute to the risk that we run as a Nation. Is that an accurate
perception, Mr. Secretary?
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Secretary PANETTA. Oh, absolutely. I think—I think, Senator, na-
tional security is dependent on all of the things you just cited, but
frankly it’s dependent on more. You know, we're talking about se-
quester on defense, but sequester also takes place on the domestic
side of the budget. Very frankly, our national security is dependent
not just on the national defense side of that ledger; it’s dependent
on the quality of life that we provide for our citizens. So all of that
could be impacted through sequester.

Senator REED. One other aspect of this whole debate, as has been
pointed out, has been, particularly with respect to those platforms
that you've decided are not affordable at this juncture. But I would
presume—and, General Dempsey, you might comment—that one of
your calculations is not just the number of platforms, but the capa-
bility of platforms. As you've made—particularly when it comes to
both aviation platforms and ships, that you and your colleagues
have made careful calculations about increased capabilities with
those remaining ships versus what you'd have to do with the—and
airplanes; is that accurate?

General DEMPSEY. It is accurate, Senator. We mapped the budget
decisions to the strategies. Fundamentally, are we going to deliver
the strategy we’ve described, given the decisions we’re about to
make?

As we've talked for years, we are moving toward platforms that
are both more capable, but also multi-role. So for example, the A—
10, which is an exclusively—and by the way, the uniform I wear,
I'm a huge advocate of the A-10, the Warthog, because it provides
close air support. But we’re at a point where we think it’s prudent
to force ourselves into a more multi-role capability in that regard.

So we did, we mapped the decisions to the strategy.

Senator REED. Thank you very much.

One of the other aspects that’s been brought up, and I think it
goes to my initial question about the broader scope of national se-
curity, is that proactive engagement. I think one of the lessons of
the last few years, proactive engagement is very helpful to us. Had
we been more engaged in some countries, we might have mitigated
the dangers we faced in the last decade.

When you talk about your meeting in Egypt, when you talk
about your multiple meetings in Pakistan, when you talk about—
a lot of that is, one might argue, just as critical to national secu-
rity, but is not measured in terms of brigades or lift, airlift,
etcetera. It goes also to the issue of special forces, not so much in
their counterterrorism mission, but in their training and their col-
laboration mission.

Can you comment on, General Dempsey, on how this budget will
encourage proactive engagement at every level?

General DEMPSEY. We've accepted as a core competency of all the
services building partner capacity. So when you have a chance to
have Ray Odierno in here, for example, he’ll talk about his desire
to meet our strategy by taking general purpose forces who have
been completely consumed in Afghanistan and who will be less con-
sumed now and applying them in that role, a regionally aligned
brigade, for example. So AFRICOM has a U.S. Army brigade in the
R4Gen readiness cycle that can deploy in any number of ways, as
headquarters, or it can send teams, it can reorganize itself, to go
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and engage nations in the particular combatant where it might be
needed.

So I think this budget does that and it is one of the ways that
we are mitigating risk, as you suggest.

Senator REED. Mr. Secretary, you suggested and I think you said
that one of the fastest growing areas of cost in your budget is per-
sonnel costs, particularly health care costs. You're looking at a very
tight budget this year. I think even if we’re able to settle some of
our political fights up here, the idea of the defense growing at the
rate it grew over the last decade is not within anyone’s purview.

At some point, if you don’t take effective steps with respect to
personnel costs, it becomes so big, in my view, that it eats into
what is the great risk General Dempsey sees in sequestration: it
all comes out of operations, maintenance, and training, and sud-
denly you have a force that is there, but it’s not capable.

Do you have a notion of sort of how much time we have left be-
fore this, these uncontrolled, unless we take steps, these costs eat
up all of the operations and maintenance?

Secretary PANETTA. Well, as I mentioned, this is an area of the
budget that’s grown by 90 percent, and it consumes now close to
half of the defense budget. Right, Bob?

Mr. HALE. About a third.

Chairman LEVIN. About a third, about a third of the defense
budget is in the compensation area. The problem is at that rate of
growth that’s going on, it’s moving more and more into these other
key areas of the defense budget and crowding them out. So if com-
pensation is not touched, if we don’t control the costs of growth in
the compensation area, what it means is that we’re going to have
to take it out of force structure, we’re going to have to take it out
of training, we're going to have to take it out of other systems, and
it’s going to mean that ultimately we won’t have a balanced ap-
proach to dealing with the defense savings that we need to deal
with.

So even in talking with members, in talking with the generals,
in talking with the chiefs, they acknowledge that, as tough as this
is—and it is tough, because it affects, obviously, troops and their
families and retirees—but if we don’t begin the process of devel-
oping some kind of cost control in the out years and limiting the
growth that’s taking place, then we’re going to pay a very high
price within the next few years.

Senator REED. Is that your conclusion, General Dempsey?

General DEMPSEY. Senator, it is. You know, we talk a lot about
keeping faith and oftentimes that’s equated to how many dollars
we're putting in a soldier’s, sailor’s, airman or marine’s pocket. But
it’s a lot more than that. Keeping faith is making sure they’re the
best trained, best equipped, force on the planet. To do that, we've
got to balance the budget against all of the various levers we have
to pull.

Senator REED. Thank you, gentlemen.

Chairman LEVIN. Thank you, Senator Reed.

Senator Wicker.

Senator WICKER. Thank you very much, Mr. Chairman, and I
want to thank both of our witnesses for their service.
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Secretary Panetta, I want to ask you about the David Ignatius
article from February 2. Let me just read the way it begins: “De-
fense Secretary Leon Panetta has a lot on his mind these days,
from cutting the defense budget to managing the drawdown of U.S.
forces in Afghanistan. But his biggest worry is the growing possi-
bility that Israel will attack Iran over the next few months. Pa-
netta believes there is a strong likelihood that Israel will strike
Iran in April, May, or June, before Iran enters what Israelis de-
f)crili;e as a ’'zone of immunity” to commence building a nuclear

omb.”

Mr. Secretary, did Mr. Ignatius accurately characterize your view
and would you like to comment on that?

Secretary PANETTA. No, I usually don’t comment on columnists’
ideas about what I'm thinking. It’s usually, it’s a dangerous game
to get into.

But let me just express my thoughts, that Iran is of great con-
cern. We have common cause with Israel, we have common cause
with the international community with regards to the concerns
about Iran. We have made very clear that they are not to develop
a nuclear weapon. We have made very clear that they are not to
close the Straits of Hormuz. We’ve also made very clear that they
are not to export terrorism and try to undermine other govern-
ments.

Those are areas that concern us, and it concerns the inter-
national community. As a result of that, the international commu-
nity has taken strong steps on sanctions, on economic and diplo-
matic areas to bring pressure on Iran and to isolate them. I guess
my preference, my view, is that we ought to keep the international
community together in applying that kind of pressure.

Senator WICKER. Do you believe there’s a strong likelihood that
Israel will strike Iran in April, May, or June?

Secretary PANETTA. I think, as the President has suggested, I
think we do not think that Israel has made that decision.

Senator WICKER. Were you mischaracterized? Did you have a
conversation with Mr. Ignatius?

Secretary PANETTA. As I said, the comments that are included in
a column about what I'm thinking or what I'm possibly worried
about is up to the columnist.

Senator WICKER. But did he interview you and—

Secretary PANETTA. We talked, but we talked about a lot of
things, frankly.

Senator WICKER. Okay. Were you trying to send some sort of sig-
nal to the international community, either to Iran or Israel?

Secretary PANETTA. No.

Senator WICKER. So you do not have a position as to whether it
is likely that Israel will make such an attack this spring?

Secretary PANETTA. I do not.

Senator WICKER. All right. Well, thank you for clearing that up.
I will say that there were no quotation marks in that column, but
it did sound a whole lot like a quote.

As I understand it in the budget, in compliance with the Budget
Control Act, Mr. Secretary, there’s half a trillion dollars worth of
cuts. If we had the sequestration, that would be another half a tril-
lion. Now, what was your conversation with the administration,
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with OMB, within the DOD, about submitting a budget that
doesn’t comply with the statute, because sequestration is the law
of the land right now as I understand it?

Did you consider submitting a budget that outlined the cata-
strophic results if sequestration does go into effect? And then what
is your strategy to, as you say, de-trigger, to work with this Con-
gress to de-trigger sequestration, which is the law of the land, you
will acknowledge?

Secretary PANETTA. It is. Obviously, our approach was to deal
with what the Budget Control Act had provided in terms of tar-
geted savings in the defense budget. We frankly developed the
strategy that we presented to based on really trying to lay out a
strategy about where our force structure needed to be between now
and 2020 and do it in a responsible way to protect our military
force and to be able to respond to the threats that are out there.

Sequestration has this, frankly, mindless formula that’s already
built into it, that basically cuts across the board. I mean, it’s not
as if we can take sequestration and make sense out of the damn
thing. The fact is it’s going to happen the way it’s supposed to hap-
pen, through this kind of mindless formula that’s there.

So our approach, frankly, was to not pay any attention to it. If
it’s going to take place in January of 2013—and I hope that’s not
the case—then it will take place under its mindless procedure. But
I don’t think we ought to kind of try to bring some kind of common
sense to what is a crazy process.

Senator WICKER. Well, let me underscore what Senator
Lieberman said, that this budget makes us worry about risks. I un-
derstand what General Dempsey said, that he believes that there
are risks, but they’re not unacceptable. But the sequestration
would prove unacceptable, and I hope there’s a strategy to get that
through.

Thank you, Mr. Secretary, for mentioning the industrial base.
We're at 8.3 percent unemployment right now. Undoubtedly the
President is going to send a spending bill to the Congress which
he believes and the administration believes will create more jobs.
It makes no sense to me, at a time when there’s an effort to create
more jobs with other spending, to cut defense spending, which
gives us the twofer of protecting the country and protecting the in-
dustrial base, which is a whole lot of Americans out there working
to provide us with the infrastructure we need.

It is a fact, is it not, that this budget will have an adverse effect
on our industrial base? Is that not right, Mr. Secretary?

Secretary PANETTA. Well, we've taken—we’ve taken a lot of steps
to try to protect against that happening because, as I've said, we
absolutely have to protect our industrial base and those industries
that support the defense budget. We can’t afford to lose any more.
So for that reason we’ve designed an approach that will keep them
in business with regards to the systems that we’re trying to de-
velop for the future.

Senator WICKER. Albeit with fewer industrial manufacturing
jobs.

Secretary PANETTA. Well, there will be—I understand that, and
that does have some impact.

Senator WICKER. Thank you very much.



31

Chairman LEVIN. Thank you, Senator Wicker.

I've asked Senator Akaka if he would yield one minute of his
time to me and he’s graciously said he would, because I want to
clarify this issue of the budget and sequestration. As I read the
budget which was submitted to us, there is additional $3 trillion
in deficit reduction above the trillion that has already been taken,
which would, if this budget were adopted as submitted, would
avoid sequestration totally.

Now, half of the additional $3 trillion is in revenue increases, in-
cluding, as the President’s budget says, tax reform, including the
expiration of tax cuts for single taxpayers making over $200,000,
married couples making over $250,000, by adoption of the Buffett
rule. And then the budget document says that the President is of-
fering a detailed set of specific tax loophole closures and measures
to broaden the tax base that, together with the expiration of the
high income tax cuts, would be more than sufficient to hit the $1.5
trillion target, which means if this budget were adopted and the
revenue were included—and the revenue represents about half of
the additional deficit reduction—you avoid sequestration.

Is that your understanding?

Secretary PANETTA. Yes, my understanding is that in the Presi-
dent’s budget there is a plan, obviously, to provide for the kind of
additional deficit reduction that the country needs. But obviously,
if it were adopted it would de-trigger sequestration.

Chairman LEVIN. Okay, because that’s not been stated here this
morning, but I think it’s very, very important. I tried to say it in
my opening statement, but I don’t know that I said it clearly
enough. The budget that was submitted to us says it very clearly.
That’s the strategy. Whether Congress adopts it or not is a dif-
ferent issue, but sequestration can be avoided and hopefully will
be, and the President has submitted his way to avoid it in his
budget document.

Senator WICKER. Mr. Chairman, I thank you for clarifying that,
and I do look forward to the President’s budget being brought to
the Senate floor for an up or down vote.

Chairman LEVIN. Thank you. And I think the Republican alter-
native will also be brought to the Senate floor, if there is one. We
look forward to seeing an alternative budget as well.

So much for that. Back to Senator Akaka.

Senator AKAKA. Thank you very much, Mr. Chairman.

Well, aloha to Secretary Panetta and General Dempsey, and
thank you so much for your leadership and all you do for our coun-
try. Mr. Secretary, my aloha to Sylvia, too. I notice that the PGA
Tour was just at Pebble Beach. Had you chosen a different path
than you're on now, you could have been at home in Carmel play-
ing in the Pro-Am with your friends. But no, your dedication to
continue serving our country puts you before us today. That says
a lot, a lot about you and who you are. I've known you, as we know,
since we served together in the House.

In all seriousness, I really appreciate your dedication and your
hard work, Secretary. I add my appreciation to the brave men and
women of the armed forces who lead and their families for their
service and sacrifice.
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Secretary Panetta, it is impossible to overstate the importance of
our military engagement in Asia Pacific region. It’s obvious that
there are many challenges in this area, given the new focus on this
vital region. If you look at continuing developments in the Pacific,
our conventional adversaries are advancing and it is critical we
maintain our superiority in the region.

Given the many demands on the defense budget, as you men-
tioned, and the unique mission and environment we have in the re-
gion, my question to you is, how does DOD’s fiscal year 2013 budg-
et impact our military readiness in the Pacific region?

Secretary PANETTA. That’s obviously a primary concern for us,
because we do believe that it is important to maintain a strong
presence in the Pacific. For that reason, we maintain the 11 car-
riers in the Navy in order to ensure that we have sufficient forward
presence. There’s nothing like a carrier to be able to allow for quick
deployment in that area, and that will give us a great capacity to
be able to show our force structure in the Pacific.

In addition to that, we’re going to maintain, obviously, a military
presence. We already have one in Korea, but we’re going to main-
tain an additional rotational presence with our Marines throughout
that area. We've just developed an agreement with Australia to do
a rotational presence there. We're working with the Philippines on
hopefully a similar arrangement there as well.

In addition to that, obviously, we have our air bases and the for-
ward deployed air assets that will give us the capability to cover
that area as well. So we feel very good about the force structure
that we have in this budget and our ability to maintain a real pres-
ence in the Pacific.

Senator AKAKA. Thank you.

General Dempsey, the U.S. has been attempting to engage China
with military-to-military exercises and other cooperative opportuni-
ties, including humanitarian and disaster relief operations, and
you’ve done well. General, how do you foresee these efforts at en-
gagement proceeding as the U.S. focuses resources in the Pacific?

General DEMPSEY. Well, I think the strategy is actually quite
sound. By the way, it’s important to note we never left the Pacific,
so the idea of rebalancing ourselves globally is just that, it’s rebal-
ancing. It’s not a light switch on or off or a pivot. That word got
out—got ahead of me a bit.

So we'’re rebalancing our strategy and we’re doing that based on
the trends, demographic trends, economic trends, and military
trends. In so doing, we do have the opportunity to increase our en-
gagement with the People’s Republic of China, because there are
many things with which we have a common interest. As you know,
they’ve been working with us in the Gulf of Aden on counter-piracy
for some time.

We’ve had military-to-military engagement. It hasn’t been as con-
sistent as we’d like it. We have a chance, I think, now in the com-
ing months to reemphasize it. I think our strategy—that will assist
us in implementing our strategy. So this is an opportunity for us,
Senator, and we intend to take it.

Senator AKAKA. Thank you.

Mr. Secretary, I am a true believer in our special forces. Having
visited the SEALSs conducting training operations, I have seen first-
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hand the talent and dedication of our special forces personnel. Spe-
cial forces units are likely to do more in the future. I want to make
sure that as an end result, as end strength numbers are reduced,
that the career fields—they could be fields in communications and
logistics as well—which support and help the special forces com-
plete their missions are not reduced to a point which could limit
the overall readiness of special forces units.

General, can you share any thoughts also on this?

General DEMPSEY. I can, sir. To your point, one of the lessons of
the last ten years or certainly among the lessons of the last ten
years is that the special operating forces have demonstrated their
versatility and their capabilities, not just in the counterterror
realm, but also in the building partner capacity, security force as-
sistance.

One of the things we've been talking about with the service
chiefs is finding a new paradigm where we will partner differently
with special operating forces to give us greater capability, the syn-
ergy. The sum is greater than the individual parts. And we're
working on that. The Army, for example, is working on habitual re-
lationships of the enablers you’re talking about—Ilift, medical, com-
munications.

So I can assure you there will be no degradation to our special
operations community. But I also want to assure you we cannot put
all of our eggs in that basket because, as I've said in previous testi-
mony, special operating forces are just that, they’re special. And if
we go too far in that direction, then the conventional force becomes
the special and the special operating forces no longer have that ca-
pability. So we’ve just got to find the right balance, and we’re work-
ing on it.

Secretary PANETTA. Senator, there’s no question that special
forces have—through their agility and their ability to deploy quick-
ly, I think represent a very important force for the future. They've
been very effective, as we know, in terms of terrorism. But as the
General has pointed out, they've also been very effective at devel-
oping partnerships with other countries, working with them, doing
exercises, providing advice. They've got a great capability there.

So I think the kind of force we’re looking at, obviously, as the
General has pointed out, is to maintain a strong Army that can
confront a land enemy and be able to defeat that enemy in a land
war, but at the same time develop the kind of rotational capability,
using special forces, using the Marines, using elements of the Army
as well, to be able to have a presence elsewhere in the world. That
would give us the best of all things.

Senator AKAKA. Thank you very much.

Chairman LEVIN. Thank you, Senator.

Secretary PANETTA. By the way, Senator, I should point out that
we are increasing our special operations. I think the numbers,
we’re going to increase them by 3,000. We’re putting about $10.4
billion more along those lines.

Chairman LEVIN. Thank you, Senator Akaka.

Senator Brown.

Senator BROWN. Thank you, Mr. Chairman.

Mr. Chairman, since you brought up the budget, certainly I'm
looking forward to voting again on the President’s budget. You
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know, it’s been over a thousand days, as you know, since the Sen-
ate’s put out a budget. I and the American people would like that
to be different and have that come up at some point.

That being said, I have, with seven minutes, a lot of other ques-
tions. I'm going to submit some for the record. But, Mr. Secretary,
one of them will be discussing the Global Hawk Block 30 program.
I'm going to be asking about the cost comparisons between the U—
2 and the Global Hawk, have they been reviewed, particularly as
it relates to sustainment? And can the U-2 alone provide the intel-
ligence, surveillance, and reconnaissance necessary in order to
meet the operational requirements? That will be one of them.

In addition, I live in an innovative State, as you know, Massa-
chusetts, and we have an innovative base, Hanscom, in dealing
with the cyber security threat. It’s something if—and I agree with
the chairman—before we talk about any BRAC closures, I would
hope that we would continue to work on the cyber security empha-
sis on areas and bases like Hanscom, because I think that is the
next real area where we need to focus on, as referenced in your
earlier testimony.

Taking it a step further, the Air Force has proposed restruc-
turing its civilian work force to the tune of about 16,000 civilian
contracted employees. I would ask that you keep in mind these re-
structuring efforts as it affects the small businesses, as Senator
Wicker and others have referenced and you referenced in your com-
ments. It affects, obviously, Hanscom, Westover, and other bases
throughout the country. I know Senator Ayotte and I are deeply
concerned about that.

One of the things I had—one of the observations I made as I
served in Afghanistan this summer was, obviously, the draw-
down—I have felt that we, if we do it thoughtfully and methodi-
cally, can transfer authority and control over the Afghans, but if
we do it too quickly we’re going to be in deep trouble and we’ll lose
all those benefits that we had.

One of the things that I referenced and acknowledged through
speaking and meeting with all the generals and with General Allen
is the fact that we have so many audits going on right now, with—
I mean, without referencing any particular directorate, one general
had 75 audits going on at once. So I said to him: Well, how can
you actually expect to do the drawdown, as General Allen’s doing,
and then continue to do your mission, keep our soldiers safe and
secure, and then complete the audits? He says: We can’t; some-
thing’s got to give.

So, General Dempsey and Mr. Secretary, I would ask you to seri-
ously look at that. If we’re going to be doing this drawdown, we ab-
solutely need to address these audit issues, many of them—there’s
so much duplication right now, and it’s just, I think, some agencies
justifying their existence. So I'm hoping you can comment on that
issue.

Secretary PANETTA. Well, I won’t comment on them justifying
their own existence, because they’ll audit me if I do that and I don’t
want to go there.

Senator BROWN. I hear you.

Secretary PANETTA. But I share your concern, sir. I've been on
the receiving end of it, and there is clearly a need to be auditable—
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Senator BROWN. Yes.

Secretary PANETTA.—because the Nation is investing incredible
resources. But it has gotten a bit out of control, and my J—8 and
the Under Secretary for Policy are both working to squeeze those
audits to only—to make sure they’re not redundant, because some
of them are redundant. They’re absolutely duplicates. One agen-
cy—if you read them, which I have, you'll see theyre the same
exact thing. There’s got to be a central location or a central effort
to do that, because the troops can’t do their jobs and work 24—7 on
audits and then go expect to perform the mission, which is obvi-
ously very serious.

That being said, in Iraq, with obviously us being out of there, is
it accurate that we now have over 100,000 civilian contractors
there doing the job that ultimately our soldiers did? And in fact,
if that is so, is the cost two to three times more than what we were
paying our soldiers? And if that is the case, where is that money
coming from?

General DEMPSEY. Thanks, sir.

I don’t have the exact numbers. At one time towards the end of
the calendar year, I was tracking those numbers on a daily basis.

Senator BROWN. Well, it’s substantial.

General DEMPSEY. Oh, it is substantial, sir.

Senator BROWN. And we're paying two to three times more. And
we're paying two to three times more than we were paying the av-
erage soldier.

General DEMPSEY. You know, there is—in some functions we are
paying more. Security force or security details are more expensive,
but other places, logistics, transportation, we’re not paying as much
as you would normally pay a soldier.

But we have that information, if you place that question—

Senator BROWN. Yes, I'd like to do that and get that for the
record, because I'd like to know where that money is coming from
and how that’s being worked into the budget.

[The information referred to follows:]

[COMMITTEE INSERT]

Senator BROWN. In terms of the reverse, General Dempsey, in
terms of the understanding of the term “reversibility,” it’s a general
concept designed to ensure the total force stays prepared for unex-
pected contingencies as the active component inevitably gets
stronger. How does that—how does the Guard and Reserve work
in? I know you referenced it briefly, but I would think, obviously
being in the Guard, that you would get more valuable dollars, more
bang for the buck, so to speak?

Is there an effort, a real sincere effort, to in fact push a lot of
the training responsibilities, mobilization, etcetera, to the Guard
and Reserves?

General DEMPSEY. Each service, sir, is—this effort, the new
strategy and the budget to support it, has caused each service to
relook at how they balance across components, Active, Guard, and
Reserve. TI'll give you an example why that’s an important con-
versation. Senator McCain in his opening comment cited that we
were reducing 20 percent of the brigade combat teams in the Army.
That’s true for the Active component brigades, but if you look at
the totality of brigade combat teams, which after this change will
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be 68, then the 8 is really an 11 percent degradation or decline in
brigade combat teams.

So your point is an important one. We have to look at what this
total force and the joint force provide, not strictly what we’re doing
to any one of them, and we are doing that.

Senator BROWN. I would ask you to pay particular attention to
the Air Guard and take a look at moving some missions into the
Guard portfolio, because you do get a better bang for the buck, I
would argue.

The other big elephant in the room, aside from sequestration, is
the fact that we have approximately one million service members
expected to join the veterans ranks in the next five years, and un-
employment among young veterans is very high, and it’s high also
in the Guard and Reserves. Is there a 5-year plan to meet the ex-
pected demand, and how are we working with the VA to address
these important issues?

Secretary PANETTA. Senator, you've raised a very important
point, because as we go through these additional drawdowns we ab-
solutely have to make sure that a support system is out there as
our men and women come back from service. We are working with
the Veterans Department in a number of areas, number one to try
to provide a jobs pool so that these veterans will have the oppor-
tunity to get jobs in the private sector.

Second, we're working with the Veterans Administration to try
to improve the seamless approach, so that when it comes to health
care and benefits that people can move without long delays, with-
out a lot of bureaucracy, from coverage under the defense budget
to coverage under the veterans budget.

In addition to that, we’re providing a lot of counseling and sup-
port systems by all of the services to make sure that these families
are supported once they come out so that they can readjust. If they
want to go into education, the education benefits are provided. If
they want to get a job, jobs are provided. If they want to go into
small business, we provide the small business loans to assist them.

So there is a pretty solid package. We’ve got to continue to work
at it and make sure that it’s working and that it’s meeting the
need. But we are very concerned that we have that support system
for these troops when they get out.

Senator BROWN. I’'d be eager to offer my assistance on those very
real issues. It’s something that we’ve been working on in Massa-
chusetts for a very, very long time and have some real knowledge
about that issue.

Mr. Chairman, I'm presuming we’ll have an opportunity to add
questions for the record and there will be a time allotted to do so,
the response?

Chairman LEVIN. We will—yes, there will be questions that are
asked for the record, and we’ll ask our witnesses to promptly re-
spond.

Senator BROWN. Thank you.

Chairman LEVIN. Thank you, Senator Brown.

Right after Senator Nelson’s turn, we're going to take a 5-minute
break. Senator Nelson.

Senator NELSON. Thank you, Mr. Chairman.
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Thank you, gentlemen, for your service. Currently progress is
being made toward the new STRATCOM headquarters at Offutt in
Nebraska, a new command and control complex for USS Strategic
Command. Now, as you know, the entire project has been author-
ized, but because of the nature of this project the Defense Depart-
ment will have to request phased-in or incremental funding as we
move along over a multi-year construction project.

Much has been said about cyber today. Mr. Secretary and Gen-
eral Dempsey, could you explain the basis for, the need for a new
headquarters dealing with almost every aspect of our military, de-
fense and offense? Mr. Secretary?

Secretary PANETTA. Senator, we think it’s extremely important
because STRATCOM is obviously extremely important to defending
the homeland. And in order to defend the homeland, you've got to
develop the capabilities that we’re facing right now, and cyber obvi-
ously is one of those areas. Our ability to develop the latest tech-
nology, the latest abilities in order to not only defend ourselves, but
understand what that threat is about, is extremely important.
We've got to be able to develop the kind of communications systems
that are the state of the art, so that they can deal with quick com-
munications.

As you know, in that area any time we face a threat there is an
immediate response that has to take place and has to take place
quickly and effectively. And frankly, we need good systems in order
to make sure that happens. So for all those reasons, it’s important
to our future that we develop that kind of capability there.

Senator NELSON. Well, it’s safe to say that what the internal
components are within the structure would be equally important as
the structure itself. In other words, it’s going to be a high tech com-
plex to be able to deal with the modern challenges we have.

General Dempsey?

General DEMPSEY. Well, without talking about the structure
itself, I will tell you that the service chiefs, combatant com-
manders, and I have begun a series of strategic seminars to look
at ways to better integrate, to learn lessons, and to ensure that we
can deliver our strategy with the force that this budget will pro-
vide.

We know we can. Were looking at now how do we mitigate
change. One of the emerging insights I'll share with you is that any
regional conflict in the future—and we’re looking out in this budget
to 2017. So in 2017 any regional conflict will impact in the conti-
nental United States, in the homeland, without a doubt. That is to
say, the homeland is no longer sanctuary in 2017.

Therefore, commands like CyberCom and STRATCOM become
more important in that environment.

Senator NELSON. Thank you.

I have a lot of concerns about our presence in Iraq. We've had
questions raised about the number of contract employees there,
contractors. I also understand that the State Department is now in
a lead role trying to decide what the mission is in Iraq. We have
the largest embassy in the world and it’s growing, physically grow-
ing, but we don’t have established a mission.
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I know that part of this will be the State Department, but I as-
sume that the Department of Defense also has a vital role in estab-
lishing that mission.

Secretary Panetta, might you fill us in on what progress is being
made to establish a mission? It seems like we’ve got the cart before
the horse here, but perhaps you can help us.

Secretary PANETTA. I think, frankly, I think DOD has a pretty
good plan there that we’re implementing. We've got about eight
sites that we’re located in. We’re working with foreign military
sales that are being provided to the Iraqis. We're providing train-
ing. We're providing support. It’s both DOD and contract individ-
uals that are working in those sites. It’s pretty limited, but it’s very
helpful to the Iraqis in terms of their ability to develop security for
the future.

In addition, we’re open to continuing to discuss with them addi-
tional opportunities, particularly with regards to other operations,
going after Al-Qaeda, etcetera, that we think are important to con-
tinue as well.

So I think we feel pretty good about the mission that we’re per-
forming right now there.

General DEMPSEY. Yes, absolutely, sir. We've built the Office of
Security Cooperation-Iraq based on the capabilities that the Iraqi
government wanted us to support them, how they wanted to be
supported, notably with the program of record for foreign military
sales and then institution-building. We’ve got our resources
mapped to those functions, and I'm very confident that we’ve got
the Office of Security Cooperation sized about right for now.

If they were to choose to expand our relationship in any way, we
could do so.

Senator NELSON. Well, there seems to be room within that struc-
ture to expand, because of the size of the structure. I don’t mean
to minimize the necessity of having the presence in Iraq, but it
seems like the structure is going to be more than adequate to take
care of whatever our needs. And when I emphasize “more than ade-
quate,” it’s consistent with the inspector general’s criticisms or ob-
servations about the size of the structure and continuing to expand
without a stated mission. I hope we can get where we feel like we
can state what that mission ultimately is.

I'd like to turn to Iran for just a minute. It seems like every time
we check any of the news today Iran is involved in it—questions
about Iran engaging in terrorist activities in two locations around
the world in the last day or so, the plot to take out the Saudi am-
bassador to the United States, Mr. Jubeir, Al-Jubeir. I wonder—
you said, Secretary Panetta, on Sixty Minutes, it’s a red line for us
and it’s a red line obviously for the Israelis if they have the ability
to deliver a nuclear weapon with a missile. What are your opinions
about that, if you might be able to enlighten us a bit more?

Secretary PANETTA. Well, as I said, we have a number of con-
cerns here that we worry about with regards to Iran. Those are
concerns that we share, not just with the Israelis, but with the en-
tire international community. As the President himself has stated,
we will not tolerate an Iran that develops a nuclear weapon, and
yet they continue, obviously, to try to improve their nuclear enrich-
ment capabilities. That’s something that concerns us a great deal.
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They continue to threaten the possibility of closing the Straits of
Hormuz, and we have made very clear that that is a red line for
us, that that Strait is extremely important to free commerce and
to shipping and to the shipping lanes, and would have a huge eco-
nomic impact if that were to happen. That too is unacceptable and
not tolerable for the United States.

We're concerned about Iran and the spread of terrorism, the fact
that they seek to undermine legitimate governments around the
world. That too concerns us. We think that the approach of the
international community to apply sanctions, to apply diplomatic
pressure, is having an impact. It has isolated Iran. It’s made very
clear to them that they have to change their behavior. I think that
we need to keep that pressure on. That’s an important effort. I
think the international community is unified in that effort, and I
guess my hope would be that we could all stick together in ensur-
ing that we continue to isolate Iran and make very clear to them
that they should choose to join the international community, the
rules and the laws and the regulations of the international commu-
nity, and become part of that family. If they choose otherwise, then
that would be—that would have serious implications.

Senator NELSON. Well, our concern is more than just about their
nuclear capacity, although that is a very important part. But are
the actions that they’re taking beyond being pesky in terms of what
they are intending to do?

Secretary PANETTA. It’s far beyond being pesky. It’s deliberately
supplying equipment and arms to others to engage in terrorist ac-
tivity, and that too concerns us very much.

Senator NELSON. Thank you.

Thank you, Mr. Chairman.

Chairman LEVIN. Thank you, Senator Nelson.

We'll take a 5-minute break, strictly enforced.

[Recess from 11:46 a.m. to 11:56 a.m.]

Chairman LEVIN. We'll come back to order.

Senator Portman has yielded to Senator Graham, and then we’ll
put Senator Portman back in his order when he returns. Senator
Graham.

Senator GRAHAM. If we could earmark, I would help Ohio. So I
just want to let Rob know I appreciate this very much. I've got to
run.

Secretary Panetta, do you believe it’s a viable strategy for the
United States to try to contain a nuclear-armed Iran?

Secretary PANETTA. Yes, indeed.

Senator GRAHAM. I mean, the idea of containment. Shouldn’t we
prevent them from getting a nuclear capability, not contain them?

Secretary PANETTA. It’s not just contain, but it’s obviously doing
everything we can to prevent them from developing

Senator GRAHAM. Right. I guess my question more correctly
asked is, should we—if they get a nuclear weapon, do you think the
idea of containment is a way to go? Should we prevent them versus
containing them?

Secretary PANETTA. No, I think we have to prevent them.

Senator GRAHAM. Because if they got a nuclear weapon the dam-
age is done. Other nations follow suit. Terrorists are more likely to
get the material. So the Secretary of Defense’s view is that the idea
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of containing a nuclear-armed Iran is not the way to go; the idea
is to prevent them from doing it. Hopefully, we can do it through
sanctions and diplomatic engagement. I hope we can.

Okay, China. General Dempsey, there is a lot of media reports
that the Chinese routinely, the People’s Liberation Army, routinely
engages in cyber attacks of our business and national security in-
frastructure. Do you believe that is a reality of the 21st century?

General DEMPSEY. I believe someone in China is hacking into our
systems and stealing technology and intellectual property, which at
this point is a crime. I can’t attribute it directly to the PLA.

Senator GRAHAM. Well, let’s say if we could find that the People’s
Liberation Army was involved in hacking into our defense infra-
structure. Would you consider that a hostile act by the Chinese?

General DEMPSEY. I would consider it to be a crime. I think there
are other measures that could be taken in cyber that would rise to
the level of a hostile act.

Senator GRAHAM. What would they be?

General DEMPSEY. Attacking our critical infrastructure.

Senator GRAHAM. And that could be a hostile act?

General DEMPSEY. I think so.

Senator GRAHAM. Allowing us to respond in kind?

General DEMPSEY. Well, in my view that’s right, yes, sir.

Senator GRAHAM. So I'm going to have lunch with the vice presi-
%eng of China in about 20 minutes. So what do you want me to tell

im?

General DEMPSEY. Happy Valentine’s Day. [Laughter.]

Senator GRAHAM. All right, okay. I'll do that.

Now

Chairman LEVIN. By the way, Senator Graham, on my opening
statement—Senator Graham, in my opening statement I made it
very clear that the cyber espionage going on from China has got
to stop and it’s mighty serious stuff. So you can pass along, if you
would, that comment as well.

Senator GRAHAM. All right. Would you consider it a hostile act?

Chairman LEVIN. I sure would.

Senator GRAHAM. Okay, I would, too.

Chairman LEVIN. But happy Valentine’s Day.

Senator GRAHAM. It ought to be an interesting lunch.

Secretary Panetta, 2014 the game plan is to transition to Afghan
security force control; they’re in the lead, is that correct?

Secretary PANETTA. That’s correct.

Senator GRAHAM. And we’ll have a training mission, we’ll be pro-
viding intelligence gathering, providing capabilities they are not
quite yet capable of doing, like airlift; is that correct?

Secretary PANETTA. That’s correct.

Senator GRAHAM. Do you support the concept of a follow-on force
past 2014 that’s part of a strategic partnership agreement, that
would have a military footprint post-2014 that would allow Amer-
ican air power to remain in Afghanistan along with special forces
units, at the Afghans’ request? Do you think that is in our national
security interest to consider such a follow-on force?

Secretary PANETTA. Well, I believe, as the President has stated,
that we have to have an enduring presence in Afghanistan. We
need to, obviously, discuss what those missions are, but I think
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clearly CT operations is one of those missions. Training and advis-
ing is one of those missions. Enablers, providing the right enablers,
is one of those positions. And obviously providing air support is one
of those as well.

Senator GRAHAM. So you would agree with the concept that post-
2014 if we had a configuration of American forces with adequate
air power to assist the Afghan security forces, plus a special forces
component, the Taliban days are over in terms of military con-
quest?

Secretary PANETTA. That ought to be the goal.

Senator GRAHAM. I think that ought to be the goal and I think
you could do this with 15 or 20,000 troops, with several air bases
spread throughout the country. To a war-weary public: We have air
bases everywhere. If we leave Afghanistan and the issue is in
doubt about the future of the Taliban, we will regret it. If we leave
Afghanistan in a way to create a certainty about the Taliban’s fu-
ture, I think we can hold our heads up high.

Do you think Iran is watching what we’re doing in Afghanistan?

Secretary PANETTA. I would think without question.

Senator GRAHAM. Iraq. General Dempsey, what is your biggest
concern and your best hope about Iraq?

General DEMPSEY. I'll start with the best hope, and that is that
they appear to be committed to resolving the contentious issues
among them politically, not through violence, with the exception of
a few of the violent extremist organizations which remain there.

My biggest concern is that they could potentially come to a deci-
sion that they no longer need our help. They might look elsewhere.
That’s why our Office of Security Cooperation there remains a very
vital part of our strategy.

Senator GRAHAM. Do you see the security situation in Iraq get-
ting worse or better?

General DEMPSEY. I see it as being in a sort of a form of stasis
right now. I think it is what it is for the foreseeable future, with
of course the potential for it, based on some political decisions they
might make, with increasing tension, for example in the Arab-Kurd
region.

Senator GRAHAM. When it comes to the military budget, I don’t
see the Department of Defense as a job creator for America. That’s
one of the benefits, but I don’t think we should view the Depart-
ment of Defense as a way to just create jobs to deal with unemploy-
ment. I think we should have a robust defense capability to defend
our values. So in the light, I do believe it’s appropriate to reduce
defense spending, and I do believe it’s appropriate to consider an-
other round of BRAC, as hard as that is for my colleagues. So just
count me in in the process of having to make hard decisions, even
in the defense area.

When it comes to TRICARE premiums, is it sustainable—is the
mandatory spending part of the budget sustainable without re-
form?

Secretary PANETTA. No.

Senator GRAHAM. So the question for the country is, if I don’t get
courtmartialed in the next couple of years and get to be a retired
colonel and receive my TRICARE benefits when I'm 60, it is okay
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to ask a guy like me to pay more. They haven’t been adjusted since
the 1990s, is that correct?

Secretary PANETTA. That’s correct.

Sel}?ator GRAHAM. And General Dempsey, you're willing to pay
more?

General DEMPSEY. I am, sir.

Senator GRAHAM. I guess the point is that we’re so far in debt,
no one group is off the table. And it’s hard to ask those who've done
the most to secure our freedom to give more, but I'm willing to do
it. To the retired community, I'm willing to grandfather the current
system, but I'm also willing to look outside the box, because if we
don’t do something in terms of health care growth and entitlement,
retiree benefits, you're going to compete the retired force with oper-
ational needs, and that’s just not where we want to go.

So thank you both. I don’t know if $487 billion is the right num-
ber, but I'll work with you to get a number that is robust.

One last question. Do you see a scenario in the next decade
where 100,000 American troops could be involved over a sustained
period of time? And if you do, how would reducing the Army and
the Marines by 125,000 affect those operations?

General DEMPSEY. First of all, I don’t know the answer to that,
sir. But I think we wouldn’t want to shape a future where we com-
pletely ignored the possibility.

The force we're building on the ’13-’17 budget is capable, we as-
sess, of stability ops, long-term stability ops or prolonged conflict,
up to a force of about 50,000. The other 50,000 would have to come
out of the Guard and Reserve.

Chairman LEVIN. Thank you, Senator Graham. You have my
proxy at lunch, by the way.

Senator Webb.

Senator WEBB. Thank you, Mr. Chairman.

Mr. Secretary, General, first let me just say that, as somebody
who spent five years in the Pentagon, one of them as a serving Ma-
rine and the other as a defense executive, I appreciate all of the
work that’s gone into this presentation. We're going to have our
disagreements, but, having sat on the Defense Resources Board for
four years, I know how much effort has gone into what you brought
over here.

You know, there are already reports—I was back in my office—
on the discussion to slash the Army and the Marine Corps. I think
for the record we ought to point out that what we’re looking at here
is historically consistent with the end point of sustained ground op-
erations. In fact, if my numbers are correct, if you go back to the
pre-September 11 military and look at 2017, which you’re pro-
jecting in your testimony, Secretary Panetta, the Army is going to
be about 9,000 higher than it was pre-September 11 and the Ma-
rine Corps is going to be again about 9,000 higher than pre-Sep-
tember 11.

So I look forward to working with you on a lot of different issues,
and some on which we may have disagreement. But again, I have
great respect for all of the energy that’s gone into this, preparation
of this budget.

I want to talk about basing in the Pacific. Chairman Levin men-
tioned this in his opening comments. Chairman Levin, Senator
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McCain and I have spent a great deal of effort on this. I agree,
General Dempsey, with what you said. I don’t see a pivot here. I
think we’ve always been there, we've always needed to be there.
I've been speaking for many years about the need for us to recon-
figure our presence in a way, not that downsizes or not that con-
fronts or attempts to contain China, as some people are saying, but
just as a way to strengthen our alliances and our presence out
there.

There’s a strong strategic dynamic in the region. There’s also a
very important and potentially volatile political dynamic in Japan
if we don’t get this right and if we don’t get it right soon. This has
been going on for more than 15 years. We can’t kick the can down
the—I'm not asking for your comment on this, but this is more
along the lines of getting your bank statement. There are a couple
things that are due to us and they’re very important in our consid-
eration. One is the reporting requirement that is scheduled to come
out of the independent study that was mandated by the NDAA.
There’s a 90-day period for which the bill was signed, which I think
was December 31st, for the study to come to the Secretary of De-
fense and then the Secretary of Defense would have up to 90 days,
not necessarily mandated, to report to us on this independent eval-
uation of the basing structure.

It’s very important. It’s going to happen at the same time that
there are environmental statements and other issues taking place
on Okinawa about the basing system there. I'm very interested in
getting this study and seeing if we can’t move forward in a very
timely way to resolve this.

The other one is the Marine Corps laydown. I have spoken with
the assistant Commandant about the numbers that they’re using.
I support this transition in concept. I've had many conversations
with the Marine Corps and with others about this earlier. But we
do need to see it. We need to see the laydown. It’s again a part of
the defense authorization bill.

The question that I actually have in this short period of time re-
lates to the evolving situation in Syria. General, I would like to ask
if you might characterize for us the, for lack of a better term, the
on-the-ground opposition that now exists to the Syrian regime?
What proportion of this is domestic, what proportion is foreign?
What are your observations?

General DEMPSEY. My observations, Senator, are that it is a
much different situation than we collectively saw in Libya. I think
that’s an important point to make, because we don’t have as clear
an understanding of the nature of the opposition. We’re working in
the intelligence community to develop it. But as you know, there
are some significant differences vis a vis Syria. There is a chemical
and biological warfare threat. There’s a very significant integrated
air defense system, a very credible military.

We're watching the trend lines on their military to see if they are
still under the control of the regime. There’s also huge regional im-
plications, big players and actors who have vested interests there.
So this is one where we have to not only understand what’s hap-
pening on the ground, but also look at the regional context in
which we’re dealing.
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Of course, we will, when asked, provide options to the national
command authority. But this is a very different challenge.

Senator WEBB. Well, first let me reiterate that I had serious con-
cerns about the Libyan operation and the nature in which the
President exercised unilateral authority. But on the Syrian situa-
tion, do you have any—again, do you have any indication about the
makeup of the on-ground opposition to the regime, how much of it
is domestic and how much of it is in fact not?

General DEMPSEY. As I sit here today, the Free Syrian Army,
which is generally speaking the centerpiece of the opposition, is for
the most part domestic, although we also know that other regional
actors are providing support for it. That complicates the situation.

Senator WEBB. There were reports over the weekend that Al-
Qaeda has been involved as a part of the opposition. Do you have
any confirmation of that?

General DEMPSEY. No confirmation. I saw the same report.

Senator WEBB. But have you discounted it?

General DEMPSEY. No, not at all. If you think about what’s actu-
ally—and I know you have. But Syria is an issue of a Sunni major-
ity rebelling against an oppressive Alawite Shia regime. All of the
players—this is what I mentioned a moment ago. All the players
in the region it seems have a stake in this. So those who would like
to foment a Sunni-Shia standoff—and you know who they are—are
all weighing in in Syria. It is the last remaining piece in the puzzle
of what you and I probably months ago would have described as
the Arab Spring, but this is a very important moment in the region
and all the players are weighing in.

Senator WEBB. Thank you, General. Thank you, Mr. Secretary.

Thank you, Mr. Chairman.

Chairman LEVIN. Thank you, Senator Webb.

Senator Portman.

Senator PORTMAN. Thank you, Mr. Chairman.

Secretary and General Dempsey, thank you for being here this
morning.

I told Secretary Panetta that I was going back and forth between
the Budget Committee and this committee. It’s been interesting be-
cause I'm really seeing two different points of view and really world
views. I commend both of you today and your comments about the
need for us to deal with the unsustainable growth on the entitle-
ment or mandatory side of the spending. In response to your ques-
tion from Senator Graham, is the mandatory spending for the mili-
tary sustainable, you gave a simple answer, no.

I will tell you, to be honest, having just engaged in the Budget
Committee about the President’s budget, which was submitted yes-
terday, it not only adds another 11, $12 trillion to our debt, taking
it up to over $25 trillion, but it really takes the pass on any of the
tough decisions that have to be made on the biggest part of the
budget and the fastest growing part of the budget, and that’s the
entitlements side.

It actually grows, under their own numbers, from about 64 per-
cent of our total budget now—this would be Medicare, Medicaid,
Social Security, interest on the debt. That grows from 64 percent
now, so the largest part of our budget, to 78 percent during the ten-
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year window of the President’s budget. And yet there is no mention
of Social Security, no reforms.

And on Medicare, the only reform I can see on the beneficiary
side happens after the next term of whoever’s president, and that’s
on some slight means testing changes.

So my concern is exactly what you have outlined today, and I
quote you from your overview document, where you said: “Our
growing national debt, if not addressed, will imperil our prosperity,
hurt our credibility and influence around the world, and ultimately
put our national security at risk.”

General Dempsey, you talked about that during your nomination
hearing last year, and I again appreciate the approach you have
taken. I’'m very concerned that if we continue down the path that
has been outlined we will all be here many more hearings like this
one, talking not about how to improve our national security, but in-
stead talking about how budgets have been crowded out by
unsustainable practices elsewhere in our government and we sim-
ply can’t afford the force we know we need.

So, with that, if I could focus on two things in terms of the de-
fense budget, because I do think there is room, despite my concern
about the bigger budget crowding out defense, there is room within
defense to find savings. Two areas I want to touch on quickly if I
could are personnel and the area of procurement.

On the personnel side, I appreciate the fact that you both again
have focused on compensation, health care benefits. You've pro-
posed a retirement review. These are all tough issues. I think we
all agree that our men and women in uniform are our single great-
est asset and we need to be very cautious on the personnel side.

On the other hand, we need to be sure that we are not crowding
out, even within the defense budget, the need for us to be sure that
we have adequate resources for operations and maintenance.

So I would ask you this. When you look at what you have pro-
posed, in essence you’ve taken out one issue to a commission on the
retirement issue, again a very delicate issue, and you’ve got some
suggestions on changing compensation in the military health sys-
tem here, although I would suggest more would have to be done
to meet your own criteria you've laid out.

My question to you is, is there a more holistic approach here, in
that this does relate to retention and obviously our ability to at-
tract the great professional force that we have now?

General DEMPSEY. We thought about bundling these issues to-
gether into, as you described it, a holistic look at pay, compensa-
tion, health care, and retirement. The chiefs and I were of the opin-
ion that we wanted to address the issue we saw before us that we
knew had to be changed, and that was pay, compensation, and
health care, but take the time to study the impact of retirement
change, because one of the things we’re concerned about is, al-
though it’s counterintuitive, you know that about 70 percent of the
force retires—not retires, but separates before retirement, but 100
percent of the force, when asked, even at the 5-year mark of their
career, will say to you: Don’t screw around with my retirement or
I may not stick around, even though they know that the chances
of them actually retiring is only about 30 percent.
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So there’s a psychological factor with retirement benefits here
that we don’t fully understand yet. We want to take some time to
understand what the impact of retirement reform would be on both
recruitment and retention. That’s why I really—we all felt, the
chiefs and I, felt that we should separate these.

Senator PORTMAN. Secretary Panetta, any thoughts with regard
to this, given your background on the budget issues?

Secretary PANETTA. I think it’s important, as you know as a
former OMB Director, as I was, that we have to approach this
budget based on the fact that there’s no holy ground here. You've
got to look at everything and you’ve got to question everything. We
approached it on that basis.

We talked about allowances, we talked about pay, we talked
about pay raises, we talked about all the health care areas. We
looked at a number of those areas. We felt we’ve got to take a step
to make sure that compensation is part of the answer to what we
have to achieve here in savings. For that reason, we selected the
areas that we looked at.

I think it’s important that all of this has to relate to what it
means to the soldier, the uniformed guy or woman who is there on
the battlefield. How do we make sure that we provide the benefits
that are necessary to attract the very best? And frankly, we have
the very best operating on behalf of the United States today. How
do we do that, how do we maintain that benefit base that’s impor-
tant, but at the same time understand that we’ve got to control
these costs in the out years?

That was the dilemma, kind of, that we had to confront. We
think we approached it in the right way. Is there more that can
be done? Probably.

Senator PORTMAN. Well, I know that members of the committee
know this, but maybe for some watching, this is an increasing part
of your budget, just as it is for the Federal budget, as I mentioned,
if you look at your percent of spending on TRICARE, for instance,
as a percent of your overall budget.

So as one member of the committee—and I think I speak for a
lot of other colleagues, including at least one I heard speak ear-
lier—we look forward to working with you on that and trying to be
supportive.

On procurement, we don’t have time to go into it because my
time is up. But just again to focus on competition, the need for us
maybe to spend a little more up front to be sure we have a competi-
tive process because it’ll save so much over time. I look forward to
maybe a follow-up question in writing in that regard.

Thank you, Mr. Chairman, and thank you, gentlemen.

Chairman LEVIN. Thank you, Senator Portman.

Senator McCaskill.

Senator MCCASKILL. Thank you, Mr. Chairman.

And thank you all for your service to our country. As some of you
know, I have spent a lot of time working on contracting issues as
a member of this committee and other committees. I don’t need to
tell you what a huge piece of your budget contracting represents.
The Project on Government Oversight released a report last year
that is the first in-depth analysis that’s been done in a while about
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the cost of personal services contracts as compared to the costs of
a Federal employee.

That study showed that we are paying contractors 1.83 times
more than the government pays Federal employees, and that’s in-
cluding taking into account the benefits package that goes along
with the costs of, the personnel costs of hiring a Federal employee.

I think there’s been an awful lot of talk around the Senate about
freezing Federal employees’ salaries and cutting the number of
Federal employees, but there’s been very little real difficult work
of trying to hold down the cost of personal services contracts.

Secretary Panetta, with the reductions of DOD personnel con-
tained in this budget, what are you doing to ensure that reducing—
because what’s happened over the years is, while we’ve tried to
hold the line on Federal employees, contracting has just ballooned.
And nowhere—you are by far number one in that. Number two is
the Department of Homeland Security. So I'd like you to address
that if you could, either you or Mr. Hale.

Secretary PANETTA. Senator, you've provided tremendous leader-
ship on this issue, and it is of great concern to me personally be-
cause it is an area that has expanded dramatically. Almost every-
where I go in my new capacity, I see contract employees, obviously
providing a lot of services. Some of them I think are very important
and they perform a very important role. Some of them I question
whether or not we could perform the same role and be able to do
it at a smaller price.

We did look at this area as part of our efficiency approach to try-
ing to see if we could gain some savings, and I'd like to ask our
Comptroller to speak to that.

Mr. HALE. Well, just briefly, I think you know, Senator
McCaskill, we had an initiative a couple years ago to in-source jobs
where it was cost-effective. We are still looking at where it’s cost-
effective. I think with these budget cutbacks we’re looking at what
the right mix is. Probably both contractors and civil servants are
going to come down over the next few years in our budget.

We've got to try to find the right mix. I don’t claim we have an
easy formula, but I think we are looking at it in that context,
which is the right one: What’s the most cost-effective way that we
can get the work done?

Senator McCASKILL. Well, we’re going to have a hearing on this
in the Subcommittee on Contracting Oversight, and what I will be
looking forward to seeing is what kind of strict analysis is the De-
partment of Defense embracing to get a handle on contract employ-
ees versus full-time Federal employees? Because it surprised me
when I got here that not only do we not know how many contrac-
tors there were in Iraq, we didn’t know how many contractors there
were sitting in government buildings within five miles of where
we're sitting right now. That is a huge problem, that the contrac-
tors just became task orders, as opposed to kind of keeping a han-
dle on how this monster got out of hand.

We also are going to have some legislation coming from the War-
time Contracting Commission that finished its work. I will look for-
ward to direct input from you about the legislation that we will be
hopefully filing this week, and we will be working with this com-
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mit}:lee to try to get some of its provisions included in the defense
auth.

You know, as I look at Afghanistan, $16 billion GDP, $2 billion
of that is not from us. That is a huge impact on that country. As
some of you are aware, I've also been looking at the way that the
CERP funds have been used over there in terms of infrastructure
and how for the first time in the budget there was actually an in-
frastructure fund embedded in the budget coming from the military
to do the things that traditionally State had always done. That is,
large infrastructure. It was like CERP on steroids, is essentially
what the infrastructure fund was.

I'm going to quote what the CAAT said. The Counterinsurgency
Advisory and Assistance Team, which provided a report directly to
General Allen, found that the CERP was not achieving
counterinsurgency goals. And I'm going to quote this report: “Cur-
rent incentives promote spending CERP funds without sufficient
accountability. There is no system for determining what projects
are likely to advance COIN effects and no apparent desire to objec-
tively evaluate whether COIN objectives were achieved. Com-
manders at various ends of the spectrum are judged by the amount
of funds committed, obligated, or spent over actual measures of ef-
fectiveness. This situation is not only wasteful, but allows for cor-
ruption, insurgent resource capture, and delegitimization of the Af-
ghan state. We retain primary responsibility for project success or
failure while the host government and population are spectators.”

I know that CERP has been something that has been held near
and dear, and now the Afghanistan Reconstruction Fund is an out-
growth of that because we've gotten beyond fixing window fronts to
large highway construction projects, without the kind of rigorous
analysis in terms of sustainability. As we drop off the cliff in Af-
ghanistan in terms of what we'’re giving this country of GDP, aren’t
we creating a scenario that a lot of this money is going to go into
the category that it went into in Iraq, and that is a lot of wasted
taxpayer dollars on Afghanistan infrastructure?

Secretary PANETTA. Senator, I'll have a general comment on the
actual use of those funds, but let me say this. I share the concern
that you’ve indicated. As we do draw down and as we turn over
these responsibilities to the Afghans, one of the issues that we've
%ot to think long and hard about is the sustainability of these ef-
orts.

For example, in the Afghan force that takes over and provides
the principal security for the country, what is the level that we
need? Is it sustainable? Can this country provide the support sys-
tem that it has to? What kind of economic base is that country
going to have for the future? And the issues that you've raised all
relate to that question. What are we looking at in terms of the fu-
ture of this country and can it sustain itself?

That’s going to be something we’re going to have to give a lot of
consideration to. Not only the United States, but obviously all of
our NATO allies have to take a hard look at what we do to try to
s}tllstain this country in the future if we’re going to be successful
there.

General DEMPSEY. I'll just add, Senator, that the way we—I first
of all hope we don’t drop off a cliff. One of the things we’ve been
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discussing is the glide slope in every sense. It’s our glide slope, it’s
the ANSF glide slope. It’s our funding glide slope.

If we do drop it off a cliff, it will have the result you just pre-
dicted. That’s the reason that I would suggest we can’t fall off a
cliff in Afghanistan. We've got to transition this thing responsibly.

As for whether they have the capacity to deal with all of this,
that has been—I've done this in several countries around the
world, to include Iraq most recently, and that is always the most
difficult part of these missions, is building the capacity, the capa-
bility and then the capacity, to—it’s really institution-building. It’s
pretty easy to build infantry battalions. It’s pretty easy to partner
with them and embed with them. But the institution that sits
above it all has to be developed.

I would suggest to you that we've made some pretty significant
progress in that regard since about ’08, and it is part of our strat-
egy going forward. But I share your concerns. I'm not sure that I
share the understanding of all of the results of that study you just
cited, because depending on when it was done and who did it and
where they did it, it could have a very different outcome other
places. I'd suggest to you that we owe you some information on
that going forward.

Senator McCASKILL. Well, I certainly hope—you know, I got to
tell you, I think that some of the stuff that we’ve built in Afghani-
stan, we can go ahead and build the stuff, we can hire the people
to build it, our know-how can provide the leadership to build it, but
I don’t think—and I think it’s been like wishful thinking that the
institutional capacity of this country will catch up. I mean, we've
got a power generation facility in Afghanistan that’s sitting there
as an expensive extra power generator because they can’t even use
it, and it was hundreds of millions of dollars in American taxpayer
money.

That kind of stuff, we just can’t afford to do that. I've got an
modernization to move some of this money back to the United
States for infrastructure, and I think it’s important that we do that
because of the needs of this country, and the real problem that a
lot of this money for security purposes is ending up in the bad
guys’ hands, and we know that. There’s been way too many in-
stances that we’ve found it.

So I appreciate that. The more information you can give me
about what kind of rigor you're bringing to the sustainability equa-
tion, because I can’t find that rigor and I've looked for it.

Thank you, Mr. Chairman.

Chairman LEVIN. Thank you, Senator McCaskill.

Senator Ayotte.

Senator AYOTTE. Thank you, Mr. Chairman.

General Dempsey, Secretary Panetta, Mr. Hale: Thank you for
your leadership during very challenging times for the Department
of Defense.

I appreciate very much that we need to find savings in defense
in a way that does not undermine our national security, no ques-
tion. But please count me out when it comes to BRAC, and here’s
why. I want to echo concerns that Secretary Panetta himself, hav-
ing gone through this process, raised before the House committee
in October, where, Secretary, you said:
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“T went through BRAC. I know that all the dollars that people
looked for, you know, huge savings in BRAC, and yet they didn’t
take into consideration the cleanup, they didn’t take into consider-
ation all the work that had to be done. They didn’t take into con-
sideration all the needs that had to be addressed. And in many
cases it wound up costing more. In fact, the recent GAO report
found that it cost us for the 2005 BRAC round 67 percent more
than we estimated, and in fact we’re not going to see any savings
from the 2005 round until 2018, 13 or 14 years down the line. So
I have serious questions whether we save any money from a BRAC
process. And particularly at a time when we’re still making deci-
sions about our global posture and our force, end strength of our
forces, I don’t think it’s the right time for a BRAC process where
we may not save a dime, frankly. That’s what really concerns me
at the end of the day.”

But I want to ask you, Secretary Panetta, about our reengage-
ment rate at Guantanamo. Director Clapper testified, I believe it
was last year or in the spring, that our reengagement rate of those
who had been released from Guantanamo Bay was 27 percent. Do
you know what the number is now, and has that percentage of 27
percent getting back into the fight gone up?

Secretary PANETTA. I'm not—I think 27 percent was over the
long period stretching back into the last administration, where
most of the individuals were transferred. I believe under the ones
that have been transferred under this administration that it’s less.
I can’t remember the exact percentage.

Senator AYOTTE. But overall it’s been—whatever administration
released it, Director Clapper said the overall reengagement rate is
27 percent; is that correct?

Secretary PANETTA. That’s true, and I think that number is cor-
rect. I'll get back to you on what the specifics.

[The information referred to follows:]

[COMMITTEE INSERT]

Senator AYOTTE. That would be great. I just want to know if the
overall reengagement rate, regardless of who released them, has in-
creased at all.

The reason I asked is, in follow-up to Senator McCain’s question
earlier about what we’ve heard could be the administration’s poten-
tial release of five Gitmo prisoners in exchange to the Taliban, I
just wanted to raise concerns about it on a couple of fronts. Num-
ber one, as I see it, according to the Wall Street Journal and the
Washington Post, of these five people—let’s be clear. If these re-
ports, public reports, are accurate, we're talking about individuals
who, senior-most Taliban commander in northern Afghanistan,
someone who is an alleged war criminal in his role for the mas-
sacre of Shiite Afghans. Two of them are potentially involved in
killing of a CIA operative, an American CIA operative. The remain-
ing three, one helped smuggle—is alleged to have helped smuggle
weapons in to attack U.S. troops, is loyal to the Haqqani network.
Another is directly associated with Osama bin Laden and Mullah
Omar. And then the final may belong to Al-Qaeda and his release
has been called highly problematic.

All five of these individuals were characterized by the adminis-
tration in 2010, if these reports are accurate about who these indi-
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viduals are, all five of them were deemed by this administration in
2010 “too dangerous to transfer, but not feasible for prosecution.”

I guess my question—I know that you have to certify, Secretary
Panetta. Two years later, is there something changed about these
individuals that we’re unaware of? And my follow-up would be, as
I understand the administration’s plan this is in exchange for good-
will from the Taliban. If we are going to release five, if these re-
ports are the case, these public reports of who these individuals
are, dangerous individuals who could get back and reengage with
our troops, and who aren’t just soldiers, they appear to be leaders
among the Taliban and Haqqani networks, that if we were to re-
lease them in exchange for a measure of goodwill, it seems to me
that, why aren’t we getting a ceasefire if we’re going to put out peo-
ple that are so dangerous?

So two questions to you: Has something changed from 2010 of
the assessment of these five individuals in terms of being too dan-
gerous to release? And second, do you think this is a good deal if
we're only going to get a goodwill gesture from the Taliban?

Secretary PANETTA. Let me reemphasize that absolutely no deci-
sions have been made with regards to reconciliation. There have
been some discussions, but the conditions for reconciliation have
been made very clear, that the Taliban has to lay down their arms,
they have to renounce Al-Qaeda, they have to recognize the con-
stitution in Afghanistan. As far as I know, none of those conditions
have been met at this point, and obviously would be part of the dis-
cussions.

As to whether or not as part of whatever these discussions in-
volve that there were a transfer as part of that, under my obliga-
tions as Secretary I have to certify that these individuals will not
return to the battlefield, and I’'ve got to be convinced that steps are
taken to ensure that that does not happen. Until I am assured that
that’s the case, I'm not going to certify.

Senator AYOTTE. Well, I appreciate that, Mr. Secretary, and I
would hope—these are very dangerous individuals if they are as
they’ve been reported by the Washington Post and Wall Street
Journal, and in particular to transfer them for a so-called goodwill
gesture—I appreciate your list of conditions of a ceasefire, laying
down of arms, and I obviously am very concerned to transfer these
individuals at all, given how dangerous they have been in the past.

And frankly, we haven’t always been right about this, as you
know. We’ve been 27 percent wrong, whatever administration we're
in. In fact, Mullah Zakir was assessed as a medium risk—these
guys are all high risk—a medium risk, and he was released, and
he’s now leading the Taliban forces fighting the U.S. Marines in
the Helmand Province.

So we do our best in these situations, but as a prior prosecutor
the best predictor of future behavior is usually prior behavior, and
these guys aren’t good. So I appreciate your looking at this certifi-
cation very carefully.

And thank you all for being here today.

Chairman LEVIN. Thank you, Senator Ayotte.

Senator Udall.

Senator UDALL. Thank you, Mr. Chairman.
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Good morning, gentlemen. I'm sure you can imagine you'd rather
spend Valentine’s Day with any group other than the Armed Serv-
ices Committee. So thanks for being here.

It’s apparent that the fiscal challenges that DOD face are those
that we face across the Federal budget. We've had a respite given,
the end of the war in Iraq. But unfortunately, more broadly—and
I'm not speaking to DOD, but I'm speaking more broadly—we've
mismanaged our finances across the board, and we’ve put ourselves
in a pretty tough, I would say even unacceptable, financial position.

If you look at our history, we’ve leveraged our economic and mili-
tary strength to accomplish our goals, and we can’t effectively
project our power abroad if we're weak at home. Then we’ve also
undercut our domestic and strategic goals by managing our fi-
nances so poorly.

You both know in spades that we’ve got to carefully strike a bal-
ance between fiscal responsibility and strategic capability. We can’t
hollow out the force, we can’t eat our seed corn. We've got to get
this right.

Fortunately, I think we have a lot of history to guide us, and
we've got to make sure that we incorporate the lessons learned
from our successes and both our failures. As a mountain climber,
I always learned more when I was on the mountains I didn’t climb
as the ones I was successfully summitting.

But, General, in that spirit I wanted to turn to the summary that
I've heard that the DOD has affirmed its commitment to Depart-
ment-wide research and development programs and the continued
development of alternative energy technologies. DOD’s always been
an innovator and military research has created a number of prod-
ucts that we now consider essential to everyday civilian life.

At the same time, there are concerns that there are operational
needs that need to be addressed now. Can you discuss the thinking
behind this focus on the future and how that decision affects cur-
rent operations and those that might be just over the horizon?

General DEMPSEY. On the issue of energy, operational energy, I
can. What we—

Senator UDALL. Certainly on energy, but then even more broadly,
too—medical advances. I know you’ve got a long list.

General DEMPSEY. We do, sir. In terms of looking out to Joint
Force 2020, that’s exactly why we want to project ourselves out and
then look back and find our way forward. This budget is the first
step in that.

But I will use operational energy as an example. We lose sol-
diers, Marines, notably airmen and soldiers, on the roads of Af-
ghanistan going from FOB to FOB, on resupply missions and so
forth. So to the extent we can create autonomous or semi-autono-
mous in terms of energy consumption, power and energy, organiza-
tions, net zero in terms of their consumption of power and energy,
we’ll actually save lives and become a lot more agile because we
won’t be as tied to some kind of traditional linear line of commu-
nications.

So we're all in. As you know, the Army has five installations
where we—one of them is Fort Carson, Colorado, by the way—
where we're trying to receive a net zero energy situation. But that’s
kind of the garrison environment.
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Operationally, we're trying to do the same thing with our tactical
units. The Marines—I mean, every service, frankly, is working on
this diligently and I think this budget reflects that.

Senator UDALL. There have been some compelling stories about
what the Marines are doing in theater, on the front lines at the
FOBs. As your predecessor put it well, saving energy saves lives.
So I commend you for what youre doing. I look forward to working
with you in this important area as we move forward.

Mr. Secretary, if I could turn to you. The Congress, as I think
you're aware, worked with the Department to establish an Oper-
ationally Responsive Space Office within the Air Force to rapidly
field small responsive satellites that are tactical in nature and
tasked by the combat commanders in the field. That’s in compari-
son to the large national systems that take somewhere six to eight
years and literally billions of dollars to field.

As I understand it, in the fiscal year 2013 the Department is pro-
posing to abolish the Operationally Responsive Space Office, zero
its budget from $111 million last year, and integrate whatever ca-
pability is left into the Space and Missile System Center. Can you
explain the Department’s thinking here, when the first satellite
they launched was judged by CENTCOM to be successful? ORS-1
started sending images back to them in the fall of 2011, almost
three years to the day after the program was started.

One additional question. Is there a possibility that this decision
puts the cart before the horse? I assume the budget was probably
put together before CENTCOM started using the system. Can you
explain the reasoning here?

Secretary PANETTA. Senator, let me have Bob Hale talk to that.

Senator UDALL. Great.

Mr. HALE. Senator, what we’ve done, as you said, is terminate
the program office, but not the commitment to operationally re-
sponsive space initiatives. It’ll be put into Space Command, where
it can be looked at in the broader context. We think that’s the right
decision, as opposed to focusing on one particular approach, but to
look more broadly at this initiative. There are a lot of ways to do
it. We need to find a cost effective way. So I think that’s our ap-
proach.

Senator UDALL. I look forward to working with you to make sure
we continue to get this right. We talked about smaller, agile forces
on the front lines and this is in a way a form of doing that, but
in space.

Let me turn to Iraq and Afghanistan. We've ended our mission
in Iraq. We're drawing down our surge forces in Afghanistan. We've
proposed reducing end strength in all four service branches, sub-
stantially reducing the number of aircraft, ships, and Army BCTs,
brigade combat teams. After all that and more, when adjusted for
inflation the DOD budget for 2017 will still be at almost exactly
the same level as it was in 1986. That’s the height of the Reagan-
era buildup against the Soviets.

Can you talk about the major reasons why were spending the
same amount of money for a smaller force?

Secretary PANETTA. Well, Senator, what we have here is that
$487 billion was in the planned DOD budget over the next ten
years, and that included, obviously, a lot of what we’ve had to re-
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duce in terms of the budget looking forward. So overall, make no
mistake about it, even though the defense budget shows a slight in-
crease between now and 2017, the bottom line when you add what
we had proposed in our budget plus the amount that would be in-
volved in terms of the war costs, we're going to be going down pret-
ty dramatically, by about 20 percent, which is comparable to what
we've seen in past drawdowns.

So this budget bites. But at the same time, by virtue of what
we've done we've made it much tighter. Obviously we’ve had to
take down the force structure. We've had to make cuts in ships and
planes and in other areas, space, as you said. But the bottom line
is we think we have a sustainable budget that will take us to the
kind of force we're going to need in order to meet the threats that
are out there in the world.

Senator UDALL. Thank you, Mr. Secretary. Thank you, General
Dempsey, for your service.

Chairman LEVIN. Thank you, Senator Udall.

Senator Collins.

Senator COLLINS. Thank you, Mr. Chairman.

I'm sure at this point in the hearing, Secretary Panetta, that
you're contemplating what Danny Akaka said to you and won-
dering about your career choice. But we do appreciate your service
and indeed the service of all of you.

General Dempsey, I want to bring up with you an issue that
really troubles me. Since May of 2007 Afghan security forces have
killed 70 American and allied troops and wounded many more, over
100 more, in 45 separate attacks. One of those killed was a Maine
soldier, Private First Class Buddy McLain.

I'm so disturbed by the frequency of these attacks. It raises ques-
tions about our vetting process. It raises concerns among our troops
when here they're risking their lives to train and assist these Af-
ghan troops, only to have some of them turn on them and kill
them.

It’s my understanding that a Central Command red team report
concluded that there was a crisis of distrust that permeated both
the Afghan national security troops that were training and our
own troops as well. So here they’re being sent out on joint missions,
they’re training side by side, but they don’t trust each other.

Unless steps are taken to stop these attacks on our troops by the
Afghan security personnel, that level of trust that is so necessary
for a successful strategy is going to be extraordinarily difficult to
achieve. After all, these are the very security forces that we’re de-
pending on to take over from us so that we can come back home.

So I would ask you, what is being done to address this very seri-
ous and destructive problem?

General DEMPSEY. Thanks, Senator. Yes, I'm well aware of this
issue. In fact, I just recently briefed the President on it, who shares
your concern. As you say, it’s actually 47 instances. About 11 of
them were related to infiltration or self-radicalization. The remain-
der were issues of personal. I mean, it’s stress, it’s tribal. It’s not
related to Taliban influence or ideological issues. That’s an impor-
tant point. It doesn’t make it any better, but it makes it more un-
derstandable.
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The other thing I want to mention is, it’s not just what we call—
well, it’s not just them attacking us. They're attacking each other,
and probably at a rate of about three times. So we are interested
in this. We've got an eight-step vetting process that includes—I
don’t have the entire thing memorized, but it includes things like
letters from tribal elders, biometrics, training, indoctrination, and
then the embedding of counterintelligence agents, both U.S. and co-
alition, but also Afghans themselves.

Recently, because of this recent issue with the French you may
recall, President Karzai and the Ministry of Interior, Bismillah
Khan, agreed to embed some counterintelligence agents in through-
out the Afghan National Army in order to try to get after this.

So we're seized with it. It is tragic and we are taking steps to
improve it. We are not going to get it to zero. It’s the nature of this
kind of conflict.

Senator COLLINS. You know, it’s one thing to tell a family that’s
lost a loved one that they did so in support of the Afghan people
to help them have a secure country and to make our national secu-
rity better. But it’s so different to try to console a family that has
lost a son or daughter as a result of Afghan security force members
killing them. And I just think it’s a terrible problem, and the seem-
ing frequency of it is really disturbing.

I realize we’re never going to get to zero, but there are too many
incidents.

Secretary PANETTA. Senator, if I could, I share your concern
deeply. I just returned from the NATO ministerial, where obviously
the French were very concerned, having lost some of their troops
to this situation. What we did at the NATO ministerial was to task
General Allen to report back on the steps that are being taken. Be-
fore this, he had actually taken some of the steps that General
Dempsey recommended. And they are moving aggressively to try to
do a better review of those that are going into the Afghan army,
better checks, better background checks, in order to ensure that
these incidents are cut back.

I would say that, even though no killings this way are in any
way justifiable, that it still remains not something that is some-
thing that’s endemic. It is sporadic, but nevertheless we’ve got to
address it and make sure it doesn’t happen.

Senator COLLINS. Thank you. I would ask that your offices keep
me informed as you do try to improve the process.

Secretary Panetta, I share a lot of the concerns that my col-
leagues have expressed about some of the cuts in the budget, par-
ticularly those that affect shipbuilding and the size of our fleet. It
seems inconsistent to say that we’re going to focus on the Asia Pa-
cific area and yet not seek to get to what for years has been the
absolute minimum goal of 313 ships.

I am pleased, however, that the budget request indicates that the
Department intends to seek a multi-year procurement plan for the
DDG-51 destroyers between now and 2017. First of all, do you sup-
port that plan, and do you see that as helping to produce the kinds
of efficiencies that will lead to a lower cost per unit?

Secretary PANETTA. Absolutely. I think that’s extremely impor-
tant. Two things are important. We want to maintain—we’ve got
285 ships now. We want to be at 285 ships in 2017. In the next
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five years, our hope is to gradually move up to 300 ships by 2020.
So we’re clearly intent on having a Navy that is fully capable to
project that forward presence that we’re interested in.

Second, I think we’ve got to do it in order to protect our economic
base. We have got to have a strong industrial base here that sup-
ports the Defense Department, and for that reason my instructions
are to do everything possible, not only to obviously get better com-
petition and better savings, but to make sure that we keep our in-
dustrial base busy serving our needs.

Senator COLLINS. That is so important, because once that indus-
trial base is gone you never get it back. And once those trained
workers go into other fields, you've lost them forever, and that
would greatly weaken our capabilities. I agree.

Thank you for that response.

Thank you, Mr. Chairman.

Chairman LEVIN. Thank you, Senator Collins.

Senator Hagan.

Senator HAGAN. Thank you, Mr. Chairman.

General Dempsey, Secretary Panetta, and Mr. Hale, thank you
for your service, and it is good afternoon now. Thank you for your
leadership, particularly during this time.

IED proliferation is a key concern of mine and it certainly has
been for quite a while. I support anything that we can do to
counter IEDs and obviously protect our troops, and I also support
anything we can do to improve the detection rates and interdict the
flow of caches and ammonium nitrate.

Reportedly, last year in Afghanistan IEDs caused over half of
U.S. military deaths, and IEDs will continue to pose an enduring
threat to our military men and women. I believe we need an endur-
ing capability to counter this threat. However, we've got to ensure
that our countermeasures effectively deal with the types of IEDs
that we face now and in the future, along with the environments
that they’ll likely be utilized in, and our efforts must be geared to-
ward countering IEDs in any locale.

My figures show that we've spent approximately $17 billion on
various counter-IED initiatives and equipment, not counting the
$45 billion spent on mine-resistant vehicles. I see these, our young
soldiers, all the time with loss of limbs. We host wounded warrior
luncheons in my office. I see them at the airports. I really want to
do everything possible we can to counterdict the IEDs.

But at the same time, we're spending billions of dollars to fight
a technology that currently is costing the enemy tens of dollars. So
I'm wondering, how do we figure out how to alter this investment
ratio? And what investments will the Department make in devel-
oping effective IED countermeasures in order to protect our troops
and at the same time avoid restricting their freedom of movement?

General DEMPSEY. Well, Senator, the IED challenge is the en-
emy’s asymmetric tool. I think you’re correct in stating that it has
been the biggest killer on the battlefield and is likely to remain so.
That’ll be true, I think, by the way, wherever we’re deployed. I
think we are so capable that they will find ways to attack us, and
typically now that’s through IEDs.

The next challenge, by the way, will be precision rockets and
missiles. But we’ll get to that one.
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To your point about IEDs, the way we’re trying to address the
cost ratio is by expanding—and we have been doing this—is by ex-
panding the aperture. So it’s not just about trying to find techno-
logical means to defeat the device. Defeating the device is impor-
tant—under-armor improvement kits, MRAAPs, as you say, mine
detection, deep penetration radars, or ground-penetrating radars.
But it’s also training to identify signatures, and I'll explain that
briefly in a second, and then also attacking the network.

So you have to do all three. You have to identify signatures, and
that is to say the components, the chemicals, and then find ways
to identify those components and attack the supply chain. And then
it’s attacking the network. That includes the financiers and in-
cludes those who emplace. Then finally, it’s defeating the device.

We've gotten actually quite good at it, but again this is the en-
emy’s principal munition that he uses against us and it does con-
tinue to incur casualties. So we’ve just got to stay with it. I don’t
have any better answer than that.

Senator HAGAN. What is the——
hSecretary PANETTA. if I could, Senator, follow up a little bit on
that.

Senator HAGAN. Okay, yes, please.

Secretary PANETTA. You know, probably one of the best things
that was developed was the MRAAP, and it has saved a lot of lives
and it was done on an expedited basis. So it’s a good example,
frankly, of trying to produce something needed by our fighting men
and women on a fast basis. And we’re continuing to, obviously, do
that kind of research, to try to develop the best ways to try to pro-
tect our young men and women.

I agree with you, anybody who’s seen the results of an IED has
to shudder at the devastating wounds that result from that.

The other piece of this, though, relates to the supply network for
these IEDs. In some ways that relates to the safe haven in Paki-
stan that continues to supply a lot of this. That is an area that we
believe we’ve urged the Pakistanis to address it. We think that
whole issue needs to be addressed if we’re going to be effective at
trying to cut back on these.

Senator HAGAN. That was actually my next question, and I know
we've discussed this before: What is the Department doing to put
pressure on Pakistan’s network of the distribution of ammonium
nitrate?

Secretary PANETTA. We have made very clear to them where
these threats emanate from. We've identified locations. We've di-
rected them to specific sites. We've urged them to take steps. In
some cases they have. In some cases they wind up there too late.
But we’re continuing to impress upon them that they have got to
be part of the answer to dealing with this issue.

Senator HAGAN. I think that would help tremendously, and hope-
fully lowering the number of the IEDs that are placed.

Secretary Panetta, I also wanted to thank you for lifting the Ma-
rine Corps variant of the Joint Strike Fighter off probation. The de-
cision I believe is essential for the Marines to operate and to move
seamlessly from the sea ashore and in the air. It’s also key to pre-
serving the strategic value of our amphibious capabilities. Airlift
capable of short takeoff and vertical landing, a great example is
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when the F-15 fighter pilot crashed in Libya and these airplanes
were able to, I believe within about 90 minutes, take off from a
large-deck amphibious ship, rescue the pilot, and have him back on
board. So obviously there is a critical need.

I also understand that the original Joint Strike Fighter procure-
ment was currently planned at 2,443 aircraft, and in light of the
new defense strategy and budget the Joint Strike Fighter program
perhaps is looking at being restructured, which may include fewer
aircraft spread out over a longer time frame. According to Deputy
Secretary of Defense Ashton Carter, the Department will slow its
approach to full rate production of aircraft.

Do we have a projected time line to complete the necessary test-
ing and implementation of developmental changes in order to start
buying the aircraft in higher quantities, and how is the Depart-
ment conveying this to the defense industrial base, which Senator
Collins was just talking about?

Secretary PANETTA. We think it’s extremely important to get
these fifth generation fighters out there as soon as we can. Obvi-
ously, it’s taken time. There’s been a lot of testing. They’ve had to
readjust. The STOVL is the best example of that. There were five
areas that were identified that put it on probation. They dealt with
all five areas. It’s tested well. Now we’re basically into software
testing right now, and one of the reasons we wanted to slow it is
to make sure that we knew what the problems were and we could
get ahead of it, rather than go ahead producing these things and
costing even more if we’re catching up with some of the problems.

So we think we’ve set the right time frame. I think our hope is
that by, what, 2017 we’ll begin to produce these planes?

Mr. HALE. Well, we’re buying them now, as you know, some
tests. But they will be operational aircraft as well. We've just
slowed the ramp, so we don’t buy so many and then have to fix
them later, which is very expensive. So we're buying them now.
We'll buy 29 aircraft in fiscal year 2013, and I can’t—I don’t have
in my head the number in ’17, but it will be substantially higher
than that. We've just slowed down the ramp.

Senator HAGAN. My time for questions is over, but I did want to
emphasize that I think it’s critically important that the Depart-
ment continue to invest in science and technology programs and
the research and development initiatives. These are the seeds that
we need to plant and nurture in order to ensure that our military
remains the best and most technologically advanced in the world,
especially when dealing with the emerging threats. I just don’t
think we can emphasize enough the need for research and develop-
ment.

Thank you, Mr. Chairman.

Chairman LEVIN. Thank you, Senator Hagan.

Senator Cornyn.

Senator CORNYN. Thank you, Mr. Chairman.

Gentlemen, thank you for being here. You have my respect and
admiration.

You also have a very difficult job, which we've talked a little
about. But let me just start with a quote from the Director of Na-
tional Intelligence, James Clapper, who two weeks ago said: “Never
has there been in my almost 49-year career in intelligence a more
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complex and interdependent array of challenges than we face
today. Capabilities, technologies, know-how, communications, and
environmental forces aren’t confined by borders and can trigger
transnational disruptions with astonishing speed, as we have
seen.”

I doubt you would disagree with his comments. I don’t know any-
body who would.

But this—the challenge I think we’re all struggling with—and
Senator Lieberman, among others, has expressed this—is our
heartfelt desire to have the mission determine the budget and not
the budget the mission. And you are, of course, constrained by law
that the Congress passes, that the President signs, and so we real-
ize that this is our responsibility, and your responsibility is to try
to minimize risks and to maximize our national security, given the
money appropriated by Congress.

And I appreciate, General Dempsey, you talking about looking
beyond the budget window to long-term risk. But let me talk about
a near-term risk and something that’s already been alluded to
here. That is, we’'ve made statements, Secretary Panetta, you and
others, that there are certain red lines with regard to Iran—block-
ading the Straits of Hormuz, building a nuclear weapon. This is
important to us, it’s important to the region, but it’s an existential
threat to Israel, our ally. And I don’t believe they’re going to wait
on anyone else in determining what determines their right to con-
tinue to exist and their people’s security.

So if Iran is hit by Israel, which of course Iran’s already been
killing Americans in Afghanistan and Iraq in a low-grade war
against the United States and other NATO allies, what sort of re-
taliation would you anticipate against not only Israel, but other
countries in the region and American personnel in the Middle
East?

Secretary PANETTA. The General suggests that we ought to look
at a closed session to really address all the implications of what
that may or may not mean. Obviously, we're very concerned about
it. We’re looking at all of the implications and consequences that
could result. But it really involves intelligence and we should do
that in closed session.

Senator CORNYN. Well, I respect your judgment on that, Sec-
retary Panetta and General Dempsey, and I look forward to further
briefing on that.

But it strikes me that, at a time when we are already—I know
we’re not calling it this. We're not saying we're cashing the peace
dividend, but we are certainly making disproportionate cuts to the
Department of Defense and our national security expenditures,
when my view is that this is the number one responsibility the
Federal Government has—a lot of other things that we do, we
could put off or do without. But this is it; this is the most impor-
tant thing that the Federal Government does. And there are very
real, not long-term but near-term, potentialities that could embroil
not only the United States, but the Middle East and our allies, in
a full-fledged war that would have dire economic consequences to
our country and obviously to our allies. More than economic, mat-
ter of life and death and existence.
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Secretary PANETTA. Senator, without getting into the particulars,
let me just assure you that we have very strong capabilities in
place to deal with any circumstances that could develop in that re-
gion. We feel fully prepared for whatever might take place.

Senator CORNYN. I'm sure that would entail—I'm confident
you’ve done everything that you know how to do to prepare and our
military and Defense Department has. It will not be without cost.
It will not be without casualties. It will not be without serious con-
sequences, is my only point.

So it troubles me, at a time when our national security appa-
ratus is asked to do more with less, in a world that’s getting more
dangerous, not less dangerous, that we have a budget that unfortu-
nately I think engages in—I guess the most charitable words I can
use is “phantom savings”—phantom savings. Some might call it
budgetary gimmicks and the like.

For example, the so-called trillion dollars in savings from a draw-
down in operations in Afghanistan and Iraq that are not currently
planned, which have been funded on borrowed—by borrowed
money in the past ten years, and which really represent—well,
here’s one headline in the National Journal. It says: “Pentagon
budget revives war spending voodoo.” Like I said, I think “phantom
savings” is the most charitable thing I've seen.

But it just strikes me as extraordinarily dangerous at a time
when the risk is deadly serious to have a budget proposal which
makes a trillion dollars in savings on expenditures that we never
anticipated spending in the first place. At the same time, I will
grant you, we don’t know what the risks will be in the future.

Let me close on this item. It’s a little more concrete. It appears
from my reading of the budget that there is a decrease of about 50
percent in the budget for training and equipping of Afghan security
forces from 2012 to 2013. I'd like first, I guess, a confirmation that
my reading is correct; and number two—Mr. Hale is nodding that
it’s correct, so I will just ask you, if in fact our withdrawal from
Afghanistan is conditioned on the ability of the Afghans to defend
themselves and maintain stability there, how is a cutting of the
budget by 50 percent from 2012 to 2013 consistent with that?

General DEMPSEY. I'll take that one, Senator. The Afghan Na-
tional Security Forces Fund was front-loaded when we had to de-
velop a lot of their infrastructure. We front-loaded the purchase of
a lot of their equipment. What you’re seeing in this budget is that
most of the capital investments, in our terms, have been made in
the previous years.

So the reduction is a reflection that we have what we need, and
most of the fund now is for replenishment and training and oper-
ations. But the simple answer to your question is we front-loaded
the investments, the capital investments.

Senator CORNYN. If the chairman will permit me, in terms of size
of the force and capability, do you see that getting larger or main-
taining the status quo?

General DEMPSEY. We are committed to building the Afghan se-
curity forces out to 352,000, 195,000 of which is the army. That will
be completed here within the next 90 to 120 days. We have not yet
decided how long we’ll keep it at that size, but that’s a question
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we're looking at as we determine how to get from here to 14 and
deliver the Lisbon objectives.

Senator CORNYN. Thank you very much.

Secretary PANETTA. I might just add, Senator, to follow up on
that, one of the things that was important in 2011 was that not
only—not only were we able to reduce the level of violence and
weaken the Taliban, but one of the important things that took
place is that the Afghan army really stepped up and started taking
over real responsibility in terms of security.

In the areas that we’ve transitioned so far—and we’re in the sec-
ond tranche of those, those transitions—the Afghan army is doing
a very good job at taking over security. We just have to make sure
we continue to train them, we continue to make them capable to
be able to take that responsibility.

General DEMPSEY. Chairman, could I respond, though, to—

Chairman LEVIN. If you can do it quickly.

General DEMPSEY. I will, very quickly.

Chairman LEVIN. Very quickly.

General DEMPSEY. That National Journal article, I don’t ascribe
to its conclusions because I've been so involved in the process.
Some of the changes we made will have a—definitely will have an
effect on our base budget. Some of those effects will be mitigated
in the near term by OCO. That’'s what he’s talking about, that
we’ve kind of papered over the problem. But I don’t accept that.

The Army in particular has 10 to 12,000 non-deployable soldiers
directly resulting from the repeated deployments, and we’re going
to pay that bill out of OCO because it is related to OCO.

Senator CORNYN. We don’t know what sort of unexpected chal-
lenges and threats our country will face in the future, is my point.

General DEMPSEY. We do not, sir, and I accept that. But that’s
what contingency funds are for.

Chairman LEVIN. Thank you, Senator Cornyn.

Senator Gillibrand, to be followed by, my list, Senator Shaheen,
Senator Blumenthal, Senator Manchin.

Senator GILLIBRAND. Thank you, Mr. Chairman.

Thank you, Mr. Secretary. Thank you, General Dempsey. I ap-
preciate your service. Thank you, Mr. Comptroller, as well.

I understand you touched earlier on today on the value of the
Guard and Reserves and how important their service has been,
serving shoulder to shoulder in both Afghanistan and Iraq. With
regard to your Air National Guard strategy—excuse me, your Air
Force restructuring strategy, about half the cuts have come out of
the Guard, even though they only represented about a third of the
costs. I believe the Joint Chiefs did a—who did the report? Yes, the
Vice Chairman of the Joint Chiefs did a report talking about man-
aging budget issues, and actually made the point that Guard and
Reserve provide capabilities at a lower cost than would be the case
were the Nation to rely solely on full-time forces.

So I have a concern about the decisionmaking with regard to the
Air National Guard, and specifically because of the assets that New
York has. Obviously, we all have specific assets and strategies and
resources in our States that we think are particularly important for
our national security. But one thing that a lot of our bases and as-
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sets have is this National Guard and Reserve component that has
been so effective in both Iraq and Afghanistan.

So I would like and urge you to look at that restructuring to see
if there are cost savings by maintaining particularly Air Force Na-
tional Guard and Reserve components as they are, whether it’s
Zebruski or whether it’s in Niagara. Those are important aspects.

The second issue that I want to highlight with regard to New
York specifically is the cyber mission that we do. We do such an
important mission for cyber security and cyber defense in Rome,
Rome Labs, that has been vital, I think, in being at the cutting
edge of both technology and research and development. One thing
that I want to bring your attention to is what makes New York so
good at doing some of this is the public-private partnerships that
have developed with the private sector. A lot of the DOD contracts
are being done by private developers, researchers, scientists, that
have developed as a hub in all these areas across New York. We
have the nanotech center in Albany, we’ve got Rome Labs, we've
got throughout western New York a lot of research and develop-
ment that will very much complement the work that the military
is doing.

I understand that there will be interest in consolidations and
cutting, but you will lose that synergy, that effort towards collabo-
ration and clustering that is so important in the high tech sector,
and I don’t want you to underestimate how valuable that is for the
military.

Then last, just to speak to these particular assets in New York.
We are 100 percent staffed. We have no environmental issues. We
have a work force and communities that are so dedicated to the
mission that the armed services have placed on these men and
women, that you will lose some of that enormous benefit to the ex-
tent you have to consolidate or restructure.

We would love to gain missions, particularly with the National
Guard and Reserve training, with unmanned aircraft and with
cyber. So I wanted to just give you that background.

Secretary PANETTA. Senator, there are a just a couple things and
then I'll yield to the General. First of all, on cyber, we are making
increased investments there of about $3.4 billion and even more in
the out years, because we think cyber is extremely important. So
obviously partnering with the private sector is extremely impor-
tant, and being able to develop the technological capability that
we're going to need to have for the future. So I think that’s impor-
tant to remember.

Second, with regards to the Air Reserve—and I understand the
concerns. The Air Force made the decisions. Some of these planes
in the past have come out of the active-Duty Force and that’s one
of the reasons they tried to look at where some of the reductions
could be made based on the age of these planes, as well as their
capabilities. But they are trying to do whatever they can to miti-
gate against those impacts, because again we do need to depend on
the Reserve to be there. They've responded in dramatic fashion
over these last few years every time we’ve called upon them to
come forward and take their place alongside other fighting men
and women in the battlefield, and they’ve done a great job.



63

We want to be able to maintain that for the future. But that was
the reason some of these cuts were made in those areas.

General DEMPSEY. The only thing I'd add, you mentioned cyber
and I want to mention for the record that we strongly support the
Lieberman-Collins-Rockefeller legislation dealing with, to get us in
the proper place in dealing with the cyber threat, which is signifi-
cant and growing, as well as the Senator Feinstein amendment to
that legislation. So I'd like to say that.

Then I'd also say, I'm one of your constituents and how about
them Giants?

Senator GILLIBRAND. Go Giants.

Thank you all for your service.

I wanted to make sure that there’s nothing else that you need
in the cyber bill as well, that you have reviewed it, and that it is
providing the assets and resources that you need to enhance your
mission.

Secretary PANETTA. I think the General is correct, that the bill
that I know is being put together by Senator Lieberman and others
reflects all of the issues that we think are important to address.
So we'll continue to work, however, with the Senate and with the
Congress to make sure that if a bill does emerge it addresses our
concerns about trying to make this country better prepared to deal
with the cyber issues that I think are growing every day.

Senator GILLIBRAND. I would request that you look at the legisla-
tion with an eye towards making sure you have all the authorities
that you need to support this growing mission, and also the re-
sources necessary to do adequate recruitment, because obviously
we want the strongest pipeline for cyber defense that we could cre-
ate and the flexibility to bring in the talent that you're looking for.
We want to make sure that, whether it’s civilian talent or through
the normal course, we want to make sure you have the flexibility
and ability to recruit, train, and keep the best and brightest to do
that.

Last, if I have time, Mr. Chairman, it’s a very separate issue, but
one I feel very strongly about, that I would like your commitment.
I've heard you already speak to the issue of sexual assault in the
military and the ability of the military to respond effectively to
those concerns, to allegations, and to making sure we have the best
fighting force we can have. That means that we create the right
protocols and the right ability for women to be able to report such
incidents and to be heard on those issues.

I'd like your comments, your views on that, and I would like to
work with each of you on developing stronger protections for our
women who are serving.

Secretary PANETTA. Senator, we look forward to working with
you on this issue.

You've provided great leadership on this issue, and it’s an area
that concerns me greatly, that the incidents of sexual assault have
grown. Frankly, my concern is that we have got to be able to take
action in these situations.

One of the keys—as you know, I announced a series of steps to
try to improve our response to sexual assault. One of the most im-
portant things is to make sure that the command structure re-
sponds to these situations, because the longer they take to respond,
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it inhibits the ability to bring a case, and that’s what’s hurt us in
being able to move aggressively in most of these cases.

So we need to do a broad education effort to make sure that the
command structure understands how important it is to respond in
these situations. We also need a legislative package and I would
like to work with you in trying to address the legislative needs that
we're going to need in order to really be able to get this problem
in control.

Senator GILLIBRAND. Thank you, Mr. Secretary.

Chairman LEVIN. Thank you, Senator Gillibrand.

Senator Shaheen.

Senator SHAHEEN. Thank you, Mr. Chairman.

Thank you, Secretary Panetta, General Dempsey, and Mr. Hale,
for your commitment and your stamina. We appreciate it.

I want to begin actually where you began, Mr. Secretary, with
Congress must do everything possible to avoid sequestration, be-
cause I certainly agree with that. I share the concerns we’ve heard
expressed from my colleagues. I'm not going to ask you to respond
to this, but I would certainly hope that we in Congress would do
what you have been willing to do, and that is to put everything on
the table and put aside our posturing and come to some agreement
that addresses the long-term debt and deficits of this country.

It is inexcusable that we are in this position now with you and
all of the men and women who are serving in defense and in our
military and across the Federal Government not knowing what
we're going to do because we have been unable to act.

So I would like to go in my questioning, I would like to start with
where Senator Gillibrand left off, and that is with the Guard and
Reserve. I was very pleased, Mr. Secretary, to see in your state-
ment that you talked about continuing a National Guard that is
equipped and ready. I know that the decision to transition our
Guard and Reserve units from a strategic Reserve to an operational
Reserve required a significant investment and a change in strategy.

So, General Dempsey, I wonder if you could speak to the original
rationale for that transition?

General DEMPSEY. Well, I think it’s important to roll back the
tapes, maybe all the way back to 1973, when, coming out of the
Vietnam War, there was no Joint Chiefs at the time, but the serv-
ice chiefs all realized that one of the problems we had during that
conflict was we really never got the American people involved be-
cause it was borne on the back of the active component, with very
little reliance upon the Guard and Reserve.

So we built a structure that not only allows for the utilization of
the Guard and Reserve, but it makes it absolutely necessary. So
the question is not will we use the Guard and Reserve, because
fully a third of the capabilities necessary at any given time to do
anything reside in the Guard and Reserve.

So we are committed to it. And what we’ve found in this conflict
as we went forward, we relearned a lot of those lessons. We made
some pretty significant investments and the Guard and Reserve
and the active component have never been closer.

Now, as we go forward, of course, and as the demand goes down,
that’s going to put some—and the budget goes down—that’s going
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to put some strain on that relationship. You've seen some of that
already.

But I can tell you that each service has a plan in terms of the
rotational readiness of its formations, that they will include the
Guard and Reserve in that rotation. So the entire Guard will never
be operational, any more than the entire active component is al-
ways operational. But I think you can feel secure in the knowledge
that we understand and will work toward this goal in a rotational
readiness cycle.

Senator SHAHEEN. I appreciate that. As we look forward this
year, I know that the Air Force is going to be making some initial
decisions on where to base the new KC—46 tankers, and I would
hope that the Air Force and DOD will take a look and ensure that
at least some of those aircraft are based at Guard bases around the
country. I have one particular in mind, but I'll let you draw your
own conclusions.

But can I ask you, is there a commitment on the part of DOD
to base some of those new tankers at Guard facilities?

Secretary PANETTA. I think the Air Force is looking at a whole
set of options in order to make sure that we mitigate whatever cuts
have been made and make use of the facilities that are out there
with the National Guard and Reserve. I can assure you that they’ll
be in consideration.

Senator SHAHEEN. Thank you. I appreciate that.

I would also like to go back to BRAC, which a number of my col-
leagues have addressed, and I share many of the concerns that
have been expressed. I know, Secretary Panetta, that you've said
you’ve seen just about every side of the BRAC process. Can you
commit to providing us with a comprehensive assessment of the
savings from the 2005 round, and also to—I assume if you're look-
ing at 2013 and 2015 that you also have estimates of savings in
those two rounds, and that we would also see those as we’re look-
ing at a decision about what to do about the next BRAC round?

Secretary PANETTA. I'll be happy to give you what information we
have with regards to the past BRAC rounds, and obviously some
ideas about what we would do in terms of future rounds.

You know, look. As I said, I've been through the process. Frank-
ly, I don’t wish the process on anybody, having been through it, be-
cause it is tough. 25 percent of my local economy was hit by virtue
of a BRAC closure. But we did use it as an opportunity to develop
a college-university campus there and it’s proved very successful as
a reuse.

I think the issue is it did cost a lot more than anybody antici-
pated, but the fact is we are achieving in the long run significant
savings as a result of that. That’s number one. Number two, I don’t
know of any other way to deal with the kind of infrastructure sav-
ings we've got to achieve here as a result of reducing the force
without going through that kind of process. That’s the problem I
have. It’s the most effective way of trying to address that issue.

Senator SHAHEEN. Well, certainly in New Hampshire we've seen
both sides of the issue, because Pease Air Force Base was the first
base closed in the country. Fortunately, it’s doing very well now.
And the Portsmouth Naval Shipyard, which is on the border be-
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tween New Hampshire and Maine, was actually removed from the
last round by the commission because of their effectiveness.

One concern I have as we look going forward, particularly with
respect to our public shipyards, is that there’s a real backlog of
projects that need to be done at those shipyards. Obviously, the
Portsmouth shipyard is not alone in that. And they have been pro-
ducing, I think, very well despite that backlog. They just delivered
the USS San Juan attack submarine eight days ahead of schedule,
despite some of the challenges with that.

So I hope that—Senator Collins and Senator Ayotte and I had an
modernization in last year’s defense authorization bill that asks the
Department to produce a shipyard modernization plan to address
these shortfalls. I hope that the Department will take that very se-
riously and produce that, because as we’re looking at our security
going forward those public shipyards are a critical part of that.

Secretary PANETTA. Senator, as I stated before and I'll say again,
we absolutely have to maintain the industrial base we have, and
the shipyards, shipyards in your area, the other shipyards we deal
with, are extremely important to our ability to respond to the needs
that we have. So we’re going to do everything possible to work with
you, not only to increase, obviously, the competitive nature of try-
ing to achieve savings, but also to try to do what we can to provide
those upgrades.

Senator SHAHEEN. Thank you.

A final question. One of the concerns that we’ve heard in a num-
ber of reports over recent years has been the challenge of attracting
people with the backgrounds that we’re going to need, with science
and math, the STEM subjects, to be able to continue to do the jobs
that are critical to our defense establishment. I wonder if either
you or General Dempsey could address what strategy we have for
trying to attract those young professionals when the private sector
is offering them so many more attractive monetary rewards.

Secretary PANETTA. You know, it’s something—initially I shared
the same concern. I know when I went out to NSA and when I look
at the people that are involved in that area, not only at my past
agency, but other agencies as well, I have to tell you we are at-
tracting some very bright, capable young people to those jobs.
They’re very interested, they’re very capable, and I have—with the
investment we’re making in cyber, I'm absolutely convinced we're
going to be able to attract the talent to be able to make that work.

Senator SHAHEEN. I think our challenge as a Nation—excuse me,
General Dempsey—is to get enough young people engaged in those
subjects, so we're training the people we need.

General Dempsey?

General DEMPSEY. I think the service chiefs will have a view on
this as well, and it’s actually exacerbated by the fact that—and I
think you and I have actually had this conversation—that only
about one out of every four American young men and women can
qualify to get into the military, either based on education or phys-
ical issues or issues of making really stupid Facebook posts in their
youth or something.

So we are all competing, as you say, academia, corporate Amer-
ica, and the military are all competing, for the same 25 percent of
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the population. So the answer’s got to be to get after education in
this country as well, it seems to me.

Senator SHAHEEN. I totally agree.

General Dempsey, I was very disappointed to hear you mention
the Giants. You're fortunate that all the other New England mem-
bers of this committee have gone.

General DEMPSEY. My condolences, ma’am. [Laughter.]

Senator SHAHEEN. Thank you.

Chairman LEVIN. Thank you, Senator Shaheen.

Senator Blumenthal.

Senator BLUMENTHAL. Just in fairness, General Dempsey, and as
a New Englander, I interpreted your remark more as an expression
of battlefield admiration than an endorsement. So I think you’re
still on fair ground.

I want to thank all of you for your extraordinarily effective and
persuasive explanation of the President’s budget and thank you for
your patience in answering our questions so effectively.

I want to begin with a subject that the President certainly em-
phasized, which is undersea warfare capability, and note the slip-
ping, postponing, delaying, whatever the correct term is, of a sub-
marine construction, one submarine from 2014 to 2018. I have
heard from both Electric Boat and indeed within the Navy about
the cost savings that can be realized if we stay on schedule and
build two submarines every year. I wonder if there is a possibility
for considering and perhaps your hearing our views on that issue,
Secretary Panetta?

Secretary PANETTA. This is all about, obviously, having to reduce
the budget by a half a trillion dollars. We have to look really close-
ly at affordability and cost efficiencies. And if anybody comes for-
ward with a better idea as to how to save money, I'm more than
open to listen to it.

Senator BLUMENTHAL. Well, I think we may come forward if
you’d be willing to consider it.

Secretary PANETTA. Absolutely.

Senator BLUMENTHAL. I would appreciate it.

Let me go to what you have really very convincingly said is the
military’s greatest asset, which is its people, and you’ve been dis-
cussing it very movingly and inspiringly, most recently to Senator
Shaheen, talking about keeping faith and providing many of the
men and women, our warfighters who are going to be coming back
from Iraq and Afghanistan, with jobs and transition assistance,
which has been expanded under the most recent legislation on vet-
erans to be approved by this Congress, an amendment that I of-
fered in a separate bill.

I want to focus on what can be done to aid those veterans before
they leave the service to more effectively transition into civilian
employment, because as they come back if they enter the Guard or
the National Reserve, to have an unemployment rate which is vast-
ly higher, that is right now in Connecticut double the general rate
in Connecticut, 15.5 percent as compared to 8.2 percent, will simply
be a profound deterrent to anyone going into the armed services.
If that is going to be the kind of hurdle they face coming out of the
service, it will defeat your best efforts to recruit the brightest and
most capable.
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Secretary PANETTA. Senator, this is a problem that I worry about
a great deal. Frankly, it’s one of the risks involved as we reduce
the budget by this level, is how to ensure that we take care of those
that are returning. We already have a backlog and we’re going to
be pumping anywhere from 12 to 14,000 a year as we go through
these drawdowns.

I think it is extremely important that we be able to provide the
services as these men and women come back to really be able to
counsel them, to gather them, to make sure theyre aware of the
job opportunities, to make sure they’re aware of the education op-
portunities, to make sure theyre aware of the funds that are avail-
able to help them transition, to make sure that their families are
cared for as well as we make that transition.

This has to be a package approach. Each service now does it in
their own way. They do it pretty effectively. But I think we’ve got
to make very clear that nobody should fall through the cracks.

Senator BLUMENTHAL. I know the Marine Corps has been doing
it more effectively. I've talked to General Amos about——

Secretary PANETTA. They do a great job.

Senator BLUMENTHAL.—his very, very effective work. I wonder
if—and you may already be doing it—whether there’s some
servicewide approach building on the best models and best prac-
tices, would be appropriate.

Secretary PANETTA. We are looking at that.

General DEMPSEY. If I could add, Senator, there are more initia-
tives on this issue than we possibly have time to discuss. As the
Secretary mentioned earlier, we're trying to team ever more closely
with the Veterans Administration to do this. We're starting to take
a view that transition begins when you enter the service, not in the
last six weeks before you leave.

But the other thing I want to mention here is some of this can
be legislated, some of this can be made a matter of policy, but this
is one of those issues that will be best solved from the bottom up
when corporate America reaches out to embrace the returning vet-
erans.

And by the way, a lot of them are. I can’t tell you how many
times I'll go to some conference or something and someone will tell
me that they have a new initiative to hire 10,000 veterans. So I
think it’s a matter of kind of merging what can be done at the gov-
ernmental level, but also what needs to be done at the grassroots
level to help this out.

Senator BLUMENTHAL. Well, I would agree with you, General
Dempsey, that corporate America is stepping forward more often
and more effectively. But I don’t believe I'm telling you anything
you haven’t heard before in saying that there’s still a lot of employ-
ers who look at somebody who’s in the National Guard or the Re-
serve and who say, not explicitly, but think to themselves: This
person’s going to be gone for a year or more if he or she is de-
ployed, and better to hire someone I know I can count on to be on
the job without interruption.

That is a discrimination. It’s illegal if it can be proved, but it has
to be surmounted as a matter of practice implicit in some of the
employers. I believe that we need more effective measures for en-
forcement to counter that approach, because it will undermine your
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best efforts, which I admire, to attract the best and most capable
to the Guard and the Reserve.

So I'm not asking for your comment, but I hope that perhaps we
can work together on the initiatives that we don’t have time to dis-
cuss here.

Just one last question. The IEDs that all too often are maiming
and killing our warfighters, I wonder whether there are new initia-
tives there that perhaps we can discuss, if not here, at some other
point, because I've been interested in it and appreciated Secretary
Carter’s very important work in accelerating delivery of the so-
called biker shorts and the groin protective gear, and also the work
that I hope is being done to discourage the Pakistanis from permit-
ting the fertilizer and ammonium calcium nitrate from crossing the
border and going into these roadside bombs.

Secretary PANETTA. Yes, Senator. And I know that your time is
short on this round, but I'd just assure you we are seized with this.
Our relations with Pakistan have been somewhat challenged.
They’re improving, and this is one of the points of friction between
us that we have to get at.

Senator BLUMENTHAL. Thank you very much and I appreciate
your answers to my questions. I want to associate myself with the
remarks made by Senator Gillibrand and your remarks about the
problem of assault, sexual assault within the military, but also the
issue of suicides, which we will not have time to discuss today, per-
haps I can follow up with you on.

Thank you.

Chairman LEVIN. Thank you, Senator Blumenthal.

Senator Manchin.

Senator MANCHIN. First of all, I want to commend the three of
you for your endurance. I know you've been through this before,
and I a lot of the questions have probably been touched on that I
wanted to ask, but I wanted to go over a few things if I may.

First of all, the most defining moment in my short Senate career
was when Admiral Mullen sat there and the question was asked
to him, what’s the greatest threat the United States of America
faces? I thought I would hear some type of a military response,
whether it was Al-Qaeda, whether it was North Africa, or China
building up their military. And he didn’t even hardly hesitate. He
came right back and said that the deficit and debt of this Nation
is the greatest security. And I know you all realize that and take
it serious, too, and I know we’ve talked about it, Secretary.

I think in saying that—and really, I'm looking everywhere I can
to cross over the aisle in a bipartisan way to find out how we can
make this financial, the wherewithals that we have financially, but
also get our financial house in order. I know that we talked about
cutting back, and everybody—I don’t know of anybody in here,
Democrat or Republican, that does not support a strong military.

But everybody’s afraid of the political ramification if they say one
thing. I can only say this to you, that with the growth of the con-
tractors in the military—when I looked at just the period of time,
maybe 10 years, and the support of contractors—and I'm not talk-
ing about the manufacturing base of contracting, and I wanted to
maybe mention, if you would, as I get done with this question,
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about Buy America and how we can do more in America to make
sure that we are supporting the manufacturing base.

But with that being said, in a simplistic way I believe that we
could strengthen the military or men and women in uniform by re-
ducing the contractors who are doing the same. I hear an awful lot
of them that tell me that—I see them in the airports, and I ask
every one of them that are private contractors that are going back
to Afghanistan, and I stop and I talk to them. I introduce myself.
Were most of you previous military? Yes. Would you have stayed
in the military if not for the large paychecks that you might be able
to get from the contractors? Yes, we would have if this option
wasn’t there.

So I can’t figure this one out. Then it’'ll dovetail into the whole
thing I'm going to talk to, which I know everybody’s talked about:
How do we best use our National Guard? We're all extremely
proud, but I can give you examples of how we say—but first of all,
the purpose of contracting. Can’t we cut the amount of contractors
that we have that are doing the same jobs as military without fac-
ing political ramifications of you’re cutting the military? I'm not
going to vote to cut the military, but I will cut the contractors, sir.

Secretary PANETTA. Senator, this is an area that we’re paying at-
tention to in the efficiencies that we’re looking at, which are going
to be about $60 billion. This is one of the areas that we are looking
at, contract services, number of contracts that are provided, in
order to determine where we can achieve savings.

And any ideas you have, recommendations along these lines,
we’re more than happy to listen to. This is a big job, going after
$487 billion in savings. So I'm willing to look at any area nec-
essary.

Senator MANCHIN. Well, I'm just—Secretary, there was a re-
port—I want to make sure of this—that $12 million a day for the
past ten years in Iraq and Afghanistan has been wasted, misspent,
whatever, by contractors. I think that report was given to you, too.
So there’s many areas.

But I'm just saying, wherever a uniformed person can do it,
why—I know we’re cutting 100,000 troops. That concerns me. If
anything, I'd rather cut 200,000 contractors and keep the 100,000
uniforms and use the support of our National Guard.

I will say this, that they touched on the veterans, all of us. I
can’t—to me, in the private sector you do the best job of providing
the training for a military person, their discipline, their ability to
come out and they can do it. Why is our unemployment so high,
and what are we doing wrong? And maybe not—we started a cau-
cus, I started it with Senator Kirk, and it’s “Hire a Vet.” I've got
two vets in my office and we're looking for more good vets. We al-
ways do.

How do we do this to prepare to get them back in? I know that
the Senator from New York touched on that quickly.

Secretary PANETTA. I think, and I'll let the General expand upon
this, but we really are—look, part of the problem is the economy,
the overall economy. These kids are coming back and they go back
home, and most of these local economies are having tough economic
times, and you suddenly pour some of these young men and women
back into their communities and there aren’t jobs for the people
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{:)hai:{ are there, much less for these young people that are coming
ack.

Having said that, we really have had some impressive efforts by
the private sector, because of the reasons you suggested. These are
kids who are disciplined. They usually have a capability and a tal-
ent that is extraordinary that can be used. And most of the private
sector people I talk to really want to have these kinds of individ-
uals as part of their work force.

More and more of these individuals are now coming forward.
We've set up a web site where we list the jobs that are available
in the private sector. More of these private sector individuals are
committing themselves to hire our vets as they come back. So there
is an important effort going forward, but a lot of it obviously de-
pends on an economy that has to recover as well.

Senator MANCHIN. I think, first of all, I want to commend all of
you for working with our office so close on this new caucus. We just
started it, “Hire a Vet.” We would like to even expand on that with
you. If we would know who’s cycling out and what skill sets, so we
could network better, we think there’s ways that we could improve
on this and work together. So I appreciate that and we’ll be very
close.

General Dempsey, my final question would be to you. I talked
about the National Guard. In West Virginia we’ve been very, very
blessed by having a highly rated National Guard, one of the best
in the Nation. A lot of people get a lot of good training, and I'm
so proud of them. We saved the DOD $27 million this year alone,
and I'll give where we did it. If these small town facilities were
fully tasked, DOD would save nearly—if we could do that, we think
we could save $250 million a year.

We're talking about things that basically is refurbishing genera-
tors, the Humvees, tents, tire assemblies. These are things that we
have been able to do at tremendous cost savings, and I'm sure
other Guards are doing them also. Is there a way that we can net-
work more of that to use our Guard? We’ve proven that the savings
in just a couple of our little facilities was quite substantial, and I
don’t know how we can expand on that.

General DEMPSEY. I don’t either, sitting here today with you,
Senator. But certainly we all, to include the service chiefs, who
really are the leaders of their particular Guard—you’re going to
have General—I'm not throwing him under the bus here, but you're
going to have General Odierno here later in the week, and I think
he would be eager to understand that and see if we can take ad-
vantage of it.

Clearly, anything we can do to in-source, and I mean active,
Guard, and Reserve—is effort well spent.

Senator MANCHIN. Yes. The other thing, it gives the training to
the person we’re trying to cycle back into the private sector, so it
has a twofold purpose.

I think you all realize the sensitivity of what we’re dealing with
here, trying to make sure that we give you what is needed to keep
this you safe and free. On the other hand, the responsibility, when
Mike, when General Mullen said our greatest threat is basically
our own finances. So we're taking all that serious. We need your
help, and we think contracting—if we can downsize the contracting,
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reinforce the military and people in uniform, I think you’ll have us
all on both sides. You might be able to bridge the gap that we can’t
bridge.

Secretary PANETTA. Senator, if I could just comment. Look, I
think the Defense Department has stepped up to the plate. What
we’ve proposed here is real, it’s well thought out. We've done a
strategy to back up our decisions. And that, all of that’s contained
in our recommendations.

But I really would urge you and others to engage in the broader
discussion that has to take place with regards to how we reduce
the deficit. That has to include a number of areas that, unfortu-
nately, have not been on the table, that have to be on the table if
we're ever going to confront the debt crisis that faces this country.
This can’t just fall on the backs of defense. It’s got to be—other
areas have to be considered if we're going to be able to effectively
reduce the deficit.

Senator MANCHIN. There’s a group of us in a bipartisan effort
that are looking at ways that—and we know it takes everything,
getting the money that we’re not receiving now that should be paid
in revenues, and also make sure we get fraud, waste, and abuse,
and run more efficiently. So I think you’re going to find quite a few
of us on both sides willing to meet with you, sir.

Thank you so much. I appreciate all your service.

Chairman LEVIN. Thank you, Senator Manchin. As I mentioned
before, I hope all of us will take a look at the proposals in the
budget in front of us to raise additional $3 trillion for deficit reduc-
tion. It’s in the budget that came in yesterday, but it seems a lot
of us are unaware of that. Half of that is revenue increases. Upper
income tax increases, restoring their bracket, the millionaires tax,
a number of other revenue measures, are in this request. And I
was kind of surprised that so many of our colleagues here today
talking about the need for deficit reduction and the importance of
avoiding sequestration—which I think, by the way, is a bipartisan
goal—were unaware of the fact, because I don’t think the adminis-
tration, frankly, has done a good job of focusing on what’s in their
own budget in terms of deficit reduction. It meets the 1.5 or $1.2
trillion goal.

Senator MANCHIN. Mr. Chairman, we’ve had this discussion and
we can raise the revenues without raising taxes, by closing the
loopholes—

Chairman LEVIN. Exactly right.

Senator MANCHIN.—changing our corporate laws, changing and
making sure there’s a fairness. If the American people think that
we're putting fairness to the system, Ill guarantee you they’re be-
hind us 1,000 percent.

Chairman LEVIN. They are. And it’s amazing, when you look at
public opinion pools they say that we have to include revenues in
deficit reduction. We can do it without raising taxes on middle in-
come Americans.

Senator MANCHIN. And we can cut spending, too, sir.

Chairman LEVIN. And we can cut spending, too. The balance in
this budget that has been given to us yesterday is about 50 percent
additional cuts and about 50 percent additional revenues. But
frankly, I don’t think the administration in its rollout yesterday fo-
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cused on the fact that this would avoid sequestration. This budget,
if we adopted it, avoids sequestration. It does it because finally
they’re talking about additional revenues.

Now, they've talked about it in the administration, but now
they’ve put it in their budget. We had Republican colleagues today
talking about avoiding sequestration, and when I pointed out this
budget that was given to us avoids sequestration because there’s
additional revenues in it, what they were saying is, well, they hope
they can vote on it. Well, my answer to that is we also ought to
have a Republican alternative, if there is one, so we can see exactly
what the options are in that regard.

So we’ve had silence on the revenue side from our Republican
colleagues, and it’s that silence which needs to be corrected by the
administration, frankly. And I would hope that there would be
greater focus on what’s in the budget relative to the revenues
which will help us avoid sequestration. We all want to avoid se-
questration.

And I think that you are interested in having a bite to eat. We
thank you very, very much. We thank your staffs, and we will
stand adjourned.

[Whereupon, at 1:50 p.m., the committee adjourned.]



